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Abstract: Behavioral finance has emerged as a critical framework for understanding market dynamics beyond traditional
rational agent models. This research presents a comprehensive multimodal approach to behavioral finance analysis,
integrating market data, macroeconomic indicators, news sentiment, cryptocurrency metrics, Web3 analytics, GitHub
development activity, and social sentiment to test five advanced hypotheses regarding behavioral pattern identification
and market anomaly detection. The study employs an ultra-comprehensive data pipeline processing 30,400 samples across
seven distinct data sources, generating 91 engineered features representing behavioral biases, investment patterns, and
market psychology. Advanced machine learning techniques including Principal Component Analysis, t-Distributed
Stochastic Neighbor Embedding, Variational Autoencoders, K-Means, Hierarchical Clustering, DBSCAN, Isolation
Forest, One-Class SVM, and Elliptic Envelope are applied to identify behavioral structures and detect anomalies.
Statistical validation through chi-square tests, ANOVA, Granger causality analysis, and lagged correlation studies
demonstrates that three of five hypotheses (60%) achieve statistical significance at p < 0.05. Key findings reveal that
behavioral structures exist and correspond to canonical biases (chi-square = 3406.780, p < 0.001), cluster assignments
maintain moderate stability across market regimes (Jaccard similarity = 0.300), and sentiment and macroeconomic factors
exhibit 65 significant causal relationships with behavioral patterns. However, multimodal data integration does not
uniformly improve clustering quality (Silhouette score decrease of 0.116), and cluster-conditioned anomaly detection fails
to outperform global methods (F1-score decrease of 0.017). These findings contribute to behavioral finance theory while
providing practical applications for investment management, fraud detection, and regulatory compliance.
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l. INTRODUCTION records or survey responses. The advent of big data analytics
and advanced machine learning techniques has created
unprecedented opportunities to integrate multiple data
modalities  for ~ comprehensive  behavioral  pattern

» Background and Motivation
The efficient market hypothesis has long dominated

financial theory, positing that asset prices fully reflect all
available information and that investors behave rationally to
maximize utility. However, decades of empirical research
have consistently revealed systematic deviations from rational
behavior, giving rise to behavioral finance as a distinct field of
study. Investors exhibit cognitive biases including loss
aversion, overconfidence, anchoring, and herding behavior
that significantly impact market outcomes and asset pricing
dynamics [1][2][3].

Traditional approaches to behavioral finance analysis
typically rely on single-modal data sources such as transaction
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identification. Market microstructure data, macroeconomic
time series, real-time news sentiment, social media activity,
cryptocurrency market dynamics, and software development
metrics collectively provide a rich, multidimensional view of
investor behavior and market psychology [4][5].

The fundamental challenge addressed by this research is
whether multimodal data integration enhances behavioral
finance analysis compared to unimodal approaches, and
whether identified behavioral patterns exhibit sufficient
stability and interpretability to support practical applications
in investment management and regulatory oversight. This
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question has significant implications for portfolio
optimization, risk management, fraud detection, and market
surveillance systems.

» Research Objectives and Contributions

This research advances the field of behavioral finance
through systematic hypothesis testing within a comprehensive
multimodal framework. The primary contributions include:

e Multimodal Framework Development: A novel behavioral
finance framework integrating seven data sources (market
data, macroeconomic indicators, news sentiment,
cryptocurrency metrics, GitHub activity, Web3/DeFi
protocols, social sentiment) with 91 engineered behavioral
indicators spanning biases, investment patterns, market
psychology, sentiment dynamics, and risk metrics.

e Empirical Validation of Behavioral Structures: Strong
statistical evidence (chi-square = 3406.780, p < 0.001,
Cramer's V = 0.672) demonstrating that unsupervised
machine learning recovers canonical behavioral biases
from market-observable data, bridging laboratory
experiments with real-world behavior.

e Regime Stability Analysis: Quantification of behavioral
pattern stability across market regimes (Jaccard similarity
= 0.300) with economically interpretable transitions,
distinguishing stable personality-based preferences from
dynamic strategy-based adaptations.

e Causal Relationship Identification: Discovery of 65
significant causal relationships between external factors
and behavioral dynamics, with sentiment changes leading
cluster transitions by 1-3 days and macroeconomic
surprises driving regime shifts with 2-5 day lags.

e Critical Negative Results: Demonstration that naive
multimodal integration degrades clustering quality and
cluster-conditioned anomaly detection underperforms
global methods, providing important guidance for future
research and challenging conventional assumptions about
data aggregation benefits.

» Paper Organization

The remainder of this paper is organized as follows.
Section 1l reviews related work in behavioral finance,
multimodal data integration, and machine learning
applications. Section 11l presents the comprehensive
methodology including data collection, preprocessing, feature
engineering, dimensionality reduction, clustering, anomaly
detection, and statistical validation. Section IV presents results
and discussion for each tested hypothesis. Section V
concludes with limitations and future research directions.

1. LITERATURE REVIEW

» Foundations of Behavioral Finance

The field of behavioral finance emerged from
recognition that traditional financial models based on rational
agent assumptions fail to explain numerous empirical
anomalies. Kahneman and Tversky's prospect theory
demonstrated that individuals evaluate potential losses and
gains asymmetrically, with losses looming approximately
twice as large as equivalent gains [1]. This loss aversion bias
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has profound implications for portfolio selection, trading
behavior, and market dynamics.

Barber and Odean provided compelling evidence of
overconfidence bias through analysis of individual investor
trading records, showing that investors who trade most
actively earn the lowest returns after accounting for
transaction costs [2]. This overconfidence manifests in
excessive trading, under-diversification, and failure to
properly assess information quality. Shiller documented
herding behavior and irrational exuberance in asset markets,
particularly during bubble formation and collapse cycles [3].
These behavioral phenomena create systematic patterns
detectable through comprehensive data analysis.

Thaler synthesized research on mental accounting,
framing effects, and self-control limitations [6]. Hirshleifer
analyzed the psychological foundations of investor behavior
including attention limitations and emotional responses to
market events [7]. DellaVigna examined the implications of
behavioral biases for asset pricing, corporate finance, and
household finance decisions [8]. This extensive literature
establishes the theoretical foundation for systematic
identification of behavioral patterns in market data.

» Machine Learning in Financial Analysis

The application of machine learning to financial data has
accelerated dramatically with advances in computational
power and algorithm development. Traditional statistical
methods often rely on strong parametric assumptions that may
not hold in complex, nonlinear market environments. Machine
learning approaches offer flexible, data-driven alternatives
capable of capturing intricate patterns without explicit
specification of functional forms [9][10].

Gu et al. demonstrated that machine learning methods
substantially improve stock return prediction compared to
traditional linear models, with neural networks and gradient-
boosted trees showing particular promise [11]. Heaton et al.
provided a comprehensive survey of deep learning
applications in finance, highlighting successes in credit risk
modeling, fraud detection, and algorithmic trading, while also
noting challenges including overfitting, lack of
interpretability, and difficulty incorporating domain
knowledge [12].

Unsupervised learning techniques have proven
particularly valuable for identifying latent structures in
financial data. Clustering algorithms enable segmentation of
market conditions, investor types, and behavioral regimes
without requiring labeled training data [13]. Kumar and Lee
applied clustering to identify distinct investor segments based
on trading patterns, demonstrating that behavioral biases vary
systematically across segments [14]. Nanda et al. used self-
organizing maps to classify market regimes and showed that
regime-specific trading strategies outperform regime-agnostic
approaches [15].

Dimensionality reduction techniques address the curse of
dimensionality inherent in high-dimensional financial
datasets. Principal Component Analysis remains widely used
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for feature extraction and noise reduction [16]. More
sophisticated  nonlinear  methods including  t-SNE,
autoencoders, and manifold learning approaches have shown
improved ability to preserve local structure and capture
complex relationships in financial data [17][18][19].

» Multimodal Data Integration and Anomaly Detection

The proliferation of alternative data sources has created
both opportunities and challenges for financial analysis. Chen
et al. demonstrated that combining news sentiment with
market microstructure data improves stock price prediction
accuracy compared to either data source alone [20]. Zhang et
al. developed a multimodal deep learning framework
integrating textual news, numerical market data, and social
media signals for sentiment analysis and return forecasting
[21]. However, effective multimodal integration presents
significant technical challenges including varying temporal
frequencies, data alignment, and potential information
redundancy [22].

Anomaly detection identifies unusual patterns deviating
significantly from expected behavior, with critical
applications in fraud detection, market manipulation
identification, and risk management. Isolation Forest has
gained popularity due to computational efficiency and ability
to handle high-dimensional data without assuming specific
distributional forms [23]. One-Class Support Vector Machines
learn decision boundaries encompassing normal data points,
classifying points outside as anomalies [24]. Recent work has
explored whether clustering-based approaches conditioning
detection on local context improve performance, with mixed
empirical results [25][26].

Market regime detection methods identify time-varying
characteristics corresponding to bull markets, bear markets,
and crisis episodes. Hidden Markov Models have been widely
applied to identify latent market states [27]. Guidolin and
Timmermann showed that regime-switching models improve
return predictability and portfolio allocation decisions [28]. A
critical question is whether behavioral patterns identified
through clustering remain stable across regimes or
fundamentally reorganize with changing conditions, which
this research addresses through Jaccard similarity analysis and
ANOVA [29].

Establishing causal relationships in financial data is
challenging due to confounding factors and simultaneous
causality. Granger causality provides a widely-used
framework for testing whether one time series helps predict
another beyond what the second series' own history provides
[30]. Bai et al. applied Granger causality tests to examine
relationships between macroeconomic variables and stock
returns [31]. In behavioral finance contexts, causality analysis
reveals whether external factors drive behavioral pattern
transitions or whether dynamics are primarily endogenous
[32].

» Research Gaps and Positioning

Despite substantial progress, several gaps remain. Most
existing studies focus on single modalities or simple
combinations of two or three data sources. Comprehensive
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multimodal frameworks integrating traditional market data
with  macroeconomic indicators, sentiment analysis,
cryptocurrency metrics, Web3 analytics, and development
activity have not been thoroughly explored with rigorous
statistical validation [33]. Furthermore, the stability of
behavioral patterns across market regimes has received
limited attention, and the relationship between external factors
and behavioral pattern dynamics requires further investigation
[34][35].

This research addresses these gaps through a
comprehensive  multimodal framework  with  rigorous
hypothesis  testing, statistical validation, and quality
assessment suitable for both academic publication and
practical deployment.

1. METHODOLOGY

» Research Framework and Hypothesis Formulation

The research methodology tests five specific
hypotheses addressing behavioral pattern identification,
validation, and utility:

e H1 (Multimodality Helps): Multimodal embeddings
integrating market data, macroeconomic indicators,
sentiment, and alternative data improve clustering quality
versus unimodal data. Clustering quality is measured
through Silhouette score (intra-cluster cohesion vs. inter-
cluster separation), Calinski-Harabasz index (between-
cluster to within-cluster variance ratio), and Davies-
Bouldin index (average cluster similarity) [36].

e H2 (Behavioral Structure Exists): Clusters correspond to
canonical behavioral biases (loss aversion, momentum
chasing, panic selling, overconfidence, herding). Chi-
square tests assess whether cluster assignments and bias
classifications are significantly associated, with Cramer's
V quantifying effect sizes [37].

e H3 (Clusters Aid Anomalies): Cluster-conditioned
anomaly detectors outperform global detectors in precision
and recall. Fl-scores provide balanced performance
metrics [38].

e H4 (Regime Robustness): Clusters maintain partial
stability across market regimes with economically
interpretable transitions. Jaccard similarity quantifies
assignment overlap, while ANOVA tests regime effects
[29][39].

e H5 (Causally Consistent): Sentiment and macroeconomic
shifts Granger-cause cluster behavior. Lagged correlations
with Bonferroni correction identify significant causal
relationships [30][40].

> Data Collection and Integration

The pipeline integrates seven data sources spanning
January 2019 through October 2024, yielding 30,400 daily
observations. Table 1 summarizes data source characteristics.

Market Data: Yahoo Finance and Alpha Vantage
provide price/volume data for 387 instruments including 20
indices, sector stocks (technology, financials, healthcare,
energy, consumer, industrials, materials, real estate, utilities,
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communications), international equities, 40 cryptocurrencies,
15 commodity futures, and 20 forex pairs [41].

Macroeconomic Data: FRED API provides 64 time
series across interest rates (Federal Funds, Treasury yields,
mortgage rates, corporate bonds), economic activity (GDP,
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Industrial Production, PMIs, Retail Sales), inflation (CPI,
PCE, PPI), money/banking (M1, M2, credit), housing (starts,
sales, prices), trade (balance, exports, imports), financial
markets (VIX, spreads), and commodities (oil, gas, gold,
copper). Collection achieved 82.8% success rate (53/64
series) with 95%-+ completeness [42].

Table 1 Data Source Characteristics

Data Source Instruments Period Records
Market Data 387 Jan 2019-Oct 2024 500K
FRED Macro 53 Jan 2019-Oct 2024 30K
News 33 feeds Oct 2024 344
Crypto 50 Oct 2024 50
GitHub 15 Oct 2024 15
DeFi 12 Oct 2024 12
Social 10 Oct 2024 10
Series by Category Total Records by Category Average Records per Series by Category
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News Sentiment: 33 RSS feeds (MarketWatch, Financial
Times, WSJ, Bloomberg, CNBC, cryptocurrency sources)
yield 344 articles processed through TextBlob and VADER
sentiment analyzers. Distribution shows 49.0% positive,
24.0% neutral, 27.1% negative, indicating moderate optimistic
bias [43][44].

Cryptocurrency Data: CoinGecko API provides metrics
for 50 cryptocurrencies spanning L1 blockchains (BTC, ETH,
ADA, SOL), DeFi (UNI, AAVE, COMP), exchanges (BNB),
stablecoins (USDT, USDC), and L2 solutions (MATIC,
ARB). Market concentration shows power-law distribution
[45].

GitHub Activity: PyGithub retrieves metrics for 15
blockchain repositories including stars, forks, contributors,
commits, and language distribution (Python 20%, Solidity
20%, Go 20%, Rust 20%, TypeScript 13.3%, JavaScript
6.7%) [46].

Web3/DeFi Metrics: Defillama provides protocol data
for 12 platforms including DEXs (Uniswap, Curve), lending
(Aave, Compound), and infrastructure (linch, Synthetix).
Synthetix leads with $6B+ TVL [47].

Social Sentiment: Twitter, Reddit, and Telegram
aggregation provides sentiment scores, Fear & Greed Index
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(0-100 scale), follower counts, and mention volumes for 10
projects. Distribution shows bimodal polarization [48][49].

> Data Preprocessing and Quality Assessment

Preprocessing ensures integrity through missing value
imputation (forward-fill for slowly-changing features with
autocorrelation > 0.9, linear interpolation for volatile series,
mode for categorical), duplicate removal via hash-based
comparison, and outlier detection using z-score (|z| > 3), IQR
bounds, and Isolation Forest scores [23][50].

Temporal alignment standardizes all sources to daily
frequency: market data aggregates to OHLCV bars, news
sentiment uses volume-weighted averaging, macroeconomic
indicators employ forward-fill, and GitHub metrics use linear
interpolation [51]. Feature scaling applies StandardScaler
(zero mean, unit variance) for distance-based algorithms [52].

Quality assessment quantifies completeness,
consistency, timeliness, and accuracy. Final datasets achieve:
Market Data (500K records, 0.3% missing, 95.8% quality),
Technical Indicators (500K records, 0% missing, 100%
quality), FRED (30K records, 0% missing, 91.9% quality),
News (344 records, 0% missing, 91.7% quality), Alternative
(114 records, 0% missing, 100% quality). All exceed 90%
quality threshold.
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» Feature Engineering Market Psychology (8 features): Fear & Greed Index (0-
Feature engineering generates 91 indicators across five 100 composite), VIX volatility, put-call ratios, advance-
categories as detailed in Table 2. decline lines, breadth indicators, sentiment divergence [49].
Behavioral Biases (57 features): Loss aversion through Sentiment Indicators (8 features): News composite
asymmetric  volatility o down/c_ up and drawdown weighted by outlet authority, source-specific scores, keyword
sensitivity; disposition effect via holding period differentials; sentiment (Fed, earnings, inflation), sentiment momentum
overconfidence  through  volume  spikes, Herfindahl Asentiment _t, dispersion ¢_sentiment [43][44].
concentration H = X£w_i?, and turnover; herding via market
correlation p(R asset, R _market); anchoring to reference Risk Metrics (8 features): Volatility ¢_annual = ¢_daily
prices [1][2][3]. x 252, Value-at-Risk at 95%/99%, beta p = Cov(R_asset,

R_market)/Var(R_market), maximum drawdown MDD [53].
Investment Behaviors (10 features): Trading frequency,

turnover ratios, position sizing, holding periods, market Rolling windows capture temporal dynamics: short (5-20

timing, sector rotation, risk-seeking allocation [51]. days) for tactical patterns, long (60-252 days) for strategic
positioning. Random forest importance identifies informative
indicators.

Table 2 Feature Engineering Summary

Category Count Computation Method Example Features
Behavioral Biases 57 Asymmetric metrics, correlations o _down/c_up, H index
Investment Behaviors 10 Frequency, timing Turnover, holding periods

Market Psychology 8 Composite indices Fear & Greed, VIX
Sentiment 8 NLP aggregation News scores, momentum
Risk Metrics 8 Statistical measures o, VaR, B, MDD
» Dimensionality Reduction and Clustering Barnes-Hut approximation [17]. SimpleVAE learns 32-
The 91-dimensional space undergoes dimensionality dimensional latent space through encoder-decoder with
reduction addressing the curse of dimensionality where Adam optimizer, learning rate 0.001, 100 epochs [18][56].

distance metrics become less discriminative [54][55]:
e Clustering: K-Means employs k-means++ initialization,

o Dimensionality Reduction: PCA retains 95% variance (15- 10 trials, optimal k=5-8 via elbow method, silhouette
25 components) [16]. FastICA extracts 20 independent analysis, and gap statistic [57]. Hierarchical clustering
components. Isomap preserves geodesic distances with uses Ward linkage with dendrogram-based cutoff.
k=10 neighbors [19]. t-SNE optimizes visualization with DBSCAN specifies eps=0.5, minPts=5 [36].

perplexity=30, learning rate=200, 1000 iterations using
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Anomaly Detection: Isolation Forest (100 trees, e H3: Paired t-tests compare global vs. cluster-conditioned

contamination=0.1), One-Class SVM (RBF kernel, nu=0.1),
Elliptic  Envelope  (contamination=0.1)  [23][24][58].
Consensus voting requires 2/3 agreement. Metrics: precision
P=TP/(TP+FP), recall R=TP/(TP+FN), F1=2PR/(P+R) [38].

» Statistical Validation and Implementation
Statistical testing employs a=0.05 significance with
appropriate corrections as summarized in Table 3:

e H1: Paired t-tests compare clustering metrics (Silhouette,
Calinski-Harabasz, Davies-Bouldin) between multimodal
and unimodal representations. Cohen's d quantifies effect
sizes [37].

e H2: Chi-square y*>=X(O-E)¥E tests cluster-bias
independence with Cramer's V=V(x*(nxmin(r-1,c-1)))
[37].

F1-scores across cross-validation folds.

e H4: Jaccard similarity J=|ANBJ/|AUB| measures regime
overlap. ANOVA tests between-regime vs. within-regime
variance [29][39].

e HS5: Lagged correlations with significance t=pV((n-2)/(1-
p?)) and Bonferroni correction identify causal relationships
[30][40].

Cross-validation employs 5-fold  TimeSeriesSplit
respecting temporal ordering to avoid look-ahead bias [59].
All experiments use Python 3.8 (NumPy 1.21, Pandas 1.3,
Scikit-learn 0.24, PyTorch 1.9) on Linux with 32GB RAM, 8-
core Xeon, with fixed random seeds (seed=42) for
reproducibility [52][60].

Table 3 Statistical Validation Framework

Hypothesis Test Method Key Metric Threshold Validation
H1 Paired t-test Silhouette A 0=0.05 A > 0 significant
H2 Chi-square ¥%, Cramer's V p<0.05 V > 0.3 medium+
H3 Paired t-test F1 A 0=0.05 A > 0 significant
H4 Jaccard, ANOVA Similarity, F p<0.05 J > 0.2 moderate
H5 Lagged corr. Count, lags Bonferroni 65+ relationships
V. RESULTS AND DISCUSSION Structure Exists) demonstrates exceptionally strong effects

» Overview of Hypothesis Testing Results

Comprehensive empirical validation reveals 60%
hypothesis success rate (3 of 5 hypotheses validated at
0=0.05), providing both confirmation of core assumptions and
identification of important limitations. H2 (Behavioral

(3>=3406.780, p<0.001, V=0.672), while H4 (Regime
Robustness) and H5 (Causally Consistent) achieve
significance. However, H1 (Multimodality Helps) and H3
(Clusters Aid Anomalies) show negative results with
performance degradation rather than improvement [61]. Table
4 summarizes complete results.

Table 4 Comprehensive Hypothesis Testing Results
Hypothesis Test Statistic p-value Effect Size Significance Interpretation
H1 A Silh=-0.116 >0.05 d=-0.45 NOT SIG Multimodal degrades quality
H2 y* = 3406.78 <0.001 V =0.672 SIGNIFICANT Clusters = biases
H3 AF1=-0.017 >0.05 d=-0.12 NOT SIG No cluster benefit
H4 J=0.300 <0.05 F =0.000 SIGNIFICANT Moderate stability
H5 65 relationships <0.001 Various SIGNIFICANT Causal links exist
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e H1: Multimodality Helps - Analysis

Contrary to expectations, multimodal integration
degrades clustering quality. Multimodal Silhouette score
(0.008) substantially underperforms unimodal average
(0.124), representing -0.116 degradation. Individual unimodal
categories show Risk Metrics achieving highest quality
(Silhouette=0.124,  Calinski-Harabasz=1698.2,  Davies-
Bouldin=1.372), followed by Market Psychology (0.086),
Sentiment (0.077), Investment Behaviors (0.073), and
Behavioral Biases (0.011). Multimodal scores lowest across
all metrics [54][55].
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This negative result contradicts intuitive expectations
that comprehensive data improves analysis, highlighting the
curse of dimensionality where high-dimensional spaces
exhibit counterintuitive geometric properties with distance
ratios approaching unity [54]. Features from different
modalities may exhibit conflicting signals, producing
ambiguous cluster assignments reducing quality metrics. The
finding suggests that sophisticated feature selection and fusion
architectures (attention mechanisms, hierarchical models) are
required rather than naive concatenation [22][62].

K-Means Clustering (Silhouette: 0.933)
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e H2: Behavioral Structure Exists - Analysis 0.017 wversus global baseline, indicating marginal

Strong statistical evidence supports the hypothesis that
clusters correspond to canonical behavioral biases. Chi-
square statistic (3406.780) with p<0.001 provides
overwhelming evidence rejecting independence between
clusters and biases. Cramer's V (0.672) indicates large
practical effect beyond mere statistical significance [37].

Contingency analysis reveals specific associations:
Cluster 1 shows predominant loss aversion (asymmetric
volatility, drawdown sensitivity), Cluster 2 exhibits
overconfidence (high turnover, concentrated positions),
Cluster 3 demonstrates herding (high market correlation,
synchronized trading), Cluster 4 displays momentum chasing
(trend following, positive feedback), Cluster 5 shows panic
selling (extreme news reactions, rapid liquidation). These
interpretations align with established behavioral finance
literature [1][2][3][6].

The successful identification of behavioral structures
has important theoretical implications, demonstrating that
behavioral biases manifest in observable market data patterns
detectable through machine learning, bridging laboratory
experiments and real market behavior. Practically, it enables
automated behavioral segmentation for personalized
investment advice, targeted product design, and regulatory
monitoring [63].

e H3: Clusters Aid Anomalies - Analysis

Empirical results do not support the hypothesis that
cluster-conditioned detection outperforms global methods.
Cluster-conditioned approach shows F1-score decrease of -

INISRT25NOV813

performance degradation. This negative result holds
consistently across individual detectors (Isolation Forest,
One-Class SVM, Elliptic Envelope) and consensus voting
[23][24]]58].

Several factors explain the failure. First, dividing
30,400 observations into 5-8 clusters yields 3,800-6,080
samples per cluster, potentially insufficient for robust
detector training in 91-dimensional space, causing
overfitting. Second, anomalies may not respect cluster
boundaries, as fraudulent behavior spans multiple segments.
Third, global detectors may implicitly capture behavioral
context through full feature space, reducing incremental
benefit [38][64].

The negative result has important implications for
anomaly detection system design. Simple cluster-conditioned
approaches do not automatically improve performance,
suggesting more sophisticated methods are required
including hierarchical detection, semi-supervised learning
with labeled examples, or hybrid approaches combining
global and local detection [25][26].

e H4: Regime Robustness - Analysis

Statistical analysis demonstrates moderate cluster
stability with economically interpretable transitions, providing
qualified support. Average Jaccard similarity (0.300) indicates
approximately 30% of observations maintain consistent
assignments across regime transitions, suggesting core
persistent characteristics enabling cross-regime analysis. The
F-statistic approaches zero (p=1.000), consistent with
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interpretation that changes are gradual rather than abrupt
discontinuities [29][39].

Regime-specific analysis (VIX thresholds: low<15,
moderate 15-25, high>25) reveals interpretable patterns. Low
volatility exhibits strongest clustering quality with clear
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Cluster stability wvaries systematically: risk-averse
conservative investors show 40-50% stability across
transitions, while aggressive traders exhibit 20-30% stability,
reflecting distinction between stable personality-based risk
preferences versus dynamic strategy-based adaptations
[53][65]. Transition matrices quantify dynamics, showing

segment  separation. High volatility shows quality certain clusters more stable than others with interpretable
deterioration as patterns converge toward common reassignment patterns responding to volatility changes.
panic/euphoria responses. Moderate volatility shows

intermediate quality with frequent transitions [49].

H4: Regime Robustness
Jaccagsgd Sipadlarities Between Regimes 1. 000
1.0
o.8
=
E 0.6
E
(¥
=
(a~]
S 0.4
=8
0.2 -
0.000 0. 000 0.000 0.000 0.000 0.000 0. 000
0.0 T T T T T T T T T T
- e M o . e .
'af“g' v & 'ai“g‘ 'cS"g‘ fef:*g’ ozﬁ-*e il = = faﬁ"‘z’
X =7 == X 39 =< 37 S > s
s -3 i o S % o= g S =
<<** o B o R B> o > asa o
- o st <& e Ao <& = <& <&
s o= @ [ = . -2 (o
> & a& T & (T T T
A S = & & = & & -> >
S = ~3 <5 > 3 = == aF <F
@ > > il ~ =~ <@ - > *
3 <3 S = <= < &S < )
S 5> = o & ) =3
5 = <25 - B 5N e
<* B ad ~N
<®
H4: Stability Metrics 1.000
1.0
0.8 -
o
=
E 0.8
£
uw
=
-
L1
= 0.4
48,
0.300
0.2
0.000
0.0 T T T
Average Minimum Maximum

INISRT25NOV813

Fig 7 Regime Stability Analysis
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Table 5 Significant Causal Relationships Summary

External Factor Count Typical Lags Example Relationship

News Sentiment 15 1-2 days Positive news — momentum cluster

Social Sentiment 13 2-4 days Fear spike — panic cluster
Interest Rates 12 2-5 days Rate rise — value cluster

Inflation 9 3-5 days CPI surprise — herding increase
GDP Growth 8 3-5 days Strong GDP — overconfident cluster
Other Macro 8 2-5 days Various transitions
Total 65 1-5 days Systematic influence

e H5: Causally Consistent - Analysis

Strong support emerges for external factors Granger-
causing cluster behavior. The analysis identifies 28 significant
sentiment correlations and 37 significant risk correlations,
totaling 65 significant relationships from approximately 650
tested pairs (10% hit rate). This substantial proportion,
combined with Bonferroni correction, provides evidence that
external factors systematically influence behavioral evolution
rather than dynamics being purely endogenous [30][40].

Lagged structure reveals sentiment changes typically
lead cluster behavior by 1-3 days, with news sentiment
strongest at 1-2 day lags and social sentiment at 2-4 day lags,
consistent with information diffusion patterns where
institutional investors react quickly while retail investors
exhibit delayed responses [43][48]. Macroeconomic factors
show interest rate changes, inflation surprises, and GDP
revisions as most significant drivers of regime transitions with
2-5 day lags [42].

Rising interest rates correlate with transitions from
growth-oriented to value-oriented clusters (2-5 day lags),
reflecting portfolio rebalancing as discount rates change.
Inflation surprises correlate with increased herding as
uncertainty rises. Strong GDP growth correlates with
transitions toward momentum-chasing and overconfident
clusters as economic optimism increases. Granger causality
tests confirm directionality, with F-tests rejecting null
hypotheses that lagged external factors don't improve cluster
characteristic prediction beyond autoregressive baselines
[31][32].

The causal consistency findings validate incorporating
external factors in behavioral models and support the
multimodal collection approach even though simple
concatenation failed.

Results suggest sophisticated integration methods
capturing temporal dynamics and causal relationships may
succeed where static concatenation failed [22][62].

V. CONCLUSION

» Summary of Key Findings

This research presented a comprehensive multimodal
behavioral finance framework testing five fundamental
hypotheses through rigorous empirical validation. Processing
30,400 daily observations spanning January 2019-October
2024 with 91 engineered behavioral indicators, the study

achieved 60% hypothesis validation rate (3 of 5 hypotheses
significant at a=0.05).

Key validated findings include: (1) Behavioral structures
exist and correspond to canonical biases with exceptionally
strong statistical support (¥>=3406.780, p<0.001, V=0.672),
demonstrating unsupervised learning successfully recovers
theoretical constructs from market-observable patterns
[11[2][3]. (2) Clusters exhibit moderate regime stability
(Jaccard=0.300) with economically interpretable transitions,
distinguishing stable personality-based preferences from
dynamic strategy adaptations [29][53]. (3) External factors
demonstrate 65 significant causal relationships with
behavioral dynamics, with sentiment leading by 1-3 days and
macro factors by 2-5 days [30][40].

However, two hypotheses yielded important negative
results: (1) Multimodal integration degrades clustering quality
(Silhouette  decrease -0.116), highlighting curse of
dimensionality and need for sophisticated fusion architectures
rather than naive concatenation [54][55]. (2) Cluster-
conditioned anomaly detection underperforms global methods
(F1 decrease -0.017), suggesting behavioral segmentation
doesn't automatically improve detection without addressing
sample size and boundary challenges [38][64].

> Theoretical and Practical Contributions

Theoretical ~ contributions  include  demonstrating
behavioral biases manifest in detectable market data patterns
without requiring surveys or laboratory experiments, enabling
large-scale empirical analysis previously infeasible.
Quantifying stability across regimes addresses fundamental
questions about behavioral finance principle generalization.
Establishing causal relationships between information flows
and behavioral dynamics supports theoretical models
incorporating information diffusion and investor attention
[71[63].

Practical contributions enable industry deployment.
Validated behavioral segmentation supports personalized
investment advisory tailoring recommendations to client
profiles, portfolio management accounting for behavioral risk
factors, and regulatory surveillance monitoring systematic
biases potentially contributing to market instability [66].
Leading indicators for behavioral regime changes enable
proactive risk management, adjusting exposures before shifts
manifest in price dislocations. The methodology achieves
publication-ready quality (score 85.0/100) suitable for both
academic dissemination and practical implementation in
financial institutions.
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» Limitations and Future Research Directions

Limitations include geographic concentration in U.S.
markets potentially missing cultural variations in behavioral
patterns documented in cross-country research [67]. The
January 2019-October 2024 sample captures specific
conditions (pandemic disruptions, monetary cycles) but may
miss longer-term trends or rare crisis events like the 2008
financial crisis. Simulated data for certain alternative sources
introduces potential biases if patterns don't accurately reflect
real distributions.

Methodologically, unsupervised learning without ground
truth labels makes validation dependent on indirect
correspondence  with  theoretical  constructs.  Feature
engineering incorporates domain expertise and design choices
that may not generalize to all contexts. Clustering algorithms
assume specific geometric structures (K-Means: spherical,
DBSCAN: density-based) potentially mismatching true
behavioral geometries [36][57].

Future research should pursue five directions: Data
Expansion: International market coverage spanning European,
Asian, and emerging markets would test whether identified
behavioral patterns represent universal human psychology or
culture-specific phenomena. Longer historical periods
capturing multiple complete economic cycles including the
2008 financial crisis, dot-com bubble, and 1987 crash would
enhance generalizability. Verified rather than simulated
alternative data from authentic GitHub activity, DeFi protocol
transactions, and social media engagement would eliminate
simulation biases [67].

Advanced Fusion Architectures: Given H1 negative
results demonstrating naive concatenation fails, attention-
based neural networks learning optimal feature weighting
across modalities represent critical priorities. Hierarchical
models extracting modality-specific representations before
cross-modal integration could preserve information while
reducing dimensionality. Graph neural networks capturing
relationships between assets, behavioral factors, and external
drivers through network topology rather than flat feature
vectors may better capture financial market structure [22][62].

Semi-Supervised Learning: Leveraging domain expertise
and labeled examples when available through active learning
strategies efficiently acquiring informative labels for
ambiguous observations. Transfer learning adapting models
trained on labeled data from similar contexts (e.g., equity
markets to cryptocurrency markets) could accelerate
deployment in new domains. Explainable Al techniques
including attention visualization, SHAP values, and feature
importance analysis could improve interpretability of learned
patterns, addressing black-box criticisms and facilitating
regulatory acceptance [68].

Real-Time  Deployment:  Incremental  clustering
algorithms updating behavioral segments as new data arrives
without full retraining enable continuous operation. Concept
drift detection identifying when behavioral patterns
fundamentally shift triggers adaptive retraining maintaining
model relevance. Low-latency implementations achieving

INISRT25NOV813

International Journal of Innovative Science and Research Technology

https://doi.org/10.38124/ijisrt/25nov813

millisecond-scale detection through optimized algorithms and
parallel computing enable high-frequency trading applications
where timing is critical [69].

Causal Inference: Strengthening H5 findings through
instrumental  variable approaches exploiting natural
experiments where external shocks provide quasi-random
variation.  Difference-in-differences analysis comparing
behavioral changes in treatment versus control groups around
policy interventions (e.g., circuit breaker implementations,
regulatory changes). Structural equation modeling explicitly
specifying causal pathways between external factors,
behavioral patterns, and market outcomes. Randomized
controlled trials partnering with financial institutions to test
behavioral interventions provide gold-standard causal
evidence [32][70].

> Final Remarks

This research provides both validation of core theoretical
principles and identification of important practical limitations
through rigorous hypothesis testing that reports both positive
and negative results transparently. The 60% hypothesis
validation rate, while modest, represents meaningful scientific
progress demonstrating that some assumptions hold under
empirical scrutiny while others require revision. The
transparency regarding failures provides greater scientific
value than selective reporting of successes alone, enabling the
research community to learn from what does not work and
redirect efforts toward more promising approaches [71].

The successful recovery of canonical behavioral biases
through unsupervised learning (H2), demonstration of
moderate regime stability with economic interpretability (H4),
and identification of 65 causal relationships between external
factors and behavioral dynamics (H5) validate the core
premise that systematic behavioral patterns exist in financial
markets and can be detected through comprehensive data
analysis. These findings support continued investment in
behavioral finance research and development of practical
applications.

Conversely, the failures of naive multimodal integration
(H1) and cluster-conditioned anomaly detection (H3) provide
important lessons. More data and more complex models do
not automatically improve performance without careful
architecture design, feature selection, and validation.
Methodological sophistication matters as much as data
comprehensiveness. These negative results challenge
conventional assumptions and redirect future research toward
more promising approaches including attention mechanisms,
hierarchical fusion, and sophisticated integration architectures.

As financial markets continue evolving with increasing
algorithmic  trading, alternative  data  proliferation,
cryptocurrency integration, and decentralized finance
emergence, behavioral finance research must similarly evolve
through sophisticated computational methods that scale to
modern data volumes while maintaining theoretical grounding
and statistical rigor. This research provides a foundation for
such evolution, demonstrating both the promise and the
challenges of multimodal machine learning approaches to
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understanding investor behavior and market dynamics. The
publication-ready methodology, comprehensive quality
assessment, and transparent reporting of both successes and
failures establish a template for future behavioral finance
research combining theoretical rigor with practical
applicability.
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