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ABSTRACT: The number of studies into behavioral finance has increased during
the last two decades. However, literature about how behavioral factors
determine risky investment decisions still needs to be reviewed from the
behavioral finance theory point of view. This paper deals with behavioral
research in finance and some aspects of investor behavior when making
investment decisions about risky assets. Library research was conducted and
then presented using a descriptive form of theoretical exposure. Based on the
perspectives of the prospect theory, the literature reviewed in this paper provides
results about individuals' financial literation, risk tolerance, and personality in
determining motivation to choose risky investments. The conclusions show that
behavioral finance exists, and people may be irrational when making investment
decisions about risky assets.
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INTRODUCTION
A risky investment decision is an individual's decision to invest in a risky
market or asset. Investment preferences are the investment instruments that
individuals specifically choose, and risk-taking can vary according to the
situation at risk (Weber et al., 2002; McCarty, 2000). This paper will emphasize
the behavioral research in finance that examines some literature about certain
aspects of investor behavior when making risky investment decisions. The
observed behavioral factors are financial literacy (investors' behavior concerning
their financial attitudes, knowledge, and behavior), risk tolerance (investors'
preference for risk), and personality (the personal characteristics of investors).
Knowledge of behavioral finance and its integration can lead to good results for
investors and financial advisors.
Two conflicting theories explain investor behavior in decision-making
(Table 1). Theories in traditional finance have addressed how investors and
markets should behave. The normative model of traditional financial theory
becomes the basis of the efficient market hypothesis, stating that market
participants receive all accurate information and process it rationally. The
efficient market hypothesis also explained that the market is fully efficient
because the current security price already reflects all the information available in
the market. Therefore no additional information can be used to generate
abnormal returns.
Traditional finance considers humans to be in the context of homoeconomicus, a simple model of human economic behavior based on the principle
of perfect self-interest, full of rationality, and having complete information,
which then influences the individual's economic decisions. The traditional view
in finance is based on classical decision theory, which assumes that rational
decision-making evaluates all possible outcomes and optimal choices are those
with the highest expected utility (Pompian, 2006).
Table 1. Traditional vs. Behavioral Finance
Traditional Finance Theory
Behavioral Finance Theory
The normative theory says that A positive theory of descriptive
reasonable people should act in a models about what people act.
certain way.
Investors and the market are assumed Investors can be irrational because
to be perfectly rational because they they have limits to their self-control.
have perfect self-control.
Cannot incorporate changes in risk Allows for changes in risk attitude
attitude due to gains and losses.
depending on the nature of the
prospect.
Source: Author's Elaboration
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Behavioral finance theory explains how investors behave in investment
decision-making. Investor's behavior in investment decision-making has been
widely discussed in the financial literature, and most of those research does not
explicitly discuss risky investment decisions (W. De Bondt et al., 2014; Pak &
Mahmood, 2015; Sadiq & Khan, 2019; Sattar et al., 2020; Subramaniam &
Velnampy, 2017; Van Rooij et al., 2011). Investors will always be faced with
investment options. If it is associated with a trade-off between risk and return,
the option to invest in riskier assets can be aimed at higher profit expectations.
Thus, it is necessary to peer down what influences an investor's choice to invest
in a risky asset. Hence, an opportunity for further literature review within this
field has emerged.
LITERATURE REVIEW
One of the traditional finance theories about decision-making is the
perspective of the expected utility theory, which was first developed by Von
Neumann & Morgernstern (1944). The expected utility theory is a normative
model of rational choice. Expected utility theory explains rational decisionmaking in risky situations. The assumption is that one has complete information
about all possibilities to evaluate his options between various options and choose
one that can maximize expected utility. The expected utility hypothesis is flexible
enough to describe different behaviors in uncertain situations.
However, this hypothesis has a significant drawback: it is difficult to find
realistic probabilities for calculating expected utility. For example, define the
probability of return on an asset class such as bonds, equities, alternative
investments, or even single security. This return depends, among other things,
on economic factors such as the economy itself, monetary policy, innovation,
growth, and the behavior of other stakeholders (Hens and Meier, 2015).
Another perspective, the prospect theory, criticized the expected utility
theory for not explaining why people are interested in insurance and also
gamble, which is full of uncertainty (Kahneman & Tversky, 1979). The prospect
theory begins with the debate that the expected utility theory cannot fully
consider the decision-making observed in risk situations. This debate is based on
empirical evidence that people often behave according to the expected utility
theory. The expected utility theory cannot combine changes in people's attitudes
to risk (risk attitude). The prospect theory allows changes in people's risk
attitudes, depending on the form of the prospect. The prospect theory may
explain why people make different choices in situations with identical finishes
(Barberis & Thaler, 2003).
The prospect theory also discusses the psychological aspect of decisionmaking through a descriptive (positive) approach that empirically captures the
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behavior. The prospect theory assumes that individuals' decisions are rarely
based on outcomes but subjectively perceived welfare changes resulting from
those outcomes (Ackert & Deaves, 2010; Hens & Meier, 2015). The loss value is
weighted more heavily (steeper in the curve-shaped "S" carries a horizontal line).
The acquisition value is weighted lower (flatter in curve "S" above the horizontal
line). For example, someone will feel more loss if they lose $500 than profit if they
make $500. In other words, the sadness quality is more felt than the joy quality.

Figure 1. The difference in Wealth for Gain and Looses (Prospect Theory)
Source : Baker & Ricciardi (2014)
The prospect theory points out that people may become irrational when
making decisions, and there is an asymmetry that investors show in the face of
profits and losses (Kalayci & Basdas, 2010; Olsen, 1997). Dissatisfaction with
losses outweighs the satisfaction with profit (Figure 1). In this theory, it is stated
that people have an irrational tendency to be more reluctant to risk profit (gain)
than loss (loss), or they are often said to be loss averse (reluctant to face losses).
When a person is faced with making a substantial profit or a possible loss, then
the person will choose to avoid risk (called risk aversion) by choosing the
substantial profit. In contrast, if a person is faced with a definite loss option or
the probability of losing the profit, then the person tends to dare to face the risk
by choosing the probability of losing the profit (called risk-seeking). In other
words, investors will try to get a more certain profit but will dare to take risks if
faced with a loss situation (Kahneman & Tversky, 1979).
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Prospect theory and its development, called the cumulative prospect
theory (Tversky and Kahneman, 1992), is the foundation for behavioral finance.
Cumulative prospect theory indicates additional features, such as using
cumulative decision making, covering decision issues under risk and uncertainty
and mixed outcomes; formulation of the function of profit and loss gap; and an
introduction to reduced sensitivity and loss aversion.
Kahneman and Tversky (1979) and Tversky and Kahneman (1992) divided
the selection of alternatives conducted by investors into two stages. The first
stage involves determining alternative options (prospects) and involves a mental
representation, then recognizing and selecting the most appropriate alternative.
The steps of this alternative determination activity affect the order of preference.
The second stage evaluates the edited leads and final options, which are the
highest-rated leads. The evaluation phase implies an assessment of the overall
value of each option alternative, which is characterized as prospective value.
Markowitz (1952) built the concept of risk measurement using standard
return deviation and stated that investors tend to choose investments that
provide high average returns with low risk. In contrast, prospect theory pays
attention to investment losses and concludes that investors tend to avoid risk. If
the investor is willing to assume a certain amount of risk, then the investor
should have the opportunity to get a more significant profit from the amount of
risk borne. So investors who have a higher risk tolerance are generally willing to
assume the more significant risk because they expect a higher return on
investment.
Prospect theory assumes loss aversion and framing merger, i.e., if two
related events occur, one has the option of treating them as separate events or as
one (integration). For example, if a person is investing in two types of risky
investment instruments. One instrument generates a profit while the other gives
a loss, then the investor will combine the results of both investments and focus
on the net results. If the net yield is positive, the profit has occurred, and focusing
on this will satisfy the investor. However, if the investor separates the results
from the two investments, then, on the one hand, the investor will feel
disappointed. On the other hand, the investor will feel satisfied (Tversky and
Kahneman, 1992).
Risky investments are an individual's decision to invest in a market or
risky asset (Ortner et al., 2017). Individuals may have an irrational preference for
high volatility or risky stocks. Like the risk appetite, an individual's preference
for risk can depend on whether the investor is in the domain of loss or profit, as
mentioned in the prospect theory. Risk-averse investors choose government
securities, blue-chip dividend stocks, investment-level corporate bonds, and
even deposit certificates. In contrast, risk seekers tend to choose or form highrisk investment portfolios that are believed to have the potential to reap high
profits (Grinblatt & Keloharju, 2000; Pompian, 2012). Some high-risk investment
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strategies include creating a concentrated portfolio that focuses only on investing
in one sector or industry, such as technology. Another strategy for high-risk
portfolios is when investors are not looking for long-term investments but
looking for high volatility and capitalizing on the momentum when the trend is
up (Wang & Xu, 2015).
The concept of financial decision-making has long been dominated and
explained by the traditional financial theories with the idea that investors are
always rational in maximizing their utility. Nevertheless, the effectiveness of
these theories in describing risk-taking behavior among individual investors is
questionable. This study conducted a literature review to investigate investment
decision-making in the context of risk related to behavioral factors. The
perspective of behavioral finance can provide another way to understand an
investor's financial decisions by identifying the psychological element in an
investor and its influence on investment decision-making. The field of investor
behavior includes the behavioral finance micro, which examines the behavior of
individual investors' biases that distinguish them from the rational actors who
exist in the assumptions of the classical economic theory (Ackert & Deaves, 2010;
Baker et al., 2017; Baker & Ricciardi, 2014; Pompian & Longo, 2004). Behavior
examines the cognitive factors (mental processes) and affective (emotional)
problems expressed by individuals, financial experts, and traders while they are
involved in financial planning and managing investments.
METHODOLOGY
The purpose of the literature review is to get a theoretical and empirical
basis so that researchers can better understand the problem being studied
adequately. This literature review describes the theories, findings, and other
research materials from several library sources like articles and books manually
read using the Mendeley app. This qualitative research collected data from 73
scientific papers and literature related to the research objects related to financial
literacy, risk tolerance, investor personality, and risky investment decisions. The
literature referred to in this paper was published between 1979 and 2021. Various
literature items were collected through digital trusted databases such as Scopus,
Science Direct, Emerald, and Google Scholar. The results of the library study
were then presented in descriptive form, in the form of a theoretical exposure
and the related empirical research results.
RESULT AND DISCUSSION
Per several studies in behavioral finance, investors' factors can predict their
investment decision and performance. An investor's failure to obtain expected
investment performance is often due to his irrational financial behavior's
constraints (Pompian, 2012). Behavioral finance addresses the issue of decision-
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making in uncertain and risky situations.
Over the years, a few researchers into financial markets and personal
finance have conducted studies relating to making risky financial decisions
(Aydemir & Aren, 2017; Kannadhasan, 2015; Sitkin & Pablo, 1992; Sitkin &
Weingart, 1995; Viscusi et al., 2011). The prospect theory can explain investor
behavior during investment decision-making in the context of risk. When
considering investments in risky assets, the investor will make an alternative
determination of the options (prospects) and involve their mental representation,
then recognize and choose the most suitable alternative. We find three variables
related to investor behavior from the literature to which mental representation in
the alternative selection process can be attributed. Those variables related to the
personal characteristics of the investor, including how extensive his/her
financial literacy is (Aren & Zengin, 2016; Arianti, 2018; Awais et al., 2016; A
Lusardi, 2015; Pradita & Wiwik, 2019; Van Rooij et al., 2011), how risk-tolerant
he/she is (Grable, 2000; Grable & Lytton, 1998; Kannadhasan, 2015; Pak &
Mahmood, 2015; Perveen et al., 2020), and the personality of the investor (Akhtar
et al., 2018; Durand et al., 2008; Gambetti & Giusberti, 2019; Grable, 2000; Nga &
Ken Yien, 2013; Pompian & Longo, 2004). In those works of literature, there are
still different conclusions. Further discussion regarding the effect of these
variables on risky investment decisions will be explained below.
Financial Literacy and Risky Investment Decision
Financial literacy is a person's ability to process financial information and
make informed decisions about financial planning, wealth accumulation, debt,
and pensions (Lusardi et al.,2009; Lusardi & Mitchell, 2011). Knowledge, skills,
and financial literacy influence a person's attitude and behavior and improve the
quality of his/her decision-making and financial management (Adomako &
Danso, 2014; Kusumaningrum et al., 2019). Financial literacy capabilities are
related to managing money and making sound financial decisions (Owusu et al.,
2019).
Financial literacy, or financial knowledge, is not dependent on an
individual's level of education (Aydemir & Aren, 2017). A person may be highly
educated but may not know any critical financial concepts, such as the time value
of money, stocks, bonds, and risk diversification. On the other hand, a person
may be less well-educated, but if he/she is used to facing some financial issues,
then he/she may understand them better than a more highly educated person.
Financial literacy integrates the attitudes, awareness, skills, knowledge,
and behavior necessary to make efficient financial decisions and ultimately
allows individuals to achieve their financial goals (Atkinson & Messy, 2012).
Financial literacy also impacts portfolio decisions. When making investment
decisions, those investors who are faced with either risky or risk-free investment
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options can seek information and consider the financial advice offered by certain
parties. Financial literacy is one of the necessary elements for financial decisionmaking (Awais et al., 2016; Calcagno et al., 2017).
Financial literacy is a form of human capital specifically related to the
knowledge and skills regarding personal finance (Huston, 2010). Individuals
with financial literacy are more likely to participate in the financial markets
because they have more information about the stock markets (Anwar et al., 2017;
Van Rooij et al., 2011; Weerasekara et al., 2019; Zhang, 2014). With increasing
levels of knowledge about financial information and the increasing ability to
analyze that information, investors better understand how to improve their
investment performance and make riskier investments to get higher returns by
efficiently managing their investments (Awais et al., 2016; Lima et al., 2020).
Various studies have shown a positive influence between financial literacy
and risky investment decisions. In contrast to the findings of a positive
relationship between financial literacy and risk-taking, Claudia & Nuryasman
(2019), Aydemir & Aren (2017), and Peach & Yuan (2017) found that there was
no direct influence between financial literacy and risky financial decisions.
Financially literate individuals are more willing to accept financial risks
because they can better understand the basic principles of financial risk. They
also anticipate possible performance variations over time and recognize the
benefits of taking more financial risks to achieve their long-term financial goals
(Finke & Guillemette, 2016). However, individuals who do not know much about
stocks, the investment theory, or standard deviation math usually do not know
how much risk they are taking by investing in stocks. Financial literacy,
particularly knowledge of certain concepts such as diversification, is one of the
strongest predictors of share ownership (Van Rooij, Lusardi & Alessi, 2012).
Risk Tolerance and Risky Investment Decision
Investment decisions relate to the current commitment of money or other
resources in the expectation of reaping future benefits; thus, the investment
decisions taken by a person will determine his/her financial condition in the
future (Bodie et al., 2018). Therefore alternative investment selections will
involve assessing each investment's risk and return (Aslanidis et al., 2021;
Chiang & Zhang, 2018; Falkenstein, 2011). If the investor expects a certain profit
level, then the investor should be prepared to take risks due to uncertainty. From
a traditional financial perspective, it is said that investors will make rational
decisions, starting with receiving information and then managing the
information according to Bayes' theorem. Then under the expected utility theory,
investors will maximize their utility (Ackert & Deaves, 2010).
Risk tolerance is the amount of risk a person is willing to accept to achieve
the stated goal or the maximum amount of uncertainty a person is willing to
accept when making a financial decision (Grable & Roszkowski, 2007;
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Roszkowski et al., 2005; Grable, 2000; Grable & Lytton, 1998). In some literature,
risk tolerance has the same meaning as risk aversion, even if it is in the opposite
direction (Aren & Hamamci, 2020; Aydemir & Aren, 2017; Claudia &
Nuryasman, 2019; Weber & Milliman, 1997). Cordell (2002) argues that risk
tolerance should be separated into risk capacity and attitude. Risk capacity is a
more objective risk that includes age, income, and financial stability, while risk
attitude is a more subjective step that combines investor emotions. Rozkowski et
al. (2005) acknowledged Cordell's perspective (2002) but focused only on the
subjective aspects of the concept of risk tolerance.
Individuals with a high-risk tolerance will make riskier investment
decisions, e.g., investing in stocks and derivatives; people with a low-risk
tolerance will likely prefer bonds and bank deposits. Some researchers have
found a significant link between investment and the attitude toward risk
(Warneryd, 1996; Keller and Siegrist, 2006). Similarly, some studies have found a
significant and positive link between a high-risk tolerance and the preference for
risky assets (Hariharan et al., 2000; Corter and Chen, 2006; Aren and Zengin,
2016). In addition to these findings, some studies have not found a link between
risk-taking and investment preferences (Aydemir &Aren, 2017; Aren and
Aydemir, 2014). One of the reasons is that risk-taking is part of the nature of the
person's character, McCarty (2000). Selim & Canikli (2019) confirm these findings
and show that risk-taking may vary according to the investment instruments.
Personality and Risky Investment Decision
Some researchers in behavioral finance have developed conceptual
frameworks by taking insights from another psychological discipline:
personality psychology, to explain the reasons for variations in each investor's
trading behavior when they choose to obtain information from different sources.
Van Witteloostuijin and Muehlfeld (2008) show that investor personality traits
such as locus control, maximizing tendencies, disposition of regret, selfmonitoring, sensation-seeking, type-A personality, and type-B personality are
associated with trading behavior. In recent years, the investor's personality and
other psychological variables have begun to be used more frequently to evaluate
risk aversion and investment options, as well as their impact on investment
performance (Akhtar et al., 2018a, 2018b; Aren & Hamamci, 2020; Davis &
Runyan, 2016; Durand et al., 2008; Gambetti & Giusberti, 2019; Sadiq & Khan,
2019; Tauni, Sadiq & Khan, 2019, 2017). Personality traits and other psychological
variables have also begun to be frequently used for the risk-taking analysis of
investment options. They can be used to explain anomalies such as bubbles in the
stock market (Aren, 2020; Oehler et al., 2018).
The big-five personality factor model is the dominant paradigm in
personality research (De Bortoli et al., 2019). The five personality factor model,
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sometimes called the big five personality traits, summarizes personality using
five higher sequences of personality actors: extraversion, agreeableness,
conscientiousness, neuroticism, and openness to experience/intellect.
Individuals who have a personality dominated by extraversion and openness to
experience prefer to make risky decisions. In contrast, those with agreeableness,
conscientiousness, and neuroticism personalities are usually reluctant to accept
the risk. They are less interested in taking more significant risks in their
investment decisions, (Akhtar & Das, 2020; Mayfield et al., 2008; Lommen et al.,
2010; Becker et al., 2012; Niszczota, 2014).
Empirical findings produced in the last ten years, from a behavioral
finance perspective (Ahmad & Shah, 2020; Akhtar & Das, 2019; Aren & Canikli,
2018; Durand et al., 2013; Khan et al., 2019; Sattar et al., 2020), have reinforced the
theory that investment decision-making is influenced by various psychological
factors such as personality factors, emotions, feelings, as well as cognitive errors
(Barber & Odean, 2001, 2005; Barberis & Thaler, 2003; De Bondt et al., 2004; De
Bondt & Thaler, 1995; Kahneman & Tversky, 1979; Tversky & Kahneman, 1992).
These findings essentially show that investors are not entirely rational in their
investment decision-making, refuting the principles that exist in traditional
finance.
The decision to invest in risky assets represents a form of human risktaking behavior attributed to the investors' personalities. In the behavioral
finance literature, several studies have modeled investor trading behavior based
on insights taken from personality psychology (Davis & Runyan, 2016; Durand
et al., 2008; Gambetti & Giusberti, 2019). Personality can be attributed to the
investor's trading behavior, in which case the investor's personality can affect the
choice and yield of his/her investment. Personality helps to describe and
distinguish people and explain what motivates their actions and choices.
Extraversion refers to a person's level of activity, the interaction of choice,
need for stimulation, and capacity for joy. Someone with a high level of
extraversion is more sociable, active, optimistic, fun-loving, and talkative,
whereas someone with a low level of extraversion is aloof and calm. Investors
with this personality type are more likely to take risks to profit. Individuals with
high agreeableness are trusting, altruistic, kind, empathetic, and helpful. A
person with low agreeableness, on the other hand, is cynical, rude, suspicious,
uncooperative, irritable, and even manipulative, vindictive, and cruel.
Individuals with agreeable personalities avoid risk. (Baker and Ricciardi, 2014;
Gambetti and Giusberti, 2019; Akhtar and Das, 2020).
Conscientiousness is defined as the degree of organization, control,
perseverance, and motivation toward goal-directed behavior. A person with high
awareness is diligent and has a strong sense of self-control. Low
conscientiousness leads to laziness, aimlessness, hedonism, looseness, and
carelessness. This personality type makes deliberate decisions and avoids rash
risk-taking, so choose low-risk investments. The level of emotional stability of a
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person is referred to as neuroticism. Individuals with high neuroticism are more
likely to experience psychological distress, including adverse effects such as
anger, hostility, depression, and anxiety. This personality type is known for being
withdrawn and risk-averse (Baker and Ricciardi, 2014).
The active search for and appreciation of experiences for one's benefit is
referred to as openness to experience. People with high openness to experience
have ideas and values that are imaginative, curious, and open to new ideas and
values. The active search for and appreciation of experiences for one's benefit is
referred to as openness to experience. People with high openness to experience
have ideas and values that are imaginative, curious, and open to new ideas and
values. Those who are less open to experience, on the other hand, tend to be
conventional and dogmatic in their beliefs and attitudes, organized in their ways,
and emotionally unresponsive. Investors with this personality are more willing
to take risks (Baker dan Ricciardi, 2014; Gambetti dan Giusberti, 2019; Akhtar
dan Das, 2020).
Individuals with a dominant extraversion and openness to experience
personality prefer to make risky decisions. In contrast, personalities
agreeableness, conscientiousness, and neuroticism have a reluctance to accept
risk and are therefore less interested in taking higher risks in their investment
decisions (Akhtar dan Das, 2020; Mayfield et al., 2008; Lommen et al., 2010;
Becker et al., 2012; dan Niszczota, 2014). The big-five personality traits are
associated with investor trading behavior. Personality helps to describe and
differentiate people and explain what motivates their actions and choices,
including choices in investing (Durand et al., 2008). Investment decisions in risky
assets represent a form of human behavior in risk-taking and can be attributed to
investors' personalities. Several studies have modeled investor trading behavior
in behavioral finance literature based on insights drawn from personality
psychology.
FURTHER STUDY
In this paper, we have reviewed some of the literature that discusses the
attitudes and behavior of investors when making risky investment decisions,
using the perspectives of behavioral finance and the prospect theory as the basis.
Behavioral finance can explain the influence of some aspects of an investor's
behavior in making risky investment decisions. Experimental behavioral factors
are financial literacy (investor behavior concerning his or her financial attitudes,
knowledge, and behavior), risk tolerance (investor preference for risk), and
personality (personal traits of investors). Financially literate individuals are more
interested in risky assets because they can better understand the basic principles
of financial risk. Risk tolerance also affects risky investment behavior because
investors willing to accept higher risks tend to be interested in making riskier
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investments. Personality can also influence an investor's motivation and
investment options, including choosing risky investments.
There are still few empirical research results that observe investment
decision-making being related to riskier alternatives, so more research is needed
to reach better conclusions about what influences investors to make risky
investment decisions. The limitation of this literature review is that it only used
a simple literature review. This can be developed into a systematic literature
review using a more comprehensive source reference, examining more factors,
and employing tools like Vos-viewer.
REFERENCES
Ackert, L. F., & Deaves, R. (2010). Behavioral Finance Psychology, Decision-Making,
and Markets. Cengage Learning.
Adomako, S., & Danso, A. (2014). Financial literacy and firm performance : the
moderating role of financial capital availability and resource flexibility.
International Journal of Management and Organizational Studies, 3(4).
Ahmad, M., & Shah, S. Z. A. (2020). Overconfidence heuristic-driven bias in
investment decision-making and performance: mediating effects of risk
perception and moderating effects of financial literacy. Journal of Economic
and Administrative Sciences. https://doi.org/10.1108/jeas-07-2020-0116
Akhtar, F., & Das, N. (2019). Predictors of investment intention in Indian stock
markets: Extending the theory of planned behaviour. International Journal of
Bank Marketing, 37(1), 97–119. https://doi.org/10.1108/IJBM-08-2017-0167
Akhtar, F., & Das, N. (2020). Investor personality and investment performance:
from the perspective of psychological traits. Qualitative Research in Financial
Markets. https://doi.org/10.1108/QRFM-11-2018-0116
Akhtar, F., Thyagaraj, K. S., & Das, N. (2017). Perceived Investment Performance
of Individual Investors is Related to the Big-Five and the General Factor of
Personality
(GPF).
Global
Business
Review,
19(2),
342–356.
https://doi.org/10.1177/0972150917713527
Akhtar, F., Thyagaraj, K. S., & Das, N. (2018). The impact of social influence on
the relationship between personality traits and perceived investment
performance of individual investors: Evidence from Indian stock market.
International
Journal
of
Managerial
Finance,
14(1),
130–148.
https://doi.org/10.1108/IJMF-05-2016-0102
Anwar, M., Khan, S. Z., & Rehman, A. U. (2017). Financial Literacy, Behavioral
Biases and Investor's Portfolio Diversification: Empirical Study of an
Emerging Stock Market. Journal of Finance & Economics Research, 2(2), 145–
164. https://doi.org/10.20547/jfer1702204
Aren, S., & Canikli, S. (2018). Effect Of Financial Literacy And Risk Perception On
Individual
Investors'
Investment
Choices.
07,
800–809.
https://doi.org/10.15405/epsbs.2019.01.02.68

12

Jurnal Minds: Manajemen Ide dan Inspirasi
June, Vol. 9 No.1, 2022: 1-18
Aren, S., & Hamamci, H. N. (2020). Relationship between risk aversion, risky
investment intention, investment choices: Impact of personality traits and
emotion. Kybernetes, 49(11), 2651–2682. https://doi.org/10.1108/K-07-20190455
Aren, S., & Zengin, A. N. (2016). Influence of financial literacy and risk perception
on choice of investment. Procedia - Social and Behavioral Sciences, 235(October),
656–663. https://doi.org/10.1016/j.sbspro.2016.11.047
Arianti, B. F. (2018). The Influence of Financial Literacy, Financial Behavior and
Income on Investment Decision. European Research Studies Journal, 20(3A),
635–648.
Aslanidis, N., Christiansen, C., & Savva, C. S. (2021). Quantile Risk–Return
Trade-Off. Journal of Risk and Financial Management, 14(6), 249.
https://doi.org/10.3390/jrfm14060249
Atkinson, A., & Messy, F.-A. (2012). Measuring financial literacy: result of the
OECD/international network on financial education (INFE) pilot study. In
OECD Working Papers on Finance, Insurance and Private Pensions No. 15
(Nomor 15). https://doi.org/10.1787/5k9csfs90fr4-en
Awais, M., Fahad Laber, M., Rasheed, N., & Khursheed, A. (2016). Impact of
financial literacy and investment experience on risk tolerance and
investment decisions: Empirical evidence from pakistan. International Journal
of Economics and Financial Issues, 6(1), 73–79.
Aydemir, S. D., & Aren, S. (2017). Do the effects of individual factors on financial
risk-taking behavior diversify with financial literacy? Kybernetes, 46(10),
1706–1734. https://doi.org/10.1108/K-10-2016-0281
Baker, H. K., Filbeck, G., & Ricciardi, V. (2017). Financial behavior : Players, services,
products, and markets. Oxford University Press.
Baker, H. K., & Ricciardi, V. (2014). Investor behavior : the psychology of financial
planning and investing. John Wiley & Sons, Inc.
Barber, B. M., & Odean, T. (2001). Boys will be boys: Gender, overconfidence, and
common stock investment. Quarterly Journal of Economics, 116(1), 261–292.
https://doi.org/10.1162/003355301556400
Barber, B. M., & Odean, T. (2005). Trading is Hazardous to Your Wealth: The
Common Stock Investment Performance of Individual Investors. SSRN
Electronic Journal, LV(2), 773–806. https://doi.org/10.2139/ssrn.219228
Barberis, N., & Thaler, R. (2003). A survey of behavioral finance. Handbook of the
Economics
of
Finance,
1(SUPPL.
PART
B),
1053–1128.
https://doi.org/10.1016/S1574-0102(03)01027-6
Bodie, Z., Kane, A., & Marcus, A. J. (2018). Investments (Eleventh). McGraw Hill
Education.
Calcagno, R., Giofré, M., & Urzì-Brancati, M. C. (2017). To trust is good, but to
control is better: How investors discipline financial advisors' activity. Journal
of
Economic
Behavior
and
Organization.

13

Darmayanti, Wiagustini, Artini, & Candraningrat

https://doi.org/10.1016/j.jebo.2017.04.010
Chiang, T. C., & Zhang, Y. (2018). Financial Studies An Empirical Investigation of
Risk-Return Relations in Chinese Equity Markets: Evidence from Aggregate and
Sectoral Data. https://doi.org/10.3390/ijfs6020035
Claudia, C., & Nuryasman. (2019). Emotional Intelligence, Risk Aversion, External
Locus of Control, Financial Literacy Serta Demografi Sebagai Prediktor Risky
Investment Intention. I(2), 153–163.
Davis, K., & Runyan, R. C. (2016). Personality traits and financial satisfaction:
Investigation of a hierarchical approach. Journal of Financial Counseling.
https://connect.springerpub.com/content/sgrjfcp/27/1/47.abstract
De Bondt, W. F. M., & Thaler, R. H. (1995). Financial decision-making in markets
and firms: a behavioral perspective. In Handbooks in Operations Research and
Management
Science
(Vol.
9,
Nomor
C,
hal.
385–410).
https://doi.org/10.1016/S0927-0507(05)80057-X
De Bondt, W., Mayoral, R. M., & Vallelado, E. (2014). Behavioral decision-making
in finance: an overview and assessment of selected research. Spanish Journal
of
Finance
and
Accounting,
42(157),
99–118.
https://doi.org/10.1080/02102412.2013.10779742
De Bondt, W., Palm, F., & Wolff, C. (2004). Introduction to the special issue on
behavioral finance. Journal of Empirical Finance, 11(4), 423–427.
https://doi.org/10.1016/j.jempfin.2004.05.001
De Bortoli, D., Da Costa, N., Goulart, M., & Campara, J. (2019). Personality traits
and investor profile analysis: A behavioral finance study. PLoS ONE, 14(3),
1–18. https://doi.org/10.1371/journal.pone.0214062
Durand, R. B., Newby, R., Peggs, L., & Siekierka, M. (2013). Personality. Journal
of
Behavioral
Finance,
14(2),
116–133.
https://doi.org/10.1080/15427560.2013.791294
Durand, R. B., Newby, R., & Sanghani, J. (2008). An Intimate Portrait of the
Individual Investor. Journal of Behavioral Finance, 9(4), 193–208.
https://doi.org/10.1080/15427560802341020
Falkenstein, E. G. (2011). Risk and Return in General: Theory and Evidence. SSRN
Electronic
Journal,
October
2010,
1–150.
https://doi.org/10.2139/ssrn.1420356
Gambetti, E., & Giusberti, F. (2019). Personality, decision-making styles and
investments. Journal of Behavioral and Experimental Economics , 80, 14–24.
https://doi.org/10.1016/j.socec.2019.03.002
Grable, J. (2000). Financial Risk Tolerance and Additional Factors That Affect
Risk Taking in Everyday Money Matters. Journal of Business and Psychology ·,
14(4), 625–630. https://doi.org/10.1023/A:1022994314982 CITATIONS
Grable, J. E., & Lytton, R. H. (1998). Investor risk tolerance: Testing the efficacy
of demographics as differentiating and classifying factors. Journal of Financial
Counseling and Planning, 9(1), 61–74.
Grinblatt, M., & Keloharju, M. (2000). The investment behavior and performance

14

Jurnal Minds: Manajemen Ide dan Inspirasi
June, Vol. 9 No.1, 2022: 1-18
of various investor types: a study of Finland's unique data set. Journal of
Financial
Economics,
55(8),
43–67.
https://doi.org/10.1109/TMM.2008.2007282
Hens, T., & Meier, A. (2015). Behavioral finance : The psychology of investing.
Credit Suisse Securities (USA) Finance White Paper, February, 1–48.
Huston, S. J. (2010). Measuring Financial Literacy. Journal of Consumer Affairs,
44(2), 296–316. https://doi.org/10.1111/j.1745-6606.2010.01170.x
Kahneman, D., & Tversky, A. (1979). Prospect Theory: An Analysis of Decision
under Risk. Econometrica, 47(2), 263–292.
Kalayci, E., & Basdas, U. (2010). Does the prospect theory also hold for power
traders? Empirical evidence from a Swiss energy company. Review of
Financial Economics, 19(1), 38–45. https://doi.org/10.1016/j.rfe.2009.11.001
Kannadhasan, M. (2015). Retail investors' financial risk tolerance and their risktaking behaviour: The role of demographics as differentiating and
classifying factors. IIMB Management Review, 27(3), 175–184.
https://doi.org/10.1016/j.iimb.2015.06.004
Khan, M. T. I., Tan, S. H., & Gan, G. G. G. (2019). Advanced financial literacy of
Malaysian gen Y investors and its consequences. Margin—The Journal of
Applied Economic Research. https://doi.org/10.1177/0973801018800085
Kusumaningrum, T. M., Isbanah, Y., & Paramita, R. A. S. (2019). Factors Affecting
Investment Decisions: Studies on Young Investors. International Journal of
Academic Research in Accounting, Finance and Management Sciences, 9(3), 10–
16. https://doi.org/10.6007/ijarafms/v9-i3/6321
Lima, T. S., Mail, R., Karim, M. R. A., Ulum, Z. K. A. B., Mifli, M., & Jaidi, J. (2020).
An investigation of financial investment intention using covariance-based
structural equation modelling. Global Business and Finance Review, 25(2), 37–
50. https://doi.org/10.17549/gbfr.2020.25.2.37
Lusardi, A. (2015). Financial literacy: Do people know the ABCs of finance? Public
Understanding
of
Science,
24(3),
260–271.
https://doi.org/10.1177/0963662514564516
Lusardi, Annamaria, & Mitchell, O. S. (2007). Financial literacy and retirement
preparedness: Evidence and implications for financial education. Business
Economics, 42(1), 35–44. https://doi.org/10.2145/20070104
Lusardi, Annamaria, & Mitchell, O. S. (2011). Financial literacy and retirement
planning in the United States. Journal of Pension Economics and Finance, 10(4),
509–525. https://doi.org/10.1017/S147474721100045X
Lusardi, Annamaria, Mitchell, O. S., & Curto, V. (2009). Financial Literacy
Among the Young: Evidence and Implications for Consumer Policy. Boettner
Center Working Paper Boettner Center for Pensions and Retirement Research,
August. https://doi.org/10.2139/ssrn.1459141
Merkle, C., Egan, D. P., & Davies, G. B. (2015). Investor happiness. Journal of
Economic
Psychology.

15

Darmayanti, Wiagustini, Artini, & Candraningrat

https://www.sciencedirect.com/science/article/pii/S016748701500077X
Nga, J. K. h., & Ken Yien, L. (2013). The influence of personality trait and
demographics on financial decision making among Generation Y. Young
Consumers, 14(3), 230–243. https://doi.org/10.1108/YC-11-2012-00325
Oehler, A., Wendt, S., Wedlich, F., & Horn, M. (2018). Investors' personality
influences investment decisions: Experimental evidence on extraversion and
neuroticism.
Journal
of
Behavioral
Finance,
19(1),
30–48.
https://doi.org/10.1080/15427560.2017.1366495
Olsen, R. A. (1997). Prospect theory as an explanation of risky choice by
professional investors: Some evidence. Review of Financial Economics, 6(2),
225–232. https://doi.org/10.1016/S1058-3300(97)90008-2
Ortner, J., Velthuis, L., & Wollscheid, D. (2017). Incentive systems for risky
investment decisions under unknown preferences. Management Accounting
Research, 36, 43–50. https://doi.org/10.1016/j.mar.2016.09.001
Owusu, J., Ismail, M. Bin, Osman, M. H. B. M., & Kuan, G. (2019). Financial
literacy as a moderator linking financial resource availability and SME
growth in Ghana. Investment Management and Financial Innovations, 16(1),
154–166. https://doi.org/10.21511/imfi.16(1).2019.12
Pak, O., & Mahmood, M. (2015). Impact of personality on risk tolerance and
investment decisions: A study on potential investors of Kazakhstan.
International Journal of Commerce and Management, 25(4), 370–384.
https://doi.org/10.1108/IJCoMA-01-2013-0002
Perveen, N., Ahmad, A., Usman, M., & Liaqat, F. (2020). Study of Investment
Decisions and Personal Characteristics through Risk Tolerance: Moderating
Role of Investment Experience. Revista Amazonia Investiga, 9(34), 57–68.
https://doi.org/10.34069/ai/2020.34.10.6
Pompian, M. M. (2006). Behavioral finance and wealth management. In Behavioral
Finance and Wealth Management. https://doi.org/10.1002/9781119202400
Pompian, M. M. (2012). Behavioral Finance and Investor Types. John Wiley & Sons.
Pompian, M. M., & Longo, J. M. (2004). A new paradigm for practical application
of behavioral finance. The Journal of Wealth Management, 7(2), 9–15.
https://doi.org/10.3905/jwm.2004.434561
Pradita, V., & Wiwik, L. (2019). Study of Demographic Factors and Financial
Literation and its Effect on Individual Investment Decision in Generation X
and Generation Y. The International Conference of Business and Banking
Innovations
(ICOBBI)
2019.,
1(1).
https://doi.org/10.6084/m9.figshare.9849122
Sadiq, M. N., & Khan, R. A. A. (2019). Impact of Personality Traits on Investment
Intention: The Mediating Role of Risk Behaviour and the Moderating Role
of Financial Literacy. Journal of Finance & Economics Research, 4(1), 1–18.
https://doi.org/10.20547/jfer1904101
Sattar, M. A., Toseef, M., & Sattar, M. F. (2020). Behavioral Finance Biases in
Investment Decision Making. International Journal of Accounting, Finance and

16

Jurnal Minds: Manajemen Ide dan Inspirasi
June, Vol. 9 No.1, 2022: 1-18
Risk Management, 5(2), 69. https://doi.org/10.11648/j.ijafrm.20200502.11
Sitkin, S. B., & Pablo, A. L. (1992). Reconceptualizing the determinants of risk
behavior. The Academy of Management Review, 17(1), 9–38.
Sitkin, S. B., & Weingart, L. R. (1995). Determinants of risky decision-making
behavior: a test of the mediating role of risk perceptions and propensity.
Academy of Management Journal, 38(6), 1573–1592.
Subramaniam, A., & Velnampy, T. (2017). The Role of Behavioural Factors in the
Investment Decisions of Household Investors. International Journal of
Accounting
and
Financial
Reporting,
7(1),
392.
https://doi.org/10.5296/ijafr.v7i1.11421
Tauni, M. Z., Fang, H. X., & Iqbal, A. (2017). The role of financial advice and
word-of-mouth communication on the association between investor
personality and stock trading behavior: Evidence from Chinese stock
market.
Personality
and
Individual
Differences,
108,
55–65.
https://doi.org/10.1016/j.paid.2016.11.048
Tversky, A., & Kahneman, D. (1992). Advances in prospect theory: Cumulative
representation of uncertainty. Journal of Risk and Uncertainty.
https://doi.org/10.1007/BF00122574
Van Rooij, M., Lusardi, A., & Alessie, R. (2011). Financial literacy and stock
market participation. Journal of Financial Economics, 101(2), 449–472.
https://doi.org/10.1016/j.jfineco.2011.03.006
Viscusi, W. K., Phillips, O. R., & Kroll, S. (2011). Risky investment decisions: How
are individuals influenced by their groups? Journal of Risk and Uncertainty,
43(2), 81–106. https://doi.org/10.1007/s11166-011-9123-3
Wang, K. Q., & Xu, J. (2015). Market volatility and momentum. Journal of Empirical
Finance, 30(June 2009), 79–91. https://doi.org/10.1016/j.jempfin.2014.11.009
Weber, E. U., & Milliman, R. A. (1997). Perceived risk attitudes: Relating risk
perception to risky choice. Management Science, 43(2), 123–144.
https://doi.org/10.1287/mnsc.43.2.123
Weerasekara, C., Heenkenda, J., Hapugoda, J., & Senevirathne, A. (2019).
Antecedents and consequences of financial literacy: A case of retail investors
at the Colombo Stock Exchange in Sri Lanka. Journal of Humanities and Social
Sciences, August.
Zhang, A. C. (2014). Financial advice and asset allocation of individual investors.
Pacific Accounting Review, 26. https://doi.org/10.1108/PAR-04-2013-0030

17

