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Abstract:

The study aimed to study the effect of behavioral finance
as an intermediate variable on the relationship between
demographic factors and risk tolerance, applied to investors
in the Egyptian Stock Exchange.

The results showed that the effect of behavioral factors
(bias, excess confidence, past experience, similar use,
avoidance of loss, avoidance of remorse, mental calculations,
market information, herd behavior) has a bearing on financial
risks. As well as the impact of demographic factors
(educational level, employment, annual income, experience,
retirement years) on risk tolerance, and the lack of impact of
gender and age on financial risk tolerance.

The effectiveness of the sub-model for measuring the
impact of behavioral finance (behavioral factors) as an
intermediate variable on the relationship between
demographics and risk tolerance was also demonstrated.
Where the model was reached as follows:

- No significant direct effect of demographic factors on risk
tolerance.
- There is a significant indirect effect of demographic factors
on risk tolerance through the mediation of behavioral finance.
- A significant overall effect of demographic factors on risk
tolerance.

Behavioral finance therefore fully mediates the relationship
between demographic factors and risk tolerance; direct
influence is insignificant, indirect effect is significant, and
overall effect is significant. This indicates the efficiency of the
model to measure the effect of behavioral finance as an
intermediate variable on the relationship between
demographic factors and risk tolerance.

The researcher recommended a set of recommendations,
including: the need to avoid biases and behavioral errors in
the decision-making investment; avoidance of such biases
allows investors to reach more rational decisions, based on
available data and logical thinking.
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