
86

NMIMS 
Management Review 
ISSN: 0971-1023
Volume XXX
Issue-3 | April 2022

The current issue and full text archive of this journal is available 
at https://management-review.nmims.edu/

Received: 11th August 2021
Review: 17th Dec. 2021
Accepted: 21st Feb. 2022

https://doi.org/10.53908/NMMR.300215

Does Your Personality Affect the 
Investment Risk You Take?

Shiwangi Poddar 1, Risav Adhikari 2 

Abstract

Purpose: This paper considers personality, one not so extensively researched factor 
affecting  investment decisions. It understands how personality traits affect an 
individual’s investment risk profile, and also how demographics affect this risk and 
personality. 

Methodology: For this purpose, a survey is conducted in Kolkata and Ranchi, 
with a total of 119 respondents. Investors’ personality is analyzed through Big Five 
Personality Trait Model. Risk Profile of investors is measured using Likert scale 
questions. Correlation, ANOVA or Chi Square tests  are used to find relations between 
personality traits, risk taken and demographics. 

Findings: This study found positive correlations between Openness to Experience 
and Neuroticism with Investor Risk. It found significant relations between Gender and 
Risk Taken. Neuroticism & Gender, Extroversion & Employment, and Extroversion 
& Income were also found to be significantly related.

Practical Implications: Understanding the financial personality helps in finding the 
reason behind an individual’s investment decision making, and how that individual is 
going to react to factors involved in investing. 

Originality/Value: Even though personality characteristics are important aspect, 
only recently have economists began analyzing their effect on financial decisions. 
This study will concentrates on this area, and explains how personality of the investor 
affects his/her risk perception.
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I. Introduction

In the past, researchers have analyzed the behaviour of investors and their decision-
making process. Various researches have attempted to understand how people make 
investment decisions, and what factors determine it. 

An extensive body of literature exists that tries to explain how personal characteristics 
influence the behaviour of investors. Even though personality characteristics are 
important aspect of psychology, only recently, economists began analyzing their effect 
on economic factors. Though, several studies have been conducted on behavioral 
finance, however, most of the papers have explored behavioral biases.

Understanding the financial personality helps in understanding the reason behind an 
individual’s decision making related to investment, and how that individual is going 
to react to factors involved in investing.   This study will concentrate on this very 
area, and explain how personality of the investor affects his/her risk perception.

II. Literature Review 

(Nyhus & Webley, 2001) looked into how personality affects savings and borrowings. 
They found through this study that personality traits like emotional stability, 
extroversion and autonomy could help in predicting borrowings and savings. It 
concluded that personality was an important psychological factor contributing to 
household saving and borrowing.

(Durand, Newby, & Sanghani, 2008) have found associations between the personality 
of an investor, their investment decisions and their portfolio performance. The results 
of their study showed that extroversion had a positive relation with stock exposure 
and agreeableness had negative relation with stock exposure. They also found that 
masculinity had a negative relation with risk exposure i.e., males are relatively less 
averse to risk.

(Mayfield, Perdue, & Wooten, 2008) explored the relationship between various 
psychological factors and long-term and short-term investment decisions. They 
understand psychological factors with an emphasis on the big five personality traits. 
Their results have found that extroverts tend to invest with the short-term focus, 
whereas those with high neuroticism do not invest in the short run. Another conclusion 
of their study was that people who are more open are more interested in investing with 
a long-term perspective. 

(Charles & Kasilingam, 2014) analyzed the big five personality traits and how they 
affect investor investment decisions. They found that Type A investors are influenced 
by thinking and intuitions, Type B investors are influenced by sensing, judging and 
thinking, and Type C by intuition, perceiving and feeling. Also, Type B investors 
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expect organic growth of their investments, Type C expect inorganic growth, and 
Type expect both organic and inorganic growth of their investments.

(Noe & Vulkan, 2015) suggest that many factors are thought to affect a portfolio 
manager’s performance, it may be monetary incentives or his/her career prospects. 
They suggest that one more factor might affect it, personality. They have performed a 
study with industry experts, where they have found that it is not aggressiveness, i.e., 
monetary incentives and career prospects, that affects performance. Rather they have 
concluded that personality is the factor that impacts a portfolio manager’s performance.

(Parameswari & Krishnan, 2015) studies the effect of personality traits on the risk 
profile of the investors. For understanding the personality traits, they have used the 
big five model. The results of their study show that personality traits do not have a 
significant effect on the investor attitude. They posit that investors invest wisely in 
diversified portfolios to maximize return and minimize risk, not according to their 
personalities. 

(Schäfer, 2016) analyses the retirement savings of German individuals and how they 
are affected by these individual’s personality traits. The study has revealed extraversion 
has a significant positive impact on retirement savings, whereas agreeableness has a 
significant negative impact on such savings. Another result of this study was that 
personality traits seem to largely affect retirement savings if a person is further away 
from average score of a specific personality trait. 

(Pinjisakikool, 2017) hypothesizes the big five personality traits as the determinants 
of financial risk tolerance. He examines, through this paper, the impact of personality 
traits on household financial behavior. He also uses the big five traits to predict the 
actual household financial behavior. He finds, through this study, that extroversion and 
intellect are positively related; and agreeableness, conscientiousness and emotional 
stability are negatively related to financial risk tolerance. 

(Raheja & Dhiman, 2017) understands the relationship between personality traits and 
behavioral biases, and the investment decisions of investors. Their study found there 
is a positive relationship between agreeableness and extroversion, and risk tolerance 
of investors. It also found a negative relation between openness to experience and risk 
tolerance. They also concluded a positive relation between overconfidence and regret, 
and investment decisions. 

(Oehler & Wedlich, 2018) studied the effect of neuroticism and extroversion on the 
risk profile of investors. The respondents’ extroversion and neuroticism levels were 
measured, also measured was their risk perception. They concluded that extroverts are 
tend to take more risks than introverts. They also found that more neurotic respondents 
took less risks than less neurotic ones.
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(De’Bortoli, Da’Costa, Goulart, & Campara, 2019) posit that four paradigms highlight 
the risk profile of the investors. These four paradigms are namely investor profile 
analysis, prospect theory, big five personality test and the cognitive reflection test. The 
results, analyzed through logistic regression, show that those who have higher risk 
tolerance, those who violate the prospect theory, and those who have high openness 
to experience take the riskiest investment decisions.

(Choudhary & Subramanian, 2019) studied the effect of personality of an investor 
on his/her investment decisions. A risk-taking score and an investment score were 
computed for each individual. They found that risk propensity has a positive relation 
with the investment score. They also found that that one’s personality could help 
predict his/her investment decisions, through regression analysis. 

III. Objectives

i. To understand how personality traits of an individual influences the risk 
he/she takes.

ii. To find out how demographic variables affect the investment decisions of 
an individual.

iii. To also find how demographics affect the personality traits.

IV. Research Methodology

i. Data Collection

Data is collected through a primary survey with a structured questionnaire.

Personality of the investors is analyzed through the Big Five Personality Trait Model. 
Four questions are asked to individuals on each of these dimensions to find out extent 
of these traits in their personality. 

Risk Profile of the individual investors here is measured using ten questions. The 
higher the value of the answers, the higher would be the risk taken by the investor.

ii. Sampling Design

For the purpose of the study a survey is conducted among respondents in Kolkata and 
Ranchi. A total of 119 respondents constitutes a sample for this study. Respondents 
are selected using convenience sampling.

iii. Tools Used

Microsoft Excel is used to compile and code the data. SPSS is used to analyze it by 
performing tests on it. 

Bi-variate Correlation is used to find the relation between personality traits and 
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risk. Analysis of Variance (ANOVA) is applied to understand associations between 
demographic variables and risk. Chi Square tests are used for relations between 
investment behavior and demographics. ANOVA is again used for associations 
between personality traits and demographics.

V. Analysis & Findings

1. Reliability Test

In this study for assessing the reliability, Cronbach’s Alpha has been 
computed. A value of Cronbach’s Alpha more than 0.6 signifies 
the data is acceptable and more than 0.7 signifies the data is good. 
In this case the value of Cronbach’s Alpha is 0.653, thus we can say the data is 
acceptable. (Table 1)

2. Personality Traits & Total Risk - Correlation 

Correlation between personality trait and total risk-taking capacity of respondents was 
calculated. The P value for openness to experience is 0.039 which is less than 5% and thus 
it shows a significant relationship between the two. The P value for Neuroticism is 0.027 
which is again less than 5% and thus it shows a significant relationship between the two. 
It can be inferred from Table 2, that people who are neurotic and the ones open to 
experience have the ability to take more risk.

3. Demographics & Total Risk - ANOVA

ANOVA between different demographics and total risk-taking capacity was calculated.  
The P value for gender is 0.019 which is less than 5% and thus it shows a significant 
relationship between the two. (Also shown in Table 3)

Means for Significant Relations

i. Gender & Total Risk

To understand the relationship between gender and total risk the mean values can be 
seen from Table 4. It was concluded that males are more open to risk than females. 

4. Investment Behaviour & Demographics - Chi Square Test (only 
significant ones)

Chi square test was done to test see relationship between Investment behaviour and 
demographics. Table 5 shows a significant relationship between years willing to grow 
and employment; and acceptance for short term drop for long term gain and gender 
with P value 0.047 & 0.044 which is less than 5%. 
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Frequencies for Significant Relations

i. Years willing to grow & Employment

To understand the relationship between years willing to grow and employment status, 
Table 6 can be referred. It was observed that people currently studying and the ones 
getting salary are willing to let their investment grow for at least 3-5 years. Also, an 
interesting observation was made that the unemployed people wanted instant returns 
from their investment.

ii. Acceptance for short-term drop for long-term gain & Gender

To understand the relationship between years willing to grow and employment status 
Table 7 can be referred. It was observed that males are more willing to take short term 
drop for a long-term gain as compared to females who aren’t as much comfortable 
with the short-term drops.

5. Personality Traits & Demographics – ANOVA (only significant ones)

ANOVA between personality traits and demographics was calculated.  
The P value in all the cases in Table 8, was observed to be less than 5% which 
clearly shows a significant relationship between different personality traits and their 
corresponding demographics.  

Means for Significant Relations

i.  Neuroticism & Gender

 To understand the relationship between gender and Neuroticism the mean 
values can be seen from Table 9. It was concluded that males have unstable 
emotions as compared to females.

ii. Conscientiousness & Education 

 To understand the relationship between conscientiousness and education the 
mean values can be seen from Table 10. It was concluded that post graduate 
and professional course people were more conscientious than the rest of the 
respondents.

iii. Extroversion & Employment

 To understand the relationship between extroversion and employment the mean 
values can be seen from Table 11. It was observed that freelancing and salaried 
people were more outgoing compared to the other respondents also the people 
currently studying were seen to be more reserved. 
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iv. Extroversion & Income

 To understand the relationship between extroversion and income the mean 
values can be seen from Table 12. It was observed that people having higher and 
mid-range income are usually extroverts whereas people having low incomes 
are moreover reserved.

  

VI. Conclusion

From the study, it was concluded that people who are open to experience and whose 
who are neurotic take more investment risk. It revealed males take more risk than 
females while investing. Also, students and unemployed persons want fast returns, 
than those who are into salaried or into business. Lastly, males were more neurotic 
than females, respondents’ conscientiousness increased with education, salaried & 
freelancers were more extroverted than others, and those with higher salaries are 
more extroverted. 

Risav Adhikary is now working as a faculty member at  St. Xavier’s University, 
Kolkata and can be reached by risav.adhikari@gmail.com

Shiwangi Poddar is an independent research scholar and can be reached at 
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Appendices

Table 1: Table showing Reliability Test output

Cronbach’s Alpha N of Items

.653 30

Table 2: Table showing the relations between Personality Traits & Risk

Variable 1 Variable 2 P Value Significant/Not 
Significant

Correlation 
Coefficient

Type of Cor-
relation

Openness to Expe-
rience

Total Risk 0.039 Significant 0.189 Positive

Conscientiousness Total Risk 0.323 Not Significant 0.091 Positive
Extraversion Total Risk 0.261 Not Significant 0.104 Positive
Agreeableness Total Risk 0.610 Not Significant -0.047 Negative
Neuroticism Total Risk 0.027 Significant 0.203 Positive
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Table 3: Table showing relations between Demographics & Risk

Variable 1 Variable 2 P Value Significant/Not Significant

Gender Total Risk 0.019 Significant
Age Total Risk 0.909 Not Significant
Education Total Risk 0.411 Not Significant
Employment Total Risk 0.174 Not Significant
Income Total Risk 0.101 Not Significant

Table 4: Table showing Mean Risk taken, sorted according to Gender

Gender No. of Observations Mean Risk
Male 43 24.09
Female 76 22.22
Total 119 22.90

Table 5: Table showing relations between Investment Behaviour & Demographics

Variable 1 Variable 2 P Value Significant/Not Significant

Years willing to grow Employment 0.047 Significant
Acceptance for short-term 
drop for long-term gain

Gender 0.044 Significant

Table 6: Table showing the Frequency Distribution of Years Willing to Grow, 
sorted according to Employment

1-2 years 3-5 years 6-10 years
More than 10 
years

Total

Unemployed 4 2 0 0 6
Studying 7 23 10 5 45
Temporary/Freelance 0 4 3 0 7
Business 0 3 0 2 5
Salaried 8 26 12 10 56
Total 19 58 25 17 119
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Table 7: Table showing the Frequency Distribution of ‘Acceptance for Short-
Term Drop for Long-Term Gain’, sorted according to Gender

Acceptance for short-term drop for long-term gain Male Female Total
No, under no circumstance. 1 8 9
Yes, but as long as the drops were small. 14 37 51
Yes, if I achieve higher returns. 20 19 39
Absolutely yes, see it as an opportunity to in-
vest more funds.

8 12 20

Total 43 76 119

Table 8: Table showing relations between Personality Traits & Demographics

Variable 1 Variable 2 P Value Significant/Not Significant

Neuroticism Gender 0.000 Significant
Conscientiousness Education 0.049 Significant
Extroversion Employment 0.037 Significant
Extroversion Income 0.026 Significant

Table 9: Table showing Mean Neuroticism, sorted according to Gender

Gender No. of Observations Mean Neuroticism
Male 43 .88
Female 76 -1.47
Total 119 -.62

Table 10: Table showing Mean Conscientiousness, sorted according to Education
Education No. of Observations Mean Conscientiousness
Higher Secondary 9 .11
Graduate 44 1.93
Post Graduate 55 2.35
Professional Course 11 3.00
Total 119 2.08

Table 11: Table showing Mean Extroversion, sorted according to Employment
Employment No. of Observations Mean Extroversion
Unemployed 6 .50
Studying 45 -.02
Temporary/Freelance 7 1.57
Business 5 -1.20
Salaried 56 1.38
Total 119 .71
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Table 12: Table showing Mean Extroversion, sorted according to Income

Income No. of Observations Mean Extroversion
10000 & Below 48 .38
10001-25000 15 -.27
25001-40000 12 .50
40001-55000 5 3.80
55000-70000 15 .40
Above 70000 24 1.63
Total 119 .71


