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Abstract

Mutual funds (MFs) have grown to be a main vehicle for mobilization of savings, especially from the small and household sector
forinvestment in the stock market, which ensures high returns and low risk. Indian investors are peculiar in nature, and it is tough
to predict their behaviour as they belong to different cultures, religions, lifestyles, social status, education levels, and income
groups. The study was conducted with the aim of analyzing the impact of personality measures and investors' biases on
decision-making skills of women investors in mutual funds. The data were collected from 270 women investors who were living
in Chennai city, Tamil Nadu through questionnaires in the year 2017 - 18. The opinion of women investors was gathered through a
5-point scale on the impact of personality traits and investors' biases on decision to invest in mutual funds. Confirmatory factor
analysis method was used for data analysis. The study revealed that investors' biases had a greatimpact on the decision-making
skills of women investors and there was a statistically significant indirect effect of personality measures on decision-making
skills through investors'biases.
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nvestors have various alternatives for investing their money, that is, deposits in banks, real estate, gold, capital
markets, etc. There was a turnaround in the stock markets in the last two decades, and a major portion of
investors preferred to invest in capital markets. Due to the uncertain nature of the stock market, an investor has
to take appropriate measures to analyze the condition of the market on a regular basis in order to gain returns and
minimize risk. To minimize the risk for a new investor, investment in mutual funds (MF) may be the best option for
safe returns on his/her investments, particularly for women. Investors do not require a considerable initial
investment, the minimum amount required for investment in most MFs is as low as ¥ 500, they carry only a
moderate amount of risk, and are also capable of providing a secondary income (Mohan, 2017). Housewives
benefit greatly from MFs because they earn returns on otherwise idle cash savings. Before talking about operation
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of MFs, investment selection of different personality traits of investors is very much needed. This study is an
attempt to articulate about how the decision making styles of women investors are affected by their personality
traits and biases.

Review of Literature

The MF companies should design their schemes after careful study of investors' decision making behaviour and
switching behaviour (Vyas & Moonat, 2012). Desigan, Kalaiselvi, and Anusuya (2006) pointed various reasons
for women investors not investing in MFs, that is, not aware of investment options and procedures, risks involved,
grievance processes, etc. An empirical study conducted by Vijayalakshmi (2017) found significant positive
relationship between risk and returns for individual and portfolio investments. Singh (2012) observed that the
investors' attitude was affected by their gender, income, and qualifications. Sindhu, Rama Krishna, and Reddy
(2017) stated in their study that the demographic variable - age was significantly related with safety of investment
and also found that there was no relationship between the personal attributes of MF investors and their investment
perceptions. George and Chandran (2016) observed that satisfaction on returns was significantly related to period
of investment. Women investors are quite cautious about their investments that they continuously monitor their
investments and tend to select only reliable schemes. Their levels of satisfaction reflect their decision to re-invest
in MFs.

Investors' decision making has been found to be positively affected by psychological factors (Lim, 2012 ; Qadri
& Shabbir, 2014 ; Qureshi, Rehman, & Hunjra, 2012). However, some studies also found that decision making
was not affected by some of the psychological factors. The behavioral factors such as overconfidence (Luong &
Thi Thu Ha, 2011), loss aversion and mental accounting (Masomi & Ghayekhloo, 2011), and herding (Gunay &
Demirel, 2011) have been found to affect the decisions of investors.

Indian investors are prone to behavioral biases during their investment decision making process. Income was
found to be a significant factor impacting the overconfidence level. Age, sex, earnings, wealth, and marital status
of individuals also affected their decision on investments (Mittal & Vyas, 2009 ; Verma, 2008). Individuals who
are more extraverted intend to engage in short term investing, while those who are in neuroticism avoid this
activity (Mayfield, Perdue, & Wooten, 2008). The personality traits of investors have an effect on the individuals
while taking decisions and strongly influence their decisions on determining the method of investment (Sreedevi
& Chitra, 2012). There is a need to make effective strategies by MF agencies and statutory bodies to bring more
confidence among MF investors (Gupta, 2011).

The purpose of this research is to address the gap in the knowledge of literature relevant to the MF investors,
particularly women in their decision making skills. Based on this, the research question is framed as : How do
different personality traits and biases impact the women investors and their investment decisions ?

Mutual Funds in India

Mfs have grown to be a main vehicle for mobilization of savings, especially from the small and household sector
for investment in stock markets, which ensures high returns and low risk. Mutual funds came into existence in
India in the year 1963. Unit Trust of India was the first association to launch the concept of MFs in India. In the
post - liberalization era, around 24 million UTI shareholders were assured high returns on investing in MFs. At
present, various financial institutions, banks, and insurance companies are issuing various types of MFs in
different schemes with more features. Around 34 MFs in India are offering multiple MF products (Kumar &
Arora, 2013). Amutual fund collects money from a cross-section of investors by issuing units ; builds a diversified

8 Indian Journal of Finance * April 2019



portfolio of stocks, bonds, and other investment instruments ; and invests the same in the capital market with the
aim of providing a steady flow of income with high capital appreciation. As the prime regulator of capital market
actives in India, the Securities and Exchange Board of India's (SEBI) basic objective is to protect the interest of
investors. Every mutual fund shall be registered with SEBI. Assets under management is the total market value of
investments managed by an asset management company (AMCs). According to the data from the Association of
Mutual Funds in India (AMFTI), the assets under management (AUM) of the mutual fund industry was X 22.86 lakh
crores and net inflow in mutual fund schemes stood at ¥ 46, 475 crores as in June 2018. SEBI's Investor Survey
(SIS) 2015 showed some key findings on mutual fund investors. Among the 5,356 respondents with financial
investments, around 66% (or 3,536 investors) had put money in MFs, making MFs the most favoured financial
instrument among Indian investors.

The major benefits of MFs are diversification of investments, expert investment management, liquidity,
convenience, transparency, flexibility, better returns with minimum risk, and high capital appreciation. However,
high costs, low penetration, lack of clarity about the risks associated with new and existing schemes, and poor
transparency in the computation of net asset value (NAV) are the main concerns in the industry. These issues are
keeping the investors away from mutual funds. Indian investors are peculiar in nature, and it is tough to predict
their behaviour as they belong to different cultures, religions, lifestyles, social status, education levels, and income
groups. This study attempts to find out the effect of personality traits and investors' biases on decisions making
skills of women investors with regard to MFs.

Objectives of the Study

(1) To analyze the impact of personality measures and investors’ biases on decision making skills of women
investors.

(2) To analyze the direct and indirect effects of personality measures and investors’ biases on decision making
skills of women investors.

Methodology

(1) Data : A structured questionnaire was used to gather information from 270 sample respondents working in
schools and colleges, banks and other sectors, post graduate students, self-employed women, and housewives who
had invested in MFs. Hair, Anderson, Tatham, and Black (1998) proposed that with quantitative research, a
minimum of 100 respondents should be considered in order to carry out the statistical analysis. Data were
collected in the academic year 2017-18.

(2) Sampling: Convenience sampling and snowball sampling techniques were used to select samples from the
population of women investors in Chennai city. As the total population could not be determined and thus sampling
frame could not be found, convenience sampling was used to select the sample (Bryman & Bell, 2007). We, after
meeting a convenience sample, collected information about other investors and approached them for gathering
data as a snowball sample.

(3) DataSources : Primary data were collected from the sample respondents. The questionnaire consisted of four

sections - demographic variables, personality measures, investment biases, and decision making factors of
women investors.
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(4) Statistical Design : Structural equation modelling was used to achieve the objectives of the study. The
statistical software SPSS and AMOS were used for data analysis.

(5) Research Framework : The conceptual framework of the study is displayed in the Figure 1. It ascertains the
impact of the factors of personality traits and investors’ biases on women investors' decision making regarding
investment in MFs. There are five personality measures which are : neuroticism, extraversion, openness to
experience, agreeableness, and conscientiousness and eight investors’ biases variables, which are : frame
dependence, herding, overconfidence, self attribution bias, illusion of control, mental accounting, conservatism
bias, and loss aversion. All ofthese personality measures and investors’ biases variables are found to have played

Figure 1. Conceptual Framework of the Study
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important roles in determining women investors' investment decision-making attributes such as achievement,
deliberative, emotional involvement, risk bearing, and routing based on studies by previous researchers.

The five personality traits (also known as the five factor model (FFM)) described by Tupes and Christal (1961)
have been taken as independent variables to know the impact on the decision making skills of the investors. The
factors are openness to experience, conscientiousness, extraversion, agreeableness, and neuroticism (OCEAN).
Digman (1990) advanced his five-factor model of personality in 1990 and Goldberg (1993) extended this to the
highest level of an organization. Many researchers have used these five domains as the basic structure behind all
personality traits.

The investors’ biases variables have been taken from various studies. Frame dependence means that a person
makes decisions that are influenced by the manner in which the information is accessed (Shefrin, 2003). While
making investment decisions, investors are usually more influenced by how the information is presented than
what information is presented. Lingesiya and Kengatharan (2014) explained that the herding effect in financial
markets is identified as the tendency of investors to follow others' actions. Then there are people who believe that
they have expertise in all aspects/areas and this kind of individuals are called as overconfident professionals
(Kahneman, 2011). He also felt that a little amount of knowledge about investments may lead to higher amount of
investments, however, not ending up with achieving the desired earnings. He described overconfidence as 'the
most significant ofall biases'.

Self-attribution bias refers to a person's tendency to attribute successes to his/her own skill but blame failures to
factors out of control (Hoffmann & Post, 2014). Gino, Sharek, and Moore (2011) described that when people have
a great deal of illusion of control, then they underestimate things and this was stated by earlier researchers as the
tendency for people to overestimate their talent to control actions. Mental accounting is the process whereby
individuals code, categorize, and measure financial outcomes (Thaler, 2008). Pompian (2015) pointed out that,
“When conservatism-biased investors do react to new information, they often do so very slowly. Recent evidence
suggests investors make systematic errors in processing new information that may be profitably exploited by
others” (p.65). In decision theory (Steele & Stefansson, 2015), loss aversion indicates people's tendency to
strongly prefer avoiding losses to acquiring gains. Aversion to loss is a strong emotion. The aversive response
replicates the critical role of negative emotions (anxiety and fear) to losses (Rick, 2011).

Analysis and Results

Multiple regression analysis is used to fit a model for each of the variables of decision - making skills of women
investors, that is, achievement, deliberative, emotional involvement, risk bearing, and routine based on their
personality measures, that is, neuroticism, extraversion, openness to experience, agreeableness,
conscientiousness, and investors' biases - frame dependence, disposition effect, herding, overconfidence,
cognitive dissonance, availability bias, self-attribution bias, illusion of control, mental accounting, loss aversion,
and conservatism bias on decision making variables. The following hypothesis is assumed for the model :

% H,: There is no significant combined effect of personality measures and investors’ biases variables on the
decision making skills of women investors.

As significant correlations were observed among most of the independent variables, it was felt that the problem
of multicollinearity may arise. Hence, we decided to go for stepwise regression to take care of the problem of
multicollinearity, and multiple regression analysis through SPSS software was used to determine the effect of the
independent variables (personality measure variables and investors’ biases variables) on the dependent variables
(decision making skills variables). The results of the regression model are displayed in the Table 1.
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Table 1. Coefficients of Regression Models

Variables Attributes of Decision Making Skills
Achievement Deliberative = Emotional Involvement Risk Bearing Routine
Personality Neuroticism 0.232 0.172 0.501 0.378 0.153
Measures Extraversion 0.078 -0.192 0.295 0.224 0.269
Openness to Experience 0.307
Agreeableness 0.092 0.142 -0.280
Conscientiousness -0.179 -0.242 0.205
Investors’ Frame Dependence 0.119 0.162 -0.132 0.144 0.123
Biases Herding -0.079 0.171 -0.161
Overconfidence 0.198 0.190 -0.098 -0.119
Self-Attribution Bias 0.152 -0.189
Illusion of Control 0.173 0.196
Mental Accounting 0.152 0.343
Conservatism Bias 0.220 0.402
Loss Aversion 0.125 0.984 0.172 0.247
R’ 0.542 0.748 0.686 0.423 0.383
F 31.745 39.903 35.982 13.821 9.712
P 0.000 0.000 0.000 0.000 0.000

The models for all the decision making attributes are significant (p <.01) at the 1% level of significance. The R -
square value for the model for the attribute : achievement is 0.542, which implies that about 54% of the variation in
achievement is explained by the personality measures and investors' biases variables. The personality measure
variable : neuroticism has a positive impact, with neuroticism having the highest influence on the decision making
attribute : achievement of an investor followed by agreeableness and extraversion. Of the investors' biases
variables, overconfidence, illusion of control, mental accounting, loss aversion, and frame dependence - all have a
positive impact on achievement, with overconfidence having the highest influence followed by the other variables
inthe order.

The R - square value for the model for the attribute : deliberative is 0.748, which implies that about 75 % of the
variation in deliberative is explained by the personality measures and investors' biases variables. The personality
measure variables : neuroticism and agreeableness have a positive impact, and extraversion has a negative impact
on the decision making attribute : deliberative of an investor. Of the investors' biases variables, frame dependence,
overconfidence, and self-attribution bias - all have a positive impact on deliberative, with loss aversion having the
highest influence followed by the other variables in the order.

The R- square value for the model for the attribute : emotional involvement is 0.686, which implies that about
69% variation in emotional involvement is explained by the personality measures and investors' biases variables.
The personality measure variables : neuroticism and extraversion have a positive impact, and conscientiousness
has a negative impact on the decision making attribute : emotional involvement of an investor. Of the investors'
biases variables, frame dependence, herding, and overconfidence - all have a negative impact, and illusion of
control, mental accounting, and loss aversion : all these have a positive impact on emotional involvement. The
variable : mental accounting has the highest influence followed by neuroticism and loss aversion.

The R-square value for the model for the attribute : risk bearing is 0.423, which implies that about 42% of the
variation in risk bearing is explained by the personality measures and investors' biases variables. It can be noted
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that all the personality measure variables have a significant influence on the risk bearing nature of the investors.
The variables : neuroticism, extraversion, and openness to experience have a positive impact, with neuroticism
being the most influential ; however, the variables : agreeableness and conscientiousness have a negative impact
on risk bearing. Of the investors' biases variables, frame dependence, herding, and loss aversion : all have a
positive impact, and overconfidence has a negative influence on risk bearing.

The R - square value for the model for the attribute : routine is 0.383, which implies that about 38% of the
variation in risk bearing is explained by the personality measures and investors' biases variables. It can be noted
that the personality measure variables : neuroticism, extraversion, and conscientiousness have a significant
influence on the routine nature of investors. Of the investors' biases variables, frame dependence and

Figure 2. Structural Model for Decision Making Skills (with Loadings)
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Table 2. Results of Confirmatory Factor Analysis

Chi-Square Df P GFI AGFI CFI TLI RMSEA
117.096 38 .00 .927 .873 .933 .904 .058
Norms >.9 >.9 >.9 >.9 <.06
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conservatism bias have a positive impact, and the variables : herding and self-attribution bias have a negative
impact on routine.

It can be observed that the personality measure variables : neuroticism and extraversion influence all the
decision making variables. Also, the investors' biases variable : frame dependence has an impact on all decision
making attributes, and the variables : overconfidence and loss aversion have an impact on all decision making
variables except routine behaviour of investors.

Itis discussed in the regression analysis how the personality measures and investors’ biases can have an impact
on the decision making skills of the investors. However, the conceptual model of this paper studies the relationship
between the decision making skills via interrelation between personality measures and investors’ biases. The
initial model suggests that the decision making skills are not influenced by the personality measures, and hence,
the model was restructured to find the impact of personality measures on decision making skills through investors’
biases. This model is tested using SPSS AMOS version 20 software and is displayed in Figure 2 and the results are
depicted in the Table 2.

The results suggest that the norms of a reasonably high fitting model are satisfied. However, before going into
further analysis, the normality of the variables considered for the study was also checked and it is found that
almost all the variables satisfy the normality condition (Z,,,, and Z,,, values fall within the range of -2.58 to +2.58
except few variables, which can be overlooked as the sample size is sufficiently large). The results of normality
check are presented in the Table 3.

The regression weights of the parameters used in the model are shown in the Table 4. It can be observed from
the Table 4 that the relationship between personality measures and decision making skills is not significant
(p >.05), but there is a significant relationship between investors’ biases and decision making skills. Also, the
attributes of personality measures, investors’ biases, as well as decision making skills significantly explain their
respective total variations.

The hypotheses assumed are presented in the Table 5 and are tested for validity. It can be observed that the
personality measures do not have an impact on the decision making skills, but have a significant indirect effect on
decision making skills through investors’ biases. This result reflects the findings of the study conducted by Sindhu
etal. (2017). Also, investors' biases have a strong impact on the decision making skills of women investors. Belief
and self-confidence were found to have a positive impact on investment decision-making in previous studies as

Table 3. Assessment of Normality

Variable Skewness  Critical Ratio Kurtosis Critical Ratio zZ,.. Z,..

Emotional Involvement -0.591 -4.512 1.424 5.439 -3.964 4.776
Deliberative -0.657 -5.021 1.708 6.522 -4.406 5.729
Achievement -0.133 -1.016 0.566 2.162 -0.892 1.898
Cognitive Dissonance -0.305 -2.33 -0.585 -2.235 -2.046 -1.962
Availability Bias 0.032 0.241 -0.13 -0.497 0.215 -0.436
Illusion of Control -0.04 -0.308 0.03 0.113 -0.268 0.101
Mental Accounting -0.505 -3.857 -0.077 -0.294 -3.387 -0.258
Conservatism Bias -0.101 -0.774 0.176 0.672 -0.677 0.590
Openness to Experience -0.215 -1.639 0.491 1.874 -1.442 1.647
Agreeableness -0.113 -0.861 0.108 0.411 -0.758 0.362
Conscientiousness 0.415 3.17 -0.45 -1.72 2.783 -1.509
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Table 4. Regression Weights

Vi V2 UE SE R S.E. C.R. P
Decision Making Skills - Investors' Biases 0.457 0.950 1.066 0.058 7.882 <.001
Decision Making Skills —  Personality Measures 0.078 0.120 0.057 1.357 0.175
Investors' Biases 0.885 0.658 0.433 0.105 8.414 <.001
Openness to Experience <  Personality Measures 0.914 0.737 0.384 0.105 8.695 <.001
Agreeableness 1.124 0.747 0.598 0.128 8.789 <.001
Conscientiousness 1 0.743 0.558

Mental Accounting 0.883 0.773 0.315 0.068 12.913 <.001
Illusion of Control 0.761 0.760 0.319 0.06 12.636 <.001
Availability Bias — Investors' Biases 1.055 0.709 0.613 0.088 11.988 <.001
Conservatism Bias 1 0.783 0.543

Cognitive Dissonance 0.814 0.599 0.551 0.082 9.879 <.001
Achievement — Decision Making Skills 1 0.565 0.359

Deliberative 1.138 0.561 0.503 0.139 8.211 <.001
Emotional Involvement 1.18 0.620 0.577 0.143 8.272 <.001

Note. V1-Dependentvariable, V2 - Independent variable; C.R - Critical Ratio; UE - Unstandardized estimate, SE - Standardized
Estimate; P - Probability

Table 5. Hypothesis Testing of Factors in the Model

Factors Hypothesis R P Inference

Investors' Biases - Personality There is no significant impact of 0.433 <.001 Rejected
Measures personality measures on investors’ biases.

Decision Making Skills Personality There is no significant impact of 1.066* 0.175 Not Rejected
Measures personality measures on investors’ biases.

Decision Making Skills < Investors' There is no significant impact of <.001 Rejected

Biases investors’ biases on decision making skills.

Decision Making Skills Personality ~ There is no indirect effect of personality  0.625 <.001 Rejected

Measures measures on decision making skills.

Note. * It is estimated that the predictors of DMS explain 106.6% of its variance. In other words, the error variance of DMS
is approximately -6.6% of the variance of DMS itself.

well (Bakar & Chui, 2016 ; Ghelichi, Nakhjavan, & Gharehdaghi, 2016). The Table 5 depicts that there is a strong
positive relation between personality measures and investors’ biases, which in turn have a strong influence in
affecting the decision making skills of women investors.

Conclusion and Scope for Further Research

This study has made an attempt to focus on how the personality measures and biases of investors influence the
decision making skills of women investors towards MFs. The study reveals that there is an indirect effect of
personality measures through investors’ biases on decision making skills of women investors. Personality
measures and investors’ biases variables have a positive relationship with decision making skills of women
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investors. Further research should focus on other factors and also on how the performance of mutual funds is
affected by portfolio management of specific funds and pattern of investment in the capital markets by individual
investors. A comparative study on behaviour of investors investing in MFs and stock markets can be carried out in
different geographical areas under different financial environments.

Research Implications

The regulatory bodies as well as MF companies should take effective measures to provide proper awareness and
educate the women investors so that the investors’ biases can be reduced and investors can take appropriate
decisions in making investments under different situations, which will bring them fruitful returns on their
investments. If the investors get good returns, they may be tempted to invest more in mutual funds, thereby
increasing the volume of the mutual fund business. This rise in the MF market may have an indirect effect on the
Indian economy and also pave way for economic upliftment in the country.

Limitations of the Study

It was difficult to define the population for this study because today's investor may not be tomorrow's investor. The
population of MF investors is variable in nature. This research focused only on Chennai city in Tamil Nadu and
hence, the findings are subjected to geographical variations in other parts of the world. The responses were
obtained from women investors, which might be subject to personal biases and there was a chance that they might
revert their responses at a later stage. The study was conducted during the period from 2017 - 18 under the current
financial environment in the country. Any change in the financial environment in future may affect the results of
the study.
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