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Abstract

The present study aims to design and elucidate a paradigmatic model to understand the
process of herd behavior formation in the Tehran Stock Exchange and to analyze the
associated actions and consequences. This research adopts a qualitative approach,
utilizing the grounded theory methodology. Data was collected from two primary
sources: (1) conducting in-depth semi-structured interviews with 51 experts, including
university professors, capital market managers, and professional analysts; and (2)
systematic review and analysis of previous studies and reputable scientific sources.
The findings indicate that herd behavior in Tehran's stock market forms under three
categories of key conditions: (1) Causal conditions, encompassing factors related to
market structure as well as economic, cultural, and political variables; (2) Contextual
conditions, such as the financial literacy level of investors and their psychological and
behavioral characteristics; and (3) Intervening conditions, including the behavior of
institutional entities, the roles of macro-market actors, and intra-organizational
features of companies. In response to these conditions, two types of actions are
observed among investors: positive actions, such as timely and rational exit from the
market, and adverse actions, such as emotional entry and participation in the creation
or intensification of price bubbles. These actions, in turn, lead to specific outcomes:
positive outcomes such as profit realization, capital preservation, and benefiting from
tax incentives, and adverse outcomes such as financial losses, withdrawal from the
capital market, reduced investment levels, and capital transfer to parallel markets.
Ultimately, the model presented in this study provides a comprehensive and systematic
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depiction of the emergence, manifestation, and consequences of herd behavior in Iran's
capital market. It can serve as a theoretical and practical foundation for designing
preventive, corrective, and strategic policies in capital market management.
Additionally, the role of emerging technologies was highlighted, including the
decreasing influence of traditional media, growing trust in Al, and the integration of
shopping systems with messaging platforms. The findings reveal that interactions on
social networks, user reviews, and reference group influence firmly shape Generation
Z's purchasing behavior. Fast communication, short-form videos, and social values
like brand responsibility are key in their decision-making processes. Furthermore, the
increasing reliance on advanced technologies like artificial intelligence and augmented
reality has transformed their overall shopping experience. These findings provide
valuable insights for brands and businesses to develop marketing strategies that align
with Generation Z's cultural and social preferences.

Keywords: Herd behavior, Actions, Consequences, Stocks, Tehran Stock Exchange.
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