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FINANCIAL ECONOMICS | RESEARCH ARTICLE

A model for female South African investors’ 
financial risk tolerance
J. Lawrenson1 and Z. Dickason-Koekemoer1*

Abstract:  Research relating to the influence of investor’s demographic factors and 
personality traits on financial risk tolerance receives increasing attention. Financial 
risk tolerance refers to the degree of uncertainty an investor is willing to bear, with 
regards to the financial risks taken on. The investor’s personality refers to the stable 
characteristics an individual tends to display in any given situation. Personality traits 
may therefore also be considered as a driver in investor financial decisions. 
Understanding the influence gender and personality traits have on an investor’s 
financial risk tolerance, will assist in predicting their financial and investment 
decisions with regards to their asset portfolios. The purpose of this article is to 
develop a structural equation model for investment firms to more accurately profile 
their female investors, considering their personality traits, level of risk tolerance and 
level of education. Results from this study are in line with previous investment and 
portfolio management research. Results indicate that male investors are more risk- 
tolerant than their female counterparts. Furthermore, investors’ level of education 
significantly influenced their level of financial risk tolerance. Personality traits were 
found to influence female investors financial risk tolerance.

Subjects: Social Sciences; Area Studies; African Studies; Economics, Finance, Business & 
Industry; Economics; Econometrics; Business, Management and Accounting; Risk 
Management; Finance  
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1. Introduction
Understanding individual investment behaviour is a key factor in the financial market (Pereira da 
Silva, 2012). Financial markets encompass various risks in terms of investments as well as indivi-
dual investment decisions. The most prevalent risk encountered in financial markets is financial 
risk (Robb & Woodyard, 2011). Dohmen et al. (2005) contend that risk includes a certain amount of 
uncertainty, as well as being the main driver in the financial decision-making process of an 
investor. Investors display inconsistent financial risk-taking behaviour across gender (Borden 
et al., 2008). It is widely recognised that female investors are less prone to participate in risk- 
taking behaviours than their male counterparts (Bajtelsmit & Bernasek, 1996; Booth & Nolen, 2012; 
Cárdenas et al., 2012; Gustafson, 1998; Jianakoplos & Bernasek, 1998). A key argument in various 
research studies relates to the statement that males and females perceive risk-taking different 
from one another (Dohmen et al., 2005; Gustafson, 1998; Harris et al., 2006; Watson & 
McNaughton, 2007).

An individual’s inclination to take part in risk-related behaviour stems from his/her ability to 
make financial decisions as well as his/her understanding of financial knowledge (Hallahan et al., 
2003; Lusardi, 2008). Risk-taking behaviour is described as the action of an individual taking part in 
an activity where the result could be either positive or negative (Boyer, 2006). One of the major 
contributors to understanding an individual’s risk-taking behaviour is his/her level of financial risk 
tolerance, which is impacted by economic factors and policies (Robb & Woodyard, 2011). However, 
the individual is still in charge of making his/her financial decisions (Robb & Woodyard, 2011).

Risk tolerance is described as the willingness of an individual to take part in behaviours where 
the outcomes are uncertain but also accompanied by the possibility of a negative result (Grable & 
Joo, 2004; J.E. Grable, 2000). An individual’s level of risk tolerance encompasses the degree to 
which they are willing to accept uncertainty (J.E. Grable, 2016). Risk tolerance can be influenced by 
various demographical factors such as gender, age, level of income, occupation and marital status 
(J.E. Grable, 2000). In terms of investors’ risk tolerance levels, Weller and Tikir (2010) advocate that 
it is important to recognise the influence personality types have on the investor’s decision-making 
processes. Individuals frequently display unpredictable responses to risks across varied domains 
and situations (Schoemaker, 1990; Weller & Tikir, 2010). Moreover, unpredictable responses are 
frequently displayed by individuals regarding risk-taking behaviours in different situations and 
personality domains (Powell & Ansic, 1997).

The debate of risk tolerance being part of a personality domain has undertaken a similar 
expansion to that of personality traits in general (Blais & Weber, 2006). In terms of personality 
traits relating to risk-taking behaviour, Harris et al. (2006) and Weller and Tikir (2010) argue that 
the tendency of females’ risk aversion could be accredited to the propensity of making decisions 
based on emotion. Fisher and Yao (2017) argue that female investors’ financial risk tolerance 
should be measured more reliably and accurately, as current measures are not sufficient in 
determining their financial risk tolerance levels.

In the financial markets, it is frequently found that females display risk-averse behaviour with 
regards to investment behaviour and/or financial decision-making processes (Schubert et al., 
1999). In the South African context, previous research indicates that South Africa conforms to 
the literature stereotype of female risk aversion (Lawrenson, 2017). To aid this phenomenon, Brick 
et al. (2012) in a study titled “Risk Aversion: Experimental Evidence From South African Fishing 
Communities” states that in the sample used, female participants were more risk-averse than their 
male counterparts. In the study titled “Resolving Risk? Marriage and Creative Conjugality”, Jackson 
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(2007) obtained similar results. As such, the purpose of this study is to develop a model for 
investment firms to more accurately profile their investors, considering the investor’s risk toler-
ance, personality traits and level of education.

2. Literature review
In fluctuating markets, investors often face uncertainty when they make financial decisions. 
Generally, the decisions the investors face include some degree of risk. Risk is defined as uncer-
tainty in its most simple form (Head, 1967). Risk tolerance is one of the key components of risk. 
Risk tolerance refers to the amount of uncertainty an investor is willing to take, with the expecta-
tion of receiving something in return for the uncertainty they bear (J.E. Grable, 2000). Generally, 
investors are categorised according to their risk tolerance level. Investors can either be risk-averse, 
risk-neutral or risk-seeking. Risk-averse investors refer to investors who do not have any preference 
for risk in their financial decisions (Paulsen et al., 2012). Risk neutral investors refer to investors 
who do not have a precise preference for risk (Concina, 2014). Whereas, risk-seeking investors have 
a clear preference for risk (Concina, 2014). Once investors are aware of their level of risk tolerance, 
it is expected that they will participate in suitable financial behaviour.

The investor’s level of risk tolerance is influenced by numerous factors, including but not limited 
to, demographical factors and cognitive factors. Other factors generally include environmental and 
economic factors (Kannadhasan et al., 2016). Furthermore, the focus of cognitive factors is on the 
investor’s personality traits. The Five-Factor Model focuses on the following personality traits, 
namely: (i) neuroticism, (ii) extraversion, (iii) openness to experience, (iv) agreeableness, and (v) 
conscientiousness (Cooper, 2003; Mayfield et al., 2008; Rothmann & Coetzer, 2003; Vazifehdoost 
et al., 2012). Furthermore, the adapted model also focuses on investors’ inclination to invest in the 
short-and long-term.

The neuroticism personality trait, also known as emotionality, refers to the inclination of indivi-
duals to feel worried, unhappy, uncomfortable and also self-doubting (Cooper, 2003). Myers et al. 
(2010) argue that the neuroticism or emotionality trait is also sometimes referred to as the anxiety 
factor. Furthermore, this trait encompasses individuals facing unfavourable emotions (Myers et al., 
2010; Rothmann & Coetzer, 2003). The extraverted personality trait refers to individuals who are 
ambitious and more confident, as well as individuals who are more verbose and gregarious 
(Cooper, 2003). Some researchers argue that more extraverted individuals, prefer to be in more 
contact with other people (Myers et al., 2010). Furthermore, this trait displays the individual’s 
tendency to express their personal opinions, as well as their leadership skills (Myers et al., 2010; 
Verduyn & Brans, 2012).

The openness to experience personality trait relates to the ability of an individual to be 
inventive, sophisticated, inquisitive, and to also be unique (Cooper, 2003; Kaufman, 2013). 
Some researchers state that the openness to experience trait also refers to an individual’s ability 
to be open to new experiences, as well as the ability of the individual to accept change (Myers 
et al., 2010). Cooper (2003) argues that individuals with agreeableness personality trait are 
inclined to be more considerate, forgiving, naïve, as well as lenient. Agreeable individuals 
normally display pleasant and supportive behaviour (Cooper, 2003). Researchers such as Myers 
et al. (2010), argue that agreeableness is the inclination of the individual being more empathetic. 
Cooper (2003) argues that the conscientiousness personality trait is the inclination of the 
individual being systematic and careful, being a hard worker, being responsible, and is also 
somebody who is organised and determined. Researchers such as Jackson et al. (2010) and 
Vazifehdoost et al. (2012) argue that individuals in this trait are also more strategic, and display 
more organised behaviour, rather than being impulsive.

Personality constructs differ between gender. Males and females do not report the same levels 
of differences in the five personality domains. Feingold (1994) conducted a study by making use of 
a meta-analysis and obtained results indicating a distinct difference in personality traits based on 
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gender. Schmitt et al. (2008) conducted a study across 55 nations and found results supporting the 
differences in personality traits based on gender. In the study of Costa et al. (2000), female 
participants provided higher scores on the neuroticism trait. Karwowski et al. (2013) provided 
results indicating that three of the big five personality traits influenced both male and female 
participants in the same manner. However, female participants provided results for the other two 
personality traits, associating agreeableness negatively, and extraversion positively with creative 
self-efficacy. Furthermore, female investors generally display opposite behaviour in terms of their 
risk tolerance behaviour than their male counterparts. Gender often influences investors’ decision- 
making processes and their degree of risk tolerance.

In general, females are perceived to be nurturers and not the traditional providers of house-
holds (McKenzie, 2011). Thus, it can be concluded that females are underrepresented and 
disadvantaged regarding their investment behaviour. For female investors to break free from 
the literature stereotype and to improve their participation in investment activities, they will 
need a better understanding of their level of risk tolerance. The gender differences in financial 
risk tolerance have been studied widely (Bajtelsmit & Bernasek, 1996; Booth & Nolen, 2012; 
Byrnes et al., 1999; Cárdenas et al., 2012; Charness & Gneezy, 2011; Dwyer et al., 2002; Fisher & 
Yao, 2017).

Gender stereotyping is common when measuring an investor’s level of risk tolerance 
(Roszkowski & Grable, 2005; Yao & Hanna, 2005). It is generally believed that male investors 
are more risk-tolerant than their female counterparts (Dickason & Ferreira, 2018; Gibson 
et al., 2013; Roszkowski & Grable, 2005; Yao & Hanna, 2005). Some researchers argue that 
the prevalence of male risk tolerance levels may be attributed to culture and upbringing of 
children (Larkin et al., 2013; Slovic, 1966). It is commonly found and expected that male 
investors will be more risk-tolerant than their female counterparts. This risk-tolerant beha-
viour has also been previously found in the South African context by Jackson (2007), Brick 
et al. (2012), and Lawrenson (2017). Literature suggests that female investors are associated 
with lower levels of financial risk tolerance, and male investors with higher levels of financial 
risk tolerance (Dickason & Ferreira, 2018; Gibson et al., 2013; Roszkowski & Grable, 2005; Yao 
& Hanna, 2005).

With regards to financial risk tolerance of an investor, education refers to the level of formal 
education the investor completed (J.E. Grable, 1997). Larkin et al. (2013) argue that an inves-
tor’s level of education plays an important role in determining the investor’s level of risk 
tolerance. In general, researchers state that higher levels of financial risk tolerance are 
positively linked with higher levels of education (Grable & Joo, 2004; J.E. Grable, 1997; Larkin 
et al., 2013; Sung & Hanna, 1996). Hallahan et al. (2003) argue that an investor’s level of 
education will influence the investor’s ability to take risk. Furthermore, Hallahan et al. (2003) 
state that investors who obtained higher levels of education are considered to be more risk- 
tolerant in their financial decision-making. The positive association between financial risk 
tolerance and education can be attributed to the need for education to better understand 
inherent risks in certain investment decisions (Yao et al., 2005).

Although the literature proposes a positive relationship between education and financial risk 
tolerance, some researchers have obtained results indicating the opposite (McInish, 1982). 
McInish (1982) obtained results in the study titled “Individual investors and risk-taking”, propos-
ing that education and financial risk tolerance are positively correlated; however, the coefficients 
of education were not statistically significant in any of the regressions. Researchers agree that 
the demographical characteristics described above are positively correlated with the financial 
risk tolerance level of an investor. As such, the theoretical foundation suggests that lower levels 
of risk tolerance are associated with lower levels of education, and higher levels of risk tolerance 
with higher levels of education.
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3. Methodology
The following sections identify the research approach, research instrument, the sample as well 
as the formulated hypothesis and statistical analysis techniques employed throughout the 
research article.

3.1. Research instrument
This paper made use of previously collected data, thus following a secondary data analysis (SDA) 
approach. An electronic questionnaire was distributed by an investment firm in 2018 in South 
Africa. The survey was loaded onto the investment firm’s electronic database which the firm uses 
to communicate with its clients. To ensure anonymity, the researcher did not know the client 
database of the relevant investment firm, as the company performed the screening of the 
participants. Therefore, the anonymity of the participants was guaranteed.

The questionnaire used to gather the data for this study comprised six sections. However, this 
study only made use of the following sections. Section A gathered the demographic information of 
the participants, Section B included a scale measuring investors’ financial well-being, the Grable 
and Lytton 13-item risk tolerance scale (GL-RTS), and the Survey of Consumer Finances (SCF) single 
risk tolerance question. Section E focussed on the investors’ personality, making use of an adapted 
five-factor model using the Big Five personality traits:

● Neuroticism (N),
● Extraversion (E),
● Openness to experience (O),
● Agreeableness (A),
● Conscientiousness (C),
● Risk aversion (RA),
● Short-term intentions (ST), and
● Long-term intentions (LT).

3.2. Research sample selection
The target population for this study was investors who held a formal investment at a specific 
private investment firm in South Africa. The target population was a representative sample of 
the South African context, as participants reside in all nine provinces of the country. In terms of 
this research study, the investment firm in question granted the use of their data, as long as 
their name is not mentioned in any way. A purposive sampling method was employed by the 
investment firm, with the sample size constituting 1 065 of their investors. Within the sample, 
56.0 percent were female and 44.0 percent male. Furthermore, 55.0 percent of the sample 
were aged 50 years and older. Majority of the sample were classified as white (67.0%). In terms 
of educational level, 35.0 percent holds a diploma as their highest level of education.

3.3. Statistical analysis
Reliability analysis and independent samples t-tests were used to determine the effect of gender 
on investor’s risk tolerance levels. Structural equation modelling (SEM) was used to model female 
investor’s financial risk tolerance, considering their personality traits and level of education.

4. Empirical results and discussion
This section of the paper focuses on the empirical results obtained, as well as the discussions 
relating to each method of statistical analysis.

4.1. Investors’ personality traits
In terms of reliability, all the personality domains hold acceptable Cronbach alpha values (values > 
0.60), except for openness to experience (Neuroticism, α= 0.87, Extraversion—α= 0.77, Openness to 
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experience—α= 0.56, Agreeableness—α= 0.72, Conscientiousness—α= 0.65, Risk Aversion—α= 0.77, 
Short term intentions—α= 0.70, and Long term intentions—α= 0.77). The openness to experience 
domain was adjusted to obtain the Cronbach alpha value of α= 0.72. This value was obtained by 
removing the third variable from the openness to experience domain. As such, the scale is deemed 
reliable as all Cronbach alpha values are higher than 0.7.

In terms of confirmatory factor analysis for the adapted five-factor model, it is evident that all 
factors forming part of the personality domains are significant (p < 0.01) and the factors indicated 
suitable loadings. Agreeableness’s fourth sub-domain indicated a very small significance, along 
with conscientiousness’s first and second sub-domains, also indicating a very small significance. 
Furthermore, investors are more concerned with their degree of risk aversion than their invest-
ment’s time horizon. However, investors prefer to invest in the long term rather than the short 
term (MeanRA = 3.76, MeanLT = 3.73, MeanST = 3.09). Table 1 below presents the personality 
measures' estimates and p-values.

As the chi-square test is seen as an excessively strict indicator of model fit, Hancock and Mueller 
(2010) proposed small deviations from the model. Mueller (1996) is of the opinion that the chi- 
square statistic should be divided by the degrees of freedom (CMIN/DF). The CMIN/DF value 
obtained for this analysis is 4.64, which represents a good model fit (Mueller, 1996). 
A moderately adequate comparative fit index (CFI) value of 0.848 was obtained, while a root 
mean square error of approximation (RMSEA) value of 0.058, with a 90 percent confidence interval 
of [0.056; 0.061].

4.1.1. The effect of gender on investors’ risk tolerance
The SCF single risk tolerance question was included in the questionnaire as a control question to 
determine investors degree of risk tolerance. Majority of the investors indicated that they are 
willing to take average financial risks (32.3%), and above-average financial risks (29.3%). 
Furthermore, the GL-RTS was also used to determine investors’ degree of risk tolerance. The 
scale measures investors degree of risk tolerance according to three facets, namely investment 
risk, financial risk, and speculative risk. Speculative risk held the highest standard deviation value 
(Std dev = 0.96), indicating that investors were more prone to engage in speculative financial risk 
tolerance behaviour.

The GL-RTS was adapted and three of the constructs were removed as these constructs 
presented low correlations. Constructs 1, 7 and 10 were removed. Before the adapted scale, 
a Cronbach alpha value of 0.67 was obtained. After the scale has been adapted, the 
Cronbach alpha value was 0.68. The initial Cronbach alpha value of 0.67 is deemed suitable 
according to Malhotra (2010, p. 319), as the value is > 0.60. However, based on the low 
correlations of the three removed constructs, the adapted scale’s Cronbach alpha value will 
be used to determine whether the scale is reliable. The Cronbach alpha value of 0.68 is > 
0.60 and thus the scale measuring investor’s risk tolerance is deemed reliable. Table 2 below 
presents the independent samples t-test for risk tolerance.

Table 2 indicates the differences in risk tolerance of investors, based on their gender. As 
discussed above, it is evident that the SCF single risk tolerance question yields a small difference 
in investor risk-tolerant behaviour based on their gender (MMale = 2.56, MFemale = 2.54). The effect 
size calculated for the SCF single risk tolerance question is r = 0.01, which is indicative of a very 
small effect (Cohen, 1988).

The GL-RTS provided an effect size of r = 0.48, which is indicative of a medium-sized effect. Thus, 
gender does have a medium impact on the investor’s risk tolerance. Levene’s test indicated 
a significance value of p = 0.473, which is greater than 0.05, suggesting that the variability of 
the scores are comparatively the same (Levene, 1960). The independent t-test displays 
a significance of p < 0.000 at the 5 percent confidence interval. Thus, this significance value 
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indicates that gender does have a significant impact on the investor’s risk tolerance. The mean 
scores obtained for the male and female portion of the sample, confirm the difference in risk 
tolerance based on gender (MMale = 2.14, MFemale = 1.94). The higher mean score for the male 
portion of the sample indicates that male investors are more likely to participate in financial risk- 
tolerant behaviour than their female counterparts. Results obtained in this study are in line with 
those obtained by J.E. Grable (2000). Table 3 presents the relationship between the investor's level 
of risk tolerance and level of education.

Table 1. Personality measures estimates and p-values
Personality domain/Item 
code

Estimate P-value

Neuroticism—C1 0.71 ***

Neuroticism—C2 0.76 ***

Neuroticism—C3 0.73 ***

Neuroticism—C4 0.78 ***

Neuroticism—C5 0.79 ***

Extraversion—C6 0.58 ***

Extraversion—C7 0.72 ***

Extraversion—C8 0.71 ***

Extraversion—C9 0.69 ***

Openness to experience—C10 0.57 ***

Openness to experience—C11 0.47 ***

Openness to experience—C13 0.74 ***

Openness to experience—C14 0.76 ***

Agreeableness—C15 0.63 ***

Agreeableness—C16 0.93 ***

Agreeableness—C17 0.84 ***

Agreeableness—C18 0.04 ***

Conscientiousness—C19 0.03 ***

Conscientiousness—C20 −0.00 ***

Conscientiousness—C21 0.67 ***

Conscientiousness—C22 0.85 ***

Conscientiousness—C23 0.83 ***

Risk aversion—C24 0.75 ***

Risk aversion—C25 0.61 ***

Risk aversion—C26 0.59 ***

Risk aversion—C27 0.73 ***

Short-term intentions—C28 0.39 ***

Short-term intentions—C29 0.66 ***

Short-term intentions—C30 0.73 ***

Short-term intentions—C31 0.50 ***

Short-term intentions—C32 0.65 ***

Long-term intentions—C33 0.59 ***

Long-term intentions—C34 0.68 ***

Long-term intentions—C35 0.66 ***

Long-term intentions—C36 0.66 ***

Long-term intentions—C37 0.60 ***

***P-value is significant at the.000 level 
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5.1.2. The effect of education on investors’ risk tolerance
The GL-RTS presented a significance value (p < 0.01), which indicates that the investor’s level of 
risk tolerance and level of education holds a significant relationship, as presented in the table 
below. In terms of effect size, the Cramer’s V (V = 0.13) indicates that the relationship between 
the level of risk tolerance and level of education holds a small effect, at a 99 percent con-
fidence interval (p < 0.01).

Figure 1 below identifies the relationship between the investor’s level of education and their 
level of financial risk tolerance.

From the figure above, it is evident that lower educated investors account for the majority of the 
sample, typically those investors with an education level of matric and diploma (60.14%). Investors 
who are higher educated account for the remainder of the sample (undergraduate degree and 
postgraduate degree—39.86%). Furthermore, investors who are less educated prefer to take more 
financial risks and investors who are more educated, prefer to take fewer financial risks. An 
interesting result is that investors who possess Matric as their highest level of education. These 
investors tend to take substantial financial risks, although it is expected from the literature that 
lower educated investors should take fewer risks. Furthermore, investors possessing Postgraduate 
degrees as their highest level of education only prefer to take average financial risks, this contra-
dicts assumptions in the literature that higher educated investors tend to take greater risks (Irwin, 
1993). As such, the investor’s level of education significantly influences their degree of financial 
risk tolerance. The results obtained in this study are in line with those obtained by Hallahan et al. 
(2003) and (McInish, 1982).

36.2%

26.6%

15.7%

12.1%

22.1%

32.8%

35.3%

30.6%

16.8%

23.4%

28.4%

41.9%

24.8%

17.2%

20.6%

15.3%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0% 45.0%

Up to matric

Diploma

Undergraduate degree

Postgraduate degree

SCF No risk SCF Average risk SCF Above average risk SCF Substantial risk

Figure 1. Relationship between 
the level of risk tolerance and 
education.

Table 3. The relationship between risk tolerance and level of education
Risk tolerance measure Spearman correlation Level of education

GL-RTS Correlation coefficient 0.17**

Sig (2-tailed) 0.000

N 596

**Correlation is significant at the 0.01 level 
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4.2. Structural equation model
The following sections provide the statistical analyses for developing the SEM. The results are 
presented in the order of conducting a SEM.

4.2.1. Define individual constructs
In this research study, a relationship between the investor’s demographical characteristics, their 
level of financial risk tolerance and their personality traits exist. Figure 2 below identifies the 
theoretical relationships between these variables.

4.2.2. Develop and identify measurement tool
As this study followed a SDA approach, the researcher made use of existing data. As such, no 
measurement tool was developed. However, the GL-RTS, as well as the SCF single risk tolerance 
question, was identified as measuring tools for the investor’s level of risk tolerance. Moreover, 
the adapted five-factor model was used as a measuring tool for the investor’s personality 
traits.

4.2.3. Indicate structural model
In terms of the structural model, a moderately adequate CFI value of 0.818 was obtained. An 
RMSEA value of 0.053 with a 90.00 percent confidence interval of [0.050; 0.055] was obtained. The 
CMIN/DF value obtained in this study is 2.66, which represents a good model fit (Mueller, 1996). 
Figure 3 below identifies the structural model.

4.2.4. Assess structural model validity
Table 4 presents the standardised regression weights for the GL-RTS, personality domains and level 
of education.

In terms of the GL-RTS, risk aversion has a unique statistically significant contribution (p < 0.01) to 
the investor’s risk tolerance with a negative extent (standardised regression coefficient = −0.62). The 
remainder of the personality traits and level of education did not have a unique contribution to the 
GL-RTS. However, all the variables aid in the explanation of the structural model.

It is concluded that all the personality domains, level of risk tolerance and level of education 
contributed to the development of the SEM. Risk aversion contributed significantly to the 

Demographics

Gender

Education

Risk tolerance

Personality

N, E, O, A, C

Figure 2. Theoretical relation-
ship amongst variables.
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development of the model. The investors’ risk profile is thus significantly influenced by their 
personality traits, level of risk tolerance and level of education.

5. Conclusion
From the discussions presented above, it is evident that the investor’s personality traits could be 
determined by making use of the adapted five-factor model. The scale was determined to be 
reliable and all the factors the scale intended to measure were achieved. Furthermore, it is evident 
that the investor’s gender significantly influenced their level of financial risk tolerance. Male 
investors were found to be more risk-tolerant than their female counterparts. Moreover, the 
investor’s level of education also significantly influenced their level of financial risk tolerance.

This study yielded interesting results, with lower educated investors displaying higher levels 
of financial risk tolerance. Whereas, higher educated investors displayed lower levels of 
financial risk tolerance. Finally, the SEM conducted provides a measurement model for 
investment firms to more accurately profile their female investors based on their level of 

Figure 3. Structural equation 
model.
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risk tolerance, personality traits and level of education. It is recommended that the same 
questionnaire is distributed to investors at other investment firms in South Africa, to obtain 
a more holistic sample.
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