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ABSTRACT  
Purpose- The development of financial markets, the complexity of financial products and services, the differences in individual investor 
profile increase the importance of estimating the financial behaviour of individual investors. The aim of the study is to determine the effects 
of individual investor's personality traits on their financial behaviors. 
Methodology- A questionnaire designed to evaluate the personality traits and financial behaviours of individual investors was used. The data 
set consisted of 1347 individual investors through survey method. We performed multiple linear regression to examine the hypo thesized 
relationships. 
Findings- According to the statistical results of the research, the dimensions of personality traits such as conscientiousness, agreeableness 
and openness to experience have positive and significant effects on financial behaviour. But extraversion and neuroticism have not significant 
effects on financial behaviour.  
Conclusion- The results of the study emphasize the importance of personality characteristics in explaining financial behaviours. Personality 
traits are important factors that financial institutions should focus on when offering products and services related to individual investor 
portfolios. 
 
Keywords: Behavioral finance, financial behaviour, personality traits, financial risk tolerance, financial literacy. 
JEL Codes: G00, G40, G41 
 

 

1. INTRODUCTION   

Financial behaviour can be defined as the expenditure, saving, investment and planning actions of the individual in the 
financial fields. The development of financial markets, differences in investor profile and complexity of financial products 
increase the importance of estimating the financial behaviour of individual investors. Financial behavior, which is the focus 
of interest of researchers for the reasons stated, has attracted interest from both microeconomic and macroeconomic aspects 
by researchers and policy makers. Financial attitudes and behaviours have an effect on financial decisions on monetary issues 
such as expenditure, saving, budgeting and investment. Financial decisions of individuals are effective on financial welfare 
levels. In order to make the right decisions on the management of money, such as the evaluation of investments in the right 
investment tools, spending and savings, it is necessary for individuals to increase their financial literacy levels and evaluate 
their decisions in terms of risk, return and cost. Many studies based on classical finance theory have used demographic and 
socio-economic factors to explain financial behavior (e.g., Bajtelsmit and Bernasek, 1996; Powel and Ansic, 1997; Wang and 
Hanna, 1997; Grable and Lytton,1998;  Dwyer et al., 2002; Hallahan et al., 2004; Grable and Joo, 2004; Roszkowski and Grable, 
2005; Jianakoplos and Bernasek, 2006; Anbar and Eker, 2010; Gong and Yang, 2012; Larkin et al., 2013; Lan et al., 2018). The 
inadequacy of classical finance in explaining the financial problems and market anomalies faced by individuals caused new 
theories to emerge. Developed behavioural finance models against the effective market hypothesis argue that individuals are 
not fully rational and subject to some psychological tendencies while making decisions on financial matters. For this reason, 
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not only economic reasons but also psychological and sociological factors should be taken into consideration when examining 
individuals' financial attitudes and behaviours. 

There are many internal and external factors affecting the financial behaviour of individuals. One of the internal factors that 
influence financial behaviour is personality. Personality is a relatively permanent form of individual thoughts, emotions, 
motives and behaviours (McCrae and John, 1992). Several dimensions related to personality have been revealed by the 
researchers. Goldberg (1990) stated that five strong factors emerged in his study based on adjectives in the dictionary and 
suggested that personality research could be organized within the framework of these five strong factors. 

Personality traits are one of the important psychological factors affecting the financial behavior of individual investors. 
Individual investors may be considered as investors who are trading in financial areas on their own behalf. Unlike institutional 
investors, individual investors may be more affected by psychological and sociological factors. This research focuses on the 
effect of personality traits in determining investor behaviour that rational models do not provide sufficient explanations 
under the behavioural finance perspective. The paper contains sections suitable for scientific flow. The review of the relevant 
literature is provided in the second section. The third section includes data and methodology. In the fourth section, findings 
and discussions are given. The last section indicates the conclusion and recommendations. 

2. LITERATURE REVIEW  

2.1 Financial Behaviour 

Financial behaviour, in the most basic sense, can be thought of as monitoring individuals' financial conditions, making careful 
purchases, managing their loans, savings and investments (Alkaya and Yagli, 2015). Hilgert, Hogarth, and Beverly (2006) divide 
financial behaviour into four basic sub-factors; cash management, credit management, savings and investment. The findings 
of the study characterize financial behaviors as hierarchical. The types of financial products owned by individuals can provide 
information on how well they manage their personal financial resources and how financially responsible and forward-looking. 
This conclusion is consistent with other studies show that budgeting, controlling expenditure and forward thinking are 
indicators of responsible financial behavior for specific actions (Perry and Morris, 2005). The effects of factors such as financial 
information, locus of control and income are examined on individual behavior. As a result, financial knowledge and locus of 
control have a significant effect on financial behavior, while income does not have the same effect (Arifin, 2017). There are 
studies suggesting that financial information acquired at an early age may affect subsequent financial behaviour. Kotlikoff 
and Bernheim (2001) investigated a sample of consumers in the highest earning periods (30-49 years) and showed that adults 
attending private financial education schools caused more financial behaviours towards non-educated adults. Kubilay et 
al.,(2016) examined the personality traits, psychological tendencies and financial risk tolerance of the individual investor. It 
was stated that there was a significant relationship between the personality traits and psychological tendencies of the 
investors and the personal characteristics affect the financial risk tolerance. Financial literacy is a concept beyond financial 
information, which is defined as the development of financial consciousness and understanding of financial concepts and 
procedures (Potrich et al., 2016). Lusardi’s study (2008) examined the saving behaviour of American households and report 
that the effect of the low financial literacy and lack of education on savings behaviour. Financial education programs and 
financial advice are not only for individuals' savings for retirement but also suggests that children will be able to increase their 
special savings, which will help them against the suddenly loss of their education or income. 

2.2. Personality Traits  

Personality can be defined as one of the fundamental psychological factors that shape human behaviour. Personality is taken 
partly genetically inherited from parents (Raheja and Dhiman, 2017). However, many factors such as social environment, 
family, geographical and physical conditions can be effective in personality development. For this reason, it can be said that 
individuals have different personality traits which are one of the main reasons for developing different perceptions or 
solutions against the same events (Erkuş and Tabak, 2009). Goldberg (1990) stated that five powerful personality traits called 
the”big five” emerged and personality researches could be organized within the framework of these five strong factors. 
Accordingly, the first dimension of the five personality model is extraversion. The extravert people are more social, more 
active and impulsive, less dysphoric, less introspective and self-preoccupied with ones compared to inward individuals 
(Watson and Clark, 1997). The second dimension of the model is agreeableness. Agreeableness includes many aspects such 
as socially preferred trust, forgiveness, helpfulness, and friendlyness. Disagreable individuals are more skeptical, self-centered 
and cruel (Costa and McCrae, 1992). Conscientiousness which is the third dimension of the five factor personality model, can 
be defined as diligent, responsible and careful, planned and organized. It is also associated with success, order and persistence 
as well as the degree of self-control (Costa, McCrae, and Dye, 1991). According to Costa and McCrae (1992b), the fourth 
dimension of neuroticism is examined in six sub-aspects: anxiety, hostility, depression, self-consciousness, vulnerability and 
impulsivity. Individuals with a high score of neuroticism probably have a variety of problems, including negative moods and 
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physical symptoms. The final dimension of the model is openness to experience. It is about creativity, imagination and 
innovation(Zhao and Seibert, 2006). Individuals who are not open to experience are generally more narrow-minded and 
traditional. Choosing a new experience can be seen as a cognitive stimulus as it involves taking risks(McCrae and Costa, 1997). 
Although personality is generally associated with attitudes and behaviours, a limited number of studies focus on the effect of 
personality on financial issues. Davey and George (2011) examined the effects of personality traits on financial attitudes and 
behaviours and it is stated that conscientiousness and extraversion affected their savings and borrowing behaviours more 
than others. In line with expectations, conscientiousness and locus of control is found to have a profound effect on both 
financial attitude and behaviour. Agreeableness, openness to experience and neuroticism were also important, while 
extroversion was shown to affect normal saving behaviours. Oehler et al. (2017) analyzed the effects of extraversion and 
neuroticism degrees on decision making processes in the experimental asset market. The authors found that extraversion 
and neuroticism significantly affected individuals' behaviours in the experimental entity market. Less extroverted individuals 
buy less assets and pay lower prices for financial assets. Less neurotic individuals have more risky assets in their financial 
portfolios than more neurotic individuals. According to Tauni et al.(2017), which examined whether the personality traits of 
the individual investor affect the relationship between knowledge acquisition and stock trading behaviour, it showed that 
personality traits direct the relationship between buying and selling behaviours of stocks. This research confirms that traders 
who obtain more information are more likely to trade in stocks. The acquisition of information tends to increase the trading 
frequency of investors who have conscientiousness, extraversion, and agreeableness personality traits. The individuals who 
have different personality characteristics also have different financial risk tolerance levels and these different personal 
properties ultimately affect the financial behaviour in the form of different savings and savings amounts. This key finding 
promotes the more study of psychological factors between financial risk tolerance and financial behaviour (Pinjisakikool, 
2018). When the studies investigated the relationship between personality and financial risk tolerance, it was stated that 
there was significant relationship between personality traits such as extraversion and openness to experience, and other 
personality traits in which there is no positive relationship with financial risk tolerance (Pak and Mahmood, 2015). Soane et 
al. (2010) found that personality affects choice behavior both directly and through perceived costs and benefits. 

2.3. Hypotesis Development and the Research Model 

In general, researchers defined the significance of five dimensions to separate individuals into definite personality 
classifications (Digman, 1990). The five dimensions of the Big Five Model classify extraversion, agreeableness, 
conscientiousness, openness to experience and neuroticism. Different results have been obtained from the studies 
investigating the relationship between personality traits of the individual investor and its financial behaviour. As a result of 
the literature research and previous experimental researches, the research model developed to estimate the impacts of 
individual investors' personality traits on their financial behaviour as shown in figure 1. 

Figure 1: Research Model 
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The hypothesis of the study was developed by taking into consideration the characteristics of the big five personality traits. 
The extraversion personality dimension represents the level of sociality and affinity of the individual. The basic characteristics 
of extraversion are more prone to experience warmth, initiative, aggressiveness, excitement and positive emotions. 
Extraverts tend to be risk averse and continue holding losing stocks with the hope of revival (Jamshidinavid et al.2012). Zaidi 
and Tauni (2012) studied the individual investors to detect the relation among overconfidence bias, demographics and 
personality traits. According to the results of the study, extraversion with overconfidence bias is positively related. On the 
other hand, Asebedo (2018), investigating the relationship between personality traits and financial behaviour, found the 
relationship between extraversion and financial behaviour negative. We anticipate that extraversion personality dimension 
affects the financial behavior of the individual investor negatively. Thus we hypothesize that; 

H1: The extraversion negatively affects the financial behaviour of the individual investor. 

The agreeableness personality dimension is more related to interpersonal relationships and it is close, social and trustworthy 
against other individuals. Nga and Yien (2013), found that conscientiousness, openness and agreeableness have a significant 
influence on risk aversion. According to Davey and George (2011), financial attitudes with agreeableness seems to have a 
significant relationship with financial behaviour. So the next hypothesis is; 

H2: The agreeableness positively affects the financial behaviour of the individual investor. 

The dimension of conscientiousness refers to individuals' planning, attention and degree of self-control exhibited. The study 
investigating the relationship between personality traits and financial behaviour, determined the relationship between 
conscientiousness and financial behaviour positive (Asebedo, 2018). According to Donnelly et al. (2012), conscientious 
individuals are successful in managing their money and financial attitudes and conscientious individuals have positive 
retirement planning and savings behaviour. (Hershey Openness to experience Mowen 2000), Hence the next hypothesis is; 

H3: The conscientiousness positively affects the financial behaviour of the individual investor. 

Neuroticism refers to whether the individual has an emotional balance. The neurotics tend to experience negative emotions 
such as emotional imbalance, anxiety, depression and anger. Mayfield et al. (2008) found that individuals with this personality 
trait had a propensity to avoid short term investing. Accordingly the next hypothesis is; 

H4: The neuroticism negatively affects the financial behaviour of the individual investor.  

Openness to experience represents the tendency to participate in intellectual activities and to be open to new feelings and 
thoughts. Mayfield et al. (2008) found that individuals with this personality trait had the propensity to engage in long term 
investing. Openness have a strong relationship with risk taking (Kowert and Hermann, 1997). In the view of these researches,  
we expect that openness personality dimension affects the financial behaviour of the individual investor positively. So we 
hypothesize that; 

H5: The openness to experience positively affects the financial behaviour of the individual investor. 

3. DATA AND METHODOLOGY  

The focus of this study is to measure the effect of personality traits on the financial behaviour of individual investors. In this 
study, the scale of personality inventory developed by Goldberg (1990) was modified and then used to measure in order to 
measure five factor personality types. The personality traits scale was grouped under five factors and consisted of 35 items. 
Financial behaviour scale which developed by Potric, Ani, Caroline Grigion, Kelmara Mendes Vieira, and Weesley Mendes-Da-
Silva (2016) was modified and consisted of 9 items. Because of these scale changes, we conducted an exploratory factor 
analysis to see to what extent these items would be accumulated in the same factors. 

In this study, the research data were collected through a questionnaire and the financial behavior of individual investors was 
measured. The hand questionnaires were delivered to banks, government agencies, hospitals, schools and private or state 
universities. Two pilot studies were fulfilled. In the first one, consisting of 154 participants, was comprised on academicians 
and teachers in Kocaeli, İstanbul and Bursa in Turkey. The second pilot study was conducted with 52 officers and academicians 
from Istanbul and Kocaeli. These pilot studies aimed to examine the factor structures of the variables. 

In the original study, sample consisted of 1347 individual investors over the age of 18 and selected according to the random 
sampling method.  Sampling was constituted from certain major cities in Turkey, including Istanbul, Kocaeli,  Ankara, Izmir, 
Bursa and Karabuk. Participants were chosen among academicians, businessmen, managers, university employees, teachers, 
officers, public–private sector employees and retired people. We did not include participants if they are under 18 ages and 
financially depend. Sampling descriptive statistics showed that 43,5 percent of the participants were female and (44 percent) 
were bachelor’s degree and 25-50 age range. Nearly, 66 percent of the participants are married and 34 percent are single. 
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The income level of the participants is 4000 Turkish Liras (12,5 percent) and 5000 Turkish Liras(15 percent). The questionnaire 
consisted of 5-point Likert scale questions to measure the participants’ personality traits and their thoughts on financial 
behaviour. Kaiser-Meyer-Olkin and Bartlett Tests were conducted to decide the suitableness of the scale for factor analysis 
before explanatory factor analysis. Before the explanatory factor analysis, tests were conducted to determine the suitability 
of the scale for factor analysis. Kaiser-Meyer-Olkin (KMO) value, which shows whether the factor analysis is adequate and 
whether the sample is sufficient for analysis, was obtained as 0.932. In this study, principal component analysis revealed no 
restriction on the number of factors and a total of 6 factors appeared. As a result of the analyzes made in this scope, the 
factor structure seen in appendix 1 has emerged. Factor loadings of the items formed using Promax rotation method and 
Cronbach's alpha values of factors in the analysis are shown in Appendix 1. The means, the standard deviations and the 
correlations of the variables can be seen in Table 1. As seen the the pearson correlation coefficients in Table 1, all variables 
except the neuroticism have significant relationships with each other at the level of p <0.05 and p <0.01. Considering these 
coefficients, the conscientiousness relationship with financial behaviour is higher than the relationship with other categories. 

Table 1:  Correlations 

4. FINDINGS AND DISCUSSIONS 

In order to test the hypotheses multiple linear regression analysis was used through IBM SPSS Statistics 21. The regression 
equation, in which the effect of individual investor's personality traits on financial behaviour, was found to be statistically 
significant (F=70,610; p<, 000). According to table 2, for the significance of the independent variable, it can be stated that the 
t-test is significant at level p <0.05 for the conscientiousness (β=, 328; p<, 000), agreeableness (β=, 099; p<, 003) and openness 
to experience (β=, 068; p<, 027). Neuroticism and extroversion were not significant at level p <0.05 significance level. These 
findings required acceptance of hypotesis 2 “The agreeableness positively affects the financial behaviour of the individual 
investor”, hypotesis 3 “The conscientiousness positively affects the financial behaviour of the individual investor” and 
hypotesis 5 “The openness to experience positively affects the financial behaviour of the individual investor”. These findings 
also require the rejection of hypotesis 1 “The extraversion positively affects the financial behaviour of the individual investor” 
and hypotesis 4 “The neuroticism positively affects the financial behaviour of the individual investor”.  

This means that the conscientiousness, agreeableness and, openness to experience personality traits have positive impact 
on the financial behaviour of the individual investor. According to the results of the analysis neuroticism and extraversion 
personality characteristics have no effect on financial behaviour. The beta coefficients of significant variables are 0.328 
(conscientiousness), 0.099 (agreeableness) and 0.068 (openness to experience). The highest coefficient value is the 
conscientiousness which shows that it is one of the most crucial determinants of financial behaviour. The one-unit increase 
in conscientiousness leads to a positive change of 0.328 points against financial behaviour. 

In this study, the effect of individual investor's personality traits on financial behaviour was analyzed by regression analysis 
of the data obtained from 1347 investors. According to the findings of the analysis; the personality dimensions of 
conscientiousness, agreeableness and openness to experience on the financial behaviour of the individual investor have a 
statistically significant effect. However, extraversion and neuroticism have no significant effect on the individual investor's 
financial behaviour. This result is consistent with the results of many studies (Donnely et al., 2012, Nga and Yien, 2013; 
Asebedo, 2018) in the literature. On the contrary, there are studies suggesting different results. For example, the studies on 
the effect of extraversion and neuroticism degrees on decision making processes in the experimental asset market and on 
financial risk tolerance, the authors found significant effects (Oehler et al., 2017); (Pak and Mahmood, 2015). Pinjisakikool 
(2018) stated that encourages further study of the psychological factors between financial risk tolerance and financial 
behaviour. The research are revealed that individuals with different personality traits have different levels of financial risk 
tolerance and these different personal characteristics ultimately affect financial behaviour in the form of different savings 

Variables Mean S.D. 1 2 3 4 5 6 

1.Financial 
Behaviour 

3,8490 ,74294 1 ,352** ,439** ,307** ,174** ,000 

2.Agreeableness 3,8942 ,66853 ,352** 1 ,654** ,430** ,276** -,115** 

3.Conscientiousness 4,0415 ,72746 ,439** ,654** 1 ,547** ,232** -,054* 

4.Openness 3,7702 ,78210 ,307** ,430** ,547** 1 ,384** -,042 

5.Extraversion 3,2750 ,70992 ,174** ,276** ,232** ,384** 1 -,143** 

6.Neuroticism 2,8957 ,85269 ,000 -,115** -,054* -,042 -,143** 1 

**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed). 
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and savings amounts (Pinjisakikool, 2018). Conscientiousness, agreeableness and openness to experience simultaneously 
affect the financial behaviour in a statistically significant and positive way, but the beta coefficients are different. 
Conscientiousness (β= ,328) has more effect than the other two dimensions. This finding supports many studies in the 
literature(Donnely et al., 2012; Asebedo,2018; Asebedo et al., 2019).  
 
Table 2: Results of Regression 
 

Financial Behaviour 

Independent Variables  Beta t p 

Extraversion ,050 1,871 ,062 

Openness to experience ,068 2,210 ,027 

Conscientiousness ,328 9,393 ,000 

Agreeableness ,099 3,014 ,003 
Neuroticism ,039 1,596 ,111 

F 70,610 ,000 

R Square ,208 

Adjusted R Square ,205 
 

5. CONCLUSION 

Attitudes and behaviours related to financial issues have a significant impact on the financial well-being of individuals. In 
order to make the right financial decisions, it is important that individual investors have all the information they may need in 
financial matters, and that financial institutions should guide to investors about correct financial behaviour. Individual 
investors often receive support from financial institutions in creating their investment portfolios. When conducting 
consultancy services for financial institutions, they should create a special portfolio for the investor in line with the 
expectations of the individual investor. In order to achieve this, financial institutions need to establish systems that will enable 
them to know their customers well. This study deduces that there is a direct relationship between the personality traits and 
financial behaviours of investors. Among the various elements of personality traits, conscientiousness, agreeableness and 
openness to experience were found to be related to financial behaviour. Individual investors with different personality 
characteristics make different kinds of investments in line with their needs and exhibit different financial behaviours. 
Personality traits are a factor that financial institutions should focus on to establish a relationship between investor and 
investment products. Financial institutions should take into account the psychological characteristics of individual investors 
when designing their financial products. Financial advisors should advise individual investors to avoid fear of investment 
results that may arise from lack of information or other reasons. Financial advisors also should provide information to 
investors for developing financial strategies that are appropriate to investor's personalities. 

6.RECOMMENDATIONS 

Future research should take into account models of financial risk tolerance and financial behaviour that simultaneously 
investigate psychological and attitudinal factors. 
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Appendix 1: Results of Factor Analysis 
 

Expressions Ex
tr

av
er

si
o

n
 

A
gr

ee
ab

le
n

es
s 

C
o

n
sc

ie
n

ti
o

u
sn

es
s 

N
eu

ro
ti

ci
sm

 
 O

p
en

n
es

s 
to

 E
xp

er
ie

n
ce

 

Fi
n

an
ci

al
 B

eh
av

io
ur

 

I'm a cheerful person 0.695      

I feel very comfortable myself in the community. 0.673      

I like to talk to strangers. 0.571      

I always start chats. 0.793      

I describe myself as extroverted. 0,532      

I like to be in the foreground. 0,709      

I make an effort to draw attention. 0,672      

It makes me happy to be the center of attention. 0,713      

I understand people's feelings and troubles.  0.680     

I take care of people.  0.876     

I take time for others  0.856     

I can feel others' feelings.  0,837     

I get along with people.  0,679     

I'il make people feel better.  0,683     

I make people relax  0,571     

I fulfill my responsibilities on time.   0.895    

I'm always ready to take responsibility.   0.798    
I'm careful about the details.   0.676    

I work programmed to fulfill my responsibilities.   0.850    

I'm meticulous about my work.   0.857    

I take responsibility in my job.   0,648    

I don't run out of my responsibilities.   0,772    

I enjoy fulfilling my responsibilities under all circumstances.   0,804    

I'm usually responsible.   0,853    

I'm easily stressed.    0.786   

My mood is very variable.    0.783   

I'm easily upset.    0.618   

I'm just angry.    0.804   
I often feel sad. 

   0.707   
I'm easily disturbed. 

   0.762   
I love trying new things. 

    0.727  
I'm interested in new ideas. 

    0.684  
I would like to be the first to try new products. 

    0.897  
I'm not afraid to try new things. 

    0.885  
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I'm open to new ideas. 
    0,675  

I save money. 
     0.777 

I know how I will pay when I use a credit card. 
     0.753 

I set long-term financial goals that affect my spending. 
     0.689 

I pay my credit cards on time to avoid paying extra fees. 
     0.677 

I plan my financial future. 
     0.795 

I keep my expenditures under control. 
     0.807 

I check my credit card accountability for possible errors and debts. 
     0,740 

I save money on a monthly basis. 
     0,763 

Before big purchases, I analyze my financial situation. 
     0,725 

Cronbach’s Alphas 0,836 0,881 0,933 0,845 0,861 0,897 

 


