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Abstract: This study investigates the role of risk behaviour in mediating the association between person-
ality traits and investment intention and moderating role of financial literacy between the association of risk
behaviour and investment intention within a sample of 284 students with finance background. Regression
analyses was executed in a series to test the impact of independent variables on dependent variables. Along
this, separate models for the mediator and for the moderator were appraised to get more vibrant results. Re-
sults suggest that individuals who are active, sympathy toward others, determined, well-organized are more
willing toward Investment. Further results revealed that risk behaviour partially mediates the relationship of
Personality traits with STII . However, in case of Long run Risk behaviour partially mediates the relationship
of “Extraversion”, “Agreeableness” , “Openness to Experience”, and “Conscientious” with LTII and fully
mediate the relationship of “Neuroticism” and LTII. Beside this, Study revealed that financial literacy has
significant impact on STII and LTII. However , financial literacy does not moderate the association of risk
behaviour and investment intention. The study could have implications for financial managers, Financial
institutions, and governments to comprehend the role of financial literacy and risk behaviour while advising
individuals to make investment.
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Introduction

Traditional financial paradigm grounded on the postulation that investors are rational,
when they face ambiguity and uncertainty in decision making, used cognitive biases to
makes decisions (Nga & Ken Yien, 2013). However, the Arguments of rationality by tra-
ditional financial paradigm is opposed by a new paradigm named behavioural finance
which divulged personal and situational factors influence the investors investment deci-
sion. Study revealed, these factors influence individual’s perception of financial risk, ulti-
mately their perception of risk discloses their behaviour for investment (Mayfield, Perdue,
& Wooten, 2008). Risk tolerance is a vital factor of financial decision, saving and invest-
ment choices. Financial managers generally rely on the measurement of individuals risk
behaviour to predict their behaviour in financial markets (Grable & Lytton, 2003). It is
important to correctly assess the individuals risk behaviour and allocate portfolio accord-
ingly that a customer can handle. Despite the significance of risk behaviour, decisions can
be driven by behavioural and psychological factor (Kourtidis, Šević, & Chatzoglou, 2011).
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In response, researchers disclosed various behaviour driven factors such as demographic
features Barber and Odean (2001); Olsen and Cox (2001); Bali, Demirtas, Levy, and Wolf
(2009); Özmen and Sümer (2011); Hallahan, Faff, and McKenzie (2003) psychological fac-
tors Bailey and Kinerson (2005); Shleifer (2000); Dolan, Elliott, Metcalfe, and Vlaev (2012);
Chang (2008). Personality R. B. Durand, Newby, and Sanghani (2008), and financial lit-
eracy Van Rooij, Lusardi, and Alessie (2012). These factors not only drive the individu-
als decision but also their risk behaviour. Theory of planned behaviour (TPB) discussed
various background factors (Personality, socioeconomic status, sex, age, ethnicity, educa-
tion, past experiences) which can potentially influence the behavioural beliefs that peo-
ple hold resulting influence attitude toward behaviour and intention (Ajzen, 1985, 1991,
2002). However, the theory of Planned behaviour has not been used to understand indi-
vidual investment intention which is based above mention factors. Thus, to gain further
insight into the underlying reasons for understanding the individual investment intention
,present study examine the important background factor that is individual’s personality
and financial literacy. Personality signifies “the way an individual interacts, reacts and
behaves with others and is often exhibited through measurable traits” (Crysel, Crosier,
& Webster, 2013). Financial literacy is considered with the view that, does this financial
literacy has an influence on investment intention. Consequently, the present study aims is
to explore the role of risk behaviour between the association of personality traits and in-
vestment intention and does by providing financial literacy the individuals risk behaviour
and investment intention can drive. Rispens (2013) argues that ”financial literacy has real
potential to change migrant behaviors”. Financial literacy has become the phenomenon of
interest for policy makers and academicians because of its relevance to financial decisions
(Aren & Aydemir, 2014). This study will helps investment advisor and policy makers to
attract individuals to involve in investment activities according to their personality traits
and risk behaviour and by providing financial literacy.

Literature Review

Personality Traits

Personality is well-defined as “the way an individual interacts, reacts and behaves with
others and is often exhibited through measurable traits” (Crysel et al., 2013). Different
studies have proposed different personality traits however, “Big five factor model” is
the most commonly used classification developed by Allport and Odbert (1936). This
model comprising Openness to Experience, extraversion, conscientiousness Neuroticism
and agreeableness. Personality traits comprised cognitive, motivational, and emotional
characteristics which inclined individuals several decisions (Dolan et al., 2012). Such as
Financial decisions (Crysel et al., 2013). Investors’ “personalities are associated with their
investment choices and outcomes” (R. B. Durand et al., 2008).
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Personality Traits and Investment Intention

Extraversion and Investment Intention

An Extraversion is “active, optimistic, excitement seeking and tend to socialize in large
crowd” (Leary, Reilly, & Brown, 2009; McCrae & Costa J, 1997). Pan and Statman (2013)
revealed “extraversion deliberate only positive information, which influences their as-
sessment of the probability of success and instigated overconfidence in financial decision
making”. Mayfield et al. (2008) directed a study among business school undergraduates
and revealed that extraversion trade frequently and tend to invest their more money in
stock market. Furthermore, he finds negative association between extraversion and risk
aversion. Another study who examine the association between personality traits and fi-
nancial decision making of household, finds that ”extroversion is associated with unse-
cured debts and financial assets” (Brown & Taylor, 2014). R. B. Durand et al. (2008) in his
study divulged that ”individuals with higher degrees of extraversion appear to take more
risk to achieve higher returns”. Therefore, we hypothesize:

H1(a): Extraversion has positive impact on investment intention.

Neuroticism and Investment Intention

Neurotic individuals are “Pessimistic, depressed, anxious and exhibit more fear of uncer-
tainty and ambiguity” (Williams, 1992; McCrae & Costa J, 1997; Migliore, 2011). Anxious
subjects are risk averse in general and favour less risky portfolios (Gambetti & Giusberti,
2012). Niszczota (2014) revealed that neurotic subjects evade uncertainty and tends to
avoid the foreign equities and foreign debt securities. Neurotic individuals have lack of
analytical ability, critical thinking, cognitive skills, and conceptual understanding. These
deficiencies incline Neurotic individuals toward afraid of failure and feeling of anxious
during risky decision making (McCrae & Costa J, 1997; Young, Gudjonsson, Carter, Terry,
& Morris, 2012). Pak and Mahmood (2015) revealed that Neuroticism has negative associ-
ation with risky behaviour. Neurotic individuals undervalue the gain during favourable
situation of market and overestimate the risk during unfavourable situation of market.
Another study revealed “risk-taking behaviour is related to neurological impairments,
those with low neuroticism feel greater anxiety when making risky decisions” (Vigil-
Colet, 2007). Therefore, we hypothesize:

H1(b): Neuroticism has negative impact on investment intention.

Agreeableness and Investment Intention

Agreeableness trait indicate “altruism, personal warmth, sympathy toward others, help-
fulness, and cooperation” (Mayfield et al., 2008). Agreeable individuals avoid conflicts
with others. They positively consider the information provided by others without any
critical assessment (Costa & McCrae, 1992). The trading behaviour of agreeable investors
also disclosed that “they follow herd behavior in the market and trade stocks intensively”
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(Cloninger, Przybeck, Svrakic, & Wetzel, 1994). Pak and Mahmood (2015) revealed that
agreeableness has negative association with risky behaviour. Agreeable individuals rely
on the financial analyst’s judgement and feel hard to make personal financial decision.
Therefore, we hypothesize:

H1(c): Agreeableness has positive impact on investment intention.

Openness to Experience and Investment Intention

Individuals with this attribute are creative, resourceful, and broadminded (Martins, 2002).
These individuals have charisma toward aesthetics, novelty, and new thoughts (Gunkel,
Schlaegel, Langella, & Peluchette, 2010). Openness “exert a positive influence on long-
term investments in business school US undergraduates” (Mayfield et al., 2008). Nandan
and Saurabh (2016) described that individuals having Openness to Experience trait tend
to take higher risk than his counterparts. Nga and Ken Yien (2013) concluded that “Open-
ness in individuals promotes greater willingness to embrace unconventional rules of thumb
prescribed in financial decision making”. These individuals have positive association
with risk tolerance and willing to invest in stock. Therefore, we hypothesize:

H1(d): Openness has positive impact on investment intention.

Conscientious and Investment Intention

Conscientious individuals are “determined, well-organized, reliable, persistent, and punc-
tual and take higher risks less impulsively” (Mayfield et al., 2008). Conscientious individ-
uals actively involved in decision making (Gunkel et al., 2010). Conscientiousness indi-
viduals have positive association with trading behaviour (R. B. Durand, Newby, Peggs,
& Siekierka, 2013) and trading more to get desire results. Conscientious investors do
not rely on delusions and prudently make their investment decisions. This ability makes
them more particular about the choice of investment and risk tolerance (Sadi, Asl, Ros-
tami, Gholipour, & Gholipour, 2011). Pak and Mahmood (2015) finds negative association
between Conscientious and financial risk tolerance. Therefore, we hypothesize:

H1(e) : Conscientious has positive impact on investment intention.

Personality Traits and Risk Behaviour

Individuals risk behaviour determine their investment style (Fellner & Maciejovsky, 2007)
However, numerous factors influence individual’s risk behaviour such as financial knowl-
edge (Young et al., 2012) past experiences (Hunter & Kemp, 2004) emotions (Grable &
Lytton, 2003) market volatility (Diacon, 2004) Love for money (Tang, 2007). Personal
traits (Corter & Chen, 2006). Among personality traits, Big five ((Extraversion, Neuroti-
cism, Agreeableness, Openness to Experience, Conscientious) personality traits model is
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most commonly used, present study also used this model in relations in investment inten-
tion. Personality traits impact individuals spending ,investment management and risk be-
haviour (Mayfield et al., 2008; Krishnan & Beena, 2009). Study disclosed that “Extroverted
people are more prone to be guided by external tangible stimulators and, consequently,
take risks more impulsively than introverts” (Sadi et al., 2011). Mayfield et al. (2008) also
divulged similar results for the relationship of extroverted people and investment inten-
tion, beside this, he further disclosed that Conscientious individuals take higher risks less
impulsively, while individuals with openness to experience trait are higher risk taker. An-
other study shows that Neurotic individuals feel anxiety and scared of failure so, they also
feel anxiety during risky decision making (Young et al., 2012). Therefore, we hypothesize:

H2: Personality traits have an impact on risk behaviour.

Risk Behaviour and Investment Intention

According to risk homeostasis theory, “people have a certain target level of risk, and to
reach this level they engage in activities that have the highest net balance of benefits over
losses” (Burns & Wilde, 1995). Risk is considered as an important factor regarding in-
vestment behaviour (Kiev, 2003). Keller and Siegrist (2006) revealed that “financial risk
tolerance, income level and investment account have significant impact of investment
intention”. Wanyana (2011) categories investors risk tolerance attitude into three subcat-
egories i.e. “low-risk”, “medium-risk” and “high-risk”. Investors bearing low risk invest
in saving account and prefer holding of cash and bonds (Grable & Lytton, 2003), where
high risk taker prefer stock and derivatives trading (Wood & Zaichkowsky, 2004). Risk
aversion, the opposite of risk tolerance was understood as tendency or an attitude to
avoid risk (Douglas & Wildavsky, 1982). Study disclosed that negative relationship is ex-
ist between Risk aversion and investment intention (Lim, Soutar, & Lee, 2013). Therefore,
we hypothesize:

H3: Risk behaviour has an impact on investment intention.

The Mediating Role of Risk Behaviour

Behavioural intention involves subject’s readiness to involve in investment. This inten-
tion is associated with risk behaviour and personal financial capabilities (Fishbein, Jac-
card, Davidson, Ajzen, & Loken, 1980). Risk behaviour disclosed individual’s estimation
of risk. Negative behaviour instigated overestimation of risk which led to lose the money-
making investment opportunities (Lo, Wang, & Fang, 2005). Investors having positive be-
haviour tend to buy stock i.e. Ranked as high-risky investment (Keller & Siegrist, 2006).
Individuals having low risk tolerance behaviour hold cash and bonds (Grable & Lytton,
2003). Nandan and Saurabh (2016) directed a study and disclosed that “Risk behaviour
acts as mediator between personality traits and short-term investment intentions as well
as long term investment intentions of individual”. Nandan and Saurabh (2016) further
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divulged that “risk behaviour mediated the relationship between neuroticism and short-
term investment intention, extraversion and short-term investment intention and Open-
ness to experience and short-term investment intentions. However, Risk behaviour was
not found to acts as mediator between personality traits and long-term investment in-
tention”. Pak and Mahmood (2015) divulged that individuals personality traits influence
their risk tolerance behaviour which in turn influence investment decision making. Based
on the above discussion we hypothesized:

H4: Risk behaviour mediate the relationship between Personality traits and investment inten-
tion.

The Moderating Role of Financial Literacy

Financial Literacy is the “the ability to make informed judgments and take effective deci-
sions regarding the use and management of money” (Noctor, Stoney, & Stradling, 1992).
Financial literacy has become the phenomenon of interest for policy makers and academi-
cians because of its relevance to financial decisions (Aren & Aydemir, 2014). Financial lit-
eracy is important to rational investment decision and long-term financial stability. Lack
of financial literacy caused individual to stay away from investment (Jureviciene & Jer-
makova, 2012). Study divulged that financial literacy enable investors to manager their in-
vestment and get maximum return from investment (Lusardi & Mitchell, 2008). (Rispens,
2013) argues that’ financial literacy has real potential to change migrant behaviors” Ade-
quate financial literacy is necessary to made rational decisions ((Mandell & Klein, 2009).
Financial literacy is directly associated with financial decisions (Hilgert, Hogarth, & Bev-
erly, 2003). Study disclosed that increase in the level of financial literacy upsurge the
possibility of someone’s participation in the stock market (Lusardi & Mitchell, 2008). In-
dividuals having less information about the financial instruments have less willingness
to participate in financial markets (Bönte & Filipiak, 2012). Beside its significance to fi-
nancial behaviour, financial literacy is also relevant to risk behaviour. Risk behaviour and
financial literacy are key determinant of investment decision (Kabra, Mishra, & Dash,
2010). Study finds that individuals with lower level of financial literacy and financial ex-
perts had different perceptions about financial risk. Financial experts prefer risky areas of
investment as compare to less financially literate people (Diacon, 2004). Study revealed
that individuals with less information of financial instruments ,less likely to participate
in financial market (Bönte & Filipiak, 2012). Weber and Milliman (1997) revealed that in-
dividual with more financial awareness, less perceive the financial risk and have higher
intention toward investment. Study also revealed that individual perception of risk deter-
mined their decision of holding assets. Similiar results are also disclosed by another study
revealed individual with financial knowledge and expertise has low risk perception and
higher level of trading intention (Wanyana, 2011). Therefore, we hypothesize:

H5: Financial Literacy moderate the relationship between risk behaviour and investment in-
tention.
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Figure 1
Theoretical Framework

Based on the objective of the present study, Figure one signifies the theoretical frame-
work of the study. The extended theoretical framework is based on the reviewed liter-
ature. In present study individual’s personality traits are used as independent variable
and their investment intention is used as dependent variable. Every personality trait has
a financial risk behaviour which may impact the individuals investment intention, hence
risk behaviour is recognised as mediating variable (Nandan & Saurabh, 2016). Beside
this individuals with more financial awareness, less perceive the financial risk and have
higher intention toward investment (Weber & Milliman, 1997). Therefore, Financial liter-
acy is identified as the moderating variable among the relationship of risk behaviour and
investment intention. Individuals investment intention is further categories into short
term and long-term investment intention as sorts by Mayfield et al. (2008).

Research Methodology

Data and Sample

Current study included business undergraduate and graduate students from selected uni-
versities as sample. These participants have finalised courses in Finance, accounting and
investment analysis and portfolio management. Numerous similar studies also select the
group of students (studying business education) to direct the study (R. Durand, Newby,
Tant, & Trepongkaruna, 2013; Nga & Ken Yien, 2013; Mayfield et al., 2008). This groups of
individuals can well answer the questions regarding investment decision making because
of their anticipated level of financial knowledge (Salehi & Mohammadi, 2017).
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Concepts and Measurements

Independent Variable

Present study used “Big five personality traits” (“neuroticism, extroversion conscientious-
ness agreeableness and openness to experience”) as independent variables. To measure
personality traits a total of 23 items were chosen from preceding study conducted by
Mayfield et al. (2008). Among these 23 items, “5 were used to measure Neuroticism, 4
were used to measure Extraversion, 5 were used to measure Openness to experience, 4
were used to measure Agreeableness and 5 were used to measure Conscientiousness”.
“These items were measured using a five-point Likert scale”.

Dependent Variable

Investment intention of individuals is used as dependent variable. Items were selected
from the study directed by Mayfield et al. (2008). Five questions were used to quantity
“short term investment intention” in respondents and five were used to quantity “long
term investment intention” in respondents. The responses of individuals were measured
using a “5-point rating scale” ranging from “strongly disagree to Strongly agree with each
of given statements”.

Investment intention of individuals is used as dependent variable. Items were selected
from the study directed by Mayfield et al. (2008). Five questions were used to quantity
“short term investment intention” in respondents and five were used to quantity “long
term investment intention” in respondents. The responses of individuals were measured
using a “5-point rating scale” ranging from “strongly disagree to Strongly agree with each
of given statements”.

Moderating Variable

Financial literacy is used as moderating variable in current study. To measure financial
literacy study used questionnaire developed by Van Rooij et al. (2012). This questionnaire
measure financial literacy in two dimensions, i.e. “basic financial literacy, and advance fi-
nancial literacy”. Questionnaire used five question for basic financial literacy and eleven
advanced literacy questions. “Basic financial literacy” measures individual’s awareness
about “numeracy, compounding interest, inflation, time value of money and money il-
lusion”. While Advance financial literacy measures individual’s awareness about “stock
market operations, Bond, Stock, and the relationship between bond prices and interest
rates”(Van Rooij et al., 2012). Present study only measures the one dimension of individ-
uals i.e. basic financial literacy level. Each question has “only one correct answer. By
assigning one point to each correct answer study calculate an index” (Van Rooij et al.,
2012).
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Mediating variable

Risk behaviour is used as mediating variable in current study. For measuring “Risk be-
haviour” study utilize 4 items used by Mayfield et al. (2008). These items were measured
using a “five-point Likert scale” as 1= “Strongly Disagree,” 2 = “Disagree,” 3 =“Neutral,”
4 =“Agree” and 5=“Strongly Agree.” A high score specifies individual tendency to avoid
the financial risk (Negative Behaviour) associates with an investment, otherwise positive
risk behaviour.

Data Analysis and Results

Present study executed Reliability analysis and Common Method Bias (CMB) analysis to
check the reliability and unbiasness of the data. After this, a series of regression analyses
was executed to test impact of independent variable on dependent variable. Study also
conducted separate models for the mediator and for the moderator to get more vibrant re-
sults. To end this, study applies (Baron & Kenny, 1986)’s method to observe the mediating
role of the “Risk behaviour” on the association between personality traits and investment
intention, and used moderated multiple regression to observe the moderating role of fi-
nancial literacy between the association of risk behaviour and investment intention. To
end this, study used SPSS -20 version software as data analysis tool.

Descriptive Statistics

Table 1
Basic financial literacy

“%age of correct and incorrect answers” (N= 284)

Numeracy Interest Inflation Time value Money
compounding of money illusion

Correct 88.70% 52.80% 56% 44% 53.50%
Incorrect/ Do not know 11.30% 47.20% 44% 56% 46.50%

Total 100%

The portion of correct answer in each case (“numeracy, interest compounding, inflation
and money illusion”) shows that more than 50% students give the write answer which
revealed that students have enough basic financial literacy . However, in case of time
value of money more than 50% students were unable to correctly answer the question.

Reliability

Initially, reliability checking of instrument was done. Studies shown that instrument
must produce the reliability coefficient ranging from 0.5 to 0.8 to show the consistency
(Pedhazur, 1982). Present instrument shown the “Cronbach’s coefficient alpha” greater
than .50 which shown the reliability of the instrument.
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Table 2
Reliability value of the scale

Scale No. of items Cronbach’s alpha ( α)

Financial Literacy 5 0.583
Risk behaviour 4 0.807
Extraversion 4 0.678
Neuroticism 5 0.773
Agreeableness 4 0.562
Openness to Experience 5 0.603
Conscientious 5 0.563
“Short Term investment intention” 5 0.666
“Long Term investment intention” 5 0.679

Common Method Bias (CMB)

Common method bias is a “measurement error which may arise when data is collected
from the single source”. This bias “threatens the validity of a conclusion drawn upon
statistical results” (Podsakoff, MacKenzie, & Podsakoff, 2012). Present study also col-
lected the data from same respondents through a questionnaire so, there is a change
of CMB.Study executed “Harmon’s One Factor test” using SPSS to check CMB. Result
shown 33.976% variance (less than 50%) is explained by a single factor which concluded
CMB is not a concern in current study.

Correlation Analysis

To determine the relationship among all study variables. We conducted the Correlation
through SPSS and reported results in Table 3. The results show that there is a significant
positive association between Extraversion and STII (β = .547**) as well as LTII (β = .540**).
A significant negative association is exist between Neuroticism and STII (β = -.214**) as
well as LTII (β = -.130*). Other personality traits shown significant positive relationship
with STII and LTII such as “Agreeableness” (β = .526** , .456**), Openness to Experience (β
= .457**, .443**), Conscientious (β = .576** , .562**). Personality traits other than Neuroti-
cism shown significant negative relationship with STII and LTII and Neuroticism shows
positive relationship. Financial Literacy shows significant positive relationship with STII
and LTII (β = .485**, .519**).

Table 3
Correlation Analysis

EXTR NEUR AGRE OPEN CONS FL Risk STII LTII

EXTR 1
NEUR -.245** 1
AGRE .550** -0.085 1
OPEN .585** -0.036 .561** 1
CONS .514** -0.043 .506** .601** 1
FL .500** -.230** .429** .373** .357** 1
Risk -.525** .187** -.467** -.469** -.510** -.496** 1
STII .547** -.214** .526** .457** .576** .485** -.663** 1
LTII .540** -.130* .456** .443** .562** .519** -.622** .578** 1
Notes : “**Correlation is significant at the 0.01 level (2-tailed);
*correlation is significant at the 0.05 level (2-tailed)”
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Where, “EXTR = Extraversion , NEUR = Neuroticism, AGRE = Agreeableness, OPEN=
Openness to Experience, CONS = Conscientious , FL= Financial Literacy ,STII= Short term
investment intention , LTII= Long term investment intention”.

Regression Analysis

Present study conducted regression analysis using the OLS method to check the Hypothe-
sis:1. Result shown the overall significance of the model for Hypothesis:1 with F-statistics
= 51.449 and R2 56.6% for STII and with F-statistics = 43.33** and R2 = 52.4% for LTII).
The result of initial regression (Table 4) revealed that the individuals with personality
traits “Extraversion” , “Agreeableness” and “Conscientious” has positive impact on STII.
These results suggest that individuals who are active, sympathy toward others, deter-
mined, well-organized are more willing toward STII. The result of second regression (Ta-
ble 5 ) suggest that individuals with personality traits “Extraversion” and Conscientious
has significant positive impact on LTII. These outcomes propose that individuals who
are active, determined, and well-organized are more willing toward LTII. The result of
second regression also revealed that “Financial literacy has significant impact on LTII.
These results suggest that by giving financial literacy to individua’s we can induce them
toward LTII.Risk behaviour (Negative) shown significant negative relationship with STII
and LTII.

Table 4
Regression results using the OLS method

Independent variables β SE t-statistics p-value

(Constant) 2.768 0.356 7.775 0.000
Extraversion 0.101 0.056 1.806 0.072
Neuroticism -0.065 0.037 -1.779 0.076
Agreeableness 0.156 0.055 2.849 0.005
Openness -0.054 0.058 -0.934 0.351
Conscientious 0.269 0.058 4.657 0.000
Financial Literacy 0.351 0.178 1.977 0.049
Risk Behaviour -0.324 0.045 -7.140 0.000
R2 56.6%, F-statistics 51.449**
Dependent Variable (Short Term investment intention)

Table 5
Regression results using the OLS method

Independent variables β SE t-statistics p-value

(Constant) 2.482 0.375 6.615 0.000
Extraversion 0.151 0.059 2.557 0.011
Neuroticism 0.022 0.039 0.577 0.565
Agreeableness 0.034 0.058 0.599 0.550
Openness -0.047 0.061 -0.776 0.439
Conscientious 0.280 0.061 4.611 0.000
Financial Literacy 0.722 0.187 3.855 0.000
Risk Behaviour -0.281 0.048 -5.877 0.000
R2 52.4%, F-statistics 43.33**
Dependent Variable (Long Term investment intention)
Notes: * Significant at 1% level (two-tailed); ** significant at 5% level
(two-tailed); *** significant at 10% level (two-tailed)
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Mediation Analysis

Present study applies Baron and Kenny (1986) method to examine the mediating role of
the “Risk behaviour” on the relationship between Personality traits and investment in-
tention. Table 6 shows that the direct impact (c’) of all personality traits on “STII” after
controlling for risk behaviour was weaker than the total effect (c) but was still signifi-
cant, which revealed that risk behaviour partially mediates the relationship of “Extraver-
sion”, “Neuroticism”, “Agreeableness”, “Openness to Experience”, and Conscientious
with STII. However, in case of Long run (Table 7) Risk behaviour partially mediates the
relationship of “Extraversion”, “Agreeableness”, “Openness to Experience”, and “Con-
scientious” with LTII and fully mediate the relationship of “Neuroticism” and LTII.

Figure 2
Mediation Analysis

Table 6
Mediation Analysis

Predictors c a b c

β t β t β t β t
Extraversion .547*** 10.96 -.525*** -10.36 -.519*** -10.39 .274*** 5.498
Neuroticism -.214*** -3.67 .187*** 3.191 -.645*** -14.29 -.093** -2.061
Agreeableness .526*** 10.399 -.467*** -8.866 -.533*** -11.16 .278*** 5.816
Openness to Experience .457*** 8.618 -.469*** -8.925 -.575*** -11.65 .187*** 3.783
Conscientious .576*** 11.83 -.510*** -9.961 -.498*** -10.32 .322*** 6.670
Dependent Variable (Short Term investment intention)

Table 7
Mediation Analysis

Predictors c a b c

β t β t β t β t
Extraversion .540*** 8.862 -.525*** -10.36 -.468*** -9.000 .295*** 5.666
Neuroticism -.130*** -2.204 .187*** 3.191 -0.62 -13.04 -0.014 -0.304
Agreeableness .456*** 8.613 -.467*** -8.866 -0.523 -10.21 .212*** 4.135
Openness to Experience .443*** 8.289 -.469*** -8.925 -0.532 -10.30 .193*** 3.740
Conscientious .562*** 11.40 -.510*** -9.961 -.454*** -8.975 .330*** 6.529
Dependent Variable (Long Term investment intention)
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Moderation Analysis

To find the moderating effect of financial literacy on the relationship between risk be-
haviour and investment intention we used moderated multiple regression. We entered
the independent variable and moderating variable in the first step. and product term of
the independent and moderator variables in second step. Results in table 8 and 9 shown
that the interaction term of RISK FL is not significant both for short-term and long-term
investment intention which divulged that financial literacy does not moderate the rela-
tionship between risk aversion and investment intention.

Table 8
Moderation Analysis

Predictors β t

Step 1
Financial Literacy .208*** 4.160
Risk Aversion -.560*** -11.21
Step 2
Financial Literacy .204*** 4.081
Risk behaviour -.564*** -11.28
Financial Literacy * Risk behaviour -0.057 -1.309
Dependent Variable: STII

Table 9
Moderation Analysis

Predictors β t

Step 1
Financial Literacy .279*** 5.452
Risk behaviour -.484*** -9.474
Step 2
Financial Literacy .282*** 5.509
Risk behaviour -.481*** -9.388
Financial Literacy * Risk behaviour -0.049 1.100
Dependent Variable: LTII

Conclusion and Discussion

Our study is the first study with the perspective of Pakistan which used integrated model
combining both Financial literacy and risk behaviour to understand the investment in-
tention among individuals having different personality traits. Secondly, it observed the
role of risk behaviour between individual’s personality traits and investment intention.
Thirdly, this study observes, does the financial literacy moderate the relationship of risk
behaviour with investment intention .

To address these relations, we used “Big Five personality traits” (McCrae & Costa J,
1997) and examined the data collected from 284 students with finance background. To
clear understand the intention of individuals regarding investment, study divide it into
two type i.e. Short term and long term. Individuals with short term financial goals re-
vealed “short term investment intention”, while individuals with long run financial goals
revealed “long term investment intention” (Mayfield et al., 2008).
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Results revealed that the individuals with personality traits “Extraversion” , “Agree-
ableness” and “Conscientious” has positive impact on STII. These results suggest that
individuals who are active, sympathy toward others, determined, and well-organized
have short term financial goals and are more willing toward STII. Result also revealed
that individuals with personality traits “Extraversion” and Conscientious has significant
positive impact on LTII. These outcomes propose that individuals who are active, de-
termined, and well-organized also have long term financial goals and are more willing
toward LTII.These result are consistent with Krishnan and Beena (2009); Nandan and
Saurabh (2016). Beside this, study also concluded that risk behaviour partially medi-
ates the relationship of Personality traits with STII. However, in case of Long run Risk
aversion partially mediates the relationship of “Extraversion”, “Agreeableness” , “Open-
ness to Experience”, and “Conscientious” with LTII and fully mediate the relationship
of “Neuroticism” and LTII. While exploring the moderating role of the financial literacy
study revealed that Financial Literacy does not moderate the relationship of Risk aversion
with STII and LTII, however, financial literacy has significant positive impact on invest-
ment intention.

Implications of the Study

This study revealed the role of the Personality Traits, Risk behaviour and Financial liter-
acy in investment intention. The study could have implications for financial managers,
Financial institutions, and governments. As the Government of Pakistan is trying to de-
velop the capital market and appealing the individuals for investment. The Government
of Pakistan could use the result of the study and can start Financial literacy programme
relevant to different investments fields along with the initiative of SECP. SECP is spread-
ing the financial literacy in a bulk, however , the findings of the present study could help
SECP to select and train the appropriate candidates . The results of the study also suggest
that financial managers and investment advisor should consider the personality traits and
financial risk behaviour among other factors while giving advice to them. Beside this, by
providing financial literacy they can induce individuals towards investment.

Limitations and Directions for Future Research

Beside important implications, this study has certain limitations that should be take into
consideration when interpreting the result of the present study. First, study has collected
the data from the Pakistan So, the generalization of the findings needs to be considered
carefully. Second, this study only considers the personality traits,other factors such as
demographic traits, psychological factors, could also have significant influence on risk
behaviour and investment intention. Future study should consider all relevant factors
which may influence the intention of individuals toward investment.

Third, the study has small sample size and data is collected from 5 universities, Future
study not only increase the sample size, but also try to collect the data from all major uni-
versities of Pakistan for generalization of the findings. Despite these limitations, the study
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provides valuable insight in understanding the role of personality traits, Risk behaviour
and financial literacy on investment intention.
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