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ABSTRACT 

The Investors’ rationality assumption of traditional finance theories has long been contested 

by behavioural finance over the past few decades. Various non-financial factors, responsible 

for shaping investors’ behaviour, including individual personality characteristics and the 

social environments surrounding the decisions to be made, have emerged in recent studies. 

With the advancement of behavioural finance, it is important to recuperate our 

understanding of how an individual’s personality make-up influences her susceptibility 

towards behavioural biases while making investment decisions. In this study, we explore the 

effect of the five personality traits on select behavioural biases (overconfidence, disposition 

and herding) in financial decision-making. A questionnaire comprising measures of 

personality traits, overconfidence and herding along with demographic variables was 

circulated to a representative sample (n=251) of Indian investors. Our findings suggest a 

significant impact of personality traits on the vulnerability of individuals while making 

investment decisions. Extrovert investors are more balanced, not overconfident, and do not 

follow the herd. Openness, extroversion, and agreeableness negatively impact the 

susceptibility of investors towards overconfidence and herding. The results can be used by 

financial advisors to develop personality specific financial tools to customise to the 

requirements of their clients. 

 

Keywords: Investment Decision Making, Behavioural Biases, Overconfidence, Herding, 

Personality Traits. 
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INTRODUCTION 

Financial decisions are influenced by non-financial factors. These include context factors as 

well as the personality characteristics of individuals, thus moderating the way in which the 

environment affects decisions (Holden, 2010). Individual investors face difficulties making 

investment decisions due to lack of financial sophistication (Winchester, Huston, & Finke, 

2011). The propensity to act cautiously and maintain a balanced optimum investment 

portfolio in the face of falling security prices entails the ability to avoid behavioural instincts 

when making long-term asset allocation decisions (Winchester et al., 2011). Investment 

mailto:ashutosh@hrc.du.ac.in
mailto:badrig@uw.edu


https://www.cribfb.com/journal/index.php/ijafr          International Journal of Accounting & Finance Review     Vol. 6, No. 1; 2021 

 

 20  

decision-making of individual investors can be considered as an intricate behavioural process 

which is influenced by rational and irrational factors which contribute to inefficiency of 

security markets (Shanmugham & Ramya, 2012).  

There is extant literature arguing that these market inefficiencies fail the standard 

finance models underlying the „efficient market‟. These anomalies in the security market 

have generally been ascribed to behavioural biases of investors. This has been accepted and 

evidenced by Odean (1998), Odean (1999), Barber and Odean (2000) and Barber and Odean 

(2001) amongst others. Every investor possesses unique physiognomies due to a host of 

demographic, psychological, and personality factors. The proneness of an investor to a 

particular illusion is likely to be a function of these variables. 

Investors‟ personality plays a vital role in determining their behaviour and thus 

influences their decision (Sadi, Asl, Rostami, Gholipour, & Gholipour, 2011); (Charles & 

Kasilingam, 2014); (Zaidi & Tauni, 2012); (Durand, Newby, & Sanghani, 2008); (Durand, 

Newby, Peggs, & Siekierka, 2013a); (Durand, Newby, Tant, & Trepongkaruna, 2013b). 

Personality is the culmination of all the attributes, physiognomies, and idiosyncrasies that one 

possesses, encompassing all the traits which set apart the personality of each individual.  

Personality has a stronghold on economic practices and informs our values, decisions 

and thought process. It would be unfair to assume that finance is immune to it. This study 

focuses explicitly to adduce the impact of personality on investment decision making in 

finance and to disentangle the psychological dimension of this field in order to unravel the 

mystery behind some of the unexplained anomalies in the financial markets. The paper 

provides substantial evidence of impact of personality traits on the susceptibility of individual 

investors towards two of the most prevalent behavioural biases i.e., herding and 

overconfidence bias, in investment decisions making. 

Individuals make systematic errors while making decisions owing to too much 

reliance on recent experiences, overconfidence, and preference to perceive things differently. 

This preference may twist the decision outcome and thus severely impact investment decision 

making (Subrahmanyam, 2007). Individuals‟ predisposition to make certain decisions is a 

function of the type of person the individual is i.e., an individual‟s personality impacts the 

decisions s/he makes (Durand et al., 2008); (Durand et al., 2013a).An individual‟s cognitive 

abilities of information processing, analysis and alternative evaluation, are all influenced by 

his personality.   

Pennings and Garcia (2009) found that retail investors avoid making rational 

decisions, in general, and would instead base their decisions on behavioural factors viz. 

mental accounting, cognitive dissonance, anchoring, greed, fear, and heuristics.  

Chaudhary (2013), on observing the irrational financial decisions of investors, 

established that emotional and cognitive factors in form of loss aversion, overconfidence, 

anchoring, over and under reaction and herd behaviour, have a strong influence on investors' 

decision-making process. 

Similarly, Chaffai and Medhioub (2014) conducted a study in Tunisia which 

concluded that small investors base their decisions on behavioural biases and market 

efficiency. It emerges from the literature that individual and even institutional investors have 

incorporated heuristics or rule of thumb in the process of investment decision making (Rehan 

& Umer, 2017).  

The overconfidence effect has been defined by Gigerenzer, Hoffrage, and 

Kleinbolting (1991) as occurring "when the confidence judgments are larger than the relative 

frequencies of the correct answers". When people are not well calibrated, they tend to have 

too strong a belief in the precision of their decisions and become overconfident, i.e., they tend 

to believe that they know more than they actually do or that the accuracy of their decisions is 

higher than it actually is. Over-confidence has been referred to as a "cognitive conceit" by 
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Block and Harper (1991). Odean (1998) introduced the concept of overconfidence as 

investors‟ tendency to overestimate the precision of their knowledge about the value of a 

security.  

Seminal contributions of many researchers familiarized the concept of herding into 

financial literature to emphasize its impact on the overall mechanism of financial markets 

(Campenhout & Verhestraeten, 2010); see also (Bikhchandani, Hirshleifer, & Welch, 1992); 

(Scharfstein & Stein, 1990); (Shiller, 1987) and (Banerjee, 1992). Bikhchandani et al. (1992) 

defined herding as imitation behaviour resulting from individual factors and leading to 

market inefficiencies. Banerjee (1992) defined herding as “everyone doing what everyone 

else is doing, even when their private information suggests doing something quite different.”  

Studies that have explored these relationships, for both the biases, have been 

summarized below: 

 

Table 1. Literature Summary: Big Five and Overconfidence and Herding 

 

 Relation Positive Negative Insignificant 

 Traits Overconfidence Herding Overconfidence Herding 

O
p

en
n

es
s 

Kubilay and 

Bayrakdaroglu 

(2016); Sadi et al. 

(2011);  

Lin (2011); 

Jamshivinavid et al. 

(2012); 

Jency (2017) 

Jamshidinavid et 

al. (2012);  

Lin (2011); 

Bashir et al. 

(2013); 

Bayrakdoruglu, 

San, and Oztop 

(2015) 

Bashir et al. 

(2013) 

Zaidi and 

Tauni 

(2012) 

- 

C
o
n

sc
ie

n
ti

o
u

sn
es

s Jamshidinavid et al. 

(2012); Lin (2011); 

Jamshidinavid et al. 

(2012); Bashir et al. 

(2013); Thomas 

(2014); Jency 

(2017) 

- - 
Schaefer et 

al. (2004) 

Lin (2011); 

Jamshidina

vid et al. 

(2012) 

E
x
tr

o
v
er

si
o
n

 

Durand et al. 

(2012); Durand et 

al. (2013b);  

Lin (2011);  

Jamshidinavid et al. 

(2012); and 

Bayrakdaroglu 

(2016); Zaidi & 

Tauni (2012); 

Bashir et al. (2013);  

Pan and Statman 

(2013); Jency 

(2017) 

Lin (2011) 
Thomas 

(2014) 
- 

Jamshidina

vid et al. 

(2012) 
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A
g

re
ea

b
le

n
es

s Zaidi and Tauni 

(2012); Kubilay & 

Bayrakdaroglu 

(2016); 

Bashir et al. (2013), 

Jency (2017) 

Jamshidnavid et 

al. (2012); 

Bayrakdaroglu et 

al. (2015); 

Raheja & Dhiman 

(2017) 

Pan & 

Statman 

(2013) 

Shaefer et 

al. (2004);  

Lin 

(2011); 

Sadi et al. 

(2011) 

- 

N
eu

ro
ti

ci
sm

 

Campbell, Goodie 

and Foster (2004); 

Bashir et al. (2013); 

Thomas (2014) 

Durand et al. 

(2008); Lin 

(2011); 

Jamshidnavid et 

al. (2012);  

Bashir et al. 

(2013); 

Bayrakdaroglu et 

al. (2015) 

Zaidi and 

Tauni 

(2012) 

Shaefer et 

al. (2004), 

Lin 

(2011); 

Jency 

(2017) 

- 

Source: Author‟s own compilation 

 

For the purpose of assessing the personality type of the respondents, the Big Five 

personality inventory has been taken. Durand et al. (2008) reported that the “Big Five” 

personality inventory, the psychosomatic gender concepts of masculinity and femininity, 

preference for innovation and risk-taking tendency are related with the investment decisions. 

The most extensive framework of personality is the "Big Five," or the personality‟s five-

factor model owing to the fact that this theory of personality has been documented to apply 

across multiple countries and cultures across the world. It is one of the most valid and reliable 

measurement scales for these five factors (Schmitt, et al., 2007). This study used BFI 

recreated by John and Srivastava (1999). It includes 44 items and measures each dimension 

through its related aspects.  

The following list demonstrates the Big Five Factors as identified by and proposed by 

Goldberg (1992): 

 Extroversion 

 Agreeableness 

 Conscientiousness 

 Neuroticism 

 Openness to experience 

The study tries to test a theoretical model of personality‟s influence on the 

susceptibility of stock market investors to these two behavioural biases. Accordingly, the 

following hypothesis has been formed:  

 H01: Extroversion does not have a significant impact on susceptibility towards 

overconfidence bias among stock investors. 

 H02: Agreeableness does not have a significant impact on susceptibility towards 

overconfidence bias among stock investors 

 H03: Conscientiousness does not have a significant impact on susceptibility towards 

overconfidence bias among stock investors. 

 H04: Neuroticism does not have a significant impact on susceptibility towards 

overconfidence bias among stock investors. 

 H05: Openness does not have a significant impact on susceptibility towards 

overconfidence bias among stock investors. 

 H06: Extroversion does not have a significant impact on susceptibility towards 

herding bias among stock investors. 
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 H07: Agreeableness does not have a significant impact on susceptibility towards 

herding bias among stock investors. 

 H08: Conscientiousness does not have a significant impact on susceptibility towards 

herding bias among stock investors. 

 H09: Neuroticism does not have a significant impact on susceptibility towards herding 

bias among stock investors. 

 H010: Openness does not have a significant impact on susceptibility towards herding 

bias among stock investors. 

 

METHODOLOGY 

The study employs a quantitative, non-experimental, correlation, explanatory and cross-

sectional research design. For the primary data collection to gauge responses from investors, 

structured questionnaire has been prepared using available literature. 

To specify the population, only those investors who invest in stock markets have been 

included. Investors of mutual funds have been excluded from the population as most of the 

mutual funds' investors are engaged in indirect/passive investing. The respondents have been 

chosen from the Delhi-NCR region for the reason that it is one of the few states to have more 

than 5% of its population who invest in stock markets (BSE, CMIE and Mint Calculations, 

n.d.). 

The survey was administered online by sending emails and messages via Linked-in to 

investors and broker firms, as well as on a one-to-one basis by visiting a few broker firms. In 

total, 251 responses were received that were taken up for the analysis. 

For data instrumentation, the initial grounds were narrowed down from the extant 

literature on personality and behavioural biases and thus assimilated into the proposed 

personality-biases model. However, each item was meticulously observed in the light of the 

requirements of the study so as to avoid any unwarranted, ineffectual statement and 

complicated questions (Whitely, 2002). Consequently, few statements were rephrased and 

revised to suit the Indian context.  

For analysing the aforementioned relationships between the model‟s dependent and 

independent variables, Structural Equation Modelling (SEM) has been used in this study. 

 

RESULTS ANALYSIS 

The data was screened for missing values, unengaged responses, normality, and outliers using 

Mahalanobis distance (MD).Responses having both p1 and p2 values less than 0.05 were 

deleted. In total, 39 responses have been deleted on account of unengaged response and 

outliers reducing number of workable responses to 218. 

Table 2 presents the frequency distribution of the final 218 respondents in different 

groups considered after accounting for outliers across demographic and sophistication 

variables:  

 

Table 2. Demographic Profile of the Respondents 

 

Demographics 

Gender Education Occupation 
Personal Monthly 

Income 

Male Female 

Graduate 

and 

Below 

Post 

Graduate 

and 

Above 

 

Employed Profession Business Unemployed <25k 
25k-

50k 
>50k 
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87.2 12.8 48.6 41.4 47.7 13.8 19.7 18.8 25.7 25.2 49.1 

Investor Sophistication                                                                                                                                       

Trading Frequency Experience No. of Securities in Portfolio 

1 1-3 4-8 8+ <3 years 3-10 years 
>10 

years 
1-3 3-7 7 + 

11.9 45.9 15.6 26.6 54.1 27.1 18.8 25.2 37.6 37.2 

 

The internal consistency of the measurement instrument has been assessed using 

Cronbach‟s Alpha, Spearman Brown‟s Coefficient, and Guttman‟s Split Half Coefficient by 

testing all factors. The test results show a correlation value of 0.816, Spearman Brown‟s Split 

Half and Guttman Split Half coefficients show good reliability to the extent of 0.901 and 

0.890 respectively for Overconfidence and a correlation value of 0.707 for herding. Spearman 

Brown‟s Split Half and Guttman‟s Split Half coefficients show good reliability to the extent 

of 0.755 and 0.751 respectively for herding, good reliability to the extent of 0.748 and 0.705 

respectively for Agreeableness, reasonable reliability to the extent of 0.684 and 0.680 

respectively for Conscientiousness, reasonable reliability to the extent of 0.694 and 0.690 

respectively for Neuroticism, and poor reliability to the extent of 0.631 and 0.531 

respectively for Openness but have been considered given the overall Cronbach‟s Alpha 

score. 

 

Measurement Model 

Each latent construct to be included in the model is identified, and measure indicator/ 

manifest variables are assigned to individual latent constructs. The measurement model was 

run using the maximum likelihood estimation method as recommended by Hair et al. (2010). 

The Confirmatory Factor Analysis (CFA) results for the initial model reports 703 distinct 

sample moments with 87 distinct parameters identified to be estimated; 616 degrees of 

freedom and a Chi-square value of 2092.30 for the model. The output from the model reports 

that the minimum iteration is reached, thereby rendering confidence that the estimation 

process generated an acceptable solution, dismissing any concern about multicollinearity 

effects. 

The calculations of all the validity parameters have been carried out using the Master 

Validity Tool by Gaskin & Lim (2016). In order to check the validity of the model, the 

maximum likelihood factor loading estimates, their magnitude direction, and statistical 

significance are evaluated. The results confirmed that all loadings in the specified model are 

not significant. The items below the threshold were candidates for elimination. Average 

Variance Extracted measures for neuroticism and herding are less than 0.50, thereby 

indicating convergent validity issues. Composite Reliability (CR) value indicates that the 

overall reliability of items loaded on neuroticism and herding does not fall above the 

acceptable limit. The chi-square goodness of fit indicates that the observed covariance matrix 

does not match the estimated covariance matrix within sampling variances. RMSEA (Root 

Mean Squared Error of Approximation), which is an Absolute Fit Index (AFI), has a value of 

0.099 and hence unacceptable (Awang, 2012). The value of RMR (Root Mean square 

Residual) is 0.315 which is above the cut-off limit of 0.08 as recommended by Hu and 

Bentler (1999). Moving with the incremental fit index, the CFI (Comparative Fit Index) value 

of 0.559, falls below the CFI standard of 0.90 for a model of this complexity {(Hair et al., 

2010); see also Hu and Bentler (1999); Awang (2012)}. 

The model was corrected for fitness, convergent validity, and discriminate validity. 

The statements having factor loadings less than 0.05 were deleted initially to check if the 

model achieves fitness and validity thresholds. 
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After eliminating the statements on the basis of standardized loading estimates, AVE 

and CR and accommodating for Modification Indices (MIs), and carrying out many 

deliberations, the final measurement model was arrived at which was then analysed for 

fitness again as recommended by Byrne (1998); Kline (2005); and Hair et al. (2010). In our 

model, a correlation has been drawn between error terms of E3 and E6. 

 

 
Figure 1. Revised Measurement Model 

Note: Initial measurement model has not been presented in the study. 

 

The reliability of the corrected model improved to 0.909, 0.665, 0.858, 0.905, 0,876, 

0.678 and 0.796 for Overconfidence, Herding, Extroversion, Agreeableness, 

Conscientiousness, Neuroticism, and Openness respectively. 

The revised model CFA results report 595 distinct sample moments with 90 distinct 

parameters identified to be estimated; 505 degrees of freedom and a Chi-square value of 

882.066 for the model. In this model, the minimum iteration is attained, thereby providing an 

assurance that the estimation process yields an admissible solution, eliminating any concern 

about multicollinearity effects. The model is an over-identified one, thus, meeting our 

requirement for the model to be estimated. No problems would emerge with the rank 

condition as the study has at least three indicators for each construct.  

The fitness indices measures have improved tremendously and moved closer to the 

threshold limits. In our CFA model, CFI has a value of 0.928, which exceeds the CFI 

guidelines of greater than 0.90 for a model of this complexity and sample. The other 
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incremental indices also suggest a good model fit. Similarly, factor loadings of the corrected 

model met the threshold limits to meet the criterion for construct validity. 

The validity analysis on revised model reports that almost all the issues related to 

construct validity and discriminate validity have been accounted for. The CR values are not 

only greater than 0.70 but close to 0.90 indicating high reliability for all the variables, except 

for neuroticism. It lies between 0.60 – 0.70 (0.687) and hence, is acceptable if other 

indicators of the construct‟s validity are good (Hair et al., 2010). Similarly, the AVE measure 

should be greater than 0.50, and in this model, the value is less than 0.50 i.e., 0.445 for 

Neuroticism and 0.451 for Herding but it is too close to 0.50 and thus can be taken up for 

further analysis.  

Based on these results, structural model has been specified in Figure 2. 

 
Figure 2. Structural Model 

 

To avoid complexity, the present study has used data imputation to simplify the 

model and our analysis thereof. The fit indices indicate that the hypothesized structural model 

provided the good fit to the data. The likelihood ratio chi-square, χ2 = 882.286; DOF = 5006; 

p = .000); other fit measures show that the model adequately fit the observed data. The 

incremental fit measure, i.e., CFI is 0.928, and absolute fit measures, i.e., RMR and RMSEA 

are 0.068 and 0.059 respectively which are above the minimum requirement showing 
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adequate fit, thus, indicating a good fit of the model. In addition to these indices, the χ2/ DOF 

= 1.744 was within the threshold level (i.e., 1.0 < χ2/ DOF < 3.0) supporting these findings.  

The model is then run for regression for analysing the impact of individual personality traits 

on overconfidence and herding. Table3 presents the results of the regression analysis: 

 

Table 3. Regression Analysis: Model Summary and ANOVA Results 

 

Model R R Square 
Adjusted R 

Square 

Std. Error 

of the 

Estimate 

F Statistics P Value 

1 0.875 0.766 0.761 0.4218 139.114 0.00 

2 0.831 0.69 0.683 0.41293 94.457 0.00 

Model 1: Predictors: (Constant), Extroversion, Agreeableness, Conscientiousness, Neuroticism, 

Openness   Dependent Variable: Overconfidence 

Model 2: Predictors: (Constant), Extroversion, Agreeableness, Conscientiousness, Neuroticism, 

Openness   

Dependent Variable: Herding 

 

For the first set of regression, the value of R comes out to be 0.875, and the value of R 

Square is 0.766 implying that the personality traits explain 76.6% of the variance of the 

Overconfidence bias. The value of F-Ratio is 139.114, indicating that the model is significant 

in predicting the outcome since p < 0.05. For the second set of regression, the value of R is 

0.831, and the value of R Square is 0.690 implying that the personality traits explain 69.0% 

of the variance of the herding bias. The adjusted R Square is 0.683. The value of F-Ratio is 

94.457, thus, indicating that the model is significant in predicting the outcome since p < 0.05. 

 

Table 4. Regression Analysis: Coefficients 

 

Overconfidence and Personality Factors Herding and Personality Factors 

  
Unstandardized 

Coefficients 

Standardized 

Coefficients 
T 

P 

Value 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
T 

P 

Value 
  B 

Std. 

Error 
Beta B 

Std. 

Error 
Beta 

(Constant) 0.575 0.155   3.697 0.00 0.002 0.152   0.016 0.99 

Extroversion -2.67 0.185 -2.448 -14.38 0.00 -2.1 0.181 -2.267 -11.57 0.00 

Agreeableness -3.13 0.232 -3.117 -13.47 0.00 -2.3 0.227 -2.699 -10.13 0.00 

Conscientiousness 9.531 0.624 9.852 15.282 0.00 9.619 0.611 11.698 15.756 0.00 

Neuroticism -0.08 0.055 -0.069 -1.375 0.17 0.945 0.054 1.004 17.435 0.00 

Openness -4.01 0.399 -3.824 -10.05 0.00 -6.49 0.39 -7.289 -16.63 0.00 

 

The results of the regression analysis give us the value of the beta coefficient for all 

the independent variables. As depicted from the Table 4, the p-value for all the independent 

variables except for Neuroticism is statistically significant for both the biases. Since p < 0.05 

in all cases except for neuroticism, we do not reject the null hypothesis, i.e., personality 

factors except for neuroticism significantly impact the susceptibility of stock investors 

towards overconfidence bias. Similarly, we can conclude that all the personality factors 

significantly impact the susceptibility of stock investors towards herding bias. 
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DISCUSSION 

Behavioural finance has emerged tremendously in the contemporary times and so have its 

implications in the stock markets. What causes the market fluctuations are not just the events 

but how the investors react to such events. These reactions are the offspring of the prevalence 

of behavioural biases among investors and tend to have prolonged consequences. 

Highlighting the importance of incorporating personality in investment decision-

making, this study has clear and far-reaching implications. As revealed by the results, 

personality is one of the crucial factors significantly impacting behavioural biases and thus, 

the investment decision-making process. Investors with low openness, high conscientiousness 

and low extroversion are more likely to be susceptible to overconfidence bias and as such 

overconfidence can be detected in such investors. Investors with low openness, high 

conscientiousness, low extroversion, low agreeableness, and high neuroticism are more likely 

to be susceptible to herding bias and as such herding tendencies can be detected in such 

investors. 

Extroverts investors enjoy being with people, participate in social gatherings, and are 

active and very friendly. Extroversion should not be often confused with openness which 

implies open-minded and authority challenging attitude. Extroverts tend to communicate 

more with others, and in the process, they exchange ideas and gather more information, 

becoming more informative. This tendency then influences their decision-making process, 

making them less overconfident and thus, extroversion negatively impacts susceptibility 

towards overconfidence bias amongst investors.  

Regarding the herding behaviour, the possible reasons underlying the negative 

relationship with extroversion could be attributed to the nature of extrovert investors which 

are likely to help investors to avoid herding bias. Such individuals are assertive, energetic, 

optimistic, talkative, and outgoing. Interaction and confidence are other attributes of such 

individuals. They interact with people but at the same time are confident of their stance. They 

might consider opinions of others but not necessarily follow others blindly and hence do not 

base their investment decisions entirely on others‟ advice.  

Agreeable individuals are more empathetic and altruistic. In Psychology, 

agreeableness measures one's tendency to be kind, empathetic, trusting, cooperative, modest 

and sympathetic. One of the essential characteristics of such investors is avoiding anger and 

aggression, and hence their decisions are most likely well thought of. This is so because of 

their cooperative nature. Agreeableness, thus, tend to negatively impact susceptibility 

towards overconfidence bias amongst investors. Our results are in sync with Pan and Statman 

(2013) and Bashir et al. (2013), whose results proved that overconfidence is relatively low 

among those with high levels of agreeableness. Investors with this trait are highly receptive 

of the information from others and in the process form a better informed and more rational 

decision based on the available information. Listening is one of the most crucial skills to be 

informative and intelligent.  Thus, people with high agreeableness factor are less susceptible 

to herding bias.  

Individuals high on conscientiousness show an awareness of the impact that their own 

behaviour has on those around them. These individuals tend to be oriented towards their 

motives, driven in their efforts at work and feel relaxed and content when they are thoroughly 

prepared and organized. Investors with such trait believe that their own performance is better 

than other investors. With this attribute, investors are more confident and thus would be 

prone to overconfidence bias.   

Conscientiousness is a relatively stable trait that captures an investor‟s tendencies 

toward order, thoroughness, achievement, and planning. Conscientious people tend to be 

productive and organized as opposed to easy-going and chaotic. They dedicate their efforts to 

invest in their financial future. They prefer structure while investment decision making. Such 
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individuals, in a bid to follow the order and their set plans, tend to compromise on 

spontaneity and become less flexible. Once they have formed a viewpoint that the market is 

moving in a particular direction, seldom do they change their decisions. They tend to 

generally follow the herd. Conscientiousness, thus, positively impacts susceptibility towards 

herding bias amongst investors. 

Neuroticism is generally associated positively with risk aversion due to their timid 

and nervous nature. When neurotic investors anticipate a negative outlook for their 

investments, they can experience stress and anxiety. This can be ascribed to the fact that 

neurotics are poor in responding to financial and investment stressors. They lack coping 

strategies or psychosocial support. In scenarios of stress, anxiety and uncertainty, they seek 

advice from their friends, relatives, reports from financial planners and thus, have tendencies 

to follow the herd.  

Individuals who are open- minded, intellectual and ready to experience new things are 

less likely to be prone to overconfidence. Such individuals seek new information on a 

continual basis, and in this process, they become more aware of the different possible 

outcomes of their decisions, make the judicious use of all the available information and thus, 

are less likely to follow the herd. Also, this trait is accompanied by creativity, imagination, 

and intellect. These investors are sure to make their own well-informed decisions based on 

the available information. 

The knowledge about personality traits of their prospective clients may help financial 

advisors build customized and modified investing plans for the clients. They can take the 

personality diagnostic tests of their clients and then build upon their respective profile and 

accordingly suggest strategies to the investors to contain these biases and prevent them from 

making investment mistakes. This approach would help financial advisors to grasp the 

psychology of their clients proficiently and devise personality adjusted portfolios that suit 

their clients‟ psychology and predispositions and thus, help them build better relationships. 
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