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ABSTRACT

Investors will make better decisions when they identify and understand their emotions, and it will make them minimize 

the conflict associated with the decision-making process in making investment decision. Emotional intelligence is the 

skill to identify and recognize emotions on self and bring about it to improve well-being and the worth of one’s 

professional and personal relationships. This study is conducted on the impact of emotional intelligence on investment 

decision. Financial literacy moderates the relationship of emotional intelligence and investment decision in such a way 

that it strengthens both the links. Studies reveal that most investors do not respond equally to gains and losses. When gain 

occurs, investors feel positive whereas they undergo strong negative emotions from a realized loss of the same size. The 

main objective of this study is to assess the effect of personality and emotional intelligence on the investor behaviour. The 

study depends on primary data and a well-structured questionnaire is used for this purpose. Stratified sampling 

technique has been adopted to determine the sample for the study.
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INTRODUCTION

A stock market, equity market or share market is the 

aggregation of buyers and sellers of stocks (also called 

shares), which represent ownership claims on businesses; 

these may include securities listed on a public stock 

exchange, as well as stock that is only traded privately, 

such as shares of private companies which are sold to 

investors through equity crowd funding platforms. 

Investment in the stock market is most often done via 

stock brokerages and electronic trading platforms. 

Investment is usually made with an investment strategy 

in mind. . The stock market is one of the most important 

ways for companies to raise money, along with debt 

markets which are generally more imposing but do not 

trade publicly. This allows businesses to be publicly 

traded, and raise additional financial capital for 

expansion by selling shares of ownership of the company 

in a public market. The liquidity that an exchange affords 

the investors enables the Emotional Intelligencer holders 

to quickly and easily sell securities. This is an attractive 

feature of investing in stocks, compared to other less 

liquid investments such as property and other 

immoveable assets.

Emotional intelligence is the capability of individuals to 

recognize Emotional Intelligence own emotions and 

those of others, discern between different feelings and 

label them appropriately, use emotional information to 

guide thinking and behavior, and manage and/or adjust 

emotions to adapt to environments or achieve one's 

goal(s). Historically, in education, emotions have been 

thought to be peripheral to the process of learning. Recent 

research (Elias, 2004), however, has begun to indicate 

that Emotional Intelligence is a necessary component of 

any educational community. Emotional Intelligence has 

been defined by Elias as a set of skills necessary for 

effective social interaction and classroom success: (a) 

emotional recognition and regulation, (b) self-control, (c) 

goal setting, (d) social responsibility, (e) empathy, (f) 

problem solving, (g) conflict resolution, and (h) skills 

needed for leadership and effective group participation. 

There are presently theories and research for both rational 

decision-making and emotions decision-making 

focusing on the important role of emotions in decision-

making and the mental process and logic on the important 

role in rational decision-making.

The concept of emotional intelligence—sometimes 

referred to as emotional quotient or EQ—has gained wide 

acceptance. In recent years, some employers have even 

incorporated emotional intelligence tests into the 

Emotional Intelligencer application and interview 

processes, on the theory that someone high in emotional 

intelligence would make a better leader or coworker. 

While some studies have found a link between emotional 

intelligence and job performance, many others have 

shown no correlation, and the lack of a scientifically valid 

scale makes it difficult to truly measure or predict 

someone’s emotional intelligence on the job or in the 

home.

REVIEW OF LITERATURE

Sashikalav & Chitramani (2016) analysed that Investors 

are bound to be emotional while taking investment 

decisions. Conventional literature has proved that 

investors become more emotional while choosing the 

Emotional Intelligencer portfolio. Investment decision 

making process also has evolved with the impact of 

psychology where Emotional Intelligence and emotions 

play an important role. Emotional stability is thus an 

influencing factor in investment decision making process 

which is identified by Emotional Intelligence. 

Haldi (2014) explored the impact of emotional 

intelligence on investment decision making with a 

moderating role of financial literacy. The data were 

collected by using convenient sampling technique 

through a 5-point Likert scale questionnaire from a 

sample of 160 investors from stock exchange and banks. 

The study found a positive and significant relationship 

between emotional intelligence and investment decision 

making and the same between financial literacy and 

investment decision. In addition, when he examined 

these two relationships under financial literacy, the 

relationship between emotional intelligence and 

investment decision making was seen significantly 

associated. The results suggested that to make suitable 

investment decisions, investors should have control on 

the Emotional Intelligence emotions. Moreover, 

financial literacy of investors moderates this 

relationship. 

Muttath and Menachery (2017) explained Emotional 

intelligence enables to understand emotions of self and 

others, to use it productively and functionally 

Emotional Intelligence there to solve a problem or to 

utilize an opportunity. Those who are high on 

emotional intelligence are able to use and integrate the 

Emotional Intelligencer moods and emotions 

effectively. People with low emotional intelligence 

may get excited, overwhelmed or depressed with the 

Emotional Intelligencer moods and emotions, and may 

not reap the potential benefits of the given situation. 

Emotional Intelligence is potentially related to 

Investment decisions. Studies reveal that most 

investors do not respond equally to gains and losses. 

When gain occurs, investors feel positive whereas they 

undergo strong negative emotions from a realized loss 

of the same size. This study has observed and analysed 

the similarities or differences among high and low 

emotional intelligence and investment decisions. 

Bhardwaj, Kumar (2014) mentioned that Emotions 

play an important role in carrier decision making 

process. Adolescence is one of the periods when both 

the immediate as well as long term effects. This 

investigation aimed to evaluate the impact of 

emotional intelligence on decision making style 

among adolescent of educational institutions of 

Haryana states. The proposed correlation analysis was 

assessed with t-test techniques to see difference of 

emotional intelligence and decision making style 

among boys and girls. These relations were tested with 

a sample of 600 participants, 300 girls and 300 boys of 

educational institutions of Haryana states. The results 

assessed that boys are higher score on some 

dimensions of emotional stability, personality 

integration and independent as compare to girl and 

girls are higher score on the diminutions of emotional 

progression and social adjustment as compare to boys. 

Tanvir , Sufyan , Ahsan (2018) Emotion and 

perception are contexts of behavior finance which 

affects decision making from different perspectives. 

Emotion intelligence is Emotional Intelligence 

explored by this research and found in decisions of 
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investments. Emotion intelligence was revealed by 

taking sample from Karachi, Lahore and Islamabad stock 

exchanges with a total sample of 225 investors was 

studied. On emotion intelligence linear and multi 

regression was applied with support of correlation. 

Majority of investors in study are male while they are 

having experience more than 1 year and investors are 

well educated. The results revealed that emotion 

intelligence is having significance impact on investment 

decisions and plays a vital role in selection of securities. 

Investors are having self- awareness, self-management, 

motivation and empathy but low concentration on 

relationship-management. The overall study revealed 

low emotion intelligence and much influence by 

decision.

OBJECTIVES OF THE STUDY

The study aimed at observing and analysing the 

similarities or differences in Emotional Intelligence 

among active individual market participants with respect 

to their investment decisions. The main objectives are:

1. To study the Emotional Intelligence of individual 

investors on taking investment decisions.

2. To study the relationship between Emotional 

Intelligence and short term and long term 

investment decisions.

Hypotheses

The research hypothesis formulated for the study:

1. The individual personality traits and their emotional 

intelligence competencies have an impact on 

investor locus of control,

2. The individual personality traits and their emotional 

intelligence competencies have an impact on 

investor cognitive dissonance,

3. The individual personality traits and their emotional 

intelligence competencies have an impact on 

investor overconfidence, and

4. The individual personality traits and their emotional 

intelligence competencies have an impact on 

investor risk aversion.

METHODOLOGY  USED  FOR  DATA  ANALYSIS

The present study made an attempt to analyze the impact 

of emotional intelligence in investor’s decision. Different 

statistical and financial tools are used. These tools and 

techniques include for primary data collection Likert 

Scale Questionnaire method is used and the collected 

data was analyzed by using factor analysis to detect the 

impacts of emotional intelligence, mental intelligence, 

cognitive dissonance, investor overconfidence and 

different dimensions on investment decision.

DATA  PRESENTATION  AND  ANALYSIS

Factor Analysis

Factor analysis is conducted to reduce the behavioural 

biases into few components. The variables covered in the 

study revealed four behavioural biases shown by the 

respondents.table1 showed Kaiser-Meyer- Olkin (KMO) 

Measure which indicates the adequacy of sample  

0.646,which is more then the required measure of 0.5. 

The total variance explained in Table 2 and through scree 

plot, it is obvious that four components which are above 

the Eigen value of 1 are retained (Figure 1).

Table 1: KMO and Bartlett’s Test

 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.646 

Bartlett’s Test of Sphericity Approx. Chi-Square 143.300 

df 66 

Sig. 0.000 

Table 2: Total variance explained

Compo-nent  Initial  Eigen  Values  Extraction  Sums  of  Squared  Loadings  Rotation  Sums  of  Squared  Loadings  

Total  %  of  Variance  Cumulative  %  Total  %  of  Variance  Cumu-lative  %  Total  %  of  Variance  Cumula-tive  %  
1 3.977  33.145  33.145  3.977  33.145  33.145  2.318  19.315  19.315  
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Table 3: Rotated component matrix

 
  

 

Extraction Method - Principal Component Analysis;  Rotation Method- Varimax with Kaiser Normalization.

Table 3 shows the four principal components which are 

constructed out of 12 psychological biases using the 

varimax rotation technique that explain 73.287% of the 

total variance. The key output loadings or rotated 

component matrix helped to determine what the 

component represents. The loadings contain estimates of 

the correlations between the estimated components with 

all the variables. There is a very high correlation between 

the first component with overconfidence, second 

component with risk aversion, third component with 

locus of control and fourth component with cognitive 

dissonance. According to the output received from 

rotated component matrix in table 3, out of four principal 

components which are constructed out of 12 

psychological biases, we focused on over confidence, 

risk aversion, locus of control and cognitive dissonance 

for further analysis

Table 4: Logistic regression analysis of individual personality traits 
and their emotional intelligence as predictors of  locus of control

Factors B Wald D.F  Sig Exp(B)  
Personality traits Extraversion  0.738 12.618  1 2.092  

Agree - Ableness -0.739  10.851  1 0.478  
Conscien-Tiousness  0.885 14.752  1 2.424  

Emotional Intelligence 
Competencies 

Self  Awareness 0.668 13.134  1 1.951  
Motivation  - 0.587  5.652 1 0.556  
Empathy  0.461 4.920 1 1.586  
Social

 
Skills

 
0.859

 
10.215

 
1
 

.000  

.001  

.000  

.000  
.017  

.001  

.000
 

2.362
 

 Note: Exp. (B) – odds ratio, Sig –significance level, df – degrees of freedom, Wald – Wald's test & B – un-standardised regression coefficient

Table 4 indicates that conscientiousness, extraversion 

and agreeableness have significant relationship with 

locus of control since p (.000, .001, .000) respectively. 

Specifically   extraversion   and    conscientiousness are 

positively associated with locus of control since the B 

value is positive. As extra version and conscientiousness 

traits increase in an individual the odds of locus of control 

also increases by 2.092 and 2.424 times respectively. 

Agreeableness is negatively associated with locus of 

control. As agreeableness trait increases in an individual 

the odds of likelihood of locus of control will decrease by 

0.478 times. Among the emotional intelligence 

competencies self awareness, motivation, empathy and 

social skills have significant relationship with locus of 

control since p (.00, .017, .001, .000) respectively. Self 

awareness, empathy and social skills have positive 

association with locus of control. An increase in these 

competencies in an investor will lead to an increase in the 

odd of likelihood of locus of control by 1.951, 1.586, 

2.362 times respectively. Motivation is negatively 

associated with locus of control.

In table 5 the Nagelkerke R square is 0.668 which 

indicates that 66.8% of the variability in locus of 

c o n t r o l  i s  c o n fi r m e d  B y  

the above individual personality traits and their 

emotional intelligence competencies.

Table 5: Pseudo R square

Cox & Snell R Square

Nagelkerke R Square

0.501

0.668

Table 6: Logistic regression analysis of individual personality traits 
and theiremotional intelligence as predictors of cognitive dissonance

Factors
 

B
 

Wald
 

D.F
 
Sig

  
Exp(B)

 

Personality
 

Traits
 

Extraversion
 

2.312
 

15.790
 
1

 
.000

 
10.095

 

Emotional Intelligence Managing  Emotions  -0.724  14.789  1  .000  0.485  

Empathy  -1.851  18.123  1  .000  0.157  
 
Note: Exp (B) – odds ratio, Sig – significance level, df – degrees of freedom, Wald – Wald's test & B – un-standardised 
regression coefficient

Table 6 indicates that extraversion has a significant 

relationship with cognitive dissonance since p (.000). 

Extraversion is positively associated with cognitive 

dissonance since the B value is positive. As 

extraversion trait increases in an individual the odds of 

cognitive dissonance also increases by 10.095 times. 

Among the emotional intelligence competencies, 

significant relationship is between managing emotions 

and empathy with cognitive dissonance since p (.000, 

.000) respectively. Managing emotions and empathy 

are negatively associated with cognitive dissonance.

In table 7 the Nagelkerke R square is 0.845 which 

indicates that 84.5% of the variability in cognitive 

dissonance is confirmed by the above individual 

personality traits and their emotional intelligence 

competencies

Table 7: Pseudo R Square

Cox & Snell R Square

Nagelkerke R Square

0.630

0.845

Table 8:Logistic regression analysis of individual personality traits 
and their emotional intelligence as predictors of overconfidence

Factors  B  Wald  D.F  Sig   Exp (B)  
Personality Traits Extraversion  0.703  17.786  1  .000  2.020  
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Note: Exp (B) – odds ratio, Sig –significance level, df – degrees of freedom,
Wald – Wald's test & B – un-standardised regression coefficient
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Table 4: Logistic regression analysis of individual personality traits 
and their emotional intelligence as predictors of  locus of control

Factors B Wald D.F  Sig Exp(B)  
Personality traits Extraversion  0.738 12.618  1 2.092  

Agree - Ableness -0.739  10.851  1 0.478  
Conscien-Tiousness  0.885 14.752  1 2.424  

Emotional Intelligence 
Competencies 

Self  Awareness 0.668 13.134  1 1.951  
Motivation  - 0.587  5.652 1 0.556  
Empathy  0.461 4.920 1 1.586  
Social

 
Skills

 
0.859

 
10.215

 
1
 

.000  

.001  

.000  

.000  
.017  

.001  

.000
 

2.362
 

 Note: Exp. (B) – odds ratio, Sig –significance level, df – degrees of freedom, Wald – Wald's test & B – un-standardised regression coefficient

Table 4 indicates that conscientiousness, extraversion 

and agreeableness have significant relationship with 

locus of control since p (.000, .001, .000) respectively. 

Specifically   extraversion   and    conscientiousness are 

positively associated with locus of control since the B 

value is positive. As extra version and conscientiousness 

traits increase in an individual the odds of locus of control 

also increases by 2.092 and 2.424 times respectively. 

Agreeableness is negatively associated with locus of 

control. As agreeableness trait increases in an individual 

the odds of likelihood of locus of control will decrease by 

0.478 times. Among the emotional intelligence 

competencies self awareness, motivation, empathy and 

social skills have significant relationship with locus of 

control since p (.00, .017, .001, .000) respectively. Self 

awareness, empathy and social skills have positive 

association with locus of control. An increase in these 

competencies in an investor will lead to an increase in the 

odd of likelihood of locus of control by 1.951, 1.586, 

2.362 times respectively. Motivation is negatively 

associated with locus of control.

In table 5 the Nagelkerke R square is 0.668 which 

indicates that 66.8% of the variability in locus of 

c o n t r o l  i s  c o n fi r m e d  B y  

the above individual personality traits and their 

emotional intelligence competencies.

Table 5: Pseudo R square

Cox & Snell R Square

Nagelkerke R Square

0.501

0.668

Table 6: Logistic regression analysis of individual personality traits 
and theiremotional intelligence as predictors of cognitive dissonance

Factors
 

B
 

Wald
 

D.F
 
Sig

  
Exp(B)

 

Personality
 

Traits
 

Extraversion
 

2.312
 

15.790
 
1

 
.000

 
10.095

 

Emotional Intelligence Managing  Emotions  -0.724  14.789  1  .000  0.485  

Empathy  -1.851  18.123  1  .000  0.157  
 
Note: Exp (B) – odds ratio, Sig – significance level, df – degrees of freedom, Wald – Wald's test & B – un-standardised 
regression coefficient

Table 6 indicates that extraversion has a significant 

relationship with cognitive dissonance since p (.000). 

Extraversion is positively associated with cognitive 

dissonance since the B value is positive. As 

extraversion trait increases in an individual the odds of 

cognitive dissonance also increases by 10.095 times. 

Among the emotional intelligence competencies, 

significant relationship is between managing emotions 

and empathy with cognitive dissonance since p (.000, 

.000) respectively. Managing emotions and empathy 

are negatively associated with cognitive dissonance.

In table 7 the Nagelkerke R square is 0.845 which 

indicates that 84.5% of the variability in cognitive 

dissonance is confirmed by the above individual 

personality traits and their emotional intelligence 

competencies

Table 7: Pseudo R Square

Cox & Snell R Square

Nagelkerke R Square

0.630

0.845

Table 8:Logistic regression analysis of individual personality traits 
and their emotional intelligence as predictors of overconfidence

Factors  B  Wald  D.F  Sig   Exp (B)  
Personality Traits Extraversion  0.703  17.786  1  .000  2.020  
Emotional Intelligence 
Competencies

 

Self  Awareness  - 0.291  4.653  1  .031  0.747  
Empathy

 
-1.109

 
17.174

 
1

 
.000

 
0.330

 
Social

 
 Skills

 
1.243

 
18.677

 
1

 
.001

 
3.466

 
 

Note: Exp (B) – odds ratio, Sig –significance level, df – degrees of freedom,
Wald – Wald's test & B – un-standardised regression coefficient

Herding

Loss Aversion

Overconfident

Anchoring

Asymmetric Information

Cognitive Dissonance

Mental Accounting

Statusquo Bias

Sensation Seeking

Represent Ativeness

Risk Aversion

Illusion Control

 1

-0.047

0.756

0.834

0.002

0.494

0.195

0.388

-0.022

0.052

0.733

0.265

0.079

2

0.789

0.208

0.041

0.790

0.221

-0.067

0.055

0.272

0.430

-0.143

0.810

0.163

3

0.339

0.193

-0.045

0.075

-0.254

0.095

0.729

0.615

0.232

0.436

0.085

0.897

4

-0.216

0.228

0.126

0.186

0.555

0.889

-0.236

0.161

0.732

0.018

0.252

0.189

Component



Table 8 indicates that extraversion have a significant 

relationship with overconfidence since p (.000). Notably 

ex t r ave r s ion  ha s  pos i t i ve  a s soc i a t i on  w i th 

overconfidence since the B value is positive. As 

extraversion trait increases in an individual the odds of 

overconfidence also increases by 2.020 times. Among the 

emotional intelligence competencies, self- awareness, 

empathy and social skills have a significant relationship 

with overconfidence since p (.031, .000, .001) 

respectively. The social skill competency is positively 

associated with overconfidence and an increase in social 

skill competency in an investor will lead to increase in the 

odd likelihood of overconfidence by 3.466 times. Self 

awareness and empathy are negatively associated with 

overconfidence.

Table 9 the Nagelkerke R square is 0.589 which indicates 

that 58.9% of the variability in overconfidence is 

confirmed by the above personality traits and emotional 

intelligence competencies.

Table 9: Pseudo R Square

Cox & Snell R Square

Nagelkerke R Square

0.439

0.589

Table 10:Logistic regression analysis of individual personality traits 
and their emotional intelligence as predictors of risk aversion

Factors B  Wald  D.F  Sig   Exp (B)  
Emotional Intelligence 

Competencies 

Self  Awareness 0.390  14.802  1  .000  1.476  
Social  Skills 0.348  8.524  1  .004  1.417  

Note: Exp (B) – odds ratio, Sig –significance level, df – degrees of freedom, Wald – Wald's test & B – un-standardised 
regression coefficient

Table 10 indicates among the emotional intelligence 

competencies significant relationship is evident between 

self awareness and social skills with risk aversion since p 

(.000.004) respectively. Self awareness, empathy and 

social skills have a significant association with risk 

aversion. An increase in these competencies in an 

investor will lead to increase in the odd of likelihood of 

risk aversion by 1.476, 1.417 times respectively..

Table 11 indicates the Nagelkerke R square is 0.261 

which indicates that only 26.1% of the variability in risk 

aversion is confirmed by the above emotional 

intelligence competencies.

Table 11: Pseudo R Square

Cox & Snell R Square

Nagelkerke R Square

0.170

0.261

Findings & Conclusions

The study illustrated the impact of individual personality 

traits and their emotional intelligence on investor 

behaviour. Among the personality traits extraversion has 

a significant relationship with locus of control, over 

confidence and cognitive dissonance. Agreeableness has 

a negative association and conscientiousness has a 

positive association with locus of control.

Self awareness competency is positively associated with 

risk aversion and locus of control and negative 

association with over confidence. Empathy competency 

has positive association with locus of control and 

negative association with overconfidence and cognitive 

dissonance. Social skills competency is positively 

associated with risk aversion, locus of control and 

overconfidence. Motivation and managing emotions are 

negatively associated with cognitive dissonance and 

locus of control respectively. It is found that among the 

emotional intelligence competencies an individual 

possessing self awareness and social skills exhibit more 

behavioural biases.

The result of the research is represented through limited 

sample of data. Further research on the topic is needed to 

substantiate the finding. While the research has attempted 

to study the impact of emotional intelligence and 

personality traits on the investor behaviour it is believed 

the competencies can be improved over the years.
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Table 8 indicates that extraversion have a significant 

relationship with overconfidence since p (.000). Notably 

ex t r ave r s ion  ha s  pos i t i ve  a s soc i a t i on  w i th 

overconfidence since the B value is positive. As 

extraversion trait increases in an individual the odds of 

overconfidence also increases by 2.020 times. Among the 

emotional intelligence competencies, self- awareness, 

empathy and social skills have a significant relationship 

with overconfidence since p (.031, .000, .001) 

respectively. The social skill competency is positively 

associated with overconfidence and an increase in social 

skill competency in an investor will lead to increase in the 

odd likelihood of overconfidence by 3.466 times. Self 

awareness and empathy are negatively associated with 

overconfidence.

Table 9 the Nagelkerke R square is 0.589 which indicates 

that 58.9% of the variability in overconfidence is 

confirmed by the above personality traits and emotional 

intelligence competencies.

Table 9: Pseudo R Square

Cox & Snell R Square

Nagelkerke R Square

0.439

0.589

Table 10:Logistic regression analysis of individual personality traits 
and their emotional intelligence as predictors of risk aversion

Factors B  Wald  D.F  Sig   Exp (B)  
Emotional Intelligence 

Competencies 

Self  Awareness 0.390  14.802  1  .000  1.476  
Social  Skills 0.348  8.524  1  .004  1.417  

Note: Exp (B) – odds ratio, Sig –significance level, df – degrees of freedom, Wald – Wald's test & B – un-standardised 
regression coefficient

Table 10 indicates among the emotional intelligence 

competencies significant relationship is evident between 

self awareness and social skills with risk aversion since p 

(.000.004) respectively. Self awareness, empathy and 

social skills have a significant association with risk 

aversion. An increase in these competencies in an 

investor will lead to increase in the odd of likelihood of 

risk aversion by 1.476, 1.417 times respectively..

Table 11 indicates the Nagelkerke R square is 0.261 

which indicates that only 26.1% of the variability in risk 

aversion is confirmed by the above emotional 

intelligence competencies.

Table 11: Pseudo R Square

Cox & Snell R Square

Nagelkerke R Square

0.170

0.261

Findings & Conclusions

The study illustrated the impact of individual personality 

traits and their emotional intelligence on investor 

behaviour. Among the personality traits extraversion has 

a significant relationship with locus of control, over 

confidence and cognitive dissonance. Agreeableness has 

a negative association and conscientiousness has a 

positive association with locus of control.

Self awareness competency is positively associated with 

risk aversion and locus of control and negative 

association with over confidence. Empathy competency 

has positive association with locus of control and 

negative association with overconfidence and cognitive 

dissonance. Social skills competency is positively 

associated with risk aversion, locus of control and 

overconfidence. Motivation and managing emotions are 

negatively associated with cognitive dissonance and 

locus of control respectively. It is found that among the 

emotional intelligence competencies an individual 

possessing self awareness and social skills exhibit more 

behavioural biases.

The result of the research is represented through limited 

sample of data. Further research on the topic is needed to 

substantiate the finding. While the research has attempted 

to study the impact of emotional intelligence and 

personality traits on the investor behaviour it is believed 

the competencies can be improved over the years.
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