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A B S T R A C T  
Research aim: The paper addressed two objectives: examining the differences in behavioural 
traits with regard to risk attitudes, and explore the differences in financial risk attitudes with 
regard to demographic profiles of Malaysian investors. 
Design/ Methodology/ Approach: Using the t-test and one-way analysis of variance 
(ANOVA), this paper investigates how differences in behavioural trait bias among 241 master 
of business administration students in Malaysia affect their financial risk attitudes. 
Research finding: First, we find that the financial risk takers have higher levels of 
overconfidence, maximization, happiness, and trust than the risk-averse respondents. Second, 
in terms of demographics, we find that the following take significantly higher risks: men 
versus women, singles versus those who are married, and, those with lower income and less 
work experience. Besides, in terms of race, the Chinese are the greatest financial risk takers.  
Theoretical contribution/ Originality: Both the behavioural traits and financial risk attitudes 
are new for a multicultural background market like Malaysia. Reflections on the findings 
suggest that the financial planners need to take cognisance of such relationships, tendencies 
and risk preferences so as to understand their client inclination and provide appropriate 
advice to their investor clients.  
Research limitation/ Implication: Categories under the research design and sample selection 
can be further extended by considering more advanced research approach and a bigger size 
of sample respondents. 
Keywords: Behavioural Finance, Behavioural Traits, Risk Attitudes, Financial Risk, 
Demographic Profiles 
Type of article: Research paper 
JEL Classifications: D14, D91, G41 

 
1. Introduction 

There has been an increased interest in studying the effects of cultural 
backgrounds and behavioural traits on business decision-making (Beugelsdijk 
& Frijns, 2010; Guiso et al. 2006; Klement & Miranda, 2012; Kuada & 
Januleviciene, 2003; Nandan & Saurabh, 2016; Veenhoven, 1994). For instance, 
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a survey of participants in 69 countries found that demographic profile 
significantly affects business decision-making; the wealthier and those of 
higher social standing conduct their investment activities more happily and 
confidently (Veenhoven, 1994). In addition, financial advisors and portfolio 
managers should also consider the investor’s behavioural traits such as 
happiness, overconfidence, regret and trust to assess one’s risk attitude in 
setting expectations on investment decisions (Guiso et al., 2006). Moreover, 
Klement and Miranda (2012) and Park and Yao (2016) found that portfolio 
managers reckon investor behavioural traits are extremely important in making 
investment decisions and in financial risk taking. In light of these findings, this 
paper investigates the effects of demographic profile differences on investors’ 
risk attitudes and how these attitudes affect their behavioural traits.  

Demographic profiles and behavioural traits are important determinants of 
investors’ risk attitudes for two reasons. First, an investor’s behavioural traits 
affect his setting of expectations on economic outcomes (Guiso et al., 2006). 
Hence, it is important to understand how people’s behavioural traits influence 
their thinking and deciding on investments. Second, financial advisors and 
portfolio managers play an important role in assessing investors’ risk attitudes 
so as to help them achieve their goals at an acceptable risk level. Since financial 
advisors and portfolio managers are the major drivers of financial market 
performance (Gorman & Sahlman, 1989; Jonsson, et al., 2017), information 
relating to the investors’ financial risk attitudes should be useful in forming 
expectations of future financial market resilience. Although the demographic 
profile and behavioural traits influence the investors’ financial risk attitudes, 
their association remains largely unexplored. This gap motivates the present 
study.  

We study this association in the Malaysian market which was chosen for 
three reasons. First, Malaysia’s uniqueness lies in its multi-ethnic and 
multicultural background. Therefore, a study of the Malaysian market may 
provide richer insights into the association among demographic profiles, 
behavioural traits and financial risk attitudes. Second, Malaysia has 
experienced strong financial growth in the past few decades; thus, the market 
has become increasingly important globally (New Straits Times, 2019). Third, 
there are many studies on the association among demographic profiles, 
behavioural traits and financial risk attitude in developed markets. But similar 
studies on emerging markets such as Malaysia are limited.  

Our findings show that the following assume greater financial risks than 
their other counterparts in each demographic category comparison: men, 
unmarried, the Chinese, the lower income group, and those with less work 
experience. In terms of behavioural traits, this study finds that financial risk 
takers have higher levels of overconfidence, maximization, happiness and trust 
than their risk-averse counterparts.  
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This study contributes to the existing literature on providing information 
for financial market players and regulators by offering evidence that the 
investors’ financial risk attitude is connected to demographic profiles and 
behavioural traits. The remainder of this paper is organized as follows. Section 
2 provides the literature review and the hypotheses tested in this study. Section 
3 sets out the data and research design, while Section 4 provides the empirical 
results and analysis. Section 5 presents the overall conclusions. 

 
2. Literature Review 

This section discusses extant literature on financial risk attitude and develops 
hypotheses on how demographic profiles and behavioural traits are associated 
with financial risk attitude. We first discuss the different types of investors 
based on their risk profiles, followed by literature review related to financial 
risk attitude and then present the study hypotheses regarding how 
demographic profiles and behavioural traits are associated with financial risk 
attitude. 

 
2.1. General Discussion of Investor Types 

Among the earliest studies in which investor type was mentioned were 
conducted by Barnewall (1987) and Bailar et al. (1986). Bailard et al. (1986) 
propose a model that classifies investor personalities based on their level of 
confidence. Nevertheless, due to lack of generalization, the model was not well 
received by the literature. In a similar vein, Barnewall (1987) introduces more 
prevalent investor types’ model. She distinguishes two relatively simple 
investor types: passive and active. Barnewall defines “passive investors” as 
those investors who have a greater need for security than they have tolerance 
for risk. Alternatively, “active investors” are individuals that have a higher 
tolerance for risk and have been actively involved in wealth creation through 
investment. 

Pompian (2012) has developed a more recent investor types’ model based 
on studies by Barnewall (1987) and Bailar et al. (1986). Pompian (2012, p. 2) 
explains: 

One of the key observations from the model is that either end of the passive/active 
scale are clients who are susceptible to emotional biases and in the middle are clients 
affected mainly by cognitive biases or errors. This division makes intuitive sense when 
the investor types are considered. 

He further classifies investors into four groups based on the following 
behavioral type and risk scale combinations: passive and low, passive and 
medium, active and medium, and active and high. Pompian (2012) has 
summarized that the first and second categories are believed to have relatively 
lower level of confidence, maximization and trust as compared with their last 
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two counterparts. In explaining the differences in financial risk preference and 
behavioral factors of Malaysian investors with regards to demographic profiles 
and risk attitude, this study will adapt the discussed models. 

 
2.2. Financial Risk Attitudes, Demographic Profiles and Behavioural Traits 

While one of the earliest works on risk attitude came from Phoenix et al. (1959), 
the work of Ajzen and Fishbein (1977) is often cited as the seminal work on 
human risk attitude. Ajzen and Fishbein were the first to claim that behavioural 
norms affect people’s risk attitude and subjective norms. Their work has been 
followed by a series of other studies, notably Dyer and Sarin (1982), who find 
that risk attitude is strongly related to a variety of corporate decision-making 
styles and managerial points of view. They argue that these differences arise 
from different approaches to perceiving the marginal values of possible 
outcomes and uncertainties. 

Since risk attitude is not directly observable, researchers and financial 
players attempt to infer investors’ risk attitudes from various models which 
study the effects of the respondents’ demographic profiles or behavioural traits. 
One such model is the risk return framework introduced by Sarin and Weber 
(1993) to estimate people’s risk attitude. The model employs the auction theory 
and observes how people react in auction markets. They find that people 
become more risk averse when they lack information or prior experience on the 
item on which they bid. They also argue that the results are useful in 
understanding some phenomena in the insurance and equity markets. Another 
is the conjoint expected risk (CER) model used in a study of cross-cultural 
differences in the perception of financial risks in Hong Kong, Taiwan, the 
Netherlands, and the U.S. (Bontempo et al., 1997). The authors found that the 
respondents from Hong Kong and Taiwan were more sensitive to the 
magnitude of potential losses than that for positive outcomes. Likewise, 
Statman (2008), in studying how demographic profiles affect investment 
decisions, found that people’s risk aversion or risk seeking depends not only 
on their wealth, but also on their culture. Meanwhile, Ryff (1991) examines the 
correlations among level of education, happiness, and decision-making style. 
Using a subjective well-being index (SWB), she finds that level of education and 
happiness have meaningful correlations with occupation risk status. Similarly, 
Baker et al. (2019) finds that occupation and investment experience are the most 
important demographic variables that relate to the behavioural biases of 
individual investors in India. To the extent that marital status affects people’s 
risk attitude, Diener et al. (1999) study the relationship between marriage and 
psychological factors concerning life circumstances in producing happiness 
and better investment decisions. They find that marriage has greater emotional 
benefits for men, but that, overall, there is no significant difference between 
married men and married women with respect to investment decisions. In 
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contrast, Byrnes et al. (1999), who compare risk-taking tendencies of males and 
females through a meta-analysis of 150 studies, find that men are greater 
financial risk seekers than women.  

Moreover, Weber and Johnson (2006) find that people’s age and experience 
affect their financial decision making and risk taking. Older and more 
experienced people are more confident and are greater risk seekers than their 
younger counterparts. In a study on 795 higher education employees, 
Dulebohn and Murray (2007) find that level of education affects people’s 
financial risk attitude. People with a higher level of education show a greater 
risk appetite. Likewise, a study of a group of low-income Australian 
households also find a strong positive relationship between a person’s level of 
education or financial literacy and his financial decision-making process (Fry 
et al., 2008). More recent studies on the association between demographic 
profile and financial risk attitude include Albaity and Rahman (2012), Rieger et 
al. (2014) and Vieider et al. (2012). Vieider et al. (2012) study the association 
between income level and financial risk attitude among 3,025 respondents from 
30 different countries and find that, within countries, risk tolerance is positively 
associated with personal income. Arianti (2018), Rieger et al. (2014) and Tanaka 
et al. (2010) report similar findings. Albaity and Rahman (2012) examine the 
demographic profile’s influence on 416 undergraduate student respondents’ 
financial risk attitude in Malaysia. Similar to Byrnes et al. (1999), they find that 
men are greater risk takers than women.  

Meanwhile, some studies also show that behavioural traits play a role in 
determining financial risk attitude. For instance, Blaine and Crocker (1993) and 
Chen and Handley-Schachler (2016) find that wealthier and happier persons 
are more likely to take risks and tend to perform better in their investments. 
Next, Burks et al. (2009) and Wu et al. (2011) find that behavioural traits like 
cognitive skills influence the investment decision-making process. They argue 
that cognitive skills cause people to have different approaches to risky 
circumstances, such that people with high cognitive skills are more eager for 
risky investments. 

Similarly, more recent studies have showed that risk tolerance, investor 
personality and behavioural finance biases are significantly related to each 
other. For example, Dickason and Ferreira (2018) provide evidence that 
investors with a high-risk tolerance level are subject to self-control bias. In a 
different study, Otuteye and Siddiquee (2019) argue that active investors tend 
to have lower performance than passive investors mainly due to cognitive and 
emotional factors. Kishan and Alfan (2019) on the other hand, find that the 
usage of financial statement for investment decision-making is higher among 
investors with higher degree of confidence. 
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2.3. Hypotheses 

The findings regarding the effect of demographic profiles and behavioural 
traits on financial risk attitude can be summarized as follows. First, the 
empirical results are mixed with some suggesting that some demographic 
profiles and behavioural traits affect a person’s financial risk attitude. Second, 
much of the existing work has focused on developed markets. There appears to 
be limited published research examining the associations among demographic 
profiles, behavioural traits, and financial risk attitude in emerging markets and 
more so multi-racial countries like Malaysia. The only known exception is 
Albaity and Rahman (2012) who study the risk attitudes of undergraduate 
students in Malaysia. This paper aims to investigate whether there are any 
differences in financial risk preference and behavioural traits of Malaysian 
investors with regard to demographic profiles and risk attitude. Drawing from 
the preceding discussions, we develop two hypotheses as follows. 

H1: People with different risk attitudes have different behavioural traits. 
H2: People with different demographic profiles have different financial risk attitudes.  

 
3. Data and Methodology 

This study is a quantitative and empirical assessment of the association among 
demographic profiles, behavioural traits, and financial risk attitudes. This 
study follows the methodological analyses of Albaity and Rahman (2012) and 
Statman (2008) but extends those studies by investigating the association 
between demographic profiles, behavioural traits and financial risk attitudes 
together. Also, unlike Albaity and Rahman (2012) who studied 
undergraduates, this study employs a convenience sampling approach of 
Master of Business Administration (MBA) students from two selected 
universities in Malaysia i.e., Universiti Malaya (UM) and Universiti Teknologi 
Malaysia (UTM). These two universities were chosen due to convenience and 
the authors’ access to the respondents through personal contacts.  Nevertheless, 
we believe that the sample of students from these two universities are 
representatives because these MBA students would have some work 
experience, income and savings. They also have knowledge and interest in 
business and financial matters. They would be knowledgeable respondents 
because they can relate to decisions on investments and financial risk attitudes.  

We employ the student’s t-tests and analysis of variance (ANOVA) to study 
the differences in financial risk attitudes across different demographic profiles 
and behavioural traits. Drawing from the findings of our literature review, we 
measure and compare financial risk attitudes across five demographic variables 
(i.e., gender, marital status, race, level of income, and work experience) and test 
the effect of individual risk attitude on six behavioural traits (i.e., luck, 
overconfidence, regret, maximization, happiness, and trust). A questionnaire 
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survey is implemented as the method of data collection. A 10-point Likert scale 
is used for each item, with higher levels of willingness to take a financial risk 
indicated by higher scores on the scale.  

We also conducted a pilot study involving 11 males and 19 females’ student 
to ensure that the contents of the questionnaire were understandable. The 
reliability of the pilot questionnaire was assessed using Cronbach’s alpha and 
corrected item-total correlations before we handed out 300 questionnaires to 
the respondents. Of the 300 questionnaires, 241 (80.33%) were completed 
satisfactorily where majority of them (224) are UM students. This high response 
rate of 80% exceeds the average of 48% obtained for studies published in 17 
refereed academic journals (Baruch & Holtom, 2008). The respondents are 
asked to indicate their financial risk attitude (1-risk taker and 2-risk averse) and 
to rate their level of agreement or belief in each of the six behavioural variables 
on a 10-point Likert scale. For example, in order to know whether someone 
believes that success in picking stocks that earn higher-than-average returns is 
due to skill or luck, the following scale was given: ’1.  Strongly believe that 
success is due to skill’ to ’10. Strongly believe that success is due to luck’.   

 
Table 1: Sample summary statistics 

Demographic Profile Category No. of Respondents Percentage 

Gender Male 100 41 
Female 141 59 

Marital Status Married 89 37 
Single 152 63 

Race Malay 57 24 
Chinese 96 40 
Indian 46 19 
Other 42 17 

Income Level (monthly) < RM2000 30 12 
RM2000-RM3999 64 27 
RM4000-RM5999 78 32 
RM6000-RM7999 28 12 
RM8000-RM9000 23 10 
> RM10000 18 7 

Work Experience  0-5 years 103 43 
5-10 years 99 41 
10-15 years 33 14 
15-20 years 4 2 
> 20 years 2 1 

 
Table 1 presents the descriptive statistics for this study sample. The 

respondents had varied demographic profiles. In terms of gender and marital 
status, the respondents were fairly distributed on an approximate 40:60 split 
between male to female and married to single ratios respectively. They also 
came from different ethnic groups. Although those of Chinese descent formed 
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the largest group (40%), they did not dominate the sample because each of the 
other ethnic groups comprises approximately 20% of the sample. In terms of 
income and work experience, those in the upper end of the spectrum form the 
minority and seems a reasonable reflection of the population. 

 
4. Empirical Results and Discussion 

4.1. Risk Attitude and Behavioural Trait Bias 

Table 2 shows the differences in the mean scores of the behavioural bias 
variables for the risk-taking and the risk-averse respondents. We analyse the 
results under three categories. First, the risk takers record significantly higher 
scores for the variables of overconfidence, maximization and trust. 
Overconfidence bias entails being too optimistic or bullish on one’s ability to 
pick stocks whose returns are likely to outperform the market. The risk takers 
may be more or too confident of the accuracy of the information available to 
them or their analytical prowess. Hence, the risk takers may be more confident 
than their risk averse counterparts, similar to those found in most prior studies 
(He, 2020; Koebel et al., 2015). Next, maximization relates to wanting the best 
and not settling for second best returns. Risk averse investors tend to fear risks 
and would not be inclined to stretch their chances to get the highest returns. 
Conversely, the risk takers may be willing to assume higher risks so as to 
maximize the chances for the highest returns. This is similar to the findings of 
studies such as Pan and Statman’s (2012) study of American men and women 
but differ from Statman’s (2015) study across 23 countries. Finally, trust 
involves taking on risks when dealing with non-family members. It is also 
likely that the risk takers would be willing to assume higher risks in trusting 
others as compared with the risk averse respondents. Those who are 
constrained by time (this includes busy executives pursuing MBA studies) and 
invest in instruments for which they have less knowledge would depend on 
and place more trust on the more knowledgeable experts (Olsen, 2012). 

Second, contrary to our expectations, the risk takers are significantly 
happier (or contented) than their risk averse counterparts. This seems to 
contradict our first finding that the risk takers are more inclined towards 
wanting to maximize their returns and not settle for second best. Nonetheless, 
this finding seems consistent with previous research which does not reveal a 
clear cut relationship between happiness and risk attitude. Other factors such 
as the country’s overall wealth and the individual’s perceived wealth 
sufficiency affect this happiness/risk attitude relationship (Albaity & Rahman, 
2012). 

Third, the scores for luck and regret do not significantly differ between the 
risk takers and risk averse respondents. This suggests that on average, the 
respondents are slightly more inclined to attribute successful investments with 
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their own skills (mean scores of 4.11 and 4.23 for risk takers and risk averse 
respondents respectively) rather than luck. In comparison, a US-based study 
found that higher risk-tolerant investors tend to “attribute success [more] to 
luck [over skill]” because “a belief that successful outcomes of choices depend 
on luck more than on skill reduces responsibility for choices” Pan and Statman 
(2012, p. 60). But the respondent base may differ because the US-based study’s 
respondents’ age range from 18 to over 55, i.e. some may not even have an 
undergraduate degree and some are in the near- or post-retirement era. Our 
study, however, surveys MBA students, i.e., those who already have their first 
degrees and are way below retirement age. Moreover, our respondents are 
students of reputable universities and hence, they are probably more confident 
of, and rely more on, their skills rather than attributing the potential outcomes 
to luck. The greater reliance on skills is likely to be similar for both the risk 
averse and risk takers. 

Likewise, in terms of regret aversion bias, our respondents, armed with 
their MBA studies background, are likely to explore the various options 
available before eventually deciding on one. They are also likely to evaluate 
their outcomes vis-à-vis those of other outcomes and feel bad if their decision 
seem suboptimal. Adapting from Solnik and Michenaud (2008), we may 
differentiate traditional risk-aversion from regret risk-aversion as follows: the 
former seeks to avoid returns volatility while the latter seeks to avoid potential 
regret in the future arising from sub-optimal risk/return trade-off decisions. In 
other words, most MBA students, regardless of whether they are risk-averse or 
risk-takers, tend to avoid potential regret in the future. Hence, the mean score 
of the risk takers does not significantly differ from that of the risk avoiders. 
 
Table 2: Comparison of behavioural bias variables mean scores across different risk attitudes 

(risk takers vs risk averse) 

Behavioural bias variables Risk taker Risk averse Mean diff. t-stat p-value 

Luck 4.11 4.23 -0.12 -0.41 0.69 
Overconfidence 5.82 5.18 0.64 2.50 0.01** 
Regret 6.09 6.06 0.03 0.10 0.92 
Maximization 6.58 5.98 0.60 2.13 0.03** 
Happiness 7.09 6.60 0.49 2.15 0.03** 
Trust 5.45 4.66 0.80 3.22 0.00*** 

***1% level of significance, **5% level of significance, * 10% level of significance 

 
4.2. Demographic Profiles and Risk Attitude 

Table 3 presents the results on the differences in financial risk attitude 
(measured by risk tolerance of X%) across the different demographic profiles. 
We asked the respondent to indicate his risk tolerance level of X% as follows. 
We asked whether the respondent is willing to accept an opportunity to replace 
his current investment portfolio with a new portfolio that has a 50-50 chance of 
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increasing by 50% and decreasing by a tolerable rate of X%. We measured this 
risk tolerance of X% through a 10-point Likert scale which ranges from ‘1. 
Highly risk averse (X = 3%)’ to ’10. Highly risk taker (X = 30%)’. Column 2 
presents the mean risk tolerance measure (X%). Next, column 3 states the mean 
differences in risk tolerance across each paired demographic profile 
comparison. For instance, ‘V1: Gender’ shows a 2.54% (i.e., 14.91 – 12.37%) 
difference in risk tolerance between the male and female respondents. Columns 
4 and 5 report the corresponding t- and F- statistics respectively. Column 6 
presents the significance of the differences based on the p-values and asterisks 
marked.  
 

Table 3: Difference in financial risk preference among demographic profiles 

 Risk tolerance on investment 
portfolio value 

 Risk tolerance on income 

(1) 
Variable 

(2) 
Risk 
tol. 

(3) 
Mean 
diff. 

(4) 
t-stat 

(5) F-
stat 

(6) p-
value 

(7) 
Risk 
tol. 

(8) 
Mean 
diff. 

(9) 
t-stat 

(10) 
F-stat 

(11) 
p-value 

V1: Gender                     

Male 14.91 2.54 2.45 - 0.02** 13.88 2.65 2.69 - 0.01*** 

Female 12.37 11.23 

V2: Marital status                     

Married 12.53 -1.42 -1.31 - 0.19 10.75 -2.50 -2.56 - 0.01** 

Single 13.95 13.25 

V3: Race                     

Malay 10.46 - - 5.82 0.00*** 11.11 - - 1.02 0.38 

Chinese 15.59 13.26 

Indian 12.04 11.87 

Other 14.00 12.36 

V4: Income level                     

< RM2000 12.60 - - 1.52 0.18 12.10 - - 3.04 0.01** 

RM2000-RM3999 15.28 14.95 

RM4000-RM5999 13.45 11.95 

RM6000-RM7999 12.07 11.43 

RM8000-RM9000 13.43 11.09 

> RM10000 10.17 8.00 

V5: Work experience                     

0-5 years 14.30 - - 1.36 0.25 13.72 - - 3.25 0.01** 

5-10 years 12.86 11.60 

10-15 years 13.27 11.79 

15-20 years 11.25 3.75 

> 20 years 3.00 3.00 
***1% level of significance, **5% level of significance, * 10% level of significance 

 
Column 6 shows that significant differences in risk tolerance exist in the 

gender and race categories. Males are higher risk takers than females because 
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males are willing to accept a 14.91% drop in portfolio value as compared with 
only a 12.37% threshold for the females. This finding is consistent with those of 
most typical studies and is attributed to the males’ tendency to be over-
confident and to have higher testosterone levels and hence, a more aggressive 
status-seeking trait (Blake et al., 2019; Nofsinger et al., 2018). Meanwhile, those 
of Chinese descent assume significantly higher risks than the others. This 
probably reflects the tendency of the Chinese to feel insecure and hence, seek 
ways to accumulate wealth. This sense of insecurity is in turn shaped by the 
harsh experience encountered by their ancestors both in their ancestral 
homeland of China and also as migrants in their new host countries outside 
China (Koh, 2018; Redding & Hsiao, 1990). 

Next, we repeat the same process for the respondent’s risk tolerance on 
income and present our findings in columns 7 to 11. Column 11 shows 
significantly different risk tolerance in all categories except for race. Under the 
‘V4: Income level’ and ‘V5: Work experience’ comparisons, we see that 
respondents with lower incomes and work experience tend to be more risk 
tolerant. Likewise, males are willing to take higher risk in their income levels 
than females. While this study’s results are consistent with Statman (2008), who 
finds respondents with lower income are greater risk takers, they are in contrast 
to Tanaka, Camerer, and Nguyen (2010) and Rieger, Wang, and Hens (2014), 
who find that risk tolerance is positively associated with personal income.  
 
4.3. Discussion 

Drawing from the results and analyses in sections 4.1 and 4.2, we further 
discuss our findings so as to facilitate formulation of the implications in a more 
granular way. In our survey of 241 MBA students in two Malaysian 
universities, we find that the risk-taking investors are significantly more bias 
than their risk-averse counterparts in the following four behavioural biases: 
overconfidence, maximization, trust, and happiness.  

First, a person who is more willing to take higher risks in search for higher 
returns tend to over-estimate his ability to make wise investment decisions. He 
may run into dangers of taking unduly high risks with the illusion that he is 
making a good decision which will out-turn much better risk/return trade-offs. 
To mitigate this undesirable situation, an overconfident risk-taker investor 
should be informed and convinced that he would be better off with the advice 
of more objective investment professionals or other equally competent and 
trusted parties. 

Second, a risk-taker tends to be a maximiser. He tends to aim for nothing 
less than the best returns even at the expense of generating poorer risk/return 
trade-offs. While the desire to maximize returns is understood, a maximiser 
needs to be advised that seeking the best returns may not always yield the best 
possible outcome. In fact, it may not be appropriate if he considers the bigger 
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picture elements such as his unique circumstances, constraints, investment 
horizon and objectives. It may even be disastrous if an overly aggressive hunt 
for maximum returns leads to excessively risky investment decisions. 

Third, a risk-taker tends to significantly trust others more than a risk-averse 
investor. He may do so without sufficiently careful consideration of his own 
unique circumstances, constraints and needs, best known to himself. Trusting 
others may also mean that he may not have carefully and objectively verified 
their assertions or recommendations. Hence, a risk-taker needs to be advised to 
conduct a more objective and holistic self-examination and also examination of 
information or advice received before making a decision. 

Fourth, a risk-taker tends to be much happier than his risk-averse 
counterpart. Unlike the other findings which coincide with our expectations 
(based on our analyses of extant studies), we also cautioned that there are 
mixed findings because other factors may influence the risk-taker/happiness 
association. Nonetheless, our finding suggests that a risk-taker may be 
contented with accepting returns which do not commensurate with the risks 
assumed. Hence, a risk-taker may need to be prompted to critically question 
the adequacy of an investment’s expected return if he were to take on a 
relatively riskier venture. 

Next, our discussions in section 4.2 suggest that the following demographic 
groups tend to have higher risk tolerance (i.e., they tend to be the risk-takers). 
Risk tolerance is in turn measured in two aspects, namely variations in portfolio 
value (or capital gain) and variations in portfolio income (e.g., periodic 
dividend or interest or rental income). In terms of potential variations in 
investment portfolio value, the males and the Chinese seem to be risk-takers 
relative to their respective counterparts. In terms of tolerating potential 
variations in portfolio income, the males, the lower income group and those 
with fewer years of work experience tend to be risk-takers relative to their 
respective counterparts. 

Pooling together the discussions pertaining to our findings in both sections 
4.1 and 4.2 suggest the following. First, a male investor may tend to be a risk-
taker and hence, he may need to be more thoroughly assessed and/or 
cautioned as to whether he tends to exhibit biases in terms of over-confidence, 
maximization, happiness and trust. This needs to be done in both aspects of 
portfolio value and income variations. Second, the Chinese seem to be risk-
takers in terms of seeking to maximize portfolio value. But in terms of portfolio 
income, their risk tolerance level does not significantly differ from the other 
ethnic groups. Hence, a Chinese investor may need to be more thoroughly 
assessed and/or cautioned as to whether he tends to be biased in terms of over-
confidence, maximization, happiness and trust, in terms of his attitude towards 
potential variation in portfolio value. Third, the other two demographic groups 
also do not significantly differ from their respective counterparts in terms of 
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portfolio value (but not income) variation. Hence, an investor in the lower 
income group or one with less work experience may need to be more 
thoroughly assessed and/or cautioned in terms of those four behavioural bias.  

The preceding paragraphs discuss the inter-relationships between the risk-
taking attitude, the behavioural traits and also the demographic profiles. The 
reverse would also apply to the risk-averse investors who may tend to be less 
confident, less striving for the best returns, less happy and less trusting, and 
belong to the other demographic groups. We summarise these discussions in 
in Figure 1. 

 

 
Figure 1. The inter-relationships between financial risk attitudes, demographic profiles 

and behavioural traits 

 
5. Conclusion 

This paper set out to examine whether investors’ behavioural traits differ across 
those with different risk attitudes, and whether their risk attitudes differ 
according to their demographic profiles. A review of extant literature suggests 
different categorization approaches and mixed empirical findings. Moreover, 
published works tend to be in the developed markets context. Little has been 
published in the emerging market contexts. Hence, we adapted a questionnaire 
and surveyed 241 master of business administration (MBA) students in two 
major Malaysian universities. 

Using the t-test and one-way analysis of variance (ANOVA), our analysis 
suggests two findings which in turn address our two research objectives. First, 
the financial risk takers (as opposed those who are risk averse) tend to have 
higher levels of overconfidence, maximization, happiness, and trust. Second, in 
terms of demographics, we find that the following take significantly higher 
risks: men versus women, singles versus those who are married, and, those 
with lower income and fewer years of work experience. Besides, in terms of 
race, the Chinese are the greatest financial risk takers. 
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Our findings present implications for researchers, practitioners and public 
policymakers as follows. For researchers, the empirical findings provide 
support for application of the growing field of behavioural finance to an under-
studied emerging market context. Malaysia provides an interesting study 
context not only because of its rapid development but also because of its 
diversity in culture and racial settings. Future research may consider enhancing 
or refining the categories employed for classifying investors’ risk attitudes, 
behavioural traits and demographic profiles. Besides, a larger and more diverse 
sample and post-survey interviews may provide richer insights. In addition, 
future research may study different investor categories such as active and 
passive investors, following Bailard et al. (1986), Barnewall (1987) and Pompian 
(2012). 

Next, for practitioners, the financial planners may consider the following 
three points as they adapt the models (largely based on those from developed 
markets) to clients in emerging markets such as Malaysia. First, investors who 
tend to be overconfident, maximize outcomes, seek happiness and are more 
trusting would also tend to take higher risks. Second, a more educated and 
career-advancing investor is likely to believe more in his own skills and seeks 
to avoid regret. Third, demographic differences are likely to impact financial 
risk attitude. These considerations include gender, marital status, ethnicity, 
income level and length of work experience. Therefore, financial planners need 
to take cognisance of such investor tendencies and risk preferences. This would 
help the financial planners understand their client inclination and provide 
appropriate advice to their respective investor clients. 

Finally, public policymakers may consider requiring financial planners to 
conduct a more thorough examination of, and discussion with, their clients, in 
terms of their financial risk attitudes, demographic profiles and behavioural 
traits. This is to facilitate greater awareness and better protection for the 
investing public. Perhaps, public policymakers may be more wary in terms of 
our findings that investors of lower income levels and fewer years of working 
experience tend to take on more financial risks. Such investors may need to be 
more enlightened in terms of financial literacy awareness. 
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