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Objective: Recent fluctuations in Iran’s capital market have exposed individual shareholders
to experiences marked by financial loss, psychological stress, and shifts in decision-making
patterns. Against this backdrop, the present study aims to explore the lived experience of
individual investors regarding financial loss and its consequences in the Iranian capital market.
Focusing on investors’ perceptions and behaviors, the study identifies and analyzes the ways in
which such losses affect various dimensions of their lives.

Method: The research was conducted using a qualitative phenomenological approach within
a constructivist paradigm. Twenty-six retail investors from the Tehran Stock Exchange who
experienced financial losses were purposively selected. Data were collected through semi-
structured interviews and analyzed using phenomenological analysis. Ultimately, 46 initial
concepts with 1,905 frequencies were extracted and categorized into 13 axial codes and five
selective codes.

Results: Financial losses profoundly impacted the psychological, emotional, identity, and
social dimensions of retail investors, fostering a tendency toward conservative approaches. The
five selective codes identified were: "inner experience of financial loss," "interpersonal and
social consequences of financial loss," "cognitive growth and learning from loss," "risk
management and informed investment strategies," and "understanding market nature and
external factors." Participants attributed losses primarily to the high-risk and unpredictable

nature of the market.

Conclusion: Financial losses, despite their negative impacts, provide opportunities for
learning and revising investment strategies. The findings emphasize the importance of
financial literacy education, the development of credible advisory platforms, and
supportive policies to enhance financial resilience, thereby promoting sustained
participation of retail investors in the capital market.
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Introduction

The capital market is a cornerstone of the financial system, facilitating resource allocation,
financing, and economic growth by enabling the trade of long-term financial instruments, such
as stocks and bonds (Ionescu & Vilag, 2013 and Mihajlovi¢, 2016). It channels capital into
productive activities, yielding returns for households and supporting societal infrastructure
development (dos Santos et al., 2025). Iran’s capital market, however, has faced significant
volatility, with its value declining from USD 400 billion in 2020 to USD 150 billion in 2024,
resulting in over USD 250 billion in losses for investors and the government (Jamaran News,
2024 and Tehrani et al., 2024). These losses extend beyond economics, impacting
psychological and social dimensions, including anxiety, depression, and diminished trust in
financial institutions (Khan, 2022; Senarathne & Perera, 2021 and Chawla et al., 2023). Factors
such as limited transparency, unequal access to financial information, and international
sanctions exacerbate challenges for individual investors (Foroughi et al., 2011).

Traditional finance, reliant on quantitative models assuming rational investor behavior (Ooi,
2025), contrasts with behavioral finance, which highlights deviations in inefficient markets
(Atkinson et al., 2013). Quantitative approaches often fail to capture the human experience of
financial loss, particularly in emerging markets like Iran, where inflation, currency volatility,
and cultural factors shape investor experiences (Torki & Mazaheri, 2022; Addo et al., 2025).
Qualitative research on investor loss in Iran is scarce, necessitating in-depth exploration of its
personal and societal implications. This study employs a phenomenological approach to
investigate the lived experiences of individual investors facing financial losses, examining their
impact on identity, behavior, and perceptions of the market and Iran’s economic future. The
findings aim to inform culturally relevant financial literacy initiatives, psychological support,
and evidence-based policy interventions.

Method

This study employed a qualitative research design grounded in an interpretive
phenomenological approach to examine the lived experiences of individual investors who had
incurred financial losses in Iran’s capital market. According to Van Manen’s (2016) hermeneutic
phenomenology, the study sought to uncover the essence and layered meanings of financial loss
as subjectively experienced by investors. Because financial loss is shaped by complex
psychological, emotional, identity-related, and social processes, an interpretive approach was
considered appropriate for capturing these embedded meanings (Yanow & Schwartz-Shea,
2015).

The study population comprised investors with direct experience of financial loss in the
Tehran Stock Exchange. A total of 26 participants (18 men and 8 women) were recruited
through purposive sampling, followed by snowball sampling to identify information-rich cases
(Palinkas et al., 2015). Eligibility criteria included verified experience of financial loss and
willingness to share personal experiences.

Data were collected through in-depth, semi-structured interviews lasting 45—-60 minutes.
This method enabled the elicitation of rich accounts of participants’ perceptions of loss,
contributing factors, emotional and cognitive responses, identity-related changes, and
interpersonal and social consequences (Ruslin et al., 2022).

Data analysis followed a three-stage coding process—open, axial, and selective coding—
consistent with Creswell and Poth (2007). MAXQDA software supported systematic data
organization. Trustworthiness was enhanced through member checking, data triangulation,
peer debriefing, and detailed documentation (Loh, 2013). Theoretical saturation was achieved
after the twenty-fourth interview. Ethical safeguards included informed consent,
confidentiality, anonymity, and the right to withdraw at any stage, enabling a context-sensitive
understanding of financial loss in Iran.
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Results

Phenomenological analysis of the semi-structured interviews, conducted using Colaizzi’s
systematic method, indicated that the lived experience of financial loss among individual
investors in Iran’s capital market is a complex and multidimensional phenomenon
encompassing intrapersonal, interpersonal, cognitive, behavioral, and contextual dimensions.
Raw interview data were distilled into meaning units and organized into thematic categories,
resulting in an integrated conceptual structure that captures the underlying meanings embedded
in participants’ narratives.

At the intrapersonal level, financial loss had a profound effect on investors’ psychological,
emotional, and identity-related states. Participants commonly described disturbances in mental
well-being, emotional exhaustion, reduced motivation, and physical fatigue following periods
of loss. Emotional regulation emerged as a key coping strategy, with many investors
emphasizing patience, self-control, and the gradual restoration of self-confidence after
financial setbacks. Identity-related changes were also evident, particularly in the form of
diminished self-esteem alongside increased acceptance of personal responsibility for losses.
These shifts influenced subsequent behaviors, decision-making patterns, and attitudes toward
future investments, highlighting the close connection between financial outcomes and self-
concept.

In the interpersonal and social domain, financial loss was associated with strained
relationships, heightened social pressure, and, in some cases, social withdrawal. Participants
reported feelings of financial vulnerability and a perceived decline in social status, which
adversely affected daily functioning and quality of life. Attempts to rebalance engagement in
the stock market with other life domains, as well as reliance on occupational stability, reflected
efforts to regain stability following financial disruption.

Cognitive development and learning formed another central dimension of the loss
experience. Participants stressed the importance of expanding financial knowledge, conducting
deeper analysis, consulting experts, and using reliable information sources. Increased
awareness of investment psychology emerged as a critical insight, particularly regarding the
influence of emotions and cognitive biases on decision-making. Experiential learning was
prominent, with financial loss viewed as a formative experience that enhanced judgment, skills,
and caution in future investments.

Regarding risk management, investors reported a shift toward more conservative strategies,
including portfolio diversification, continuous monitoring, avoidance of investing essential
funds, long-term planning, and careful balancing of risk and return. Finally, participants
developed a more nuanced understanding of market dynamics, recognizing the stock market as
complex, volatile, and shaped by macroeconomic conditions and external shocks. Collectively,
these findings depict financial loss as a transformative experience with lasting psychological,
social, cognitive, and behavioral effects, underscoring the need for informed investment
practices and multidimensional support mechanisms.

Conclusions

This study offers a coherent and multilayered account of the lived experiences of individual
investors facing financial loss in Iran’s capital market and demonstrates that emotional,
cognitive, and social responses operate simultaneously and interactively to shape financial
behavior. In line with loss aversion theory (Kahneman & Tversky, 1979), investors reported
intense emotional reactions—such as impaired psychological well-being, reduced self-esteem,
and feelings of shame—that outweighed the perceived impact of comparable gains. These
reactions were further intensified by environmental uncertainty and macroeconomic instability,
which reinforced herd behavior and emotionally driven decision-making, consistent with prior
behavioral finance research (Demirer et al., 2010).
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At the cognitive level, the findings reveal a strong capacity for learning from loss, consistent
with Kolb’s (2013) experiential learning model. Through reflection and critical reassessment
of past decisions, many investors reconstructed their decision-making frameworks and adopted
more cautious and informed investment strategies. Evidence of perspective transformation and
behavioral change also supports Mezirow’s (2018) transformational learning theory,
suggesting that financial loss can act as a catalyst for cognitive development and improved
financial literacy. This transformation was reflected in increased attention to portfolio
diversification, the use of non-essential funds, and more balanced evaluations of risk and
return.

Beyond its theoretical contributions, the study has important practical implications.
Strengthening financial education, regulating informal and non-credible information channels,
providing psychological support for loss-affected investors, and improving market
transparency and early-warning mechanisms are essential for enhancing investor resilience.
Collectively, these measures can help reframe financial loss from a purely adverse event into a
source of learning, adaptive behavior, and long-term stability in Iran’s capital market.
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