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Abstract

According to the psychology perspective, although each person's personality
traits including agreeableness, conscientiousness, neuroticism, extraversion, and
openness vary among different people, they remain relatively constant over time.
Based on this, this diversity in individual differences and its stability over time,
are able to describe human behavior in different scenarios of life. Therefore, in
this research, the impact of these five personality traits on the decision-making
process of investment allocation has been investigated through the channels of
beliefs, risk preferences and social interactions of investors. To achieve this goal,
264 questionnaires were collected from the investors of Tehran Stock Exchange
and analyzed using the regression model using Eviuse 8 software. The results
showed that conscientiousness, extraversion, and neuroticism personalities were
more determining factors in explaining the participants' beliefs, while extraver-
sion, neuroticism and openness personalities have broader social interactions
than other personalities. In addition, the findings indicate that openness and ex-
traversion investors have less risk aversion, while neuroticism investors have a
higher risk aversion. Finally, neuroticism, extraversion, and openness personali-
ties are more decisive factors in the allocation of participants' assets that these
factors can be interpreted through the views of beliefs, risk preferences and so-
cial interactions. The results also showed that the variables of gender, age, and
education have an impact on people's investment decisions.
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1. Introduction

The assumption that investors are rational
is one of the main foundations of classical
financial knowledge, which is not able to
explain the behavior of investors because
it is not real in terms of behavioral finan-
cial knowledge. The emergence of phe-
nomena such as price bubbles in the stock
market or the overreaction of investors to
new information has been opposed to the
theory of efficient capital markets. Asare-
sult, behavioral financial knowledge is try-
ing to explain this phenomenon by using
psychological science. Behavioral finance
is a paradigm that discards the two main
and limiting assumptions of the traditional
paradigm, namely maximization of ex-
pected utility and complete rationality.
Behavioral finance is a combination of
classical economics and finance with psy-
chology and decision science, which seeks
to explain unusual phenomena observed in
the financial field (Fuller, 2000). Psycholo-
gists believe that moral traits are different
in people, but remain relatively constant
over time. Based on a comprehensive clas-
sification, these factors include agreeable-
ness, conscientiousness, neuroticism, ex-
traversion, and openness, which derive
from a variety of individual differences.
The mentioned factors are different from
each other, but at the same time, they are
able to describe the behavior of humans in
different scenarios of life. It is expected
that these five personality traits can ex-
plain the difference between investors in
their asset allocation decisions through
the three perspectives of beliefs, risk pref-
erences, and social interactions. In this re-
search, using a branch of psychology,
namely personality psychology, the effect
of a set of personality traits of people on
their investment decision-making (alloca-
tion of assets to financial wealth and
stocks) was investigated. In this study,
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through the modified questionnaire of
Zhang Yang et al. (2020), and using the
five-factor model of personality (open-
ness, conscientiousness, extroversion,
agreeableness, and neuroticism), the per-
sonality type of the participants was first
determined and then the effects of per-
sonality type on various investment deci-
sions were investigated through the chan-
nels of people's beliefs, risk aversion, and
social interactions. In addition, the rela-
tionship between demographic infor-
mation and personality types was also in-
vestigated.

2. Methods

This research is descriptive in terms of
correlation type, practical in terms of pur-
pose, and questionnaire and library survey
study in terms of data collection. Domestic
and foreign specialized magazines were
used to write and collect the information
needed for the theoretical foundations
section. The data collection method was a
questionnaire. The statistical population
of this study was the investors of the Teh-
ran Stock Exchange. For this purpose, 264
questionnaires were completely received
and tested. The first part of the question-
naire was used to measure the Big Five
personality traits using a well-established
approach. To do this, a 20-question ques-
tionnaire related to SAPA personality was
used. After collecting the above scores, the
weighted average of the participants'
scores was used to determine each of the
five personality traits. The second part of
the questionnaire formed sets of parame-
ters (channels) that are the main elements
in financial decision-making models. The
last part of the questionnaire was standard
demographic questions such as age, gen-
der, income, wealth, and education.
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3. Results

The findings indicate that, firstly, many
demographic variables (gender, age, and
related educational qualifications) had a
significant relationship with the partici-
pants' personality types. The results show
that neurotic and to some extent extro-
version and conscientiousness personali-
ties are considered influential factors in
determining people's beliefs and convic-
tions. Moreover, the results show that
open and extroverted personalities have
lower risk aversion due to less conserva-
tism, while neurotic investors have higher
risk aversion. Extroverted personalities,
who have higher social relations, seek
more excitement and are risk-takers. On
the other hand, the results show that neu-
rotic investors have a higher risk aversion
due to high-risk tolerance and the result-
ing pressure. This view is according to
Kuhnen et al (2013). The results of this sec-
tion are consistent with the research of
Giglio et al (2021). In terms of social inter-
actions, the results show that neurotic, ex-
troverted, and open-minded personalities
are more interested in the investment en-
vironment around them because an extro-
verted and open-minded personality en-
joys interacting with others and tends to
model his investment decisions after
them. In addition, most neurotic investors
have a greater fear of missing out and
therefore tend to follow the crowd and im-
itate the decisions of others. Finally, after
examining the 3 channels of beliefs, risk
preferences, and social interactions, the
relationship between personality charac-
teristics and asset allocation of the partic-
ipants was examined. The results showed
that extroverted and open-minded per-
sonalities, unlike neurotic personalities,
have a greater tendency to invest in finan-
cial assets, especially stocks, which can be
interpreted through the channels of

Volume 16. Issue 32. Autumn and Winter, 2024. Pages 27 to 58.

beliefs, risk, and social interactions. In ad-
dition, the study of demographic variables
shows the influence of gender, age, and
education variables related to investment
decisions.

4. Conclusion

One of the key findings in recent studies is
the high and continuous heterogeneity of
people in the formation of investment
portfolios and their related returns
(Fagereng et al., 2020). Although research-
ers have associated this persistent hetero-
geneity with the type of preferences (Ep-
per et al., 2020) and the skill of individuals
(Campbell et al., 2019, An et al., 2019), these
characteristics are not fully able to explain
these heterogeneities. Therefore, a set of
people's characteristics is needed to ex-
plain how they make investment decisions.
This research, in addition to considering
the issue of various psychological person-
alities in people's investment decisions,
examined investment decisions through
three separate perspectives, namely be-
liefs and convictions, risk preferences, and
social interactions, in order to obtain a
more comprehensive conclusion. There-
fore, it helps investors with different per-
sonalities to make more appropriate deci-
sions in their investments.
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