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OZET
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Yatirnm davranigi, yatirim kararlarin1  belirleyen 6zelliklerden olusur. Bu
caligmanin amaci, Tiirkiye ve Pakistan'daki bireysel yatirimeilarin yatirnm davranislarini
arastirmak ve karsilastirmaktir. Calisma, ¢evrimici bir anket araciligiyla toplanan anket
verilerine dayanmaktadir. Calismada, Finansal Okuryazarlik, Yatirimemin Oz Giiveni,
Risk Istahi, Yatirnm Felsefesi, Yatirrm Deneyimi ve Yatirim Tercihleri arasindaki farki
arastirmak i¢in bagimsiz Orneklem t-testi kullanilmistir. Calismada, bireysel
yatirimcilarin - davraniglarinda {ilkeler arasinda bazi o6nemli farkliliklar oldugu
bulunmustur. Ayrica, bir arastirma modeli olusturularak s6z konusu tiim degiskenlerin
Yatirnm Segenekleri ile iliskisinin ampirik olarak test edilmesi i¢in Yol Analizi
kullanilmistir. Yol Analizi, digsal ve i¢sel degiskenlerin iligkilerinin giiciiniin iilkeler
arasinda biiylik farkliliklar gosterdigini ortaya koymustur. Calisma kapsamindaki bes
degiskenin tiimiiniin, yani Finansal Okuryazarlik, Risk Istahi, Yatirim Felsefesi ve
Yatirnmcinin Oz Giiveninin, her iki iilkede de Yatirim Tercihlerinin iyi bir tahmincisi
oldugu belirlenmistir. Finansal Okuryazarhk, Yatirrmcimin Oz Giiveni, Risk Istahi,
Yatirim Felsefesi ve Yatirim Deneyiminin Yatirim tercihleri iizerindeki toplu iligkisi ve
bunlarin birlesik etkisinin yatirirm davranigina nasil yansidigi konusunda ¢ok yetersiz

literatiir bulundugundan, bu ¢alisma bu alandaki 6ncii calismalar arasinda yer almaktadir.

Anahtar Kelimeler: Yatirim davranigi, Finansal okuryazarlik, Yatirim segenekleri,

Yatirim felsefesi, Risk istahi
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ABSTRACT

A COMPARATIVE STUDY OF INVESTMENT BEHAVIOR OF
RETAIL INVESTORS IN TURKIYE AND PAKISTAN

Fareeha Javed Qureshi

Department of Business Administration (English)

Anadolu University, Institute of Social Sciences May 2022
Supervisor: Dog. Dr. Ozlem SAYILIR

Investment behavior comprises of the characteristics that stimulate investment
decisions. The purpose of the current study is to investigate and compare the investment
behavior of retail investors in Tiirkiye and Pakistan. The study relies on survey data
collected through an online questionnaire. An independent sample t-test is used to
investigate the difference in Financial Literacy, Investors’ Confidence, Risk Tolerance,
Investment Philosophy, and Investment Experience and Investment Choices. It was found
that there are some key differences in the behavior of retail investors across both
countries. Further, a research model was created, and Path Analysis is used to empirically
test the relationship of all mentioned variables with Investment Choices. Path Analysis
reveals that the strength of exogenous and endogenous variables’ relationship varies
widely across countries. All five variables under the study i.e., Financial Literacy, Risk
tolerance, Investment Philosophy and Self Confidence proved to be a good predictor of
Investment Choices in both countries. The study is among the pioneer ones as very scanty
literature is available on the collective relationship of Financial Literacy, Investors’
Confidence, Risk Tolerance, Investment Philosophy, and Investment Experience on

Investment choices and how their combined effect reflects on investment behavior.

Keywords: Investment behavior, Financial literacy, Investment choices, Investment

philosophy, Risk tolerance
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1. INTRODUCTION

The impact of different factors on investment behavior has received close
attention from researchers, consultants, personal financial planners, and investors in the
last few decades. This may be due to the uncertainties in the financial world, inefficient
markets, and the increased variety of complex financial products. When the global
financial crisis of 2007-2008 hit major financial centers, people were wondering what
happened overnight. Fundamentals somewhat failed to explain the sudden changes
(Colander et al., 2009) and market irrational behavior lead to the need to re-examine the
causes behind such setbacks (Gérling et al., 2009).

Financial markets are perceived as human interactive environments
encompassing complex rational and irrational behavior. In an attempt to unfold the
reasons behind irrational behavior, it is argued that investor attitude is influenced by
intuition, judgments, rumours, herd behavior, and media coverage of the stock (Bennet et
al., 2012). Considering this, behavioral economists are challenging the assumptions of
“rationality” by arguing that “Sometimes some of the agents act like humans” (Thaler,
2015). In addition to this, intuitive judgment may mislead investors. Sometimes investors
are less aware of their investment intentions, and they usually make decisions opposite to
their risk tolerance level and the investment philosophy they hold. Therefore, the question
of how personality, philosophy and demographic variables shape investment intentions is
a debatable topic.

These claims compel the need for a better understanding of major factors behind
investors’ behavior. Keeping in mind all these factors, comprehensive research is required
to cover all the above-mentioned factors in a precise way and help investors to make
investment choices in line with their investment philosophy.

Investment behavior has two major components i.e., investment habits and
investment decisions. In other words, investment behavior covers characteristics that
stimulate investment decisions. In a similar fashion, an individual’s behavior and
psychological factors like beliefs, preferences, and psychological biases play a vital role
in financial decision making (Lodhi, 2014; Mitroi, 2014). Investors try to assess the risk
and return of all possible investment choices to develop an investment portfolio in line
with their level of risk, personality, and available options. Risk attitudes and investment
objectives should match. Otherwise, investor ends up in a state of distress (Hoffmann &

Post, 2017). In addition to this, investors’ perception also changes with behavioral biases
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(Javed et al., 2017). Pundits of behavioral finance claim that pure economic models make
a lot of false predictions. Biases like mental accounting and self-control pose threats to
rational decision-making. In other words, as intuitive judgments are spontaneous, biases
occupy a certain position in logical reasoning (Kahneman, 2003).

The process of decision-making should also be discussed from a psychological
perspective (Thaler, 2015). Thus, understanding the behavior of (retail) investors is
critical determining factors that may affect their decision-making process (East, 1993).
The purpose of this study is to identify such determinants while particularly focusing on
the attitude of investors towards risk, the role of demographics, and the inner confidence
of investors, which may shape investors’ personality. Investors’ personality plays an
important role in choosing specific investment tools (Aren & Ding, 2015).

In short, every investor is different, with different financial goals, different levels
of risk tolerance, personal situations, and different desires. By identifying such
differences, investors could be clustered into identical groups by combining certain
common factors. As mentioned above, it is also possible that certain investors show
similar behavior due to similarities in socio-economic conditions and psychological
factors while other groups of investors may react differently because of those factors.
These differences may occur at the regional level as well. There is a need to identify those
factors that can help stakeholders, i.e., government, regulatory institutions, banks,
investment companies, etc. to develop a deep understanding of certain investment
behaviors to tailor their ways of conducting business and executing regulations in a more
effective manner. Such factors therefore can also facilitate retail investors to diversify
their portfolios and make investment decisions more easily and efficiently.

Although many studies had been conducted on investment behavior, the studies
which explore the collective relationship of factors shaping investment strategy and how
these factors are reflected in investment behavior are limited in numbers. In studies, most
of the work revolves around a single country, using a particular survey instrument
covering one or two variables at a time (Nicolini et al., 2013). In developing countries
like Pakistan, the combined effect of these variables is yet to be found (Awais et al.,
2016). It is therefore desirable to understand whether the behavior of investors in one
country could be generalized to other regions. As claimed by Nicolini et al. (2013), a

unique national environment may compel researchers to study investment behavior in



each country individually. Considering this, it is much needed to check the perception
differences of investors among countries to get a comparable measurement criterion.
Therefore, this study attempts to get an insight into retail investors’ behavior in
two different countries i.e., Pakistan and Tiirkiye. The factors which may influence
investment behavior include financial capability related to financial knowledge (Atkinson
et al., 2010; Gallery, Newton, and Palm 2011; Reddy, R. et al., 2013; Xiao et al., 2015)
financial experience (Pellinen et al. 2011; Hani, Heru, and Isworo 2020); investor
personality reflecting money/ investment attitude (Pak and Mahmood 2015; Nandan and
Kumar 2016) and risk attitude ((Septi, Ainia, and Lutfi 2019; Shadnan 2016) as well as
demographic variables (Shaikh 2019; Thanki and Baser 2019; Kumar and Goyal 2016) .
Understanding the behavior of (retail) investors is critical to determine factors that may
affect investment intentions. This study aims to investigate similarities and differences in

terms of investment behavior of investors of Pakistan and Tiirkiye in detail.



2. LITERATURE REVIIEW

2.1. Investors’ Behavior

It is the behavior that distinguishes social sciences from natural sciences. Given
the unpredictable nature of the human brain, it is not surprising that in the same situation
and with the same social as well as educational background, one can exhibit radically
different behavior than the others. The same holds true in finance, where every investor
has his/her own investment philosophy. Investors act according to their style of thinking.

“Behavior” is a key concept in the field of social sciences. Psychology is known
as “The Science of Behavior” (Bergner, 2011). According to Levitis, Lidicker, and
Freund (2009); out of 26 standard dictionaries, online resources, and textbook groceries,
only seven definitions seem to provide a precise definition of the word “behavior”. In
order to get a meaningful explanation of “behavior”; Levitis, Lidicker, and Freund (2009)
used a survey instrument. After analyzing the responses of 176 respondents, they reached
the conclusion that “Behavior” is triggered by stimulus and is an internally coordinated
response of individuals and groups. The response (action/lack of action) depends on
whether it comes from outside or inside (Levitis, Lidicker, and Freund,2009).

In fact, the concept of rationality and irrationality in investment decisions makes
the situation even more complicated. The importance of the concept of “Rationality”
could not be undermined, but it has many flaws while describing unusual events like
speculative bubbles and currency crises, etc. (Colander et al. 2009; Gérling et al. 2009;
Lusardi and Tufano 2015). In this regard, traditional finance sometimes remains silent
and does not offer an explanation for some basic concerns like why do individuals trade
differently?; Why do some investors make extraordinary returns and others fail to make
even an average return?; How do they perform differently while choosing different
portfolios with the same amount of investments? etc.” (Subrahmanyam, 2007). These
gaps cast doubt on the theory of efficient markets. Robert J. Shiller (1981) challenged the
concept of “Efficient Markets” by opening a new discussion in the field of economics and
finance. He argued that mere objective reasoning does not work in explaining unusual
events and changes in stock markets (Shiller, 1981).

After the financial crises of 2006-2007, investors are still committing errors in
real estate businesses and housing sectors. Unlimited flow of information (Schwarzkopf,
2006), psychological reasoning underlying investing decisions, and investors’ emotions

(Shiller, 1981), as well as changing investment patterns (De Giorgi, 2011) are some of
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the reasons due to why speculative markets are not easily predictable. Surprisingly,
individual; and institutional investors react differently to these factors. As behavior is
influenced by internal and external cues, decision-making styles and level of self-
confidence play their part while seeking answers to the above-mentioned questions.

On the other hand, traditional finance proponents argue that behavioral research
is mostly conducted on an ad hoc basis and for a specific sample. The response to the
argument of traditional finance proponents by behavioral scientists can be summarized as
follows: Behavioral models are based on evidence from experiments. Since the proof is
based on cross-sectional data gathered across nations, investors may rely on these models
for additional references. Thus, investors can rely on these models for further references
because the evidence is based on cross-sectional data gathered across countries
(Subrahmanyam, 2007).

The behavioral biases of investors can move the markets up or down and lead to
significant fluctuations. Although econometric models are well developed and forecasting
the markets is not impossible, the level of certainty associated with predictions is
relatively low. In the same way, econometric models usually neglect unobservable
variables by declaring them as error terms. In fact, such factors play important roles in
the determination of overall prices in the market (Shiller J., 1981). By correcting
investors' biases (error terms in traditional models) at a given moment, the detrimental
impact of uncertainty on market forecasts could be reduced (Soros, 1987).

Narrative aspects in econometric models should be included as an essential
element. Otherwise, a proper unbiased forecast could not be made. Strong personality,
character, and memorable events create viral narratives. In research, explanations and
narratives are not just developed for persuasion but are also a crucial aspect of the model's
identity. One of the examples of these narratives and their effects on investors’ judgment
is a narrative that “Gold is the safest investment”. The background on which this narrative
was built in the second world war and the great depression. Inefficient markets exist
because of behavioral differences among investors and their choices of investments.
People depart from traditional decision-making models in different ways.

Michael M. Pompian has extensive work in the field of behavioral finance. He
pointed out that investment biases in some clients are basically so deep-seated that their
repeated mistakes must be stopped to save them from drastic consequences of poor

decisions. It is, therefore, very important to discuss in detail why clients are making
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specific investment choices, which types of behaviors are shaping specific decisions; and
when clients need to modify their investment behavior. Three broad categories of these
deviations could be labeled as “Attitude Towards Risk”, Non-Bayesian Expectation
Formulation” and “Sensitivity to frame a decision problem” (Shlieifer, 2000). Investment
decisions, therefore, rely on investment behaviors (R. Agarwal, 2021; Mak & Ip, 2017a;
Praba, 2011; Shaikh, 2019).

Investment behaviors include all the steps from planning to execution of
investment plans. An investment strategy is about investment planning and setting
investment goals. According to the Oxford Handbook of International Financial terms,
“Investment strategy is a systematic plan to allocate investable assets among investment
choices (such as stocks, bonds, real estate, commodities, deposit certificates, etc.). These
plans consider factors like economic trends, inflation and interest rates, age, risk attitudes
and risk tolerance level, short and long-term growth objectives (Moles & Terry, 2012).
Keeping this in mind, Pompian & Longo (2004) suggested a four-step process to choose
investment plans. These steps include asking the client to take personality tests,
evaluating the responses to determine personality type, assessing risk-tolerance, and
executing investment programs.

The theory of planned behavior (TPB) as developed by Ajzen (1991) well
explains the motivations behind specific behavior. According to this theory, behavioral
intentions could be predicted based on three dimensions. Thus, actual behavior could be
explained in terms of attitude, subjective norms, and perception of individuals toward
self-control (ability to perform). These three dimensions, as a result, could well explain
the variation in actual behavior. The theory has been used by many researchers to check
its validity and has been well supported by empirical evidence in different fields.

In a study conducted in Britain (East, 1993), the theory was applied to explain the
behavioral intention of investors in the industries i.e. regional electricity companies,
electricity generating companies, and British telecom. The research intended to predict
the investment intentions of the shareholders in terms of the number of applications
received for issued shares. The results revealed that in each case the shares applications
for newly issued shares were accurately predicted based on measured intention. However,
it was early work in the field with lots of limitations. For example, while it takes into

consideration the normative influences, it ignores the temporal gaps between “action” and



“intentions”. It also ignores the economic aspects that may impact a person's decision to
engage in an activity.

In developing countries, the research related to the theory of planned behavior
(TPB) in the context of the financial environment is limited. For example, in a study
conducted in India, the theory was adapted to explain the investment intentions of
prospective investors and it proved itself to be well adjusted in investment scenarios. Two
additional variables i.e., financial knowledge and personality traits were introduced to
analyze the validity of the theory. According to the results, attitude played the role of a
partial mediator in the relationship between investment intentions and financial
knowledge. Subjective norms also had a positive effect on investment intentions, but the
relationship was not strong. Financial self-efficacy played a dual role in defining the
relationship between personality traits and investment intentions (Akhter & Das, 2017).

TPB is also used with an Islamic finance perspective in Pakistan to investigate the
factors that motivate investors to choose “Islamic hire purchase” as an option to finance
automobile purchases. Hire Purchase is a credit agreement in which possession of goods
is handed over to the buyer on installment and ownership of goods is handed over after
the last installment. The results revealed that three dimensions of TPB well explain the
intentions behind Islamic higher purchases. Religious beliefs, Islamic product prices, and
knowledge of Islamic products act as moderators between the dimensions of TPB and the
intentions of investors to use higher purchase (Ahmed et al., 2019).

Comprehensively, the literature emphasizes the factors influencing investment
behavior in four broad categories i.e., financial capability, Investors’ personality,
Investment decisions/choices/intentions, and investment philosophy upon which
Investors develop investment strategies. Financial capability is a mix of financial
understanding, investment philosophy, understanding of the availability of investment
options, and investment goals (Potocki & Cierpiat. W, 2018; Xiao et al., 2015). Financial
literacy plays a significant role in selecting various investments (Gallery et al., 2011;
Kannadhasan, 2015; Karaa & Kugu, 2016; Mien & Thao, 2015). Sometimes Financial
knowledge acts as a moderator between investment intentions and investment behavior
and enhances their relationship in a positive way (Sabir et al., 2021; Shadnan, 2016;
Shusha, 2017).

Along with financial literacy, personality when defined in terms of risk tolerance

level, highly influence investment decisions (Bangesh et al., 2019; Kanten et al., 2018;
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Pak & Mahmood, 2015; Rai et al., 2021). A complicated mix of demographics influences
an individual's investing decision (i.e. gender, region, occupation, income level, and
education (Hassan Al-Tamimi & Anood Bin Kalli, 2009; Pak & Mahmood, 2015; Salem,
2019). Demographic variables are also significantly related to financial risk tolerance and
financial literacy of individual investors (Shusha, 2017); while some studies show some
dialectical results and even deny the role of demographic variables in this context
(Hendrawaty et al., 2020; Rosemary & Peter, 2016; Thanki & Baser, 2019). Other
characteristics, such as confidence level, investing philosophies, and psychological
factors, have a substantial link with investment behavior, although the strength of the
relationship varies by gender, age, and experience (Jain, 2012; Karaa & Kugu, 2016;
Muradoglu & Harvey, 2012; Rosemary & Peter, 2016; Salem, 2019; Yang, 2013).
For this purpose, in this study relevant hypothesis was constructed as follows:

Hi: Retail investors’ Behavior across Tiirkiye and Pakistan is different.

2.2. Investment Intentions/Investment Choices

Individual investment behavior comprises of how the investors judge, predict,
analyze, and review the procedures for decision making. It includes investment
psychology, information gathering, research, and analysis of financial problems.
Investment behavior is a psychological and emotional process. Investments habits answer
the questions like: Do people save and invest on a regular basis? Do they make decisions
on their own or consult family members, peers, or professional consultants? Do they
diversify their investments? How often do they revise their portfolios etc. and investment
choices? (Gumanti, 2009).

An investment strategy guides an investor to take decisions based on goals, risk
tolerance, and future capital needs. According to Benjamin Graham, the risk is one of the
major factors that shape investment strategy. Investment objectives of individual or retail
investors refer to their financial goals and are related to what they want to achieve with
their portfolio of investments (Myers, 2022).

E. De Giorgi (2011) claims that investors follow two steps. First, they select goals
according to the risk tolerance attitude and then they build strategies to achieve the goals.
When investors are loss aversive, they invest wealth to achieve long-term goals while
they adopt a high leverage strategy to achieve short-term goals. However, when investors

are not clear about their specific goals or feel confused, they adopt safe strategies to
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achieve their goals. They have a reference point in their mind to which they compare risk-
return outcomes (E. De Giorgi 2011).

Rosemary and Peter (2016) suggest that investment goals are also influenced by
demographic variables. The findings of their study exhibit that employment status and
income level have a significant impact on the investment goals of investors, while marital
status, stock market experience, and age have no significant impact (Rosemary and Peter
2016). A study about the relationship of preferences with investment behavior revealed
that there is a difference between lower-income and high-income groups in terms of
investment choices. Lower-income groups prefer safer investments as compared to high-
income groups (Geetha and Ramesh 2011). Referring to another study, demographic
factors are significant predictors of investment behaviors (Mak & Ip, 2017b).

Demographics, investment decisions, and financial literacy was collectively
examined in a study conducted in Tiirkiye in 2015. The study concluded that various
factors play their part to help the investors to choose among investment alternatives.
Except negative relationship of foreign currency (as an investment choice) with other
investment alternatives i.e., mutual funds, bonds and stocks, no relationship was found
between others. Respondents who scored less in financial knowledge and are risk
avoiders proved to be among those who choose foreign currency as an investment
opportunity (Aren & Aydemir, 2015).

Risk perception cast a mediation effect between decisions and psychological
factors. Investors shape their decision not only according to the information available but
how it is presented by lowing their ability to bear the risk (Riaz & Hunjra, 2012).

Another study about the investment behavior of retail investors revealed that in
counters like Pakistan, investors hesitate to invest in capital markets. They mostly prefer
to invest in real estate, the types of investments that ensure capital gains and long-term
protections, or in investments like foreign currency, gold, etc. The stockholding portion
of individuals is influenced by awareness, social interaction, financial literacy,
informational and transaction cost (Ali et al., 2012).

However, in the research, there is a very limited study on Investor personality,
financial literacy, self-confidence, risk tolerance, self-assessment of risk, and Investment
choices, in the context of Pakistan and Tiirkiye. This study will be among the pioneer
studies in this regard.

For this purpose, in this study the relevant hypothesis was formulated as follows:
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Ha: Investment Philosophy affects Investment Choices of retail investors.

2.3. Financial Literacy

Financial literacy is one of the major factors that influence investment behavior.
Devastating financial crises has increased the importance of financial literacy (Vitt et al.,
2005). Because of the world's uncertainties, financial literacy is now required by
everyone, connected to any segment of society, to comprehend the complexity of the
financial world. Investment in financial literacy can increase the certainties associated
with desirable outcomes along with increasing positive returns on investments (Guiso et
al., 2013). At least once in a lifetime, people require adequate planning to take complex
decisions i.e., Purchasing a house, retirement plans to life insurance policies. Hence two
types of investment philosophy prevail in one society at a time. Sometimes it is considered
as a necessity e.g. purchasing insurance policies to abide by the law of society etc. and
sometimes investment is considered as desire e.g. the willingness of investors to invest
income in financial and non-financial products to increase wealth (Boughton & Jackson,
2020). Poor choices with limited market knowledge may lead to unacceptable standards
of living resulting in economic anxiety. Therefore, financial literacy does not only help
to evaluate different investment choices but gives a logical basis to investors to curve
investors’ philosophy according to his/her desires. Financial understanding thus leads to
establish logical expectations about investment returns (Zait and Bertea 2015).

There is no widely accepted definition of Financial Literacy. According to
PACFL (2009), financial literacy is: “The ability to use knowledge and skills to manage
financial resources effectively for a lifetime of financial well-being”. Financial literacy
hence is a component of human Capital (Huston 2009). Lusardi along with other research
partners did a lot of work on financial literacy and presented different definitions on the
bases of the work done. She published 4 papers between 2007 and 2008. In her publication
entitled Debt literacy, financial experience and over-indebtedness (Lusardi & Tufano,
2015), she defined financial literacy as “knowledge of basic financial concepts, such as
the calculations related to compound interest, knowing the difference between nominal
and real values, and the basic understanding of risk diversification”. Although there is no
unanimously agreed definition of financial literacy, there are number of studies that
claimed to evaluate financial literacy by using latent variable. The number of items that

are used to measure this concept ranges from 5 to 43. Some researchers had used complex
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and variety of concepts like insurance, saving and retirement plans, credit instrument
knowledge, credit card, budgeting, and inflation while others used single category to
measure this variable.

In a study by Huston in 2010, literature review was conducted related to all
relevant studies up to year 2010 to develop a systematic measure of financial literacy. For
this purpose, he analyzed 71 studies which were published in academia articles and
conferences. He identified 4 key content areas i.e., Money, Resource’s protection,
Borrowing and Investing. According to him, the major obstacle to develop a reliable
measure for financial literacy is the absence of standardized conceptualization and
researchers’ consensus upon a definition. However, there is still a need to develop a scale
that can measure financial literacy with consistency (Huston, 2010). Given the limitation
of a comprehensive definition in the extended literature, current study uses the concept
of financial literacy as the capability to comprehend the implications of interest, inflation,
risks, and diversification. This measurement helps to link financial literacy to a country's
demographic and socioeconomic situation (Guiso et al., 2013).

Financial literacy is also an important measure that reveals the intention of
investor decision making process. It is, in fact, a practical approach, including the
application of financial knowledge to investing decisions. Financial literacy is divided
into subjective and objective categories. The factors that affect financial literacy are
discussed as internal factors and include ability to manage financial resources, awareness
about available financial options and execution of investment plans. A positive relation
is found between objective financial literacy and financial satisfaction. (Xiao et al. 2015).
In a s survey published in federal reserve bulletin in 2003 it was noticed that households
that have low investment index score also scored low on financial knowledge index
(Hilgert et al., 2003). Financial literacy is also found low even in advance countries
however it is much lower in developing and Low-income countries (Xu & Zia, 2012).

To examine the behavior of mutual fund and other complex fund investors, a
systematic framework was developed to explore the effect of various demographic, social
and contextual factors on financial literacy and its association with investment choice
decisions (Gallery et al. (2011). The results indicate perceptions and choices of investors
are directly influenced by financial literacy. Making informed investment decisions
requires individuals to have adequate financial knowledge and understanding of various

investment products and associated risks. Hence, it is not unusual for people to lose their
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wealth while underestimating the cost they pay as interest on amounts they borrow from
banks and other lenders (Bell and Lerman 2005).

Financial Literacy is also a key concept of financial capability. Financial
Capability is term used to define ability of individuals to manage financial resources with
the best use of their knowledge i.e., applying knowledge into practice. It explains how
one can handle its funds with the viewpoint of gaining maximum present and future
benefits from limited financial resources. Financial capability is thus defined as “The
internal capacity to act in one's best financial interest under specific socioeconomic and
environmental circumstances. It encompasses knowledge (literacy), attitudes, skills, and
behaviour of consumers with respect to understanding, selecting, and using financial
services, and the ability to access financial services that fit their needs (Yoong et al., p.
03, The World Bank, 2013)". Nations that can cope uncertainty with confidence have
more risk tolerant respondents compare to the countries where people are more uncertain
about financial decisions. Researchers also tried to unfold the relationship between
demographic variables and financial literacy. Demographic factors like age, gender,
occupation, socioeconomic status etc. highly effect the financial understanding of general
population (Kadoya and Khan, 2020).

Financial literacy sometimes plays a role of moderator between risk tolerance and
demographic characteristics of investors (Shusha, 2016). Level of Financial literacy and
risk perception are important factors in choosing investments (Aren & Zengin, 2016). In
a study of 456 university students in Greece, it was concluded that male students who
keep and maintain the records of their expense account and whose father is well educated
scored fairly high on the financial literacy scale. Such students can also cope well against
financial shocks (Philippas & Avdoulas, 2020). Financial Knowledge, financial decisions
and financial practices are associated with each other. There is positive relationship
among all these variables. Financial knowledge also effects behaviour of consumers
however the relationship is not always positive (Hilgert et al., 2003). Being trapped by
overconfidence and information bias, investors sometimes behave against their own
investment philosophy. Thus, they end up into undesirable losses. According to a study
on 300 investors of Pakistan stock exchange a negative relation between financial literacy
and behavioral biases was found. The study also claimed that in Pakistan the level of
financial literacy in male respondents are high as compared to females (Rasool & Ullah,

2020).
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Relationship between Financial literacy and financial experience is also found in
literature. A Positive relationship between financial experience and financial literacy was
observed. Education programs in High schools however have limited effect on financial
literacy (Frijns et al., 2014). A study conducted in Chile tried to explore the impact of
financial literacy and impatience on poor decisions taken by people. Along with other
areas, the study focused particularly on retirement savings and investing behavior. It was
revealed that impatience is a strong predictor of investment selection while financial
literacy is less associated with sensitivity of information required to take decisions
(Hastings & Mitchell, 2020). In Literature it is evident that people who have low level of
financial literacy try to depend on debts and use expensive debt products like credit cards
more frequently because they cannot interpret the effect of interest rate accurately i.e.,
underestimate the negative impact of fee payments on financial gains (S. Agarwal et al.,
2009). To increase financial satisfaction consumer awareness and financial satisfaction
enhancement programs are recommended by Xiao et al. (2015 ), in their study conducted
on 26,900 people in US. According to the findings both subjective and objective financial
literacy improve with increase in age. On the other hand, young respondents between age
group 18-24 did not perform well in financial capability aptitude test. Therefore, it is
recommended that the government, policy makers and regulatory institutions should
consider these patterns as an essential element while shaping financial literacy programs.
Spreading financial awareness in young citizens could be beneficial to society in the long
run. Similarly, policy makers should design policy instruments by keeping in mind the
financial ability of their target groups.

It is vital to comprehend causes that create obstacles in effective investment
choices (Huston, 2010). Financial literacy is an important variable to understand why
people take suboptimal decisions. One of the arguments is that many people do not have
essential understanding of financial and economic concepts and they lack the skills to do
basic computation (Hastings & Mitchell, 2020). According to a study done in India (J.
Grable et al., 2020) past behavior of investor does not shape its present intentions to
invest. However, financial literacy had played its part to reduce the social pressure that
influence investment decisions. With age, the optimal financial decision capacity of
people decreases. The impact of age on financial mistakes is analyzed in research carried
out by Agarwal et al. 2008 by using 10 types of credit transactions. The results suggest

that middle aged group performed better by making fewer mistakes as compared to old,
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aged people and youngsters. The relation pattern is like a u-shaped curve where
respondents around age 53 performed better by interpreting the impact of interest, credit
transactions and other borrowing costs. However, learning can play its part to overcome
this short coming.

Financial literacy seems to increase with increase in basic knowledge like
mathematical skills. A study considered 2025 high school students in Netherland to
investigate the factors which are associated with financial literacy. It was found that the
students who have low grades in school and scored low in mathematical subjects have
low level of financial literacy. Family background like students with mothers who do not
hold university degree, where discussions with peers and family members about financial
matters is not done frequently and those students with low score on SES also showed low
level of financial literacy (Amagir et al., 2020). There are some evidence that unfold the
relationship among financial knowledge, society, peers, media information, social
behaviours and social learning opportunities. Society teaches financial skills to
individuals, directly and indirectly. It is also observed that with whom subjects live
significantly influence financial literacy and financial knowledge transfers through social
interactions (Gomes et al., 2020; Gutter et al., 2010).

In a s survey published in federal reserve bulletin in 2003 it was noticed that
households that have low investment index score also scored low on financial knowledge
index (Hilgert et al., 2003). Financial literacy is also found low even in advance countries
however it is much lower in developing and Low-income countries (Xu & Zia, 2012).

As mentioned above, it is very difficult to measure level of financial literacy
directly. Thus because of the complexities regarding the definitions of latent variables, a
great deal of variation still exists in how researchers measure financial literacy. They
attempted to use different scales to measure financial literacy. Volpe, Chen, and Pavlicko
(1996) developed a 10-item multiple choice scale for this purpose. The scale was not
widely used in previous studies on financial literacy because it attempted to measure
financial literacy only with 2 dimensions, i.e., Investments, and Performance. They then
extended the scale to 36 items in 1998 by including savings and debt aspects. The scale
that used confidence and perceived knowledge as an internal part of literacy received
criticism on the basis that individuals themselves are not good perceivers of their own

financial knowledge and abilities.((Lusardi & Mitchell, 2011).
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Due to human instinct, uncertainty affects individuals’ capability to think so that
they act differently in real situations as compared to simulated environments. A scale
developed in 2006 by Annamaria Lusardi and Olivia Mitchell to measure financial
literacy has been used in many studies. However, the current study is using the 10 item-
scale developed by Knoll and Houts in 2012 and revised in 2020 (Houts & Knoll, 2020).
It is a modified scale based on Lusardi and Mitchell’s scale. The scale covers different
aspects of financial literacy in a more comprehensive manner. It has been tested on 12140
respondents in 2010 and 1483 respondents in 2019 and the results supported that this scale
is highly reliable (Houts and Knoll 2020).

For this purpose, in this study relevant hypotheses were constructed as follows:

Hsa: Financial Literacy Influences the relationship of Investor’s Self-Confidence
and Investment Choices.
Hsp: Financial Literacy Influences the relationship of Investor’s Experience and

Investment Philosophies.

2.4. Experience, Philosophy and Information Gathering

Previous studies on the relationship between Financial Experience and Investment
Philosophy provide some mixed results. Experience tends to give a road map by allowing
investors to evaluate their investment options based on their investment philosophy
(Trutmann et al., 2021). Similarly, past experiences of investors shape their intentions to
make future investments. The intensity of this influence seems to vary among different
age groups and by the nature of investment tools. Young investors tend to get more upset
by financial shocks as compared to old investors especially when there is high
unemployment in the society (Malmendier, 2021). Mak and Ip suggest that investment
experience is a psychological factor that influences present decisions of investors in the
light of the results obtained in the past (Mak & Ip, 2017a). Similarly, Senda and others
found that experience affects investment decisions (Senda et al., 2020).

Investor overconfidence also tends to increase with experience and education. The
results are claimed by a quantitative study that used responses of 309 mutual fund
investors. Experience is measured on two levels. Those with less than two years of
experience in investment were regarded as “novice” investors, while those who had
experience above two years were regarded as “experienced”. Gender seemed to remain

silent with respect to the self-attribution bias (individuals' tendency to attribute successes

15



to personal skills and failures to factors beyond their control), yet men were discovered
to be more overconfident than women (K. C. Mishra & Metilda, 2015).

Related to over-reaction to market news, both females and males were found to
use the information in the same fashion while making financial decisions (Jamil & Khan,
2016). However, new information and new modes of investments are more quickly
adopted by men as compared to women. Women were found to have less information
about digital currencies like bitcoins regardless of socio-demographics and personality
characteristics. Experience with digital technology, in contrast, does not have additional
explanatory power on this disparity (“The Gender Gap in ‘Bitcoin Literacy,’” 2019).

Level of overconfidence tends to decrease, as investors get more experience
(Gervais and Odean 2016). It happens due to two factors; the time spent in stock markets
and amount of investments. Experienced investors are more prone to the disposition effect
than the inexperienced investors (Da Costa et al. 2013). Literature also elaborates that
when taking decisions about investments, novice investors search more for information
and are more careful in gathering information. Investors with more experience rely mostly
on their past experiences and thus take into account limited but more relevant factors
which they consider important (Alrabadi, Al-Gharaibeh, and Ziad 2011).

When it comes to investment decisions, experience plays a mixed role. A study
carried out by Chin et al. in 2007 about Chinese investors found that inexperienced
investors make poor decisions due to overconfidence compared to experienced investors.

A contrasting view however claims that more financial blunders are made by
investors who have low knowledge although they are experienced (Agarwal et al. 2008).
Investors use different social media platforms to make investment decisions. They choose
information sources according to their knowledge. The quality of social media choices
influences their financial understanding. For example; internet, family, close friends and
media news are different sources of information for students which refine their financial
knowledge (Karaa and Kugu 2016b; Ozdemir, Sari, and Irwandi 2021).

Students try to enhance their financial literacy by using different social media
platforms before making final decision about investments. One of the positive aspects of
social media platforms like Tiktok, Twitter etc.as well as digital banking and financial
technology is that students get updated information about investment choices (Hensly,
White, and Cruse Lindsey Reichlin 2021). Thus, the decision-making ability of an

investor to choose specific types of investment also seems to be affected by his/her habit
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to use internet, social media, and to discuss with family members and friends about
financial matters.

One way to modify knowledge is to increase experience by practically investing
in financial products. Another way to enhance financial understanding is through
discussions with experienced investors. Both ways may help investors to increase their
understanding of financial products in a positive way (Hilgert and Hogarth 2003).
However, caution should be exercised when relying on the information of others because
not everyone has advanced knowledge to comprehend the information provided on media
by experts and financial analysts. Thus, investors may misinterpret such pieces of
information.

A study on 188 state employees were conducted in Sri Lanka to explore the effects
of demographic factors on investment decisions. Occupation, gender, and age are found
to be directly associated with investment objectives; while investment experience,
monthly income, qualification, and age were found to be related with risk tolerance and
duration of investment (Subramaniam, V.A. and Velnampy, T., 2016). Those individuals
who find it difficult to initiate any new investment transaction do not easily build trust on
media or other professional sources. However, they seek pieces of advice from
professionals to whom they have personal access. Gender casts an influence on
information gathering abilities of investors. Income level is influential on investors’
information gathering ability and also on confidence. Confidence also enhances the
ability to gather investment information (Yang, 2011).

Behavior of investors in stock markets is influenced by variables such as religious
factors, social influence, and attitude towards investment. Religiosity and social influence
stimulate investment intentions, while no direct relationship is observed between
investment behavior and religious thinking of investors. In countries like Pakistan, the
moderating role of financial literacy with respect to the relationship between these
variables and investment behavior is also observed (Senda, Rahayu, and Tri Rahmawati
2020). Individual investors may develop herding behavior when they follow the market
by neglecting their own choices and investment goals. In such situations, financial literacy
acts as a moderator between the past investment experience and overconfidence (Sabir et
al., 2019).

Since the above-mentioned studies emphasize that investment experience of

individual investors provides a sound base for investment decisions, the study includes
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experience as a research variable by considering it as one of the important factors that
influences financial investment behavior.
For this purpose, in this study relevant hypotheses were constructed as follows:
H4a:  Investors’ Experience affects Risk Tolerance Level of retail investors.
Hap:  Investors’ Experience affects Investment Philosophy of retail investors.

Hs:  Investment Philosophy affects Investment Choices of retail investors.

2.5. Investor Personality

Personality is a combination of some unique and distinct attributes that define
overall characteristics of individuals. The study of the psychology of personality, called
personality psychology, attempts to explain the tendencies that underlie differences in
behavior. Trait theories of personality emerges in early 1900s. Gordon Alport identified
4000 personality traits which are combined by Raymand Cattel’s 16 personality factors
known as “16P”. These factors were scored on two dimensions (From High to Low).
After that, Hans Eysenck's added a third dimension to Cattel’s 16P factors and proposed
a “Three-Factor Theory”. However, it was a complex explanation of investor personality,
which was not easy for others to generalize (Matthews & Gilliland, 1999).

The year 1936 is a remarkable year in terms of defining and analyzing personality
through a set of questionnaires developed by Menner, Allport, and Odbert (1936). The
researchers introduced the “Big Five Model”. They identified five distinct personality
traits i.e., Openness, Extroversion, Conscientiousness, Neuroticism and Agreeableness.
Each of these five personality traits has a range (two extremes). Those personality traits
seem to affect investment choices. For example, investors who score high on neuroticism
tend to choose risky investments (Aren and Ding 2015; Aren and Nayman Hamamci
2020; Liu et al. 2021).

Many studies conducted by researchers of behavioral finance tend to describe
investors on the dimensions of the Big Five Model. However, investor’s personality is
more difficult to assess on these dimensions. One of the major problems was the
assessment of risk an investor is willing to take. “Barnewall Two-way Behavioral Model”
was proposed by MacGruder Barnewall in 1987. He categorized investors as active and
passive investors. As the names suggests, passive investors are those who inherited wealth
or earn it through their profession or by risking money of others rather than their own. On

the other hand, active investors are those who have achieved significant wealth, or earned
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well, during their own lifetime. Risk tolerance and occupation are two factors that
influence characteristics of active and passive investors. It is the risk tolerance behavior
that defines investor personalities with reference to specific traits named as conservative,
moderate, growth and aggressive investors.

Kathleen Gurney (1988), who was a member of the Financial Psychological
Association introduced classification on the basis of money preferences and their
reactions to financial decisions. She divided investors into nine types. The nine
personality types are: Hunter, Perfectionist, Safety Players, Optimist, Entrepreneur, High
Rollers, Producers, and Money Players.

Michel Pompian suggested 4 types of investor personality under the umbrella of
CFA institute (Pompian 2008). Pompian’s categorization helped others understand what
the distinct features of investors personality are. He proposed a simple but effective
strategy to recommend investment plans to investors according to their will and needs.
Based on behavior, he divided investors into four categories: Passive Preservers,
Independent individuals, Friendly Followers, and Active Accumulators. He proposed a
methodology called “Behavioral Alpha™” to classify investors. According to him, active
or passive investors could be identified on the basis of their attitudes. After identifying
whether an investor is active or passive, risk tolerance level should be checked. The last
step is the identification of biases that a client may hold. By following these
comprehensive steps, specific personality types could be identified. Understanding
investors’ personality on the basis of their risk tolerance, the biases they hold, their
investment philosophy and investment objectives not only helps consultants to suggest a
personalized portfolio for client, but also reduces the chances of negative surprises in
times of economic turmoil. However, he also warns consultants that personality is
dynamic in nature, so before initiating any new investment transaction over time, one
should revisit the assessment obtained previously (Pompian 2008, 2012, 2016; Pompian
and Longo 2004;).

Other common factors that may modify investor personality include
demographics, investor’s confidence level, past financial decisions, influence of peers,
advisors, and family, psychological biases an investor holds in a certain time period, the
level of risk tolerance, the knowledge and understanding about investment options as well

as experience (Akhtar & Das, 2020; Aren et al., 2021; Chen et al., 2019; Dickason &
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Ferreira, 2018a, 2018b; N. Khan et al., 2021; Mak & Ip, 2017b; Oechler et al., 2018;
Michel M Pompian, 2016; Sarwar et al., 2020; Vanwalleghem & Mirowska, 2020).

Personality is one of the most relevant factors that explain the reason behind
particular investment behavior (Frantz et al. 2021). Personality also influences investment
strategies in the form of investment patterns. These strategies directly affect investment
outcomes. Investment patterns like choice of long-term and short-term investments are
changed with contrasting degree of personality attributes like contentiousness, openness,
agreeableness, and extroversion etc. Openness and extroversion are two major attributes
almost common in those investors who choose to invest in the long-term and gain positive
returns by adopting this strategy (Chen et al. 2019).

Personality traits have a strong impact on decision-making capacity of individuals
and the method of investment. Personality traits act as a moderator between risk tolerance
and investment decisions (Pak and Mahmood, 2015). The influence of personality traits
on the investment decisions is stronger as compared to other demographic variables
(Chitra and Sreedevi 2011).

Due to increasing complexities in financial markets, investors sometimes get
confused about their investment decisions. It is not surprising to know that investors’
personality leads investors to formulate investment strategies, which later influence the
investment habits. For instance, the decision whether to invest for short term or long term
is significantly influenced by personality (Chen et al., 2019; Tauni et al., 2017).

The study of Khan and others supports the argument that psychometric factors
and investment decisions are significantly related. Financial self-efficacy and personality
traits determine investment behavior, while emotional and cognitive biases modify this
behavior. As a result, correct identification of biases might increase self-efficacy (Khan,
Usman, and Farooq Jan 2021).

When it comes to unfold the role of gender in the context to investor personality,
mixed results are found. In some studies, investor personality does not seem to be affected
by gender (Balachandra et al., 2019; Cuong & Jian, 2014; Durand et al., 2019). On the
other hand, some researchers argue that gender plays an important role in investment
decisions (Jamil and Khan 2016; Lan et al. 2018; Pompian and Longo 2004b).
Conversely, Senda and others found no relationship between gender and investment
decisions. While gender and qualification do not seem to have any impact investment

decisions (Senda, Rahayu, and Tri Rahmawati 2020).
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According to Jamil and Khan (2016), males and females differ in terms of
investment decisions. Males are clearer about their investment goals as compared to
female investors. However, long-term and short-term investments are equally ranked by
both genders. Regarding risk tolerance, males are more risk tolerant than females (Jamil
& Khan, 2016).

Sources of information also play their role by modifying the relationship of
personality traits and stock trading. Experts and consultants’ advice cast different impact
on investors having different personalities. Some investors with same traits like
“openness” and “neuroticism” become more active and increase the frequency of trading
when they get information from experts and financial advisors (Tauni et al., 2017).

Lathif (2019) analyzed the relationship between personality attributes like
openness, agreeability, emotional stability and extraversion and investment intensions
and revealed that openness and agreeability are two major attributes that influence short
term intensions of investors (Lathif, 2019).

Nevertheless, investor personality has different traits and gender is only one of
them and more comprehensive plans could be developed to satisfy investors (Pompian

and Longo, 2004b).

2.6. Risk Tolerance

Risk tolerance is a psychological element of decision making. Under financial
uncertainty, risk is defined as the estimation of probability of possible outcomes and their
chances of occurrence (Tversky & Kahneman, 1992). Risk attitude is defined as “the
emotional and psychological components that affect an individual’s perception and
reaction to risk”(Linciano & Soccorso, 2013). The terms “risk attitude”, “risk appetite”,
“risk perception” and “risk tolerance” are often used interchangeably.

Risk tolerance has three levels. The investors who avoid risk and want to invest
in safe investment opportunities are called risk aversive investors. Those investors who
want to get maximum returns by investing in volatile investments are called aggressive
or risk loving investors. Between these two extremes fall risk neutral investors, who
neither take extreme steps nor ignore opportunities if they think the investment will be
enough worthy in the future (Tsaur, 2013).

Risk taking behavior is directly related to demographic variables. Socioeconomic

status as well as educational background influences the intensity of risk-taking attitude of
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investors (Lamba and Raheja 2014). In addition to this, financial literacy along with
demographic variables affects risk taking attitude. Thus, financial literacy of investors
should be considered in relation to demographic variables to explain risk tolerance
(Hendrawaty et al. 2020; Muktadir-Al-Mukit 2020; Shusha 2017).

To further investigate the claim that financial risk tolerance varies with
demographical structure of respondents, a study conducted in India explored the
relationship of demographic variables and financial risk. The study found that age and
education is not significantly related to financial risk tolerance; while gender, marital
status, occupation, and income along with personality type have a positive relationship
with risk tolerance behavior (Jamil and Khan 2016). Similarly, another comparative study
that used data collected from respondents of two European countries claimed that culture
in different societies plays a vital role in risk tolerance attitude (Cera et al. 2020).

In the early literature, it is mentioned that investors are sometimes confused about
their risk tolerance level. According to Morse, self-reported risk tolerance level and risk
level of chosen investment are not related. Also, no relationship was found between
extraordinary moves some investors take while making decisions and their risk tolerance
level (Morse, 1998). Yet, the degree of risk an investor can tolerate plays a significant
role in understanding why investors choose specific investments and risk tolerance shapes
strategies related to investment choices (Awais et al., 2016).

Income level and demographics impact upon risk tolerance. Dohmen et al. (2006,
2011) test the influence of various socio-demographic factors on the individual risk
attitude. Participants’ age, gender and height are identified as the main influencers of the
general risk attitude. With increasing age, risk aversive behavior increases. Moreover,
female investors are more risk aversive than male investors (Ji, 2011). However,
Financial risk tolerance is difficult to measure directly and measuring it has become
challenging (Yoa & Curl, 2011). For these reasons, proxies are used. Grable and Lytton.
Ruth H. in 1999, developed a very precise scale comprised of 13 items inspired by the
Modern Portfolio Theory. Based on literature review they first developed 50 items. After
working for a number of years (from 1993 to 1999), they successfully modified the scale.
By measuring scale validity and items’ reliability, they reduced the scale to 13 items.
Hence, Grable and Lytton scale validity proves to be high in many studies (Kuzniak et

al., 2015). Marinelli, Mazzoli, and Palmucci (2017) checked the consistence of the items
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in this scale on 2,374 investors and added a self-assessment question to the scale as a
proxy for the subjective measure of risk tolerance.

Investors’ risk-taking behavior is sometimes affected by subjective risk-taking
attitude. Thus, it changes with the risk/return of alternative investments choices. A person
who is a risk-taker and innovator have a greater propensity towards investment intention.
(Akhtar and Das 2019, 2020). On the contrary, an experimental study claims that risk
aversion seems to have no impact on decision making (Lambert et al, 2012).

Overconfidence stimulates risk tolerance when previous returns of investments
are under consideration. Overconfidence along with subjective and objective measure of
risk tolerance thus significantly influence the risk-taking behavior of investors. However
the intensity of relationship changes with respect to alternate investment options and
nature of investment (Nosic & Weber, 2010).

Dorn and Huberman (2010) examined the relationship of stock volatility and risk
tolerance. They concluded that risk avoiders aim to maintain the volatility of their whole
portfolio over a period of time in such a way that when they sell stocks (they already hold)
and buy new investments, the overall composition of portfolio remains the same in terms
of risk. Thus, investors follow the stocks that are consistent with their risk bearing nature.

The moderating role of risk perception is also found in literature. Shadnan’s study
about financial literacy and investment decision showed that risk acts as a moderator on
the relations among financial decisions, financial literacy, and financial knowledge. It is
mentioned that investment decisions of investors who belong to lower income groups are
more influenced by their perception towards risk (Shadnan, 2016).

Risk attitude plays a significant role in shaping investment intensions (Abul 2019;
Cuong and Jian 2014). Risk propensity and three dimensions of Ajzen Theory of Planned
Behavior (Ajzen, 2011) i.e., attitude, subjective norms, and perception of individuals
toward behavioral control also proved to be significant predictors of behavioral intentions
for stock investors. (Alleyne and Broome, 2011).

In the light of the above-mentioned literature, we employ risk tolerance along with
other variables as a predictor of investors’ behavioral intentions to make investment
choices.

For this purpose, in this study relevant hypotheses were constructed as follows:

Hea:  Investors’ Risk Tolerance level affects Investment Choices of retail

mnvestors.
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Hev:  Investors’ Risk Tolerance level affects Investment philosophy of retail

nvestors.

2.7. Self-Assessment of Over Confidence

Over Confidence is defined as a state of mind in which an individual over rates
his/her abilities to perform well in an increasingly challenging environment. An over
confident person may develop an excessive belief in his/her decision- making skills by
ignoring the conditions that could cause adverse impact on outcomes in contrast to what
he/she is expecting (Kusnandar et al., 2019). Over confidence is measured by self-
assessment questions in several studies (Asaad, 2015; F. Khan et al., 2019; Kusnandar et
al., 2019).

How investors’ confidence and competence affect investment decision making
was examined on 30 inexperienced investors by Kusnandar and others (2019). It was
concluded that overconfidence is significantly related to decision making and novice
investors are over enthusiastic while assessing their abilities to invest in the market
(Kusnandar et al., 2019).

A study conducted on 1,119 university students in Tiirkiye claimed that
University students feel overconfident while interpreting financial information they
receive in the form of news and other qualitative/quantitative data. The major reason
behind such type of behavior is that university students are in a phase of knowledge
development and gaining financial independence as they make their own decisions related
to financial matters (Karaa & Kugu, 2016).

Investors who are overconfident frequently overestimate their abilities and make
guesses with more confidence. They tend to trade more frequently and end up with lower
returns. Social media enhances this speculative behavior in overconfident investors.
Especially young male adults are found to be more overconfident than others while doing
financial transactions (Barber & Odean, 2002, 2013).

To examine the role of gender on overconfidence, a study was carried out by
Barber and Odean in 2006. Data of 37,664 households were collected from a brokerage
firm. Frequency of transactions, types of investments and net return performance of
households was evaluated by taking gender as proxy variable for over confidence. They
noticed that men are more overconfident than women because of high frequency of their

trading and thus in doing so they end up into low returns (Strahilevitz et al., 2011).

24



A study conducted in 2013 in Palestinian Stock Exchange on 400 respondents
showed that overconfidence influences investment decisions. Out of 400 investors,
69.25% investors were found to view them better decision makers than they really are.
(Nada, 2013).

A twostep study was conducted in Germany in 2013 to develop a reliable tool to
measure over-confidence. The authors concluded that gender is not significantly
correlated with overconfidence (Michailova & Katter, 2014). Likewise, Jamil and Kahn
(2016) found that gender plays no significant role in shaping confidence level of
investors, but it is experience and clarity of goals that make decisions’ quality of both
groups different.

The relationship between financial behavior in terms of credit instruments and
confidence with respect to satisfaction was studied by Atlas et al. (2019). They named
subjective knowledge as confidence and concluded that confidence leads to proactive
financial decisions (i.e., investor use credit card more frequently) while over confidence
not only distract the investor’s decision-making ability but also influence behavior in
negative way. However subjective knowledge and objective knowledge collectively are
important for investor’s financial satisfaction.

The current study will also be helpful for investors in modifying their investment
behavior. When someone act spontaneously against any action, reaction is generated but
when someone logically behave and show planned behavior against an action, the
reaction turns into “response”. This is what the current study aims; converting action to
responses to make investor understand why they are taking specific actions and how to
modify their selection of investment choices wisely.

As a result, investment choices could be judged based on the risk tolerance level,
objective financial literacy, and investment intentions. More specifically, stock and types
of bank deposits selection is influenced by subjective financial literacy and extraversion
personality traits of big-five model. (Aren et al., 2021; Aren & Zengin, 2016).

There are many antecedents of individual investor’s behaviors. Some factors may
have a major influence while others may have a influence on the individual investment
behaviors. It is therefore important to increase public awareness about available
investment options, so that people can use their limited financial resources in more

efficient manners. Thus, there is still a need to explore and understand the role of
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Financial Literacy, Experience, Risk Tolerance, Investment Philosophy and Confidence
in shaping investment behavior.

For this purpose, in this study several relevant hypotheses were constructed as
follows:

H7: Investors’ Self-Confidence affects Investment Choices of retail investors.
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3. DATA AND METHODOLOGY

The current study tends to compare the investment behavior of the retail investors
in Tirkiye and Pakistan. Details about the sample, sample composition, pilot survey
statistics, data collection method, descriptive and inferential analysis of data along with
the reliability and validity measures of the instrument used in the study are discussed in

detail in this section.

3.1. Sample

As the economy of Pakistan and Tiirkiye is not fully documented, the study kept
into consideration the banked population of both countries. According to the report of the
World Bank entitled “The Unbanked” (2018), the unbanked population in the world is
almost 1.7 billion. The share of women in the unbaked population is high, i.e., 980 million
women do not possess any type of a formal or informal account. Almost 30 percent of
the unbanked adults are between the age 15 and 24 (World Bank 2018; The Unbanked).

Although the population of Pakistan is 220 million and the population of Tiirkiye
is 85 million, the population that under the definition of banked population of Pakistan
and Tiirkiye narrows down the difference. The banked population in Tiirkiye is almost
68%7* i.e. 58.19 million (The Fintech market in Turkey the fintech sector and its potential
and financial health in Turkey, 2019) and in Pakistan the statistics is 55% (110 million).
whereas the unbanked population of women in Tiirkiye is 60% (The Fintech market in
Turkey the fintech sector and its potential and financial health in Turkey, 2019) and
Pakistan is 80%.

The Population composition of age in both countries is almost the same i.e., age
group 18-64 represents largest segment of population. Our sample did not consider:

e Population below 18 years

e Unbanked population

The population of Pakistan in the age bracket 15-64 is above 60% while it is
67.9% in Tiirkiye. For this reason, the sample takes into the consideration the respondents
above 18 years. Another reason is, in Pakistan, National Identity Card (CNIC) is not
issued to persons under 18 years of age. Minors can open accounts in any financial

institute or banks etc., but they are joint accounts with guardian/Parents. In Pakistan,
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11.00% of population comprises the age of 15-19'23. Table 3.1.1. presents the key
population statistics of both countries. Other details about the population of Pakistan and
Tirkiye are briefly attached in Appendix 1.

By considering the above information, purposive sampling method is used. The
sub target population of this study is retail investors of Tiirkiye and Pakistan with some
basic financial knowledge or investment experience in a variety of products including
stocks/shares, foreign currency, mutual funds, term deposits, insurance etc. Present study
tends to analyse the investment behavior of different individuals with different
employment/work backgrounds, age, income level, gender, marital status and academic
qualification. The research relies on the primary data gathered through a structured
questionnaire. In Pakistan data was collected through a private research firm. In Tiirkiye,
the questionnaire was translated to Turkish language and then distributed to respondents
with the help of data collecting firm. Data is collected between Oct 2020 to April 2021.
Investors working in financial companies, trading on stock exchanges, clients of
brokerage firms and banking customers who have any kind of investment accounts,
saving accounts and term deposit certificate are part of the sample. As the study is
analyzing investment choices as the dependent variable, expert opinions, central bank
surveys and investments banks financial reports are used to get the information about the

variety of investment choices.

Table 3.1.1. Population statistics of Pakistan and Tiirkiye

Country Pakistan Tiirkiye
Population 220.89 million 84.34 million
Literate Population 60.1% 96.7%

Age wise population groups (%)

0-14 years 34.84% 23.93%

15-64 years 60.83% 67.07%
Above 65 4.34% 6%
Economy Lower Middle Income Upper Middle Income

! https://data.worldbank.org/indicator
2 https://data.tuik.gov.tr/
3 https://www.sbp.org.pk/
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3.2.  Questionnaire

A structured questionnaire was developed after reviewing the related literature
and several rounds of online discussions with 3 professors, 2 personals working on top
positions in Nokia Pakistan. One person Working as a Financial Analyst in PSX (Pakistan
Stock exchange) and another person working as MD in Skill Development Council
Islamabad Pakistan. This step is done to develop content validity. A questionnaire
covering 7 constructs was developed by combining different scales and then circulated
for pilot survey. The items included in the questionnaire were already pre-tested and
validated in several studies in the past. The 43 Item questionnaire along with all the
coding and explanations is attached in Appendix 2 and 3 respectively.

Initially the data of 83 respondents was collected for pilot study. As a general rule,
30 or more respondents/ data points are enough for pilot study (Johanson & Brooks, 2010;
Thabane et al., 2010). Among 83 respondents, 3 responses were duplicated and 5 were
incomplete. Hence, complete responses were 75. After cleaning the data by removing
missing values, outliers, and duplicate entries, responses were analyzed using SPSS.
Coding of responses was done in Excel. Amos and SPSS were used to analyze the data.
Validity tests and reliability tests were applied. Validity is used to check the accuracy of
measure, while reliability tells the consistency of results.

Demographic information related to country, gender, marital status, income level,
occupation and qualification was asked in section 1. In the next section, Experience was
measured based on years of experience in investment and the variety of investments
instruments (Frijns et al., 2014). Investment philosophy was assessed with questions
related to sources of information, time horizons of investments and willingness to choose
variety of investments. To measure Financial Literacy, the overall literacy score is
calculated by combining individual scores of 10 items extracted from Houts and Knoll’s
financial literacy scale developed in 2019. Risk tolerance items were 13 and score is
calculated by combining all individuals item scores on the basis of risk tolerance i.e.,
lower score is given to risk avoiding situations whereas options indicating higher risky
possibilities received maximum score. Self-confidence about investors’ own abilities was
assessed by using a 5-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly
agree). Regarding investment choices, several options from the literature were selected
(Aren & Ding, 2015; Geetha & Ramesh, 2011; Morse, 1998; Michael M. Pompian &
Longo, 2004). According to Grana, which is a newly formed real estate company, there
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are seven investment opportunities available in Pakistan. Foreign exchange, Gold, Term
deposits, Saving schemes, Shares, Bonds, Real Estate. Few Islamic banks are offering
Islamic bonds according to religious preferences of Pakistan’s retail investors. ETFS
(exchange traded funds) are another choice. Investment choices were given scores based
on preferences selection e.g., respondents were asked to select the given investment
choices based on their highly preferred choice. 1st preferred choice was given 100 percent
weightage, second preferred choice was given 2/3 weightage and 3™ preference was given
1/3" weightage. Then these scores were combined to calculate final scores of investment
choices variable.

Moreover, the questionnaire is specifically designed by keeping in mind the
following subjective measures:

e [t can be applicable to people of Pakistan and Tiirkiye with different education
and income levels as well as different levels of financial experience. The pilot
survey results confirmed that questionnaire items can be successfully applied to
diverse populations within countries. Scales from already tested published
studies are implied within the survey to avoid waste of time and resources.

e The questionnaire is developed by keeping in mind the definition of all
constructs used in the study. Within a single construct, questions are carefully
designed to cover a wide variety of concepts especially with respect to general
behaviors, attitudes, and knowledge.

e As 5-point Likert scales is used to measure investors level of self-confidence,
detailed instructions are provided to choose the options (such as strongly agree
should be selected as 5 through to strongly disagree be selected as 1).

e The questions measuring philosophy cover the concepts regarding how
individuals get information to shape their philosophy, the time horizon of
investment they prefer to choose and their willingness to invest in diversified
portfolio.

e With respect to financial literacy, basic questions about interest rate, inflation,
credit card fees, choices of investment and understanding of respondents about
the time value concept was asked by keeping in mind that data is to be compared
among respondents of two countries.

e Asthe data was collected online, investment choices are limited to quite familiar

and common choices to remove the ambiguity of “understanding and selection”,
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by keeping in mind the minimum qualification requirement to fill the
questionnaire.

e FEach of the core questions provides useful information. The language of
questions was kept simple i.e., no complex terminology is used to make the
questionnaire easily understandable. Questionnaire details are given in Table

3.2.1. while Appendix 3 is about the coding used for the questionnaire options.

Table 3.2.1. Scale used and Questionnaire Items Description

Variables Scale used

Financial Literacy Houts and knoll, 2019. (10 items scale)

Nanda and Moa’mer, 2013, Metilda and Mishra, 2015

Experience )
(2 Questions)

Grable and Lytton, 1999 (13 item),
Risk Tolerance Self-Assessment Question 01 (Gilliam et al., 2010;
Marinellie et. al. in 2017)

Self Confidence (Assessment level) Asaad 2015; Khan, Shah and Bangesh, 2019 (5 item)
Philosophy and Goals Great west Life Assurance Company (5 items)
Demographic Variables 6 Questions

1: Morse, 1998 (on the basis of Risk)

2: Aren and Aydimer, 2015; Pompian and Longo,2004

1 Question

(Investment choices are categorized based on Risk and

then given weights i.e., 1st preference is given 100%
Choices/Intentions weight, 2nd preference is given 2/3rd weight and 3rd

preference is given 1/3rd weight).

For investment Choices Experts opinion, central bank

surveys and investments banks financial reports are used

to get information about investment choices context

from literature.

3.3. Pilot Study

A pilot study was conducted to check the accuracy of the scale. A pilot study is a
piece of work carried out independently as a “check-up” for main study (In 2017;
Lancaster, Dodd, and Williamson 2004). The purpose of a pilot survey is to refine the

options and language of questionnaire after receiving feed backs from different
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respondents. Pilot study is a type of preliminary study that also helps to check reliability
of scales used for each variable. Pilot survey assists to refine target audience and give
lead to identify more specific sample. It also serves in identification of the difficulties
faced by the respondents to understand wording as well as any errors/flaws in

questionnaire (Srinivasan and Lohith 2017, p. 43).

3.3.1. Descriptive Statistics

Descriptive statistics reveals about the composition and features of the data. The
descriptive statistics of pilot data revealed that males’ respondents have major share in
sample i.e., 59/75 males, while the respondents having qualification masters and above
were dominating. 50% of sample was comprised of the age group between 26 to 54. The
occupation variable has “employee” as a highly reported trait. The income groups up to

$2504 is dominating the samples. The other details are set out in Table 3.3.1.

Table 3.3.1. (Continued)
Descriptive Analysis of Pilot Study

Variables Frequency Percent
3a: Gender
Female 16 21.3
Male 59 78.7
Total 75 100.0
3b: Marital Status
Married 37 49.3
Unmarried 36 48.0
Discovered/widow 2 2.7
Total 75 100.0
3c: Age
18-25 24 32.0
26-54 38 50.7
55-64 9 12.0
65-above 4 53
Total 75 100.0
(continued)
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Variables Frequency Percent

3d: Education level

Less than High School (less than 12 years) 3 4.0
Senior High School (colleges, 12 years) 7 9.3
University (Bachelor 2-4 years) 32 42.7
Masters/PHD 33 44.0
Total 75 100.0
3e: Average Monthly Income
Under Rs 55000 31 413
Rs 55001 to Rs 210,000 28 37.3
Rs 210,001 to Rs 320,000 12 16
Rs 320,001 to Rs 425,000 1 1.3
425001 and above 3 4
Total 75 100
3f: Occupation
Employer 11 14.7
Employee 32 42.7
Self-employed 15 20
Students/scholarship holders 17 22.7
Total 75 100

Note: The above table represents the descriptive statistics of variables Gender, Marital Status, Age,
Education, Income Level and Qualification used in Pilot survey.

The figures from la to 1f represents the bar graphs frequency distribution of
“Demographic” variables. A bar graph/chart is “a graphical representation of categorical
data with rectangular bars having heights or lengths proportional to the values that they

represent”’. The graph provides visual information of different categories in a variable.
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Figure 3.3-1: Frequency representation of Gender
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Figure 3.3-2: Frequency representation of Marital Status
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Figure 3.3-3: Frequency representation of Occupation
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Figure 3.3-4: Frequency representation of Age
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Figure 3.3-5: Frequency representation of Monthly Income
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Table 3.3.2. presents the mean values along with skewness and kurtosis values of
main variables in study. For medium-sized samples (50 < < 300), a general rule is that
if an absolute z-value (also known as z-score) is below 3.29 at the alpha level 0.05 than
accept the null hypothesis that sample data is normality distributed (Finch, 1992). A z-
score provides information on how far the data point is from the mean. In table 3.3.2, z-
scores for all variables are in range. So, the null hypothesis that the data is normally

distribution, is accepted.

Table 3.3.2. Descriptive Analysis of Pilot Survey

Std. .
Std. Skewness z-score* Kurtosis

variables N Min. Max. Mean D Error (alh) Error score**
ev. a b a J (c/d)
Investment
] 75 3.67 1567 9.18 3.31 367 277 1.32 -.87 548  -1.58
choices

Experience 75 .00 5.00 209 1.51 420 277 1.52 -1.02 548 -1.85

Financial

75 .00 9.00 5.08 221 -.065 277 -0.23 -.93 548 -1.70
literacy
Self -

75 5.00 25.00 17.10 3.93 -.672 277 -2.43 .82 548 1.49
Confidence
Risk Tolerance 75 13.00 42.00 26.77 6.99 117 277 0.42 -45 548 -0.82
Investment

75 8.00 22.00 14.71 3.51 310 277 1.12 =77 548  -1.41
Philosophy

The variables of Investment choices, Financial Literacy, Risk Tolerance,
Investment Philosophy, Self Confidence and Experience are continuous variables. Total
Score of Experience is calculated by adding the score of years of experience and the
variety of products an investor, invested in past. The sample is made up of investors
having relatively moderate level of experience (M = 2.09, SD = 1.51) with moderate risk
tolerance level (M= 26.77, SD= 6.99). The Financial Literacy mean value is 5.08
(SD=2.21). Self-confidence score, however, are tiled slightly toward left (M=17.10,
SD=3.93) showing that investors in sample overestimates their abilities to predict the
financial markets with less moderate aggressive philosophy (M=14.72, SD =3.51). This
may be due to the presence of young investors in sample (the most frequent age group in

the sample ranges from 26-54, as depicted in table 3.3.1.).
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3.3.2. Inferential Analysis

In order to verify whether a designed instrument is meaningful enough to measure
the underlying concept with accuracy, validity and reliability of the instrument is checked
(Antony et al., 2012; Mccroskey, 1992; Neuendorf, K., 2011; Revelle & Condon, 2018).
There are three types of validity: Content, Criterion and Construct. The Content validity
is a subjective assessment of an instrument and is checked with the help of literature and
experts. It tells whether the items underlying the construct convers the important aspects
or not. Criterion validity is used to check whether the construct used gives somewhat
consistent results with the construct used in the past to explain similar concept i.e.,
“measure of interest related to measure of established validity”. For example, the financial
literacy scale covers the inflation, interest, and diversification concepts to measure
literacy of investors. However, it is difficult to measure the criterion validity accurately
in social sciences because of its “relative” nature. Construct validity on the other hand
occurs when operational definition matches the actual measurement. It is a type of internal
validity. Construct validity in facts describes how well the items/experiment/test
measures what it claims to measure. Correlation between the items are sometimes used
to check construct validity (Srinivasan & Lohith, 2017). Reliability however informs
about the consistence of results obtained from specific measurement instrument.
Cronbach coefficient Alpha is a useful criterion to measure instrument reliability (Ercan
et al., 2007).

e To check the internal consistency of a scale, three methods are useful:
e Inter Item Correlation, “7”
e Cronbach’s Coefficient Alpha. “a”

e Item Total Correlation

The Tables from 3.3.4. and 3.3.5. to 3.3.9. contain information about the
reliability and validity of different constructs/concepts used in the study. Although the
quality of information obtained from Cronbach coefficient alpha is sensitive to sample
size used i.e. the alpha obtained from large sample have a propensity to produce more
precise estimate of population (Javali et al., 2011; Yurdugiil, 2008), it gives somewhat a
good idea to gain an initial understanding of the accuracy of instrument (Aminu & Mohd

Shariff, 2015).

Table 3.3.3. Questionnaire Items’ Reliability for Pilot Data
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Case summary

Cases N %
Valid 75 100.0
Excluded 0 .0
Total 75 100.0

Table 3.3.4. Reliability Statistics

Cronbach’s Alpha based on
Standardized Items

.628 736 45

Cronbach’s Alpha No. of Items

Table 3.3.4. reveals that the overall Cronbach Alpha for questionnaire is .628. The
acceptable range of Cronbach Alpha ranges from .6 to 1, where .6 is acceptable (G.
Pontekotto and E. Ruckdeschel 2007; Hays, Hayashi, and Stewart 1989; Khidzir, Ismail,
and Abdullah 2018; Ursachi, Horodnic, and Zait 2015). The total item to each item
correlation between .2 to .7 is recommended (Henrysson, 1963). The item total correlation
is a measure of the reliability of a multi-item scale and a tool for improving such scales.
It is “the correlation between an individual item and the total score without that item”.
Item total correlation value (if p< 0.05) between 0 and .19 implies that the items
measuring the concept are not discriminating well. Values between .19 to .8 indicates
good discrimination.

The last column of these tables presents the correlations, reliability and validity
of Experience, Investment Philosophy, Financial Literacy, Self Confidence and Risk

Tolerance respectively. Item-Total Correlation separately.
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Table 3.3.5. Reliability and Validity of Experience

Reliability 6 items 0.662
Pearson correlation
Total Score
Years of Mutual )
Items ) Stocks bonds Gold Real Estate Others Experience
Experience funds o
(Validity measure)
Years of Experience 1 383%* .044 385%* 522%* 223 -.021 506%*
Stocks 1 .033 567*%* 505%* 124 -.235% 563%*
bonds 1 .012 .096 .002 141 2209%*
Mutual funds 1 341%* 186 -231%* 524%*
Gold 1 297%* -.073 .661%*
Real Estate 1 -.081 367**
Others (Foreign Currency, digital
. £ 1 -.003

currency, term deposits)

** Correlation is significant at the 0.01 level (2-tailed).

* Correlation is significant at the 0.05 level (2-tailed).

40



Table 3.3.6. Reliability and Validity of Experience

Reliability 6 items 0.566
Pearson correlation
Items Purpose major goal anticipate use mvestment nvestment Souree of Item-total validity
philosophy decisions information
purpose 1 314" 428" 292" .088 -.101 519%*
major goal 1 2917 .164 .108 -.010 A487**
anticipate use 1 275" 158 -.042 538%*
investment philosophy 1 129 .083 463%*
investment decisions 1 116 377*
Source of information 1 .149
** Correlation is significant at the 0.01 level (2-tailed). * Correlation is significant at the 0.05 level (2-tailed).
Table 3.3.7. Reliability and validity of Self-Confidence
Reliability 5 items 0.715
Pearson correlation
Items SC1 SC2 SC3 SC4 SCs Item-total correlation
belief to predict market accurately (SC1) 1 627** 374%* 0.224 238%* S518%*
Rate competence more than actual (SC2) 1 .293* 0.151 .263* A481%%*
I rate my decisions better than actual (SC3) 1 A430%* 408** S542%%*
Overconfident while assessing abilities (SC4) 1 365%* 400%*
I overestimate my ability to make investments (SC5) 1 A438%*

** Correlation is significant at the 0.01 level (1-tailed). * Correlation is significant at the 0.05 level (1-tailed).
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Table 3.3.8. Reliability and Validity of Financial Literacy

Reliability 10 items 0.602
Pearson correlation
Item-total
Items F1 F2 F3 F4 F5 F6 F7 F8 F9 F10
validity

Inflation and rate of return (F1) 1 201*  .245% 319%* 336%* 332%* -.086 .022 .007 .044 A444%*
Interest rate and bond prices (F2) 1 298%* 191 276%* 228%* .061 185 11 .061 A81**
Investment offers highest return in long run

1 A437** 292%* .144 .031 305%* .032 .002 522%*
(F3)
Highest fluctuation of prices F4) 1 554%* 113 134 187 -.006  -.022 554%*
Risk and diversification (F5) 1 217% 292%%* .034 .160 -.016 .620
Mutual funds expected return (F6) 1 -.248% .099 A450%*%  -.026 A422%%
Whole insurance vs term insurance (F7) 1 -.147 -.192% 136 102%*
Interest paid on loan and time length (F8) 1 226%* -.088 288%*
House/real estate price (F9) 1 -.158 261%*
Credit card interest payment (F10) 1 .081

* Correlation is significant at the 0.05 level (1-tailed). ** Correlation is significant at the 0.01 level (1-tailed).
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Table 3.3.9. Reliability and Validity of Risk Tolerance

Reliability 856
Pearson correlation
Items R1 R2 R3 R4 RS R6 R7 R8 R9 R10 R11 R12 R13 ttem-total
validity

Risk habits (R1) 1 418" .017 303" 448" 337" 268" 456" 335" 265 305" 323" 324 530
Chance game (R2) 1 315%™ 238" 368" 416" 332" 463 374" 335™ 341 497 292 .629
Vacation and lose job (R3) 1 319" 120 413" 345" 374" 328 226" 240" 210" 261" 493
Unexpectedly received (R4) 1 S15% 3107 388™ 432" 257" 400 4077 276 2717 .586
Easy invest (R5) 1 2225 335 3977 216" 234" 212" 426" 240" 521
Risk,” definition(R6) 1 180 394" 448" 365™ 225" 2455 469™ 575
Fluctuating market scenario (R7) 1 489" 348" 3157 502" 460 (184 612
Best/worst-case returns (R8) 1 599" 3277 494 470" 289" 736
Money (R9) 1 2417 433" A84™ 354 .629
$2,000 free fund (R10) 1 404™ 295" 4177 .543
Inheritance of money choices . "
]I 1 250° 276 604
Investment choices (R12) 1 2417 582
How much you invest?

1 520

scenario(R13)
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3.4. Survey of the Study

After conducting the pilot survey, data for the study was collected through an
online survey both from Pakistan and Tiirkiye. Online survey is a good technique to save
time and cost (Duffy et al., 2005). After the approval of the questionnaire by the Ethics
Committee of Anadolu University, a Google Form was used to circulate the questionnaire
in both English and Turkish language. At the beginning of the survey, the research
objectives were briefly described, and participant consent was requested. Complete 592
responses were collected. From Pakistan 364 responses were gathered, however after
filtering the data, complete responses were reduced to 343. From Tiirkiye, out of 260
responses 249 complete responses were analyzed. Descriptive and inferential statistical
analysis was performed to test the significance of differences between the investors of
Pakistan and Tiirkiye. Our total sample has 592 respondents. Usually a sample size > 300
or respondents to item ratio 10:1, is considered enough (Konstantina Vasileiou et al.,
2018; Lenth, 2001; Osborne & Costello, 2004; Yurdugiil, 2008). Hence the sample size
is adequiate for data analysis.

A central purpose of the present study was to compare and investigate the
pathways by which variables affect investment behavior of retail investors in both
countries. For this, two methods were used. The t-test was used to examine the
differences in demeographic variables to find out whether “the associated population
means are significantly different”, while structural path model was used to analyze the

paths for linear relationship between the main variables under study.

3.4.1. Descriptive Statistics

The following tables exhibit sampling composition in terms of demographic
variables (Table 3.4.2. to 3.4.4.). The study sample comprises of 592 retail investors with
variety of backgrounds, age, qualification, experience. TR (nl) section represents the
sample statistics of Turkish retail investors. Descriptive statistics under heading PK(n2)
represents sample of retails investors of Pakistan. The last section of table 3.4.1 with
heading Total (N) represents full sample. Almost 61% (152/249) of Turkish respondents
are males while 76% (260/343) of the respondents from Pakistan are males. Overall, the
sample is comprised of 412 (69 %) males and 180 (31 %) females. Respondents of age

group 26-55 are dominating, indicating that the majority of the respondents are young or
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in the middle age. Almost half (49.85%) of the respondents are employee, 57.60% have
university degree below Ph.D./MS level and above high school. Almost 52% of the
respondents fall in income group Rs. $351 to $3510.

Table 3.4.1. Case Processing Summary Full Data

Marital
Demographics Gender Staz:.tluzsl Age Qualification Income Occupation
N 592 592 592 592 592 592
Percent 100.00% 100.00%  100.00% 100.00% 100.00% 100.00%
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Table 3.4.2. Descriptive Statistics of Demographic Variables (Tiirkiye)

Tiirkiye (n1 = 249) Gender Marital Status Age Qualification Income Occupation
Frequency Male 152  Married 92 18-25 87 < High School 3 0-$350 35 Employer 22
Female 97 Unmarried 151 26-55 156 High School 42 $351-$1370 167 Employee 145
Divorced/ 6 56-64 4 University 162 $1371-$2075 27  Self Employed 54
others 64+ 2 MS/PhD 42 $2076-$2760 16 Student 28

$2760-above 4

Mode 1 2 2 3 2 2
Std. Deviation 489 .525 518 .622 795 795
Skewness 456 -.140 -215 -.289 1.288 .635
Std. Error of Skewness 154 154 154 154 154 154
Kurtosis -1.807 -.929 -.847 .559 2.442 -.030
Std. Error of Kurtosis 307 307 307 307 307 307
Minimum 1 1 1 1 1 1
Maximum 2 3 3 4 5 4
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Table 3.4.3. Descriptive Statistics of Demographic Variables (Pakistan)

Pakistan (n2 = 343) Gender Marital Status Age Qualification Income Occupation
Frequency Male 260 Married 216 18-25 111 < High School 2 0-$350 70  Employer 109
Female 83 Unmarried 117 26-55 171 High School 54 $351-$1370 143 Employee 150
Divorced/ 10 56-64 48 University 179 $1371-$2075 86 Self Employed 72
others 64+ 13 MS/PhD 108  $2076-$2760 33 Student 12

$2760-above 11

Mode 1 1 2 3 2 2
Std. Deviation 429 .547 778 .690 1.009 817
Skewness 1.210 .946 677 -.307 611 458
Std. Error of Skewness 132 132 132 132 132 132
Kurtosis -.539 -.154 217 -.489 -.019 -467
Std. Error of Kurtosis 263 263 263 263 263 263
Minimum 1 1 1 1 1 1
Maximum 2 3 4 4 5 4
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Table 3.4.4. Descriptive Statistics of Demographic Variables (Full Data)

N = (nl + n2) =592 Gender Marital Status Age Qualification Income Occupation
Frequency Male 412 Married 308 18-25 198 < High School 5 0-$350 105 Employer 131
Female 180 Unmarried 268 26-55 327 High School 96 $351-$1370 310 Employee 295
Divorced/ 16 56-64 54  University 341 $1371-$2075 113 Self Employed 126
others 64+ 13 MS/PhD 150  $2076-$2760 49  Student 40

$2760-above 15

Mode 1 1 2 3 2 2
Std. Deviation 460 .552 .689 .667 .929 .830
Skewness .854 458 .688 -.257 .856 471
Std. Error of Skewness .100 .100 .100 .100 .100 .100
Kurtosis -1.275 -.882 762 -.156 .656 -221
Std. Error of Kurtosis 201 201 201 201 201 201
Minimum 1 1 1 1 1 1
Maximum 2 3 4 4 5 4
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Figures 3.4-1 to 3.4-6 represent the demographic variables in terms of countries
and categories in variables.

The data is almost virtually identical to those of the pilot survey. Banked
population statistics related to gender and age are also showing almost same trend as

mentioned in the World- Banks reports “The Unbanked” (The World Bank, 2018).

m Gender Males Count Gender Females Count
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Figure 3.4-1: Bar chart of Gender across countries
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Figure 3.4-2: Bar chart of Marital Status across countries
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Figure 3.4-5: Bar chart of Occupation across counties
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Figure 3.4-6: Bar chart of Income across countries

The following tables (From 3.4.5. to 3.4.7.) are about investment preferences. P1,
P2 and P3 represent first, second and third preference respectively. They reveal that the
most frequently chosen first preference of respondents in overall sample is stocks/shares
(23.6%) followed by Gold/Gold Accounts (18.9%) and Real Estate (16.7%). The most

frequently chosen second preference is also stocks/shares, but the percentage dropped to
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18.9% followed by mutual fund (13%) and gold (12.5%). However, the 3rd preference
shifted to Mutual funds (14.7%) followed by foreign currency (14.5%) and Treasury bills/
government bonds/ corporate bonds (12.5%). Country-wise preferences are reported in

table 3.4.8.

Table 3.4.5. First preference

Investment Options Frequency Percent Cumulative
Percent
Real Estate 99 16.7 16.7
Gold/Gold Account 112 18.9 35.6
Account in Local Currency 39 6.6 42.2
Foreign Currency/Account in Foreign Currency 24 4.1 46.3
Islamic Financial Products 20 34 49.7
Treasury bills/ government bonds/ corporate bonds 55 9.3 59.0
Stocks of Shares 140 23.6 82.6
Others 29 4.9 87.5
Mutual Funds 74 12.5 100.0
Total 592 100.0 -
Table 3.4.6. Second preference
Investment Options Frequency Percent Cl;:::lcl:ftve
Real Estate 68 11.5 11.5
Gold/Gold Account 74 12.5 24.0
Account in Local Currency 40 6.8 30.7
Foreign Currency/Account in Foreign Currency 65 11.0 41.7
Islamic Financial Products 59 10.0 51.7
Treasury bills/ government bonds/ corporate bonds 57 9.6 61.3
Stocks of Shares 112 18.9 80.2
Others 14 2.4 82.6
Mutual Funds 77 13.0 95.6
No preferences 26 4.4 100.0
Total 592 100.0 -
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Table 3.4.7. Third preference

Investment Options Frequency Percent Cl;::::tve
Real Estate 53 9.0 9.0
Gold/Gold Account 42 7.1 16.0
Account in Local Currency 33 5.6 21.6
Foreign Currency/Account in Foreign Currency 86 14.5 36.1
Islamic Financial Products 68 11.5 47.6
Treasury bills/ government bonds/ corporate bonds 74 12.5 60.1
Stocks of Shares 62 10.5 70.6
Others 56 9.5 80.1
Mutual Funds 87 14.7 94.8
No Preference 31 52 100.0
Total 592 100.0 -

Table 3.4.8. Most firequently chosen Choices overall in both countries

Country

Investment Options
Tiirkiye Percentage Pakistan Percentage

Real Estate 89 11.91 131 12.73
Gold/Gold Account 169 22.62 59 5.73
Account in Local Currency 56 7.50 55 5.34
Foreign Currency/Account in Foreign

125 16.73 50 4.86
Currency
Islamic Financial Products 11 1.47 136 13.22
Treasury bills/ government bonds/ corporate

35 4.69 151 14.67
bonds
Stocks of Shares 108 14.46 206 20.02
Others 47 6.29 52 5.05
Mutual Funds 49 6.56 189 18.37
No Preference 55 7.36 0 0.00

Table 3.4.8 provides information about the most frequently selected choices by
combining the data of all preferences. The most frequently selected choice by Turkish
retail investors is “Gold/Gold Accounts”, followed by Foreign Currency/Account in

Foreign and the least frequent selected choice is Islamic Financial Products. The most
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frequently selected choice by Pakistani retail investors is “Stocks of Shares”, followed by
Mutual Fund and the least frequently selected choice is “Foreign Currency/ Account in
Foreign Currency”.

As seen in Table 3.4.9, the most frequently chosen first preference of retail
investors in Tiirkiye is Gold/Gold accounts (36.5%), followed by Stocks/shares (24.3%)
and Real estate (13.7%). In Pakistan, the most frequently chosen first preference of retail
investors is Stocks/shares (34.0%), followed by Mutual Funds (20.1%) and real Estate
(25%). The most frequently chosen second preference and third preference of retail
investors in Tirkiye are Gold/Gold accounts and Foreign Currency, while they are
stocks/shares and Mutual funds respectively in Pakistan. Figures 3.4-7 to 3.4-9 represent

the plotted data based on individual preferences and countries.
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Table 3.4.9. Investment Preferences based on countries

First (PI) Second (P2) Third (P3)
Preferences
Tiirkiye Pakistan Tiirkiye Pakistan Tiirkiye Pakistan

Options Fregq. Cum% Fregq. Cum% Fregq. Cum % Fregq. Cum %  Freq. Cum %  Freq. Cum %
Real Estate 34 13.7 65 19 25 10 43 12.5 30 12 23 6.7
Gold/Gold Account 93 51 19 24.5 50 30.1 24 19.5 26 22.5 16 11.4
Account in Local Currency 13 56.2 26 32.1 27 41 13 233 17 293 16 16
Acct. in Foreign Currency/

15 62.2 9 34.7 45 59 20 29.2 65 55.4 21 222
Foreign Currency
Islamic Financial Products 1 62.7 19 40.2 4 60.6 55 452 6 57.8 62 40.2
Treasury bills government

8 65.9 47 53.9 16 67.1 41 57.1 11 62.2 63 58.6
bonds/ corporate bonds
Stocks of Shares 59 89.6 81 77.6 25 77.1 87 82.5 24 71.9 38 69.7
others 21 98 8 79.9 9 80.7 5 84 17 78.7 39 81
Mutual Funds 5 100 69 100 22 89.6 55 100 22 87.6 65 100
No Preferences 0 - 0 - 26 100 - - 31 100 - --
Total 249 - 343 - 249 - 343 - 249 - 343

Note: Freq= frequency.
To adjust the table percentage column is not added but Percentage could be calculated by subtracting corresponding cumulative frequency of options from cumulative
frequency of previous option.
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2nd Investment Prefrence (by Country and Gender)
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3.5. Assessment of Normality and Multicollinearity

Path analysis assumes that the residuals of the variables are normally distributed.
For large samples i.e. n > 300, normality assumption is met when the absolute skewness
and kurtosis values are between +2 and +7 (R. Mishra et al., 2019). Skewness is a
measurement of symmetry of distribution and kurtosis measures how much the scores
cluster in the peak and tail of distribution (the vertical or horizontal distance from axis).
In the current sample, all values of Skewness and Kurtosis are in the normality range.

VIF is used to check multicollinearity. The cut-off point is 5, but the values close
to 3 or lower than 5 are preferable (Srinivasan & Lohith, 2017). In the current sample,
VIF values are smaller than 3. Thus, there is no problem of multicollinearity, which is

one of the most important assumptions of path analysis.

Table 3.5.1. Descriptive Statistics of Main variables

Statistics Self Risk Financial Investment Experience Investment
Confidence Tolerance Literacy Philosophy P Choices
Mode 3.60 29.00 8.00 15.00 5.00 14.00
Mean 3.21 28.36 6.26 14.67 4.89 13.64
Std. Deviation .851 5.56 2.12 3.54 1.80 3.10
Skewness -.422 .072 -.874 258 -.012 -.369
Std. Error of
.100 .100 .100 .100 .100 .100
Skewness
Kurtosis -.337 162 -.049 -.060 =722 -.595
Std. Error of
) 201 201 201 201 201 201
Kurtosis
VIF 1.226 1.638 1.240 1.624 1.533 1.226
Minimum 1.20 13.00 0.00 6.00 1.00 3.00
Maximum 5.00 44.00 10.00 24.00 8.00 18.00
v Valid 592 592 592 592 592 592

Missing 0 0 0 0 0 0

Absolute Skewness +2
Range

Absolute Kurtosis +7
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For the main variables i.e., Experience, Financial Literacy, Assessment of
Confidence, Risk Tolerance, and Investment Choices, descriptive statistics were
analyzed. Pearson’s correlation (r) was checked for association among the variables
(Table 3.5.1). The Study uses multi group path analysis to explain the pattern of
relationship derived from literature. The approach helps to verify whether the direct and
indirect links are invariant across multigroup (Miconi et al., 2017) 1i.e., in this study
between investors’ of Tiirkiye and Pakistan (figure 3.9-1 and 4.3-1 as presented in the
path analysis section of this study).

Descriptive statistics reveal that in the overall sample, the investors under study
have experience in variety of investment options. Minimum score of experience is
reported as 1 and maximum score is 8 % (M= 4.90, SD.= 1.80). However, more than
60.6% of respondents scored 4 or above. The mean score of Self-Confidence is 3.25,
slightly tilt towards higher end (minimum score is 1 and maximum is 5). Figures 6a to 6b
represent data of main variables in graphical form. The mean value of Financial Literacy
1s 6.26 which is in line with the findings of few research done Pakistan and Tiirkiye. In
existing studies, Financial literacy mean score in Pakistan was found to be 69% (Fatima
2019; S. Suhail et al. 2020) and in Tiirkiye almost 52.9 % to 60% was reported (Coskun
et al., 2019; Diizakin & Yilmaz, 2021). The difference in current study data may be due
to the differences in Investment Experience and Self-Confidence (high values of self-
Confidence is assumed to be overconfident) of the samples investigated. The mean value
of Investment Experience (M= 5.13) of investors of Pakistan is slightly higher as
compared to Tiirkiye (M= 4.62). Overall mean value of Philosophy= 14.76, Risk
Tolerance= 28.36. Pakistani investors have slightly high-risk tolerance level (M= 28.69)
as compared to Turkish investors (M=28). Investment Choices scores was calculated in
two steps. In the first step by giving weights to 1%, 2" and 3™ preferences i.e., maximum
weight is given to 1% preference and minimum to 3™, In the second step, the weighted
scores of each individual respondents were added to get the total score of Investment

Choices. The average score of Investment Choices is 13.64.
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3.6. Questionnaire Reliability

To assess the internal consistency of the items in questionnaire, Cronbach Alpha
Coefficient (o)) is considered as a good reliability measure. It is a measure of scale
reliability. In psychology and social sciences the values >.6 is acceptable (G. Pontekotto
and E. Ruckdeschel 2007). However, the value of a also depends on the number of items
in a construct (Ercan et al., 2007; Javali et al., 2011). Alpha is most frequently used but
it is not the most accurate reliability coefficient (Brunner & Siil3, 2005; Cho, 2016). So
composite reliability (CR.) is also calculated.

A composite reliability score is also used to check inter relationship of observed
items. It is calculated by diving the number of items (n) to sum of squared loadings of
items. The value ranges from 0 to 1. The desirable values are between .7 to .9, however
a value above .6 is acceptable (Ab Hamid et al., 2017). For inter item correlation values
between .15 to .50 are acceptable , (Clark and Watson 2015, p. 176). In cross cultural
studies, an issue of non-equivalence is also observed. There are some items that are
adequate for one country, but not performing well in other country although the overall
performance of the whole data is good (Byrne & van de Vijver, 2010). Table 3.6.1
reveals information about Cronbach alpha, CR., and inter-item correlation of main

variables.
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Table 3.6.1. Cronbach's a, Composite Reliability and Interitem Correlation

Cronbach's Alpha Based on

h's Alph N of It
Cronbach’s Alpha Standardized Items ot Ttems
721 72 6
Variables CR: Composite Reliability Interitem correlation
Self Confidence 0.862 443
Investment Philosophy 0.644 350
Financial Literacy 0.605 294
Risk Tolerance 0.755 225
Experience 0.719 231
choices .659 .169
Total 781 361

3.7. Independent Sample t-Test

Independent Sample t-test is used to compare the means of two groups when the

sample has well defined groups. It helps to determine whether the group means in a

sample is statistically significant and is true representation of population.

One of the major assumptions of #-test is normality of independent variables.

Table 3.5.1 presents information about normality regarding Skewness and Kurtosis. All

the variables seem to be normally distributed in the sample of the study.

The current study used Independent Sample #-test to compare means between:

a) Gender (between Males and Females)

b) Countries (Between Tiirkiye and Pakistan)

Thus, the alternative hypotheses with respect to Gender differences are as follows:

Hia: There is a significant difference in Investment Choices of the males and the

females.

Hip: There is a significant difference in the level of Self-Confidence of the males

and the females.

Hic: There is a significant difference in Investment Experience of the males and the

females.

Hiq: There is a significant difference in Investment Philosophy of the males and the

females.
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Hie: There is a significant difference in the level of Financial Literacy between
males and Females.
Hi: There is a significant difference in the level of Risk Tolerance of the males and

the females.

Levene’s Test is used to test the “equality of variances for a variable in two or
more groups’ to check the significance of difference of mean values between the samples
and population”. Levene’s Test for population assumes that “all associated groups have
equal population variances”.

Table 3.7.2 presents the t-test statistics of gender comparison. The first part of
Table (3.7.1) presents group statistics based on males and females. Table 3.7.2 has values
of Levene’s test. All p values are greater than 0.05 hence the equivalence of variance is
assumed. For instance, the Risk Tolerance F (2, 590) =.037, p=.847 > 0.05 indicates that
null hypothesis of equivalence of variance i.e., sample mean is true representation of
population mean can’t be rejected. The second part is about the t-test for “Equivalence of
Sample Means”. It reveals that at 5% confidence interval, except Investment Philosophy
(p=0.791), a significant difference is present in mean score of other variables along
gender. Males retail investors had slightly higher Self Confidence scores (M= 3.30,
SD=.83) than female retail investors (M= 2.98 SD=.847), ¢ (590) =4.27, p=.001. similarly,
male’s retail investors are more experience (M= 5.05, SD=1.80) than female retail
investors (M= 4.53 SD= 1.75), t (590) =3.21, p=.001. The results hold true for Risk
Tolerance (M=28.90, SD = 5.48 for males and M=27.07, SD= 5.54 for females) and
Financial Literacy (M=6.36, SD=2.09 for males and M= 5.99, SD= 2.15 for females).
The mean score of Investment Choices shows marginal significant difference (p = 0.51)
and slightly higher for males (M = 13.78, SD = 3.11) as compared to female respondents
(M= 13.24, SD = 3.05).
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Table 3.7.1. Group Statistics based on Gender

Variables Gender N Mean Std. Deviation Std. Error Mean

Males 412 13.78 3.12 15
Investment Choices

Females 180 13.24 3.05 22

Males 412 3.31 .83 .04
Self-confidence

Females 180 2.98 .84 .06

Males 412 5.05 1.80 .09
Experience

Females 180 4.53 1.75 13

Males 412 14.68 3.54 17
Investment Philosophy

Females 180 14.60 3.52 26

Males 412 6.36 2.09 .10
Financial Literacy

Females 180 5.99 2.15 .16

Males 412 28.90 5.48 27
Risk Tolerance

Females 180 27.07 5.54 41

Table 3.7.2. Independent Samples Test for difference between Genders

Levene's Test for Equality of Variances

t-test for Equality of Means

~ 95% Confidence
g [} — O
= - g g g Interval of the
Variables F Sig. t df ﬁ S5 A 5 Difference
- 22 g
an w2
o A A Lower Upper
Investment Equal variances
) 22 .64 195 590 051 .54 27 -.00 1.08
Choices assumed
Equal variances
59 44 427 590 .000 .32 .07 17 47
Self assumed
Confidence Equal variances
- - 425 336.85 .000 .32 .07 17 47
not assumed
Equal variances
Experience 22 .63 321 590 .001 S1 .16 20 .83
assumed
Investment Equal variances
.00 92 26 343.01 .791 .08 31 -.54 .70
Philosophy not assumed
Financial Equal variances
) 95 32 196 590 .049 37 .19 .00 74
Literacy assumed
Risk Equal variances
.03 84 371 337.66 .000 1.83 49 .86 2.80
Tolerance  not assumed
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Thus, the alternative hypotheses with respect to Country differences are as follows:

Hia: There is a significant difference in Investment Choices of the retail investors
in Tiirkiye and Pakistan.

Hiv: There is a significant difference in the level of Self-Confidence of the retail
investors in Tiirkiye and Pakistan.

Hic: There is a significant difference in Investment Experience of the retail investors
in Tiirkiye and Pakistan.

Higa: There is a significant difference in Investment Philosophy of the retail
investors in Tiirkiye and Pakistan.

Hie: There is a significant difference in the level of Financial Literacy of the retail
investors in Tiirkiye and Pakistan.

His: There is a significant difference in the level of Risk Tolerance of the retail

investors in Tiirkiye and Pakistan.

Table 3.7.4 presents t-test statistics for comparisons of associated means across
countries. All p values are less than 0.05 except for Risk Tolerance F (2, 590) =0.018, p
=.803), the null hypotheses of (Levene's test) equivalence of variance could not be
accepted. The “Equivalence of Sample Means” reveals that at 5% confidence interval,
except investment choices where p is greater than .05 (p=.281) and Risk Tolerance
((p=.159), there is significant difference in associated mean score of other variables across
Countries. It indicates that Investment Philosophy, Financial Literacy score, Investment
experience and Self-assessment of confidence are significantly different in retail investors
of Tiirkiye and Pakistan. While, for the risk tolerance, equivalence of variance hypothesis
holds true. Despite the Mean value of Risk Tolerance is higher in Pakistani respondents
(M=28.61, SD = 5.78) as compared to Turkish respondents (M= 27.97, SD = 5.21) the
difference is not significant at the 95% confidence level (p> .05). Same holds true for
investment choices. (M= 13.77, SD= 2.94 for Tiirkiye and M=13.50, SD = 13.50 for
Pakistan).

70



Table 3.7.3. Group Statistics across Countries

Variables Country N Mean Std. Deviation Std. Error Mean

TR 249 13.77 2.94 0.19
Investment Choices

PK 343 13.50 3.21 0.17

TR 249 2.84 0.90 0.06
Self-confidence

PK 343 3.47 0.71 0.04

TR 249 4.61 1.62 0.10
Experience

PK 343 5.10 1.90 0.10

TR 249 15.06 2.80 0.18
investment Philosophy

PK 343 14.37 3.97 0.21

TR 249 5.99 1.77 0.11
Financial Literacy

PK 343 6.44 2.33 0.13

TR 249 27.98 5.22 0.33
Risk Tolerance

PK 343 28.62 5.79 0.31

Table 3.7.4. Independent Samples Test for Difference between Countries

Levene's Test for Equality of Variances

t-test for Equality of Means

—~ 95% Confidence
9 (5] - O
% s 2 28 Interval of the
Variables F Sig. t df Aot S g =3} % Difference
S 2 gk
s )
7 A 2 Lower Upper
Investment E4qual variances
7.62 0.01 1.08 55894 0.28 0.27 0.25 -0.23 0.77
Choices not assumed
self Equal variances
2481 0.00 9.21 45542 0.00 -0.63 0.07 -0.77 -0.50
Confidence not assumed
Experience Equal variances
7.34 0.01 336 575.08 0.00 -0.49 0.15 -0.77 -0.20
not assumed
Investment Equal variances
31.39 0.00 249 589.51 0.01 0.69 0.28 0.14 1.24
Philosophy not assumed
Financial Equal variances
3432 0.00 2.68 588.82 0.01 -045 0.17 -0.78 -0.12
Literacy not assumed
Risk Equal variances
0.02 0.89 1.39 590.00 0.17 -0.64 0.46 -1.55 0.27
Tolerance  assumed
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3.8.  Path Analysis: Investment Behavior of Retail Investors in TR and PK

In the current study, path analysis is used to assess the investment behavior of
retail investors in Tiirkiye and Pakistan. Although prior studies have investigated the
behavior of retail investors in Tiirkiye and Pakistan separately, these relations have not
been empirically examined together in both countries to the best of our knowledge.
Moreover, no similar comparative study between Pakistan and Tirkiye with respect to
retail investor behavior seems to exist.

Path Analysis is a variation and extension of multiple regression Analysis (Stage
et al., 2004). It is used to examine “chain of Influence” i.e., when “A” influence “B” and
“B” influence “C” and so on. Thus, a cumulative effect is calculated for the dependent
variable at the end of a path. Path Analysis is convenient for complex models and can be
successfully applied to models having latent variables. It is a useful technique to compare
and select the best model that fit the data well (Wardrop & Loehlin, 1987). It does not
intend to determine causality but tries to find out if there exist any meaningful patterns in
the data. Path analysis aims to determine what influences endogenous/downstream
variables (the variable that is influenced/determined by other present variables in the
statistical model), how the exogenous variables/source variables (the observed variable)
interact i.e., their covariances, and which pathways are essential (decided in part by the
exogenous variables' variances). Path analysis is also referred to as a multivariate multiple
path analysis (Carey, 1998). Path Analysis can be used for the studies where one or more
than one variable is supposed to mediate the relationship between two other variables. By
using path diagram, path analysis gives estimates of the magnitude and significance of
hypothesized causal connections among sets of variables in a visual layout. A path
diagram serves as a visual tool to summarize the results of a path model. A path
coefficient shows the direct effect of the “cause” variable on the “effect” variable (Kyndt
& Onghena, 2014).

Path Analysis assumes that the endogenous variables are entirely determined or
impacted by the exogenous factors. They are not free to change on their own, but only in
reaction to the exogenous variables. It is based on a model testing approach, not a model
building approach. Theoretical links however can help to develop understanding for good
models, because the direction of casual paths is derived from theory (Stage et al., 2004;

Streiner, 2005).
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3.8.1. Hypothesis

In context of the current study, two main hypotheses were generated based on

several supportive links from the literature, which are summarized below:

1. Financial Literacy is positively associated with Investment Experience (Frijns et
al., 2014; Hogarth & Hilgert, 2002).

2. Financial Literacy and Investment Experience influence Risk Tolerance (Awais
et al., 2016; Rahmawati et al., 2015)

3. Risk Tolerance and Investment Experience are positively related (Hoffmann &
Post, 2017)

4. Investment Experience is directly linked with Investment Choices (Malmendier,
2021; Senda et al., 2020).

5. Risk Tolerance level directly influence the Investment Choices (De Giorgi, 2011;
M. Pompian, 2008).

6. Risk Tolerance and Investment Experience positively influence the Investment
Philosophy (Trutmann, Heinke, and Rieskamp 2021).

7. Investment Philosophy positively influence Investment Choices (Haws, 2021)

The hypothesis to be tested with Path Analysis were formulated as follows:

e Hoqi): Financial Literacy influences investment behavior of retail investors in
Tirkiye and Pakistan.

e How): Investment Experience influences investment behavior of retail
investors in Tiirkiye and Pakistan.

e Hos3): Risk Tolerance influences investment behavior of retail investors in
Tirkiye and Pakistan.

e Hows): Investment Philosophy influences investment behavior of retail
investors in Tiirkiye and Pakistan

e Hogs): Self Confidence influences investment behavior of retail investors in

Tiirkiye and Pakistan.

Related to Effect size:
e Howi): The effect size of Financial Literacy differs significantly among the

retail investors in Tiirkiye and Pakistan.
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e How2): The effect size of Investment Experience differs significantly among
the retail investors in Tiirkiye and Pakistan.

e Hows): The effect size of Risk Tolerance differs significantly among the retail
investors in Tiirkiye and Pakistan.

e Ho(): The effect size of Investment Philosophy differs significantly among
the retail investors in Tiirkiye and Pakistan.

e Ho(): The effect size of Self- Confidence differs significantly among the

retail investors in Tiirkiye and Pakistan.

3.8.2. Assumptions of Path Analysis

Path analysis is based on the following fundamental assumptions:
1) Multivariate normality (checked through Kurtosis values)
2) Linear association of variables in a model (checked through Pearson bivariate
correlation)
3) Recursive (all arrows are in one direction)

4) Continuous endogenous variables

For univariate normality in large samples i.e. n > 300, normality assumption is
met when the absolute skewness and kurtosis values are between +2 and +7 (R. Mishra
et al., 2019). According to Byrne (2010), kurtosis is more relevant in the context of path
analysis and SEM since skewness influences mainly mean values whereas kurtosis
influences variances and covariances. Multivariate normality is assessed by analyzing the
Mahalanobis distance. Mahalanobis distance is the distance of a data point from the
multivariate mean. Cases with Mahalanobis d-squared (d? ) values are analyzed to detect
multivariate outliers. For outlier detection, Byrne (2010) suggested that any data case
whose Mahalanobis d? value departs substantially from the others within the dataset is
most likely to be an outlier. Table 3.8.1 presents multivariate normality test results. The
multivariate absolute CR value is 1.176 (at alpha .05, the CR <-1.96 or >1.96, the
normality assumption holds true). However, the Mahalanobis squared distance for
observation 26 (table 3.8.2) is relatively far too away from other data points. (P1<.000).
After deleting the outlier from the data 42 value reduced from 121.192 (21) to 103.649
(21).
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Table 3.8.1. Test for Multivariate Normality

Variable (N=592) min max kurtosis CR

Financial Literacy .000 10.000 -.058 -.290
Experience 1.000 8.000 =727 -3.608
Risk Tolerance 13.000 44.000 151 749

Investment Philosophy 6.000 24.000 -.069 -.344
Self Confidence 1.200 5.000 -.345 -1.712
Investment Choices 3.000 18.000 -.600 -2.979
Multivariate 947 1.176

Note: CR stands for critical ratio, chi-square = 121.192 (21)

Table 3.8.2. Mahalanobis Distances

Serial # case number Mahalanobis d-squared pl p2
1 26 32.971 0.000 0.006
2 41 20.426 0.002 0.4
3 263 18.469 0.005 0.59
4 277 16.594 0.011 0.886
5 76 15.902 0.014 0.925
6 65 15.896 0.014 0.851
7 135 15.844 0.015 0.762
8 198 15.671 0.016 0.707
9 582 15.656 0.016 0.586
10 204 15.084 0.02 0.725
99 319 9.052 0.171 0.562

Note: Top 10 values are presented only.

3.9. Correlation

A Pearson correlation table is given in Table 3.9.1. Correlation is a “measure of
dependence between two random variables that can take values between -1 and 1”. A
Pearson correlation coefficient (7) is computed to assess the linear relationship between

variables. The table 3.9.1 reveals that there is a positive relationship between all variables.
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A positive value assumes that when one variable increases the other variable also

increases. However, correlation does not inform about the direction of variables

relationship.

Table 3.9.1. Correlations, Mean Values and Std. Dev. of the Variables

_ 3 3 Q s = F=J 2
, 58 -5 5§ 42 2% 28 =3 ES
Variables = o 2 = 2R s 2 = 3 s =2 B 3
g = ©“ =2 a S o 2 °cE =g =%
Ele ST = EE£ EC a3
Financial Literacy 1 245%%  421**  305%*  260%%  177** 6.25 2.12
Self Confidence 1 391**  332%* D1 7** 272%* 3.21 .849
Experience 1 A493%*%  468%* 341%* 4.89 1.80
Risk Tolerance 1 .539%* A70%* 28.37 5.53
Investment
1 ATT7** 14.66  3.54
Philosophy
Investment
. 1 13.62  3.10
Choices

**Correlation is significant at 0.01 level (2 tailed)

Table 3.9.1 provides information about the bivariant correlation (r) of variables
under study. For example, the correlation between Financial Literacy and Self Confidence
(r =.245, P <.001), Experience (r =.421, P <.001), Investment Philosophy (r = .260, P
< .001) and Investment Choices (r = .177, P < .001) showing weak positive, but
significant relationship. A relatively moderately significant association is observed

between Risk Tolerance and Investment Philosophy (r = .539, P <.001).

4. FINDINGS

After checking the assumptions of path analysis, a hypothesized model was
created. The model is recursive and independent (having no reverse relation between
exogeneous variables). Self Confidence, Investment Philosophy, Investment Choices,
Experience and Risk Tolerance are endogenous variables with error terms el, €2, €3, e4
and e5 respectively, while Financial Literacy is the observed exogenous variable.
Standardized path coefficients and unstandardized path coefficients are used to report the

significance of the relationships between path variables.

In the model, 4 paths are estimated:
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1. Financial Literacy, Experience, Self Confidence, and Investment Choices.
Financial Literacy, Experience, Risk Tolerance, and Investment Choices.

Financial Literacy, Experience, Investment Philosophy to Investment Choices.

A

Financial Literacy, Experience, Risk Tolerance Investment Philosophy to

Investment Choices.

R squared value (R?) explains the percentage of variance in the dependent
variable that can be explained by the independent variable in the model (Eisenhauer,
2009). In the model (Table 4.1.1) R? value is .296, which implies that the predictor
variables are accounted for approximately 30% of the variation in Investment Choices
variable.

Financial literacy has no direct relation with any other variable except Investment
Experience. In other words, Financial Literacy casts its influence in the model through
Investment Experience. These findings are in line with the findings of Frijns, Gilbert, and
Tourani-Rad (2014). A positive relationship between Financial Experience and Financial
Literacy is found in the current model. Investors Self-Confidence increases with
Experience and Financial Literacy (Financial Education) as suggested by Mishra and
Metilda (2015).

Risk Tolerance is influenced by Financial Literacy and Experience. These
findings are in line with the findings of Awais et al. (2016). According to Awais and
others, individual investors make decisions based on their risk tolerance level. Experience
combined with Financial Literacy increases Risk Tolerance. A smart investor learns from
previous experience. However the intensity of the relationship changes with respect to
alternate investment options and the nature of the investment (Nosic & Weber, 2010).

Risk Tolerance has a direct effect on Investment Choices, as pointed out by E.
De Giorgi (2011) and Pompian (2008). Self Confidence also has a direct effect on
Investment Choices.

In the current path diagram, Experience has a direct effect on Investment
Philosophy. Experience and Investment Philosophy linkage is also mentioned in the
literature. As suggested by Trutmann, Heinke, and Rieskamp (2021), Experience tends to
provide a road map for investors to evaluate their investment options based on their

investment philosophy.
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Risk Tolerance does not have a direct influence on Investment Choices but cast
an indirect influence in Investment Choices through Investment Philosophy and Self-
Confidence.

In figure 3.9-1, the Path Diagram showing the direct relations between Investment
Choices, Investment Philosophy and Self Confidence, as well as the indirect relations

between Experience and Risk Tolerance are presented.

SelfConfidence e
FinancialLiteracy
12
.30
.39
@ =
InvestmentChoices
3 4

Experience
XAQ !
= .34

RiskTolerance -4 InvestmentPhilosophy

31

Figure 3.9-1: Path Analysis of Investor Behavior (Overall Model)

4.1. Model Fit Indices

The most widely used model fit indices in path analysis are GFI, NFI, TLI, CFI,
IFI, RFI, CMIN/Df. The values above .90 are acceptable (Stage et al., 2004). The
frequently used two measures RMSEA (The root mean square error of approximation) and
SRMR (Standardized root mean square residual) provide information about residuals’
spread. RMSEA assesses “How far the hypothesized model is from the perfect model”.
SRMR is “The difference between the observed correlation and the model implied
correlation matrix”. RMSEA has a cut-off value close to .05 is recommended although a
value less than .08 is acceptable. The acceptable range for SRMR is between 0 and .08
(Hu & Bentler, 1999). The model fit indices of current path analysis indicated that all the
values are in the acceptable range. GFI (Goodness of Fit Index) =.971, NFI (Normed Fit
Index) =.943, TLI (Tuker-Liwise Index) =.900. CFI (Comparative Fit Index) =.953, IF]
(Incremental Fit Index) = .954, RFI (Relative Fit Index) = .877. X?/df =(CMIN/Df)
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=4.936, RMSEA=.058 and SRMR= .0463. The baseline model met the criteria of adequate
fit, as all the values are in the acceptable range (Appendix 4 presents model fit index
criteria by Kyndt and Onghena (2014)). The Unstandardized and Standardized weights,
Standard errors (S.E), Critical Ratio (CR), p values and R? values of the baseline model
are given in Table 4.1.1. The standardized weights column has path coefficients (slopes,
p) for the regression of Experience on Self- Confidence and Investment Philosophy, Risk
Tolerance on Investment Choices and Investment Philosophy, Self-Confidence, and
Investment Philosophy on Investment Choices as well as Financial Literacy on
Experience. Their Squared Multiple Correlation Coefficient (R?) are also given. These
values describe “the proportion of the variation in the dependent variable explained by

the independent variables in the model”.

Table 4.1.1. The B, S.E, CR, and R? values of the Baseline/ Default model

Variables and links Unstand.ardl- Stan(‘]ardlzed S.E. CR P
-zed weights weights #

Financial
Experience < . 0.36 0.42 0.03 1094  ***
Literacy
Risk Tolerance < Experience 1.52 0.49 0.11 13.33 oAk
Investment
) < Experience 0.52 0.27 0.07 6.88 ok
Philosophy
Investment Risk
< 0.26 0.41 0.02 10.98  ***
Philosophy Tolerance
Self-Confidence < Experience 0.18 0.39 0.02  10.08  ***
Investment Self-
< 0.43 0.12 0.13 3.36 ok
Choices Confidence
Investment Investment
) < ) 0.27 0.31 0.04 7.56 ok
Choices Philosophy
Investment Risk
) < 0.15 0.27 0.02 6.51 ok
Choices Tolerance
Squared Multiple Correlations: (Full- Default model) R
Experience 177
Risk Tolerance 243
Investment Philosophy 345
Self Confidence 153
Investment Choices 296
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4.2. Direct and Indirect Effects

Table 4.2.1 presents standardized values for the direct and indirect effects of the
baseline/default model. Financial Literacy has a direct (unmediated) effect on Experience
only. In other words, when Financial Literacy goes up by 1 standard deviation,
Experience goes up by 0.41 standard deviations. In addition, Financial Literacy has also
an indirect effect on Self Confidence. The standardized indirect (mediated) effect of
Financial Literacy on Self Confidence is .164. Financial Literacy has also an indirect
effect on Risk Tolerance, Self Confidence, and Investment Choices (Effect values are
presented in Table 4.2.1). Investment Choices has a direct effect on three variables i.e.,
the standardized direct effect of Risk Tolerance on Investment Choices is .266,
Investment Philosophy is .311 and Self Confidence is .118. This is in addition to the
indirect effect Risk Tolerance (.072), Investment Experience (.318) and Financial

Literacy (.131) have on Investment Choices.

Table 4.2.1. Effects of the Predictor Variables on Investment Choices

a: Weighted correlations of Main Study Variables for the Total Sample

Standard Direct Effect Financial Expericnce Risk Investment Self Investment
Literacy Tolerance ~ Philosophy  Confidence Choices

Financial Literacy 1

Experience 421%* 1

Risk Tolerance - 0.493** 1

Investment Philosophy - 0.267** 0.408** 1

Self Confidence 0.391** - - 1

Investment Choices - - 0.266** 0.311 118** 1

Note ***p < .001

b. Standardized Indirect Effects

) Financial ) Risk Investment
Variables . Experience . Self Confidence
Literacy Tolerance Philosophy
Experience -
Risk Tolerance 208 -
Investment Philosophy 197 201 -
Self Confidence .164 - - -
Investment Choices 136 323 127 - -
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4.3. Country-wise Comparison

After checking the relationship of the variables of the study in the hypothesized
model, the next step is to compare the country-wise models. Models for Tiirkiye and for
Pakistan were developed and analyzed for this purpose. The regression weights () of all
the variables are significant ( p <.05) in both models.

The goodness of fit measures for the individual models of retail investors in
Tiirkiye and Pakistan are presented in Table 4.3.1. The model fit was better for Tiirkiye
(CFI=.961, RMSEA=.074, CMIN/DF = 2.349) compared to Pakistan (CFI=.929, RMSEA
= .141, CMIN/DF = 7.74). Table 4.3.2 presents the total effect of all variables for both
models. The effect of Financial Literacy on Investment Experience of Turkish (5.99 +
1.76) and Pakistani Investors (6.44 + 2.33) is almost the same (41%) at p <.001.

Due to relatively lower goodness of fit values for Pakistan, Turkish Model seems
to explain influence of other variables on Investment Choices better than Pakistani Model.
For Tiirkiye (as seen in Table 4.3.3), R? value is .115, which implies that the predictor
variables are accounted for approximately 11.5% of the variation in Investment Choices
variable. For Pakistan (as seen in Table 4.3.4), R?value is .431, which implies that the
predictor variables in the model are accounted for almost 43.1% of the variation in
Investment Choices variable. The path coefficients () are the parameters of the model
and represent the estimates of effective connectivity. Path coefficient represents the
response of the endogenous variable to a unit change in an exogenous variable when other
variables in the model are held constant. The path coefficients in both models are also
significantly different for same paths which indicates that the nature of relationship of
variables in two models are different. For example, the total effect of Risk Tolerance on
Investment Choices in Turkish model is .234 and in Pakistan it is .492. The total effects

of all predictors on Investment choices for both models are provided in Table 4.3.2.
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Table 4.3.1. Model Fit Comparison between Tiirkiye and Pakistan

Model Fit Measure Tiirkiye Pakistan
%2 Test of Model Fit (df) 16.43 (7) 54.22(7)
P(x2) 0.024 0.000
Cmin/df 2.349 7.74
CFI 961 929
RMSEA (90% CI) 0.074 0.141
P (RMSEA <.05)** 0.17 0.00
SRMR 0.048 0.0767
NFI 0.936 0.928
Table 4.3.2. Standardized Total Effects in grouping Models
Tiirkiye Pakistan

—_ [ o [0 = > — [ o [0 = o>
Variables 5 g? % ) % o § g @ 5 2? % 4 % = § g g‘

£ 58 £5 8% 3f £z 3§ &35 3% %E

SR« = S EE£ B 4 = 3 E&
Experience 0.41 - - - - 0.41 - - -
Risk Tolerance 0.21 0.50 - - - 0.20 0.48 - - -
Self Confidence 0.13 0.31 - - - 0.18 0.43 - - -
Investment

0.16 0.39 0.33 - - 022 053 045 - -
Philosophy
Investment

0.08 0.20 0.23 0.15 0.14 0.17 040 049 0.13 0.36
Choices

TR PAK

FinancialLiteracy

RiskTolerance:

InvestmentPhilosephy

Financial teracy

RiskTolerance

SelfConfidence

InvestmentPhilosophy

Figure 4.3-1: Path Analysis of Investors’ behavior (Tiirkiye and Pakistan)
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Table 4.3.3. Standardized Regression Weights: (Turkiye)

Variables and links Unstand.ardi- Stan(.]ardized S.E. CR P
-zed weights weights §
Financial
Experience < ] 0.38 0.41 0.05 7.09  xxx
Literacy
Risk Tolerance <& Experience 1.62 0.50 0.18 9.16  ***
Investment )
< Experience 0.39 0.23 0.11 3.55  **=*
Philosophy
Investment Risk
< 0.18 0.33 0.03 512 **=*
Philosophy Tolerance
Self-Confidence €  Experience 0.17 0.31 0.03 5.18  *x*
Investment Self-
) < 0.50 0.15 0.20 2.54 0.01
Choices Confidence
Investment Investment
) < ) 0.14 0.14 0.07 2.02 0.04
Choices Philosophy
Investment Risk
< 0.11 0.19 0.04 2.82 0.01
Choices Tolerance

Squared Multiple Correlations: (Full- Default model)
Financial Literacy

Experience

Risk Tolerance

Investment Philosophy

Self Confidence

Investment Choices

RZ

.000
.168
253
235
.098
115
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Table 4.3.4. Standardized Regression Weights: (Pakistan)

Variables and links Unstand.ardi- Stan(.]ardized S.E. CR P
-zed weights weights §
Financial
Experience < ] 0.34 0.41 0.04 8.41  ***
Literacy
10.2
Risk Tolerance < Experience 1.46 0.48 0.14 . oAk
Investment
<& Experience 0.31 0.45 0.03 9.77  ***
Philosophy
Investment Risk
< 0.65 0.31 0.10 6.73 wEx
Philosophy Tolerance
Self-Confidence ~ €  Experience 0.16 0.43 0.02 8.84  ***
Investment Self-
< 0.28 0.36 0.04 6.87 *okk
Choices Confidence
Investment Investment
) < ) 0.18 0.33 0.03 6.44  **x*
Choices Philosophy
Investment Risk
< 0.56 125.00 0.19 296 0.00
Choices Tolerance

Squared Multiple Correlations: (Full- Default model)
Financial Literacy

Experience

Risk Tolerance

Investment Philosophy

Self Confidence

Investment Choices

RZ

.000
172
234
439
186
431
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5. CONCUSION

Understanding the behavior of (retail) investors is critical to determine factors that
may affect investment intentions. Therefore, this study aims to get an insight into retail
investors’ behavior in two different countries i.e., Pakistan and Tiirkiye. The purpose of
the study is to investigate similarities and differences in terms of investment behavior of
investors of Pakistan and Tirkiye in detail. The factors which may influence investment
behavior include financial knowledge, financial experience, investment philosophy,
investment and risk attitude as well as demographic variables. To the best of our
knowledge, this is the first comparative study about the behavior of Turkish and Pakistani
retail investors.

Path Analysis and Independent #-test results reveal that there are significant
differences in investment behavior of retail investors in Tiirkiye and Pakistan. Financial
literacy, Self-Confidence and Investment Philosophy are different for Turkish and
Pakistani Investors. It may be due to socio-economic background and demographic
differences as #-test statistics of Income, Qualification, Occupation and Marital Status
vary significantly across the countries. After analyzing the Financial Literacy items
separately, it was observed that the rate of correct answers for some questions are
significantly different across the respondents of both countries. For instance, the question
related to “Credit Card” transaction is 50% correctly answered by Turkish respondents,
while for Pakistani respondents the rate of correct answer is 20%. The findings of the
study are in line with the findings of a case study conducted in Tiirkiye the financial
inclusion and usage of financial technology, which revealed that Turkish citizens use
credit cards more frequently as compared to 22 other Upper-Middle-Income countries
(The Fintech market in Turkey the fintech sector and its potential and financial health in
Turkey, 2019).

When we analyze overall portfolio of investors including both countries, Risk
tolerance and Investment Choices seem to be very similar. However, a significant
difference is found when the choices are analyzed separately based on their first, second
and third preference. Current findings are in line with the research outcomes of the study
conducted by Dorn and Huberman (2010), which concluded that retail investors adjust
their portfolio in such a manner that the overall composition of the portfolio remains the

same in terms of risk (Dorn & Huberman, 2010).
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The first investment preference for Pakistani respondents is found to be
Stock/Share. This finding contrasts with the findings of Ali et al. (2012), who concluded
that Pakistani respondents are reluctant to invest in stocks and shares. Apparently, it
seems that the shift in investor behavior of Pakistani investors occurred due to structural
regulations in the stock exchange market. Subsequently, in 2016, the three stock
exchanges of the country were merged into a signal stock exchange named as ‘Pakistan
Stock Exchange’ (PSX). The ultimate aim of this merger was to decrease market volatility
and increase investors’ confidence in investment related to share/stocks (Masood &
Campus, 2017).

According to our findings, financial literacy has no direct relation with any other
variable except Investment Experience. In other words, Financial Literacy casts its
influence in the model through Investment Experience. Sabir et al. (2021) also found that
the relationship of investment intention and investment behavior of individual investors
in stock market is significantly influenced by financial literacy.

In the overall sample, mean value of Risk Tolerance, Experience and Self
Confidences is significantly different across gender. Financial Literacy and Investment
Choices are marginally significantly different. However, regarding Investment
Philosophy, no significant difference is found between males and females although the
results vary across countries.

In the current study, Risk Tolerance is significantly different between males (M=
29.06, SD= 4.97) and females (M =26.67, S.D =5.16) and Financial Literacy is also
significantly different between males (M= 6.32, SD=1.54) and females (M = 6.43, S.D =
1.95) in the Turkish sample. Yet, there are no significant differences with respect to
gender for the variables of Investment Philosophy, Investment Choices and Self
Confidence.

As far as Self Confidence of Pakistani investors is concerned, there are significant
differences between males (M= 3.52, SD= .69) and females (M =3.31, S.D =.75.
Investment Experience also found to be different between males (M= 5.20, SD= .1.92)
and females (M =4.75, S.D =1.82). Yet, no significant relationship was found between
Financial Literacy and Demographic variables in Pakistan.

The level of Financial Literacy is found to be lower for Turkish younger

respondents (Financial literacy score was 5.99, p < .05) as compared to middle aged or
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elder respondents (6.33. p<0.05), which is similar to the findings of the study conducted
by Karaa & Kugu, (2016b).

In terms of Investment Philosophy, the items related to usage of funds, portfolio
development and information sources exhibit significantly different responses.

Path Analysis reveals that the strength of exogeneous and endogenous variables’
relationship varies widely across countries. The model fit measures are high for Turkish
sample, as compared to Pakistani Sample. The effect size of the main variables on
Investment Choices is high for Pakistan, but the results for Tiirkiye are more stable.
However, all five variables under the study i.e., Financial Literacy, Risk tolerance,
Investment Philosophy and Self Confidence proved to be a good predictor of Investment
Choices in both countries.

In the current study, the variation in Investment Choices explained by the
predictors is 30% for Pakistan and 11.5% for Tiirkiye. Financial Literacy has no direct
influence on Investment Choices but plays a role of significant mediator between
Investment Philosophy, Risk Tolerance and Investment Choices. Financial Literacy also
moderates the relationship between Self Confidence and Investment Choices.

According to the findings of the study, Financial Literacy together with Risk
Tolerance influences the selection of Investment Choices in Tiirkiye. This finding is in
line with the findings of Aren and Nayman (2020). Moreover, a significant association
was found between Financial Literacy and Self Confidence (r = .291, p= 0.001) as
suggested by Karaa & Kugu (2016a). It was also found that Risk Tolerance level
influences Investment Choices and investment behavior of Pakistani investors (Riaz &
Hunjra, 2012). In general Risk Tolerance was found to be a significant predictor of
Investment Choices . This finding is similar to the findings of Kanten et al., (2018).
Investors’ Confidence also seems to exhibit a substantial increase with Experience and
Financial literacy, which is in line with the study of Bashar & Hammash (2017).

The findings of the current study thus may help financial institutions like
investment banks, savings and loan associations, credit unions, other relevant
organizations, and commercial banks to identify specific retail segments. It will also help
them to customize their products and services according to the needs and demands of their
target clients. It could enhance their understanding of investors’ financial capacity and

investor personality that may influence investment behavior.
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The findings of the study are limited to the subjective nature of variables

911

“Investment Philosophy”" and “Investors’ Confidence”. Thus, generalization of the
findings needs to be considered with caution as the potential for results variance exists.
The current study also inherits the limitations associated with a survey-based study. A
major part of the sample under study comprises of males’ investors, so in future, a sample
with a good representation of female investors may help to unfold their investment
personality and behavior in more meaningful ways.

We used Houts and Knols (2019) questionnaire to measure financial literacy. It is
a comprehensive questionnaire, but it ignores some aspects of modern financial
technologies. It measures basic understanding not the advance financial knowledge. In
the future, researchers may further extend this study by investigating aspects related to
investor’s knowledge about digital currency and their understanding about fintech etc.
Moreover, in the current study only a set of traditional Investment choices options were
considered, by adding other options like derivatives, digital currency and hybrid
investment choices etc. can be helpful to get more deep insight of investors behavior.
Future research could also focus on some other aspects of investors’ behavior like

“Paradox of Choices” and “Cultural Differences”.

88



REFERENCES

Ab Hamid, M. R., Sami, W., & Mohmad Sidek, M. H. (2017). Discriminant Validity
Assessment: Use of Fornell & Larcker criterion versus HTMT Criterion. Journal of
Physics: Conference Series, 890(1). https://doi.org/10.1088/1742-
6596/890/1/012163

Agarwal, R. (2021). Impact of Behavioural Biases in Choosing Investment Avenues: An
Empirical Study. EPRA International Journal of Multidisciplinary Research
(IJMR), 7(4), 198-210. https://doi.org/10.36713/epra2013

Agarwal, S., Driscoll, J. C., Gabaix, X., & Laibson, D. (2007). The Age of Reason:
Financial Decisions Over the life cycle (No. 13191).

Agarwal, S., Driscoll, J. C., Gabaix, X., Laibson, D., Driscoll, J. C., & Laibson, D. (2009).
The Age of Reason: Financial Decisions over the Life Cycle and Implications for
Regulation. Brookings Papers on Economic Activity, 2009(2), 51-101.
https://doi.org/10.1353/eca.0.0067

Ajzen, L. (1991). The Theory of Planned Behavior. Organizational Behavior and Human
Decision Processes, 6(50), 179-211. https://doi.org/10.1016/0749-5978(91)90020-
T

Ajzen, 1. (2011). The theory of planned behaviour : Reactions and reflections. Psychology
& Health, 26(9), 1113—1127. https://doi.org/10.1080/08870446.2011.613995

Akhtar, F., & Das, N. (2020). Investor personality and investment performance : from the
perspective of psychological traits. Qualitative Research in Financial Markets,
12(3), 333-352. https://doi.org/10.1108/QRFM-11-2018-0116

Ali, F., Shafeeq, N., & Ali, M. (2012). Limited Stock Investments in Pakistan.
International  Journal of Business and Management, 7(4), 133-144.
https://doi.org/10.5539/ijbm.v7n4p133

Amagir, A., Groot, W., Maassen, H., Brink, V. Den, & Wilschut, A. (2020). International
Review of Economics Education Financial literacy of high school students in the
Netherlands : knowledge , attitudes , self-efficacy , and behavior. International
Review of  Economics Education, 34(April 2019), 100185.
https://doi.org/10.1016/j.iree.2020.100185

Aminu, I. M., & Mohd Shariff, M. N. (2015). Determinants of SMEs performance in
Nigeria: A pilot study. Mediterranean Journal of Social Sciences, 6(1), 156—164.
https://doi.org/10.5901/mjss.2015.vonlp156

Antony, J., Manville, G., Greatbanks, R., Krishnasamy, R., & Parker, D. W. (2012).
Critical success factors for Lean Six Sigma programmes: A view from middle

management. International Journal of Quality & Reliability Management, 29(1), 7—
20. https://doi.org/10.1108/02656711211190846

&9



Aren, S., & Ding, S. (2015). The Factors Influencing Given Investment Choices of
Individuals. Procedia - Social and Behavioral Sciences, 210, 126—135.
https://doi.org/10.1016/j.sbspro.2015.11.351

Aren, S., Hamamci, H. N., & Ozcan, S. (2021). Moderation effect of pleasure seeking
and loss aversion in the relationship between personality traits and risky investment
intention. Kybernetes, 50(12), 3305-3330. https://doi.org/10.1108/K-05-2020-0278

Aren, S., & Zengin, A. N. (2016). Influence of Financial Literacy and Risk Perception on
Choice of Investment. Procedia - Social and Behavioral Sciences, 235(October),
656—663. https://doi.org/10.1016/j.sbspro.2016.11.047

Asaad, C. T. (2015). Financial literacy and financial behavior : Assessing knowledge and
confidence. 24, 101-117.

Atkinson, A., Mckay, S., Collard, S., Kempson, E., Atkinson, A., Mckay, S., & Collard,
S. (2007). Levels of Financial Capability in the UK. Public Money and Management,
27(1), 29-36. https://doi.org/10.1111/j.1467-9302.2007.00552.x

Atlas, S. A., Ly, J., Micu, P. D., & Porto, N. (2019). Financial Knowledge, Confidence,
Credit Use, and Financial Satisfaction. Financial Knowledge, Confidence, Credit
Use, and Financial Satisfaction, 30(2), 175-190.

Awais, M., Laber, M. F., Nilofer, R., & Khursheed, A. (2016). Impact of Financial
Literacy and Investment Experience on Risk Tolerance and Investment Decisions:
Empirical Evidence from Pakistan. International Journal of Economics and
Financial Issues, 6(1), 73—79. http:www.econjournals.com

Balachandra, L., Briggs, T., Eddleston, K., & Brush, C. (2019). Don’t Pitch Like a Girl!:
How Gender Stereotypes Influence Investor Decisions. Entrepreneurship: Theory
and Practice, 43(1), 116—137. https://doi.org/10.1177/1042258717728028

Bangesh, R., Khattak, Z. zeb, & Khan, H. (2019). The Development of Islamic Finance
and Fostering the Influence of Moral Values and Personal Factors in Investment
Decision. Global Social Science Review (GSSR), IV(1), 34—41.

Barber, B. M., & Odean, T. (2002). Online Investors : Do the Slow Die First ? The Review
of Financial Studies, 15(2), 455-487.

Barber, B. M., & Odean, T. (2013). The Behavior of Individual Investors. In Handbook
of the Economics of Finance (Vol. 2, Issue PB). Elsevier B.V.
https://doi.org/10.1016/B978-0-44-459406-8.00022-6

Bashar, A. K. K., & Hammash, F. Y. (2017). Are Amman Stock Exchange Investors
Overconfident ? International Journal Of Economics and Financiial Issues, 7(2), 7—
10.

Bennet, E., Amoako, L. O., Charles, R. O., Edward, A., & Darkwah, J. A. (2012). The
Impact of Investors’ Sentiment on the Equity Market: Evidence from Ghanaian
Stock Market. International Journal of Business Administration, 3(5), 99-109.
https://doi.org/10.5430/ijba.v3n5p99

90



Bergner, R. M. (2011). New Ideas in Psychology What is behavior ? And so what ? New
Ideas in Psychology, 29(2), 147-155.
https://doi.org/10.1016/;.newideapsych.2010.08.001

Boughton, C. M., & Jackson, K. L. (2020). Variation in the structure and administration
of student-managed investment funds. Managerial Finance, 46(4), 481-488.
https://doi.org/10.1108/MF-06-2018-0252

Brunner, M., & S, H. M. (2005). Making Reliability Reliable: A Systematic Approach
to Reliability Coefficients. Educational and Psychological Measurement, 65(2),
227-240. https://doi.org/10.1177/0013164404268669

Byrne, B. M., & van de Vijver, F. J. R. (2010). Testing for measurement and structural
equivalence in large-scale cross-cultural studies: Addressing the issue of
nonequivalence.  International  Journal of Testing, 10(2), 107-132.
https://doi.org/10.1080/15305051003637306

Carey, G. (1998). Multiple regression and path analysis. Regression & Path Analysis, 1—
15. http://ibgwww.colorado.edu/~carey/p7291dir/handouts/pathanal2.pdf

Chen, T., Ho, R., & Liu, Y. (2019). Investor personality predicts investment
performance ? A statistics and machine learning model investigation. Computers in
Human Behavior, 101(September 2018), 409-416.
https://doi.org/10.1016/j.chb.2018.09.027

Cho, E. (2016). Making Reliability Reliable: A Systematic Approach to Reliability
Coefficients. Organizational ~ Research ~ Methods, 19(4), 651-682.
https://doi.org/10.1177/1094428116656239

Clark, L. A., & Watson, D. (2015). Constructing validity: Basic issues in objective scale
development. In Methodological issues and strategies in clinical research (4th ed.).
(pp. 187-203). https://doi.org/10.1037/14805-012

Colander, D., Follmer, H., Haas, A., Goldberg, M., Juselius, K., Kirman, A., Lux, T.,
Sloth, B., & K, D.-C. (2009). The financial crisis and the systemic failure of
academic economics (No. 09—03; Modeling of Financial Markets, Vol. 2461, Issue
09).

Coskun, A., Sahin, A. M., & Zengin, A. (2019). Financial Literacy in Turkey: A Field
Study to Touch Base with the OECD. International Journal of Research in Business
and Social Science, 8(3), 1-16.

Cuong, P. K., & Jian, Z. (2014). Factors Influencing Individual Investors’ Behavior: An
Empirical Study of the Vietnamese Stock Market. American Journal of Business and
Management, 3(2), 77-94. https://doi.org/10.11634/216796061403527

De Giorgi, E. G. (2011). Loss aversion with multiple investment goals. Mathematic and
Financial Economics, 5(3), 203-227. https://doi.org/10.1007/s11579-011-0057-y

91



Dickason, Z., & Ferreira, S. (2018). Establishing a link between risk tolerance, investor
personality and behavioural finance in South Africa. Cogent Economics & Finance,
6(1), 1-13. https://doi.org/10.1080/23322039.2018.1519898

Dohmen, T., Falk, A., Huffman, D., & Sunde, U. (2006). The intergenerational
transmission of risk and trust attitudes. In Review of Economic Studies (No. 2380;
Vol. 79, Issue 2). https://doi.org/10.1093/restud/rdr027

Dohmen, T., Falk, A., Huffman, D., Sunde, U., Schupp, J., & Wagner, G. G. (2011).
Individual risk attitudes: Measurement, determinants, and behavioral consequences.
Journal of the European  Economic  Association, 9(3), 522-550.
https://doi.org/10.1111/j.1542-4774.2011.01015.x

Dorn, D., & Huberman, G. (2010). Preferred risk habitat of individual investors. Journal
of Financial Economics, 97(1), 155-173.
https://doi.org/10.1016/j.jfineco.2010.03.013

Dufty, B., Smith, K., Terhanian, G., & Bremer, J. (2005). Comparing data from online
and face-to-face surveys. International Journal of Market Research, 47(6), 615—630.
https://doi.org/10.1177/147078530504700602

Durand, R. B., Fung, L., & Limkriangkrai, M. (2019). Myopic Loss Aversion,
Personality, and Gender. Journal of Behavioral Finance, 20(3), 339-353.
https://doi.org/10.1080/15427560.2018.1511562

Diizakin, H., & Yilmaz, S. (2021). Determinants of the Level of Financial Literacy in
Turkey. Copernican Journal of Finance & Accounting, 10(1), 9-30.
https://doi.org/10.12775/cjfa.2021.001

East, R. (1993). Investment decisions and the theory of planned behaviour. Journal of
Economic Psychology, 14, 337-375.

Eisenhauer, J. G. (2009). Explanatory power and statistical significance. Teaching
Statistics, 31(2), 42—46. https://doi.org/10.1111/j.1467-9639.2009.00364.x

Ercan, 1., Yazici, B., Sigirli, D., Ediz, B., & Kan, 1. (2007). Examining cronbach alpha,
theta, omega reliability coefficients according to the sample size. Journal of Modern
Applied Statistical Methods, 6(1), 291-303.
https://doi.org/10.22237/jmasm/1177993560

Fatima, S. (2019). Financial literacy in Pakistan.
https://tribune.com.pk/story/1949358/financial-literacy-pakistan

Finch, J. F. (1992). Structural equation models with nonnormal variables: problems and
remedies. In Dissertation. Arizon State University.

Frijns, B., Gilbert, A., & Tourani-Rad, A. (2014). Learning by doing: The role of financial
experience in financial literacy. Journal of Public Policy, 34(1), 123-154.
https://doi.org/10.1017/S0143814X13000275

G. PONTEKOTTO, J., & E. RUCKDESCHEL, D. (2007). An Overview of Coefficient

92



Alpha and a Reliability Matrix for Estimating Adequacy of Internal Consistency
Coefficients with Psychological Research Measures. Perceptualand Motor Skills,
105, 997-1014.

Gallery, N., Newton, C., & Palm, C. (2011). Framework for Assessing Financial Literacy
and Superannuation Investment Choices Decisions. Business and Finance Journal,
5(2), 3-22. http://ro.uow.edu.au/aabf]

Girling, T., Kirchler, E., Lewis, A., & van Raaij, F. (2009). Psychology, Financial
Decision Making, and Financial Crises. Psychological Science in the Public Interest,
Supplement, 10(1), 1-47. https://doi.org/10.1177/1529100610378437

Geetha, N., & Ramesh, M. (2011). A Study on People * s Preferences in Investment
Behaviour. International Journal of Engineering and Management Research, 1(6),
1-10. http://www.exclusivemba.com/ijemr%0Ahttp://ijjemr.in/wp-
content/uploads/2018/01/A-Study-on-People-Preferences-in-Investment-
Behaviour.pdf.

Gomes, F., Haliassos, M., & Ramadorai, T. (2020). Forthcoming.“Household Finance.”
Journal of Economic Literature.

Grable, J. E., & Lytton. Ruth H. (1999). Financial risk tolerance revisited: the
development of a risk assessment instrumentsx. Financial Service Review, 12, 257—
274.
https://scholar.google.com/scholar?hl=en&as _sdt=0%2C5&q=grable+and-+lytton+
1999&btnG=

Grable, J., Kwak, E. J., Fulk, M., & Routh, A. (2020). A simplified Measure of Investor
Risk  Aversion.  Journal  of  Interdisciplinary  Economics, 1-28.
https://doi.org/10.1177/0260107920924518

Guiso, L., Jappelli, T., & Padula, M. (2013). Pension wealth uncertainty. Journal of Risk
and Insurance, 80(4), 1057-1085. https://doi.org/10.1111/5.1539-
6975.2012.01491.x

Gumanti, T. A. (2009). Teori Sinyal Dalam Manajemen. Universitas Bhayangkara
Jakarta Raya, December 2014, 1-29.

Gutter, M. S., Garrison, S., & Copur, Z. (2010). Social learning opportunities and the
financial behaviors of college students. Family and Consumer Sciences Research
Journal, 38(4), 387-404. https://doi.org/10.1111/j.1552-3934.2010.00034.x

Hani, S., Heru, S. S., & Isworo, E. S. (2020). THE EFFECT OF INVESTMENT
EDUCATION AND INVESTMENT EXPERIENCE ON INVESTMENT
DECISION WITH FINANCIAL KNOWLEDGE AS INTERVENING
VARIABLE. RJOAS, 3(March), 143-150. https://doi.org/10.18551/rjoas.2020-
03.16

Hassan Al-Tamimi, H. A., & Anood Bin Kalli, A. (2009). Financial literacy and
investment decisions of UAE investors. Journal of Risk Finance, 10(5), 500-516.

93



https://doi.org/10.1108/15265940911001402

Hastings, J., & Mitchell, O. S. (2020). How financial literacy and impatience shape
retirement wealth and investment behaviors. Journal of Pension Economics and
Finance, 19(1), 1-20. https://doi.org/10.1017/S1474747218000227

Haws, M. K. (2021). Investor Investment Choices for Better Decsion-Making among
Investment Options. Baker College Flint Michigan.

Hays, R. D., Hayashi, T., & Stewart, A. L. (1989). A five-item measure of socially
desirable response set. In Educational and Psychological Measurement (Vol. 49,
Issue 3, pp. 629-636). https://doi.org/10.1177/001316448904900315

Hendrawaty, E., Irawati, N., & Sadalia, [. (2020). FINANCIAL LITERACY,
DEMOGRAPHIC DIFFERENCES AND FINANCIAL RISK TOLERANCE
LEVEL: A CASE STUDY. Journal of Security and Sustanability Issues, 9(15), 187—
202.

Henrysson, S. (1963). Correction of item-total correlations in item analysis.
Psychometrika, 28(2), 211-218. https://doi.org/10.1007/BF02289618

Hilgert, M. A., Hogarth, J. M., & Beverly, S. (2003). Household financial management:
the connection between knowledge and behavior. Federal Reserve Bulletin, Jul,
309-322.

Hoffmann, A. O. 1., & Post, T. (2017). How return and risk experiences shape investor
beliefs and preferences. Accounting and Finance, 57(3), 759-788.
https://doi.org/10.1111/acfi.12169

Hogarth, J. M., & Hilgert, M. A. (2002). Financial knowledge, experience and learning
preference: preliminary results from a survey on financial literacy. Journal of Family
and Consumer Sciences, 48, 1-7.

Houts, C. R., & Knoll, M. A. Z. (2020). The Financial Knowledge Scale: New Analyses,
Findings, and Development of a Short Form. Journal of Consumer Affairs, 54(2),
775-800. https://doi.org/10.1111/joca.12288

Hu, L. T., & Bentler, P. M. (1999). Cutoff criteria for fit indexes in covariance structure
analysis: Conventional criteria versus new alternatives. Structural Equation
Modeling, 6(1), 1-55. https://doi.org/10.1080/10705519909540118

Huston, S. J. (2010). Measuring Financial Literacy. Journal of Consumer Affairs, 44(2),
296-316. https://doi.org/10.1111/1.1745-6606.2010.01170.x

Jain, R. (2012). Investor’s Attitude towards Secondary Market Equity Investment and
Influence of Behavioral Finance. International Journal on Emerging Technologies,
3(2), 67-79.

Jamil, S. A., & Khan, K. (2016). Does Gender Difference Impact Investment Decisions?
Evidence from Oman. International Journal of Economics and Financial Issues |,
6(2), 456-460. issn: 2146-4138

94



Javali, S. B., Gudaganavar, N. V., & Raj, S. M. (2011). Effect of Varying Sample Size in
Estimation of Coefficients of Internal Consistency. Webmed Central, 2(2), 1-8.

Javed, H., Bagh, T., & Razzaq, S. (2017). Herding Effects, Over Confidence, Availability
Bias and Representativeness as Behavioral Determinants of Perceived Investment

Performance: An Empirical Evidence from Pakistan Stock Exchange (PSX). Journal
of Global Economics, 06(01). https://doi.org/10.4172/2375-389.1000275

Ji, S. (2011). The psychology of small and medium investors under different market
environment. Proceedings of the 2011 International Conference on Business
Computing  and  Global  Informatization, BCGIn 2011, 569-572.
https://doi.org/10.1109/BCGIn.2011.151

Johanson, G. A., & Brooks, G. P. (2010). Initial scale development: Sample size for pilot
studies. Educational and Psychological Measurement, 70(3), 394-400.
https://doi.org/10.1177/0013164409355692

Kadoya, Y., & Khan, M. S. R. (2020). What determines financial literacy in Japan.
Journal  of  Pension  Economics and  Finance, 19(3), 353-371.
https://doi.org/10.1017/S1474747218000379

Kahneman, D. (2003). Maps of Bounded Rationality: Psychology for Behavioral
Economics. The American Economic Review, 93(5), 1449-1475.

Kannadhasan, M. (2015). Retail investors’ financial risk tolerance and their risk-taking
behaviour: The role of demographics as differentiating and classifying factors. I/IMB
Management Review, 27(3), 175—184. https://doi.org/10.1016/j.iimb.2015.06.004

Kanten, P., Girgin, B., & Kurt, E. (2018). The Antecedents of Individual Investment
Behaviour : Materialism , Risk Aversion , Positive and Negative Affects. 4th Global
Research Congress, May  24-25, Istanbul, Turkey, 7, 24-30.
https://doi.org/10.17261/Pressacademia.2018.851

Karaa, I. E., & Kugu, T. D. (2016). Determining advanced and basic financial literacy
relations and overconfidence, and informative social media association of university

students in Turkey. Kuram ve Uygulamada Egitim Bilimleri Educational Sciences :
Theory & Practice, 16(6), 1865—1891. https://doi.org/10.12738/estp.2016.6.0415

Khan, F., Shah, S. H. A., & Bangash, R. (2019). Cash holding and performance analysis
of mutual funds: a case of an emerging financial market. International Journal of
Emerging Markets, 4(1), 34—41. https://doi.org/10.1108/IJOEM-09-2020-1124

Khan, N., Usman, A., & Farooq Jan, M. (2021). The Impact Of Investor’s Personality
Traits Over Their Investment Decisions With The Mediating Role Of Finanicial Self
Efficacy And Emotional Biases And The Moderating Role Of Need For Cognition
And The Individual Mood In Pakistan Stock Exchange. 7(8), 2021.
https://doi.org/10.5281/zenod0.5392291

Khidzir, K. A. M., Ismail, N. Z., & Abdullah, A. R. (2018). Validity and reliability of
instrument to measure social media skills among small and medium entrepreneurs
at Pengkalan Datu River. International Journal of Development and Sustainability,

95



7(3), 1026—-1037. www.isdsnet.com/ijds

Klement, J. (2018). Risk profiling and tolerance : Insights for the private risk profiling
and tolerance. CFA Institute Research Foundation.

Knoll, M. A. Z., & Houts, C. R. (2012). The Financial Knowledge Scale: An Application
of Item Response Theory to the Assessment of Financial Literacy. Journal of
Consumer Affairs, 46(3), 381-410. https://doi.org/10.1111/j.1745-
6606.2012.01241.x

Konstantina Vasileiou, Julie Barnett, Susan Thorpe, & Terry Young. (2018).
Characterising and justifying sample size sufficiency in interview-based studies:
systematic analysis of qualitative health research over a 15-year period. BMC
Medical Research Methodology, 18(1), 1-18.

Kumar, S., & Goyal, N. (2016). Evidence on rationality and behavioural biases in
investment decision making. Qualitative Research in Financial Markets, 2(2010),
175-194. https://doi.org/10.1108/QRFM-05-2016-0016 1.

Kusnandar, D. L., Rosyadi, A., & Rinandiyana, L. R. (2019). Share Investors’
Competence and Overconfidence in Investment Decision Making. Riset, 1(2), 134—
142. https://doi.org/10.35212/riset.v1i2.18

Kuzniak, S., Rabbani, A., Heo, W., Ruiz-Menjivar, J., & Grable, J. E. (2015). The Grable
and Lytton risk-tolerance scale: A 15-year retrospective. Financial Services Review,
24(2), 177-192. https://njaes.rutgers.edu/money/riskquiz/

Kyndt, E., & Onghena, P. (2014). The Integration of Work and Learning: Tackling the
Complexity with Structural Equation Modelling. In Professional and Practice-based
Learning (Vol. 9, Issue May 2016). https://doi.org/10.1007/978-94-007-7012-6_14

Lan, Q., Xiong, Q., He, L., & Ma, C. (2018). Individual investment decision behaviors
based on demographic characteristics: Case from China. PLoS ONE, 13(8), 1-17.
https://doi.org/10.1371/journal.pone.0201916

Lathif, S. A. (2019). THE IMPACT OF INVESTOR * S PERSONALITY TYPES ON
INVESTMENT INTENTIONS. 4 Journal of Composition Theory, XII(Ix), 1078—
1088.

Lenth, R. V. (2001). Some practical guidelines for effective sample size determination.
American Statistician, 55(3), 187-193.
https://doi.org/10.1198/000313001317098149

Levitis, D. A., Lidicker, W. Z., & Freund, G. (2009). Behavioural biologists do not agree
on what constitutes behaviour. Animal Behaviour, 78(1), 103-110.
https://doi.org/10.1016/j.anbehav.2009.03.018

Linciano, N., & Soccorso, P. (2013). Assessing investors ’ risk tolerance through a
questionnaire (Issue 4). https://doi.org/ISSN 2281-3160

Liu, N., Zhou, L., Li, A. M., Hui, Q. S., Zhou, Y. R., & Zhang, Y. Y. (2021). Neuroticism
96



and risk-taking: The role of competition with a former winner or loser. Personality
and Individual Differences, 179(March), 110917.
https://doi.org/10.1016/j.paid.2021.110917

Lodhi, S. (2014). Factors Influencing Individual Investor Behavior: An Empirical Study
of City Karachi. IOSR Journal of Business and Management, 16(2), 68-76.
https://doi.org/10.9790/487x-16236876

Lusardi, A., & Mitchell, O. (2011). Financial Literacy Around the World: An Overview.
National Bureau of Economic Research, 17(4), 1-14.

Lusardi, A., & Tufano, P. (2015). DEBT LITERACY, FINANCIAL EXPERIENCES,
AND OVERINDEBTEDNESS. Journal of Pension Economics and Finance,
14(04), 332-364. http://dx.doi.org/10.1016/B978-0-12-849873-6.00001-
7%0Ahttp://saber.ucv.ve/ojs/index.php/rev_venes/article/view/1112%0Ahttps://w
ww.bps.go.id/dynamictable/2018/05/18/1337/persentase-panjang-jalan-tol-yang-
beroperasi-menurut-operatornya-2014.html

Mak, M. K. Y., & Ip, W. H. (2017). An exploratory study of investment behaviour of
investors. International Journal of Engineering Business Managemen, 9, 1-12.
https://doi.org/10.1177/1847979017711520

Malmendier, U. (2021). Experience Effects in Finance: Foundations, Applications, and
Future Directions. Review of  Finance, 25(5), 1339-1363.
https://doi.org/10.1093/rof/rfab020

Marinelli, N., Mazzoli, C., & Palmucci, F. (2017). Mind the Gap: Inconsistencies
Between Subjective and Objective Financial Risk Tolerance. Journal of Behavioral
Finance, 18(2), 219-230. https://doi.org/10.1080/15427560.2017.1308944

Masood, F., & Campus, K. (2017). Pakistan Stock Exchange Merger : A Prudent Move
or an Imprudent Impulse. 3(3), 61-72.

Matthews, G., & Gilliland, K. (1999). The personality theories of H. J. Eysenck and J. A.
Gray: A comparative review. Personality and Individual Differences, 26(4), 583—
626. https://doi.org/10.1016/S0191-8869(98)00158-5

Mccroskey, J. C. (1992). Reliability and Validity ofthe Willingness to Communicate
Scale. Communication Quarterly, 40(1), 16-25.

Menner, R. J., Allport, G. W., & Odbert, H. S. (1936). Trait-Names, a Psycho-Lexical
Study. American Speech, 11(3), 259. https://doi.org/10.2307/452250

The Fintech market in Turkey the fintech sector and its potential and financial health in
Turkey, (2019). https://mfc.org.pl/wp-
content/uploads/2020/03/TURKEY FINTECH-CASE-STUDY_ FEB2020.pdf

Michailova, J., & Katter, J. K. Q. (2014). Quantifying overconfidence in experimental

finance. International Journal of Behavioural Accounting and Finance, 4(4), 351.
https://doi.org/10.1504/ijbaf.2014.067629

97



Miconi, D., Moscardino, U., Ronconi, L., & Alto¢, G. (2017). Perceived Parenting, Self-
Esteem, and Depressive Symptoms in Immigrant and Non-Immigrant Adolescents
in Italy: A Multigroup Path Analysis. Journal of Child and Family Studies, 26(2),
345-356. https://doi.org/10.1007/s10826-016-0562-y

Mien, N. T. N., & Thao, T. P. (2015). Factors Affecting Personal Financial Management
Behaviors : Evidence from Vietnam. Second Asia-Pacific Conference on Global

Business, Economics, Finance and Social Sciences (AP15Vietnam Conference), 10—
12.

Mishra, K. C., & Metilda, M. J. (2015). A study on the impact of investment experience,
gender, and level of education on overconfidence and self-attribution bias. //MB
Management Review, 27(4), 228-239. https://doi.org/10.1016/j.iimb.2015.09.001

Mishra, R., M Pandey, A. C., Singh, U., Gupta, A., Sahu, C., & Keshri, A. (2019).
Descriptive Statistics and Normality Tests for Statistical Data. Annals of Cardiac
Anesthesia , 22(1), 67-72. https://doi.org/10.4103/aca.ACA 157 18

Mitroi, A. (2014). Behavioral finance: new research trends, socionomics and investor
emotions. Theoretical and Applied Economics, 21(4), 153—166.

Moles, P., & Terry, N. (2012). The Hand Book of International Financial Terms.
https://doi.org/10.18356/b9ff0b69-en

Morse, W. C. (1998). RISK TAKING IN PERSONAL INVESTMENTS. Journal of
Business and Psychology, 13(2), 281-288.

Muradoglu, G., & Harvey, N. (2012). Behavioural finance: The role of psychological
factors in financial decisions. Review of Behavioral Finance, 4(2), 68-80.
https://doi.org/10.1108/19405971211284862

Myers, D. (n.d.). Benjamin Graham’s Timeless Investment Principles. Retrieved March
14, 2022, from
https://www.investopedia.com/articles/basics/07/grahamprinciples.asp

Nada, S. M. A. (2013). Behavioural Factors Influencing Investment Decision Making:
An Empirical Study of Palestine Stock Exchange.

Nandan, T., & Kumar, S. (2016). Big-five personality traits , financial risk attitude and
investment intentions : study on Generation Y Tanuj Nandan and Kumar Saurabh *.
Int. J. Business Forecasting and Marketing Intelligence, 2(2), 128—150.

Neuendorf., K. (2011). Internal Consistency Reliability : Can Cronbach ’ s alpha be Too
High ? In Multivariate Analysis.

Nicolini, G., Cude, B. J., & Chatterjee, S. (2013). Financial literacy: A comparative study
across four countries. International Journal of Consumer Studies, 37(6), 689-705.
https://doi.org/10.1111/ijcs. 12050

Nosic, A., & Weber, M. (2010). How Riskily Do I Invest ? The Role of Risk Attitudes ,
Risk Perception, and Overconfidence. DEcision Analysis, 7(3), 282-301.

98



https://doi.org/10.1287/deca.1100.0178

Oechler, A., Wendt, S., Wedlich, F., & Horn, M. (2018). Investors’ Personality Influences
Investment Decisions: Experimental Evidence on Extraversion and Neuroticism.
Journal of Behavioral Finance, 19(1), 30-48.
https://doi.org/10.1080/15427560.2017.1366495

Osborne, J. W., & Costello, A. B. (2004). Sample size and subject to item ratio in
principal components analysis. Practical Assessment, Research and Evaluation,
9(11).

Pak, O., & Mahmood, M. (2015). Impact of personality on risk tolerance and investment
decisions: A study on potential investors of Kazakhstan. International Journal of
Commerce and Management, 25(4), 370-384. https://doi.org/10.1108/IJCoMA-01-
2013-0002

Pellinen, A., Tormékangas, K., Uusitalo, O., & Raijas, A. (2011). Measuring the financial
capability of investors: A case of the customers of mutual funds in Finland.
International Journal of  Bank Marketing, 29(2), 107-133.
https://doi.org/10.1108/02652321111107611

Philippas, N. D., & Avdoulas, C. (2020). Financial literacy and financial well-being
among generation-Z university students: Evidence from Greece. European Journal
of Finance, 26(4-5), 360-381. https://doi.org/10.1080/1351847X.2019.1701512

Pompian, M. (2008). Using Behavioral Investor Types to Build Better Relationships with
Your Clients. Journal of Financial Planning, 64-76.

Pompian, Michael M., & Longo, J. M. (2004, July 31). A New Paradigm for Practical
Application of Behavioral Finance. The Journal of Wealth Management;
Institutional Investor Journals Umbrella. https://doi.org/10.3905/jwm.2004.434561

Pompian Michael M. (2012). Behavioral Finance and Investor Types: Managing
Behaviour to Make Better Investment Decisions. John Wiley & Sons, Inc.

Pompian, Michel M. (2016). Risk Profiling through Behavioural Finance Lens.

Potocki, T., & Cierpiat. W, M. (2018). Factors shaping the financial capability of low-
income consumers from rural regions of Poland. November, 187-198.
https://doi.org/10.1111/ijcs. 12498

Praba, R. S. (2011). Investors ’ Decision Making Process and Pattern of Investments- A
Study of Individual Investors in Coimbatore. SIES Journal of Management, 7(2), 1—
12.

Rahmawati, Dileep Kumar, M., Kambuaya, M., Jamil, F., & Muneer, S. (2015).
Determinants of the risk tolerance of individual investors. International Journal of
Economics and Financial Issues, 5(5), 373-378.
https://doi.org/10.21275/SR20508111151

Rai, K., Gupta, A., & Tyagi, A. (2021). Personality Traits Leads to Investor’s Financial
99



Risk Tolerance: A Structural Equation Modelling Approach. Management and
Labour Studies, 46(4), 422—437. https://doi.org/10.1177/0258042X211018955

Rasool, N., & Ullah, S. (2020). Financial literacy and behavioural biases of individual
investors: empirical evidence of Pakistan stock exchange. Journal of Economics,
Finance and Administrative Science, 25(50), 261-278.
https://doi.org/10.1108/JEFAS-03-2019-0031

Reddy Rekha, Bruhn Miriam, & Congyan Tan. (2013). Financial capability in Mexico:
results from a survey on finanacial brhaviours, attitutdes and knowledge (Issue
November).

Revelle, W., & Condon, D. (2018). Reliability from o to w : A Tutorial.

Riaz, L., & Hunjra, A. L. (2012). Impact of psychological factors on investment decision
making mediating by risk perception: A conceptual study. Middle East Journal of
Scientific Research, 12(6), 789-795.
https://doi.org/10.5829/idosi.mejsr.2012.12.6.1777

Rosemary, N., & Peter, I. (2016). The Influence of Demographic Factors on the

Investment Objectives of Retail Investors in the Nigerian Capital Market. 8(11),
147-155.

Sabir, S. A., Javed, T., Khan, S. A. L. 1., & Javed, M. Z. (2021). Investment Behaviour
of Individual Investors of Pakistan Stock Market with Moderating Role of Financial

Literacy. Journal of Contemporary Issues in Business and Government, 27(2).
https://doi.org/10.47750/cibg.2021.27.02.134

Sabir, S. A., Mohammad, H. Bin, & Shahar, H. B. K. (2019). The role of overconfidence
and past investment experience in herding behaviour with a moderating effect of
financial literacy: Evidence from pakistan stock exchange. Asian Economic and
Financial Review, 9(4), 480—490.
https://doi.org/10.18488/journal.aefr.2019.94.480.490

Salem, R. (2019). Examining the investment behavior of Arab women in the stock
market. Journal of Behavioral and Experimental Finance, 22, 151-160.
https://doi.org/10.1016/5.jbef.2019.03.001

Sarwar, D., Sarwar, B., Raz, M. A., Khan, H. H., Muhammad, N., Azhar, U., uz Zaman,
N., & Kasi, M. K. (2020). Relationship of the Big Five Personality Traits and Risk
Aversion with Investment Intention of Individual Investors. Journal of Asian
Finance, Economics and Business, 7(12), 819-830.
https://doi.org/10.13106/JAFEB.2020.VOL7.NO12.819

Schwarzkopf, D. L. (2006). Investors’ attitude toward source credibility. Managerial
Auditing Journal, 22(1), 18-33.

Senda, D. A., Rahayu, C. W. E., & Tri Rahmawati, C. H. (2020). The Effect of Financial
Literacy Level and Demographic Factors on Investment Decision. Media Ekonomi
Dan Manajemen, 35(1), 100. https://doi.org/10.24856/mem.v35i11.1246

100



Septi, N., Ainia, N., & Lutfi, L. (2019). The influence of risk perception , risk tolerance ,
overconfidence , and loss aversion towards investment decision making. Journal of
Economics, Business, and Accountancy Ventura, 21(3), 401-413.

Shadnan, khan. (2016). Impact of Financial Literacy, Financial Knowledge,Moderating
Role of Risk Perception on Investment Decision. Mohammad Ali Jinnah University.

Shaikh, S. A. (2019). Investment Behaviour of Analysts: A Case Study of Pakistan Stock
Exchange. Journal of Finance and Accounting Research, 01(01), 52—69.
https://doi.org/10.32350/jfar.0101.04

Shiller, R. J. (1981). Do Stock Prices Move Too Much to be Justified by Subsequent
Changes in Dividends? The American Economic Review, 71(3), 421-436.

Shlieifer, A. (2000). Inefficient Markets: An Introduction to Behavioral Finance (2nd
ed.). Oxford University Press.

Shusha, A. A. (2017). Does financial literacy moderate the relationship among
demographic characteristics and financial risk tolerance? Evidence from Egypt.

Australasian Accounting, Business and Finance Journal, 11(3), 67-86.
https://doi.org/10.14453/aabf].v1113.6

Srinivasan, R., & Lohith, C. P. (2017). India Studies in Business and Economics Strategic
Marketing and Innovation for Indian MSMEs.
http://www.springer.com/series/11234

Stage, F. K., Carter, H. C., & Nora, A. (2004). Path Analysis: An Introduction and
Analysis of a Decade of Research. Journal of Educational Research, 98(1), 5-13.
https://doi.org/10.3200/JOER.98.1.5-13

Strahilevitz, M. A., Odean, T., & Barber, B. M. (2011). Once burned, twice shy: How
naive learning, counterfactuals, and regret affect the repurchase of stocks previously
sold. Journal of Marketing Research, 48(SPEC. ISSUE), 102-120.
https://doi.org/10.1509/jmkr.48.SPL.S102

Streiner, D. L. (2005). Finding Our Way: An Introduction to Path Analysis. The Canadian
Journal of Psychiatry, 50, 8.

Subrahmanyam, A. (2007). Behavioural Finance: A Review and Synthesis. European
Financial ~ Management,  14(1), 12-29.  https://doi.org/10.1111/j.1468-
036X.2007.00415.x

Subramaniam, V. A., & T., V. (2016). Association between Demographic Factors and
Investment Decisions of few Selected State Sector Employees in Jaffna District - Sri
Lanka . International Journal of Research in Management, 3(6), 80-92.

Suhail, S., Aleemi, A. R., Hassan, M., Uddin, 1., & AsadUllah, M. (2020). Financial
Literacy and Demographic Factors in Pakistan (Karachi). Journal of Technology
Management and Business, 2(1), 0-0.

Tauni, M. Z., Fang, H. X., & Igbal, A. (2017). The role of financial advice and word-of-

101



mouth communication on the association between investor personality and stock
trading behavior: Evidence from Chinese stock market. Personality and Individual
Differences, 108, 55—65. https://doi.org/10.1016/j.paid.2016.11.048

Thabane, L., Ma, J., Chu, R., Cheng, J., Ismaila, A., Rios, L. P., Robson, R., Thabane,
M., Giangregorio, L., & Goldsmith, C. H. (2010). A Tutorial on Pilot Studies: The
What, Why and How. BMC Medical Research Methodology, 10(1), 1-10.

Thaler, R. H. (2015). Misbehaving: The Making of Behavioral Economics (Illustrate).
w.w. Norton, 2015. https://doi.org/10.1111/risa.12871

Thanki, H., & Baser, N. (2019). Interactive Impact of Demographic Variables and
Personality Type on Risk Tolerance. Emerging Economic Studies, 5(1), 42-54.
https://doi.org/10.1177/2394901519825924

The gender gap in ‘Bitcoin literacy.” (2019). Journal of Behavioral and Experimental
Finance, 22, 129—134. https://doi.org/10.1016/j.jbef.2019.02.008

The World Bank. (2018). The Unbanked. In The Global Findex Database 2017:
Measuring Financial Inclusion and the Fintech Revolution (Issue 1).
https://doi.org/10.1596/978-1-4648-1259-0 ch2

Trutmann, K., Heinke, S., & Rieskamp, J. (2021). Previous Gains and Losses influence
Belief Formation in Investment Decisions. 1-4.

Tsaur, R. C. (2013). Fuzzy portfolio model with different investor risk attitudes.
European  Journal  of  Operational  Research,  227(2),  385-390.
https://doi.org/10.1016/j.ejor.2012.10.036

Tversky, A., & Kahneman, D. (1992). Advances in Prospect Theory. Journal of Risk and
Uncertainity, 35(6), 297-323. https://doi.org/10.15358/0340-1650-2006-6-331

Ursachi, G., Horodnic, I. A., & Zait, A. (2015). How Reliable are Measurement Scales?
External Factors with Indirect Influence on Reliability Estimators. Procedia
Economics and Finance, 20(15), 679—686. https://doi.org/10.1016/s2212-
5671(15)00123-9

Vanwalleghem, D., & Mirowska, A. (2020). The investor that could and would: The
effect of proactive personality on sustainable investment choice. Journal of

Behavioral and Experimental Finance, 26, 100313.
https://doi.org/10.1016/;.jbef.2020.100313

Vitt, L. A., Reichbach, G. M., Kent, J. L., & Siegenthaler, J. K. (2005). Goodbye to
Complacency.

Volpe, R., Chen, H., & Pavlicko, J. (1996). Personal investment literacy among college
students: A survey. Financial Practice and Education, 6(2), 86—94.

Wardrop, J. L., & Loehlin, J. C. (1987). Latent Variable Models: An Introduction to
Factor, Path, and Structural Analysis. In Journal of Educational Statistics (Vol. 12,
Issue 4). https://doi.org/10.2307/1165058

102



Xiao, J. J., Chen, C., & Sun, L. (2015). Age differences in consumer financial capability.
International  Journal of  Consumer  Studies, 39(4), 387-395.
https://doi.org/10.1111/ijcs. 12205

Xu, L., & Zia, B. (2012). Financial Literacy Around the World: An Overview. SSRN
Electronic Journal. https://doi.org/10.2139/ssrn.1810551

Yang, A. S. (2013). Decision Making for Individual Investors: A Measurement of Latent
Difficulties. Journal of Financial Services Research, 44(3), 303-329.
https://doi.org/10.1007/s10693-012-0144-0

Yoong, J., Mihaly, K., Bauhoff, S., & Hung, A. (2013). A toolkit for the evaluation of
financial capability programs in low- and middle-income countries. In Finacial
Literacy &  Education Russia  Trust fund (Vol. 12, Issue 9).
https://doi.org/10.1016/S1474-4422(13)70208-4

Yurdugiil, H. (2008). Minimum sample size cronbach’s coefficient alpha: A Monte-Carlo
study. Hacettepe Egitim Dergisi, 35, 397-405.

Zait, A., & Bertea, P. (2015). Financial Literacy — Conceptual Definition and Proposed

Approach for a Measurement Instrument. The Journal of Accounting and
Management, 4(3), 37-42.

103



APPENDICES

Appendix: 1

Sample Selection

Pakistan: Total Population 212 Million
Literate Population = 131 Million
Population below High Schools= 47 Million
Population that is literate and above High Secondary= 84 Million
Total Population= 212 Million
Below Poverty===78 Million (34.7%) (Rs 3030 per person per month and 21,000 per
family)
Employed population in Pakistan 39.6 Million
People in Pakistan who hold accounts = 23% of Adult population (70% in Tiirkiye)
Unbanked Population in Pakistan= 100 Million
Globally, 62 percent of the unbanked population possess some manner of a primary-school level
education or less, compared with about half of adults overall in developing economies. This share is even
higher in some economies, such as Ethiopia, where 92 percent of unbanked adults have a primary school
education or less — as well as Tanzania (86 percent) and Pakistan (75 percent). Worldwide, only 38 percent
of the unbanked have completed their high school or post-secondary education.
Stock market investors= 250,000

https://ilm.com.pk/pakistan/pakistan-information/pakistan-literacy-rate/

The literacy rate in Pakistan 2021 province-wise for males and females has improved by 58% to 70%. With the
special attention of the ministry of education Government of Pakistan on this section, we have overcome illiteracy.
Now., about 22 million students are having easy access to schools and colleges which has improved the latest figure.
Pakistan literacy rate latest figure is 72.5% for male and 51.8% for females which almost 10% of the latest three
vears. Pakistan social and living standards measurement carried out every year but this year 1t cannot be conducted
due to population and housing census. Every year, Pakistan’s economic survey reevaluates the figure which telling
us the real efforts by Govt. on this section to secure the future of the upcoming generations. As far as education is
concerned Pakistan 1s one of those nations which are left out in this area and are behind the majority of the
countries of this world. Pakistan has one of the worst literacy rates in the world which 1s one of the very core

reasons for the slow growth and destructive economy.



Appendix: 2

Questionnaire

The survey "A Study of Investment Behavior of Retail Investors in Pakistan and Tiirkiye" is trying
to get insight of investors behavior. There is no right and wrong answer in many cases so feel free to choose
the answer you think is suitable and represent your thinking style. (Requesting 17 minutes from your busy
schedule).

Your name or specific questions that reveal your identity would not be asked and responses to
these questions would be kept confidential and exclusively used only for academic purposes.

If you have any questions or need more information about this research, you can contact us through

email on javed.faree2@gmail.com

Question 1 to 5 Demographic Variables

1. Gender and Marital Status

a. Male a. Married
b. Female b. Unmarried
c. Other c. Divorced
2. Age
a. 18-25
b. 26-54
c. 56-064

d. 65 and above

3. Education level
a. Less than high School (12 years)
b. Senior High School (College 12 years)
c. University (Bachelor 2 -4 years)
d. Masters/ PhD

4. Your average monthly Income
a. Under Rs 55000
b. Rs55001 to Rs 210,000
c¢. Rs 210,001 to Rs 320,000
d. Rs 320,001 to Rs 425,000
e. Rs425,001 to Rs 530,000
f. Rs 530,001 and above



https://wenr.wes.org/2017/04/education-in-Tiirkiye

THE STRUCTURE OF TURKIYE’S EDUCATION SYSTEM

Compulsory Education: Elementary, Lower Secondary, and Upper Secondary — From “8+3” to
“8+4” to “4+4+4”

DEGREE PROGRAMS

Tiirkiye has a U.S.-style three-cycle system, which includes a bachelor’s degree, Master’s degree,
and doctorate. In addition, the Turkish system also includes a two-year associate degree, which is
mostly a non-university qualification in technical and vocational fields designed to prepare students
for entry into the labour force,

5. Occupation
a. Employer
b. paid employee
c. Self-employed
d. Students/scholarship holder

6. Seclf-Assessment Risk Tolerance Question »  Self-Assessment Risk
Tolerance

Usually, the most risk tolerant individuals rank themselves over 8, while the least risk tolerance
individuals rank themselves under 2. The average score is between 4 and 6. What do you think your
score will be?

O 1 2 3 4 5 6 J .8 9 .10

(Least risk Tolerance) ( Avrg. Risk Tolerance) ( High Risk Tolerance)
Question 7 to 11 : Self Confidence

7. Ibelieve that I can predict stock market better with accuracy. 12345
8. I rate my own competence more than what it actually is (results are not what I expected).
12345

9. Irate my own decisions better than what they actually are (the results in actual are lower).

12345
10. I am Overconfident while assessing my abilities 12345
11. Most of the time I overestimate my ability to make good investments. 12345

Question 12 to 13 ; Experience

12. You have Investment experience of :
a. 0to2years
b. 2 yearsto 4 years

c. 4years and Above



13. You have investment Experience in:

a. Stocks/Shares Yes No
b. Bonds Yes No
c. Mutual Funds Yes No
d. Gold Yes No
e. Real Estate Yes No
f. others (Term deposit, foreign currency, digital currency) etc.)  Yes No

Question # 14 to 19 ; Investment Philosophy, information, and Goals

14. What is the purpose of your investment? Please select the most appropriate one.
a. To generate income for today
b. To generate income at a later date
c. To provide for my dependents

d. To fund a large purchase in the future

15. What is your major goal for your investment portfolio? Please Select the most appropriate one.
a. To ensure my portfolio remains secure
b. To see my portfolio grow and to avoid fluctuating returns
c. To balance growth and security, and to keep pace with inflation
d. To provide growth potential, and to accept some fluctuation in returns

e. To provide the sole objective of potential long-term growth

16. When do you anticipate (expect) using these funds?
a. Immediately
b. One to three years
c. Fourto 10 years
d. 11 to 15 years

e. 16 and above

17. Which of the following statements most correctly describes your investment philosophy?
a. I cannot accept any fluctuation in principal.

b. I can only accept minimal fluctuations and prefer to invest in safer, lower-return
investments.

c. I am willing to tolerate some ups and downs in the value of my investments to achieve
overall higher returns in the long run.

d. My main interest is high, long-term returns and I am not concerned about short-term
decreases in the value of my investments.



18. How do you make your investment decisions?
a. By myself
b. I consult family members
c. I consult peers

d. I consult Professionals

19. In what way do you usually get investment information? (Single Choice)
a. Experts/professionals (directly)
b. Social Media and electronic media
c. Print media
d. Follow the knowledge/experience of someone else

Question # 20 to 29 Financial Literacy

20. Imagine that the interest rate on your savings account was 1% per year and inflation was 2% per
year. After 1 year, would you be able to buy:

a. More than today.
b. Exactly the same as today.
c. Less than today.
21. Ifthe interest rates rise, what should happen to bond prices?
a. They should rise.
b. They should fall.
c. They should stay the same.

22. Considering a long time period (for example 10 or 20 years), which asset described below
normally gives the highest return?

a. Savings accounts.
b. Bonds.
c. Stocks.
23. Normally, which asset described below displays the highest fluctuations over time?
a. Savings accounts.
b. Bonds.
c. Stocks.

24. When an investor spreads his or her money among different assets, does the risk of losing a lot
of money :

a. Increase.
b. Decrease.

c. Stay the same.



25.

26.

27.

28.

29.

30.

31.

32.

33.

“If you were to invest $1000 in a stock mutual fund, it would be possible to have less than $1000
when you withdraw your money.”

a. True.
b. False.
““‘Whole life’ insurance has a savings feature while ‘term’ insurance does not.”
a. True.
b. False.

“A 15-year mortgage typically requires higher monthly payments than a 30-year mortgage, but
the total interest paid over the life of the loan will be less.”

a. True.
b. False.
Do you think the following statement is true or false? “Housing prices can never go down.”
a. True.
b. False.

Suppose you owe $3,000 on your credit card. You pay a minimum payment of $30 each month.
At an Annual Percentage Rate of 12% (or 1% per month), how many years would it take to
eliminate your credit card/debt if you made no additional new charges?

a. Less than 5 years.
b. Between 5 and 10 years.
c. Between 10 and 15 years.

d. Never, you will continue to be in debt.

Question # 30 to 42 : Risk Tolerance

In general, how would your best friend describe you as a risk taker?

a. A real gambler

b. Willing to take risks after completing adequate research
c. Cautious

d. A real risk avoider

You are on a TV game show and can choose one of the following, which would you take?

a. $1,000 in cash

b. A 50% chance at winning $5,000
c. A 25% chance at winning $10,000
d. A 5% chance at winning $100,000

You have just finished saving for a “once-in-a-lifetime” vacation. Three weeks before you plan
to leave, you lose your job. You would:

a. Cancel the vacation

b. Take a much more modest vacation

c. Go as scheduled, reasoning that you need the time to prepare for a job search
d. Extend your vacation, because this might be your last chance to go first-class

If you unexpectedly received $20,000 to invest, what would you do?

a. Deposit it in a bank account, money market account, or an insured CD



34.

35.

36.

37.

38.

39.

40.

b. Invest it in safe high-quality bonds or bond mutual funds
c. Invest it in stocks or stock mutual funds

In terms of experience, how comfortable are you investing in stocks or stock mutual funds?

a. Not at all comfortable
b. Somewhat comfortable
c. Very comfortable

When you think of the word “risk,” which of the following words comes to mind first?

a. Loss

b. Uncertainty
c. Opportunity
d. Thrill

Some experts are predicting prices of assets such as gold, jewels, collectibles, and real estate
(hard assets) to increase in value; bond prices may fall, however, experts tend to agree that
government bonds are relatively safe. Most of your investment assets are now in high interest
government bonds. What would you do?

a. Hold the bonds

b. Sell the bonds, put half the proceeds into money market accounts, and the other half
into hard assets

c. Sell the bonds and put the total proceeds into hard assets

d. Sell the bonds, put all the money into hard assets, and borrow additional money to buy
more

Given the best and worst case returns of the four investment choices below, which would you
prefer?

a. $200 gain best case; $0 gain/loss worst case
b. $800 gain best case; $200 loss worst case

c. $2,600 gain best case; $800 loss worst case
d. $4,800 gain best case; $2,400 loss worst case

In addition to whatever you own, you have been given $1,000. You are now asked to choose
between:

a. A sure gain of $500
b. A 50% chance to gain $1,000 and a 50% chance to gain nothing

In addition to whatever you own, you have been given $2,000. You are now asked to choose
between:

a. A sure loss of $500
b. A 50% chance to lose $1,000 and a 50% chance to lose nothing

Suppose a relative left you an inheritance of $100,000, stipulating in the will that you invest
ALL the money in ONE of the following choices. Which one would you select?

a. A savings account or money market mutual fund
b. A mutual fund that owns stocks and bonds

c. A portfolio of 15 common stocks

d. Commodities like gold, silver, and oil



41. If you had to invest $20,000, which of the following investment choices would you find most
appealing?

a. 60% in low-risk investments, 30% in medium-risk investments, 10% in high-risk investments
b. 30% in low-risk investments, 40% in medium-risk investments, 30% in high-risk investments
c. 10% in low-risk investments, 40% in medium-risk investments, 50% in high-risk investments

42. Suppose your trusted friend is an experienced geologist and need a group of investors to fund in
a Gold mine exploration project that could pay back 50 to 100 times the investment if successful.
If the mine burst, the entire investment is lost. The estimated chance of success is only 20%. If
you had the money, how much would you invest?

a. Nothing

b. One month’s salary
c. Three month’s salary
d. Six month’s salary

Question # 43 Financial choices
43. Please indicate your investment preferences out of 9 options given in column. You can scroll

forward on your mobile screen to see all the options.

1. Gold/ Bank accounts in Gold

2. Bank Deposit Accounts in Local Currency
3. Bank Accounts in Foreign Currency

4. Govt bonds, Corporate Bonds

5. Islamic Financial Products

6. Shares, stocks

7. Others

44. Ifyou select “others” in the above question then please mention your investment choices ( e.g.
digital currency etc.)

Tirkiye ve Pakistan’daki Bireysel Yatirimcilarin Yatirim Davranisi
(Doktora Tez Arastirmasi icin Anket)

Tiirkiye’de doktora yapan Pakistan’li bursiyer Ogrencimiz Faree Javed’in, Tiirkiye ve
Pakistan’daki bireysel yatirimeilarla gerceklestirdigi uygulamali arastirma sayesinde, farkl kiiltiirlerdeki
bireysel yatirimcilarin yatirim davranislar karsilagtirilacaktir.

Aragtirmanin anket sorularmin yanitlanmasi yaklasik 15-20 dakika stirmektedir. Goniilli katilim
ile yanitladiginiz sorularda kimlik bilgileriniz sorgulanmay1p verileriniz gizli tutulacak ve arastirma verileri
sadece akademik amaglarla kullanilacaktir. Degerli katiliminiz i¢in ¢ok tesekkiir ederiz.

Dog. Dr. Ozlem Sayilir

Anadolu Universitesi, Isletme Fakiiltesi, osayilir@anadolu.edu.tr

Faree Javed

Anadolu Universitesi, Sosyal Bilimler Enstitiisii doktora ogrencisi, javed.faree2@gmail.com




5. Cinsiyet ve Medeni Durum

a. Erkek

2. Evli
b. Kadm

3. Bekar c. Diger
4. Bosanmis
6. Yas
e. 18-25
f. 26-54
56 - 64

h. 65 ve sti

7. Egitim Diizeyi
e. [Ilkdgretim (ilkokul veya Ortaokul)
f. Lise
g. Universite (2-4 yillik)

h. Master veya Doktora

8. Aylik Ortalama Gelir (TL)
g. 2500 alt1
h. 2500-10000
i.  10000-15000
j- 15000-20000
k. 20000-25000
L. 25000 tistii
9. Meslek
e. Isveren
f.  Ucretli galisan
g. Kendi isinde ¢aligan
h. Ogrenci
10. Riskleri tolere etme konusunda kendilerini degerlendirirken; risklere en ¢cok tahammiil edebilen
bireyler genellikle kendilerine 8 veya daha yiiksek puan vermekte, risklere en az tahammiil

edebilen bireyler ise genellikle kendilerine 2 veya daha diisiik puan vermektedir. Ortalama puan
4-6 arasinda degisir. Sizce, sizin puaniniz kag¢ olur?

O 1 2 3 4 5 6 J .8 9 .10

(Dtisiik Risk Toleransi) (Ortalama Risk Tolerans1) (Yiiksek Risk Toleransi)



11. Borsanin yoniinii kolaylikla tahmin edebilecegime inantyorum. 12345

12. Kendi yeteneklerimin, ger¢ekte oldugundan daha fazla oldugunu diisiiniiriim (sonuclar

bekledigim gibi olmaz). 12345

13. Kendi kararlarimin, ger¢ekte oldugundan daha iyi oldugunu diisiiniiriim (ger¢ekte sonuglar daha
kotiidiir). 12345

14. Becerilerimi degerlendirirken asir1 6zgiivenliyimdir. 12345

15. Cogunlukla, iyi yatirim yapma becerimi gdziimde fazla biiyiitiiriim. 12345

16. Yatirim konusunda deneyiminiz kag yildir?
d. 2yildanaz
e. 2-4yil
f. 4 yildan fazla

17. Hangi yatirim araglarinda deneyiminiz bulunmaktadir?

a. Hisse Senetleri Evet  Hayir
b. Tahvil/Bono Evet  Hayir
¢. Yatirim Fonlari Evet Hayir
d. Altin Evet  Hayrr
e. Gayrimenkul Evet Hayir
f.  Digerleri (Vadeli tasarruf hesabi, D6viz hesabi, Dijital para vb.) Evet  Hayir

18. Yatirim yapmakla neyi amagliyorsunuz? Sizin i¢in en uygun olan se¢enegi se¢iniz.
e. Bugiin igin gelir saglamak
f.  Gelecek i¢in gelir saglamak
g. Bakmakla ylikiimlii oldugum kisilerin giderlerini karsilamak
h. Gelecekte yiiklii bir satin alma islemi i¢in finansman saglamak
19. Yatirim portfoyiiniizle ilgili temel hedefiniz nedir? Sizin i¢in en uygun olan se¢enegi se¢iniz.
f. Portfoyilimiin giivence saglamasi
Portfoyiimiin kazang saglamasi ve dalgalanmalardan etkilenmemesi
h. Giivence ve kazang arasinda denge saglamasi ve enflasyona karsi koruma saglamasi
i.  Kazang potansiyeli saglamasi ve dalgalanmalardan bir miktar etkilenmesi
j- Sadece uzun vadeli kazang potansiyeli saglamasi
20. Yatirimlarinizi ne zaman kullanmayi planliyorsunuz?
f. Hemen
g. 1-3 yiliginde
h. 4-10 yil iginde
i.  11-15 yil iginde

j. 16 yildan uzun zamanda



21.

22.

23.

24.

25.

26.

27.

Asagidaki ifadelerden hangisi yatirim felsefenizi en dogru sekilde tanimlar?
e. Prensip olarak dalgalanmalar1 kabullenemem

f.  Minimum diizeyde dalgalanma kabullenebilirim ve giivenli, diisiik getirili yatirimlar
tercih ederim

g. Uzun vadede genel olarak daha yiiksek kazang elde etmek i¢in, yatirimlarimin
degerindeki bazi inis ¢ikiglara tahammiil etmeye hazirim

h. Anailgi alamim uzun vadeli yiiksek kazang saglamaktir ve yatirimlarimin degerindeki
kisa donemli diisiisler konusunda endiselenmem

Yatirim kararlarinizi nasil alirsiniz?

e. Kendi basima

f.  Aile liyelerine danigirim

g. Arkadas ¢cevreme danisirim

h. Profesyonel finans/yatirim uzmanlarina danigirim
Yatirimla ilgili bilgileri genellikle nasil edinirsiniz? (Tek Segenek)

e. (Dogrudan) finans/yatirim uzmanlarindan

f.  Sosyal medya ve elektronik medyadan

Basili medyadan
h. Baskalarinin bilgi ve deneyimlerinden

Mevduat hesabinizin getirisinin yillik %15 oldugunu ve yillik enflasyonun %20 olarak
gerceklestigini varsayalim. Bu durumda 1 yil sonra alabileceginiz mal ve hizmetler ne kadar
olur?

d. Bugiinden daha fazla
e. Bugiinkii kadar
f. Bugiinden daha az
Faiz oranlar arttiginda, tahvil/bono fiyatlar1 nasil etkilenir?
a. Artar
b. Azalir

c. Ayni kalir

10 y1l veya 20 y1l gibi uzun vade s6z konusu oldugunda, hangi yatirim araci en fazla getiriyi
saglar?

d. Mevduat Hesab1
e. Tahvil/Bono
f.  Hisse Senedi
Normalde, asagidaki yatirim araglarindan hangisi zaman i¢inde daha fazla dalgalanma gosterir?
a. Mevduat Hesab1
b. Tahvil/Bono

c. Hisse Senedi



28.

29.

30.

31.

32.

33.

34.

35.

36.

Bir yatirimer parasini farkli yatirim araglarma/finansal varliklara dagittiginda, ¢ok para
kaybetme riski nasil etkilenir?

d. Artar
e. Azalir
f.  Ayn kalir

“1000 TL’yi yatirim fonlarma yatirdiginizda ve paranizi ¢gekmek istediginizde, yatirrmimizin
1000 TL’den daha az olmast miimkiindiir.”

a. Dogru
b. Yanls

Tam kapsamli hayat sigortalarinda birikim/tasarruf 6zelligi varken, vadeli hayat sigortalarinda
yoktur.

a. Dogru
b. Yanls

“5 yil vadeli bir konut kredisinin aylik 6demeleri, 10 y1l vadeli konut kredisinden daha yiiksek
olur. Ancak, kredi vadesi boyunca 6édenen toplam faiz, 5 yil vadeli olan igin 10 y1l vadeli
olandan daha diisiik olur.”

c. Dogru
d. Yanls
Sizce su ifade dogru mudur yanlis midir? “Ev fiyatlari asla diigmez.”
a. Dogru
b. Yanls

Varsayalim, 3000 TL kredi kart1 borcunuz var. Her ay 30 TL 6deme yapmaniz ve aylik %1 faiz
uygulanmas1 durumunda, ilave harcama yapilmamasi sartiyla, borcunuzun sifirlanmasi kag yil
siirer?

e. Syildanaz
f. 5-10y1
g. 10-15y1l
h. Borg sonsuza kadar devam eder
En iyi arkadasimiz sizi genel olarak risk alma konusunda nasil tanimlar?

a. Gergek bir kumarbaz
b. Yeterli aragtirma yaptiktan sonra risk almaya istekli
c¢. Temkinli/Dikkatli
d. Gergek bir riskten kaginan
Bir televizyon sov programina ¢iktiginizda size su se¢enekler sunulsa, hangisini se¢erdiniz?

a. 1000 TL nakit para

b. % 50 olasilikla 5000 TL kazanma sans1

c. % 25 olasilikla 10.000 TL kazanma sanst

d. % 5 olasilikla 100.000 TL kazanma sansi

Diyelim ki, yakinda yapmay1 planladiginiz “hayatinizin tatili” i¢in para biriktirdiniz, ancak
gitmeden 3 hafta once isinizi kaybettiniz. Bu durumda ne yapardiniz?

a. Tatili iptal ederdim
b. Daha miitevazi bir tatile ¢ikardim



c. Is aramak i¢in zamana ihtiyacim oldugu gerekgesiyle planladigim tatile ¢ikardim
d. Bu benim son liiks tatil sgansim olabilir diye tatilimi uzatirdim
37. Beklenmedik bir sekilde, 20.000 TL para gelse yatirim amagl ne yapardiniz?

a. Vadeli mevduat hesabina yatirirdim
b. Giivenli tahvillere veya tahvil agirlikli yatirim fonlarna yatirirdim
c. Hisse senetlerine veya hisse senedi agirlikli yatirim fonlarma yatirirdim

38. Deneyim agisindan, hisse senetlerine veya yatirim fonlarina yatirim yapma konusunda ne kadar
rahatsiniz?

a. Hig rahat degilim
b. Biraz rahatim
c¢. Cok rahatim

39. Risk kelimesini duydugunuzda akliniza ilk énce ne gelir?

a. Kayip

b. Belirsizlik

c. Firsat

d. Heyecan

40. Bazi uzmanlar altin, miicevher, gayrimenkul gibi maddi varliklarin degerinin artacagini tahmin

etmekte. Tahvil fiyatlar1 diigebilir, ancak uzmanlar devlet tahvillerinin nispeten giivenli oldugu
konusunda hemfikir. Yatirim varliklarinizin ¢ogu su anda yiiksek faizli devlet tahvillerinde. Bu
durumda ne yapardiniz?

b. Tahvillerimi tutardim
c. Tahvillerimi satardim, yarisint mevduat hesabina kalan yarisin1 maddi varliklara yatirirdim
d. Tahvillerimi satardim, paramin tamamini1 maddi varliklara yatirirdim

e. Tahvillerimi satardim, paramin tamamini1 maddi varliklara yatirirdim ve daha fazla yatirim
yapmak i¢in borglanirdim

41. Asagida en iyi ve en kotii durum kazanglar1 ve kayiplari verilen dort yatirim segeneginden
hangisini tercih edersiniz?

a. en iyi durumda 200 TL kazang, en kotii durumda “0” kazang/kayip
b. en iyi durumda 800 TL kazang, en kotii durumda 200 TL kayip

c. en iyi durumda 2600 TL kazang, en kotii durumda 800 TL kayip
d. en iyi durumda 4800 TL kazang, en kotii durumda 2400 TL kayip

42. Sahip olduklarinizin iistiine ekstra 1000 TL verseler ve su iki yatirim se¢eneginden birini
se¢menizi isteseler, hangisini tercih edersiniz?

a. 500 TL garanti kazang
b. %50 olasilikla 1000 TL kazang ve %50 olasilikla “0” kazang

43. Sahip olduklarinizin iistiine ekstra 2000 TL verseler ve su iki yatirim se¢eneginden birini
se¢menizi isteseler, hangisini tercih edersiniz?

a. 500 TL garanti gelir
b. %50 olasilikla 1000 TL kayip ve %50 olasilikla “0” kayip

44. Diyelim ki, bir akrabanizdan size 100,000 TL miras kaldi, ancak vasiyette yer alan sarta gore
biitiin paray1 asagidaki segeneklerden birine yatirmaniz gerekiyor. Hangi segenegi tercih
ederdiniz?

a. Mevduat hesabi veya likit yatirim fonu
b. Hisse senedi ve tahvillere yatirim yapan bir yatirim fonu
c. 15 hisse senedinden olusan bir portfoy



d. Altin, giimiis, petrol gibi emtia

45. 20.000 TL yatirim yapmak isteseniz, asagidakilerden hangisi size daha cazip gelir?

a. % 60 diisiik riskli yatirimlar, %30 orta riskli yatirimlar, %10 yiiksek riskli yatirimlar
b. %30 diistik riskli yatirimlar, % 40 orta riskli yatirimlar, %30 yiiksek riskli yatirimlar
c. %10 distik riskli yatirimlar, %40 orta riskli yatirimlar, %50 yiiksek riskli yatirimlar

46. Varsayalim, deneyimli bir jeolog olan giivenilir bir arkadasinizin altin madeni aragtirma
projesine finansman saglayacak bir grup yatirimciya ihtiyaci var. Proje basarili olursa yatirimin
50 ila 100 kat1 kazang getirecek, ama maden patlarsa yatirimin tamami kaybedilecek. Basar1
olasilig1 %20 olarak tahmin ediliyor. Paraniz olsaydi, ne kadar yatirirdiniz?

a. Hi¢ yatirmazdim

b. Bir aylik maasimi yatirirdim
c. Ug aylik maagimi yatirirdim

d. Alt1 aylik maasimi yatirirdim

47. Asagidaki yatirim araglarindan hangisini; 1. Segenek, 2. Segenek, 3. Secenek olarak secersiniz?

Altin/Altin hesabi 1.Secenek | 2.Secenek | 3.Secenek
TL mevduat

Do6viz mevduat

Hazine bonosu/ devlet tahvili/ sirket tahvili

Islami finansal dirtinler

Hisse senedi

Yatirim fonu

Gayrimenkul

A T AU A e

Diger

48. Eger diger segenegini isaretlediyseniz, yatirim tercihinizi belirtiniz (6rnegin dijital para vb. )



Appendix: 3

Coding frame

Country
Tiirkiye = 1
Pakistan = 2
Gender
Male = 1
Female = 2

Marital Status

Married = 1
Unmarried = 2
Divorced = 3
Age
a. 18-25 = 1
b. 26-54 = 2
c. 56-64 = 3
d. 65 and above = 4
Education Level
Less than High School (less than 12 years) = 1
Senior High School (colleges, 12 years) = 2
University (Bachelor 2-4 years) = 3
Masters/PHD = 4
Your average monthly Income
a.  Under Rs 55000 = 1
b. Rs 55001 to Rs 210,000 = 2
c. Rs 210,001 to Rs 320,000 = 3
d. Rs 320,001 to Rs 425,000 = 4
e. Rs 425,001 to Rs 530,000 = 5
f. Rs 530,001 and above = 5

Note:
Data is collected between Oct 2020 to April 2021 $=7.20 lira, $=154 Rs

55000Rs =2500TL  =$350
210,000Rs = 10000TI =$1370
320,000Rs =15000 T1 =$2075
425000Rs =20000TL =$2760
530,000 Rs =25000TL =$3450

Occupation
a. Employer = 1
b. Employee = 2
c. Self-employed = 3
d. Students/scholarship holder = 4




Usually, the most risk tolerant (Risk takers) individuals rank themselves over 8, while the least risk
tolerance (Risk avoiders) individuals rank themselves under 2. The average score is between 4 and
6. What do you think your score will be?

Low Risk Taker (0 to 3) = 1

Medium Risk Taker (4 to 6) = 2

High Risk Taker (7 to 10) = 3
You have Investment experience of :

a. 0to2years = 1 (Novice)

b. 2 years to 4 years = 2 (learner/limited

experience)

c. more than 4 years = 3 (Experienced)
You have investment Experience in:

Yes = 1

No = 0

Investment Preferences coding

Real Estate=1

Gold/ Gold Accounts =2

Accounts (term deposits in local Currency=3
Accounts in Foreign Currency =4

Islamic Products=5

Bonds=6

Mutual Fund=9

Stocks/shares=7

Others=8

09: what is the purpose of your investment? Please select the most appropriate one.

a. To generate income for today = 1 short term
b. To generate income at a later date = 2 Short term
c. To provide for my dependents = 3 Medium

d. To fund a large purchase in the future = 4 long term

10: What is your major goal for your investment portfolio? Please select the most appropriate one.

a. To ensure my portfolio remains secure =
1

. To see my portfolio, grow and to avoid fluctuating returns =

c. To balance growth and security, and to keep pace with inflation =

—

2
d. To provide growth potential, and to accept some fluctuation in returns = 3
e. To provide the sole objective of potential long-term growth = 4

11. When do you anticipate (expect) using these funds?

a. Immediately =
b. b. One to three years =
c. c.Fourto 10 years =
d. d.11to 15 years =
e. e.16and above = 4

AW N =

12. Which of the following statements most correctly describes your investment philosophy?

a. I cannot accept any fluctuation in principal. = 1
b. b.Ican only accept minimal fluctuations and prefer to invest in safer, lower-return
investments. = 2




c. c.lam willing to tolerate some ups and downs in the value of my investments to achieve
overall higher returns in the long run. = 3

d. d. My main interest is high, long-term returns and I am not concerned about short-term
decreases in the value of my investments. = 4

13. How do you make your investment decisions?

a. By myself =
b. b.Iconsult family members =
c. c.Iconsult peers =
d. d. ]I consult Professionals = 4

W N =

14. In what way do you usually get investment information? (Single Choice)

a. Experts/professionals (directly) = 4
b. b. Social Media and electronic media. = 3
c. c.Print media = 1
d. d. Follow the knowledge/experience of someone else = 2
15. Imagine that the interest rate on your savings account was 1% per year and inflation was

2% per year. After 1 year, would you be able to buy:

a. More than today. =
b. b. Exactly the same as today. =
c. c. Less than today. = 1

(e R}

16. If the interest rates rise, what should happen to bond prices?

a. They should rise. = 0
b. b. They should fall. = 1
c. c. They should stay the same. = 0
17. Considering a long time period (for example 10 or 20 years), which asset described below

normally gives the highest return?

a. Savings accounts. = 0
b. b.Bonds. = 0
c. c. Stocks. = 1
18. Normally, which asset described below displays the highest fluctuations over time?
a. Savings accounts. = 0
. b.Bonds. = 0
c. c. Stocks. = 1
19. When an investor spreads his or her money among different assets, does the risk of losing

a lot of money:

d. Increases =0

e. Decreases =1

f.  Stay the same =0

Please select True or False

20:
True = 1 Correct
False = 0
21:
True = 1 Correct
False = 0
22:
True = 1 Correct
False = 0

23:




True = 0

False = 1 Correct

24: Suppose you owe $3,000 on your credit card. You pay a minimum payment of $30 each month.
At an Annual Percentage Rate of 12% (or 1% per month), how many years would it take to

eliminate your credit card/debt if you made no additional new charges?

a. Less than 5 years. = 0

b. b. Between 5 and 10 years. = 0

c. c¢.Between 10 and 15 years. = 0

d. d. Never, you will continue to be in debt. = 1 Correct
25. In general, how would your best friend describe you as a risk taker?

a. A real gambler =
b. b. Willing to take risks after completing adequate research =
c. c. Cautious (careful) =
d. d. A real risk avoider
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26. You are on a TV game show and can choose one of the following, which would you take?

a. $1,000 in cash = 1
b. b. A 50% chance at winning $5,000 = 2
c. c¢. A 25% chance at winning $10,000 = 3
d. d. A 5% chance at winning $100,000 = 4
27. You have just finished saving for a “once-in-a-lifetime” vacation. Three weeks before you
plan to leave, you lose your job. You would:
a. Cancel the vacation =
1
b. b. Take a much more modest vacation =
2
c. c. Go as scheduled, reasoning that you need the time to prepare for a job search =
3
d. d. Extend your vacation, because this might be your last chance to go first-class =
4

28. If you unexpectedly received $20,000 to invest, what would you do?

a. Deposit it in a bank account, money market account, or an insured CD
1
b. b. Invest it in safe high-quality bonds or bond mutual funds =

2
c. c. Invest it in stocks or stock mutual funds =
3
209. In terms of experience, how comfortable are you investing in stocks or stock mutual
funds?
a. Not at all comfortable = 1
b. b. Somewhat comfortable = 2
c. c. Very comfortable = 3
30. When you think of the word “risk,” which of the following words comes to mind first?
a. Loss = 1
b. b. Uncertainty = 2
c. c. Opportunity = 3
d. d. Thrill = 4
31. Some experts are predicting prices of assets such as gold, jewels, collectibles, and real

estate (hard assets) to increase in value; bond prices may fall, however, experts tend to agree that




government bonds are relatively safe. Most of your investment assets are now in high interest

government bonds. What would you do?

a. Hold the bonds = 1
b. b. Sell the bonds, put half the proceeds into money market accounts, and the other half
into hard assets =

2
c. c. Sell the bonds and put the total proceeds into hard assets = 3
d. d. Sell the bonds, put all the money into hard assets, and borrow additional money to buy
more =
4
32. Given the best and worst case returns of the four investment choices below, which would

you prefer?

a. May gain $200 or chance of nothing gain/loss = 1

b. b. May Gain 800 or chance of $200 loss = 2

c. c¢. May gain $2,600 or chance of $800 loss = 3

d. d. May Gain $4,800 or chance of $2,400 loss = 4
33. In addition to whatever you own, you have been given $1,000. You are now asked to
choose between:

a. A sure gain of $500 = 1

b. b. A 50% chance to gain $1,000 and a 50% chance to gain nothing = 2
34. you have been given $2,000 free. You are now asked to choose between:

a. A sure loss of $500 = 1

b. b. A 50% chance to lose $1,000 and a 50% chance to lose nothing = 2
35. Suppose a relative left you an inheritance of $100,000, stipulating in the will that you
invest ALL the money in ONE of the following choices. Which one would you select?

a. A savings account or money market mutual fund = 1

b. b. A mutual fund that owns stocks and bonds = 2

c. c¢. A portfolio of 15 common stocks = 3

d. d. Commodities like gold, silver, and oil = 4
36. If you had to invest $20,000, which of the following investment choices would you find

most appealing?

a.  60% in low-risk investments, 30% in medium-risk investments, 10% in high-risk
investments
= 1
b. b.30% in low-risk investments, 40% in medium-risk investments, 30% in high-risk
investments
= 2
c. c. 10% in low-risk investments, 40% in medium-risk investments, 50% in high-risk
investments
= 3

37. Your trusted friend and neighbor, an experienced geologist, is putting together a group of
investors to fund an exploratory gold mining venture. The venture could pay back 50 to 100 times
the investment if successful. If the mine is a bust, the entire investment is worthless. Your friend

estimates the chance of success is only 20%. If you had the money, how much would you invest?

a. Nothing =
b. One month’s salary =
c. c. Three month’s salary =
d. d. Six month’s salary =
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Rate the following self- assessment statements

strongly Agree = 5




Agree = 4
Neutral = 3
Disagree = 2

Strongly Disagree = 1

43. Rank following investment choices starting from the most preferred to the least preferred.

(please choose any 3 where most preferred = 03, least preferred =01):

Preference 1
Preference 2

Preference 3

Helping Notes

P Self Confidence Assessment Questions are used to enhance the understanding of investors about
his/her own confidence level.

P For Financial Knowledge assessment, study tends to use 10- item scale which is the latest version
of famous Houts and Knoll FKS- 2012 later modified and published in Dec 2019.

P Philosophy questions: The 6-question related to investment philosophy cover the source of
information, the term of investments and sneak peep of investors’ nature to invest for safe returns
vs willingness to get high but volatile returns.

P For Investment Choices Investment choices are classified as

e less Risk Tolerant=3,4,5=1

e  Moderate Risk Tolerance=9, 6=2

e  More Risk Tolarance=1,2,7,8=3

e And weights are assigned in a manner that
e 1% Preference =1*3/3

e 2" Preference =1*2/3

e 3" Preference =1*1/3



Appendix: 4

Table 7.1: Model-fit Criteria and Acceptable Fit Interpretation

Model-fit Criterion

Acceptable Level

Interpretation

Chi-square

Goodness-of-fit index (GFI)

Adjusted GFI (AGFI)

Root-mean square residual (RMR)

Standardized RMR (SRMR)

Root-mean-square error of
approximation (RMSEA)

Tucker—Lewis Index (TLI)

Normed fit index (NFI)

Parsimony fit index (PNFI)

Akaike information criterion (AIC)

Tabled x* value

0 (no fit) to 1 (perfect fit)
0 (no fit) to 1 (perfect fit)
Researcher defines level
<.05

.05 to .08

0 (no fit) to 1 (perfect fit)
0 (no fit) to 1 (perfect fit)
0 (no fit) to 1 (perfect fit)

0 (perfect fit) to positive value
(poor fit)

Compares obtained x° value with
tabled value for given df

Value close to .80 or 95 reflects a
good fit

Value adjusted for df. with .90 or
.85 a good model fit

Indicates the closenessof = to S
matrices

Value less than .05 indicates a
good model fit

Value of .05 to .08 indicates close
fit

Value close to .80 or 95 reflects a
good model fit

Value close to .80 or 95 reflects a
good madel fit

Compares values in alternative
models

Compares values in alternative
models

Conversely, borrowing rates are higher in Turkey: 43 per cent of the population borrows from a
financial institution or uses a credit card, compared to 22 in other upper-middle-income countries (The

Fintech market in Turkey the fintech sector and its potential and financial health in Turkey, 2019). The

percentage of correct answer of credit card question is high in Tiirkiye as compere to Pakistan.

by H Diizakin - 2021 — Additionally, the results of this study indicated that the level of financial

literacy 1s 52.9% in Turkey.



