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Abstract

Over the last two decades, the behavioural finance literature has extensively
relied on personality type to explain the non-rational behaviour of investors.
This study considers Dark triad (Machiavellianism, narcissism and psychopathy)
to explain its influences on investment preference and perceived success in
investment. A primary survey was conducted on 227 individuals who invest in
securities. Dark triad was measured using 27 items Short Triad Scale (SD3).
The data were analyzed using multinomial logistic regression. The investment
preference was evaluated by asking the respondents about their preferred
investment avenues, individuals were asked how they evaluate their investment
success. Personality variables were grouped into high, average and low based on
the mean responses to the items under each variable. The results of the study
indicate that individuals with low and average levels of psychopathy and low-level
narcissism preferred investing only in mutual funds, bonds and equity. It was
also found that Machiavellianism, narcissism, psychopathy and dark triad, all have
a significant impact on investment preference. The dark triad also significantly
impacted success, especially for those individuals who perceived their investment
strategy as ‘Very Successful’. This study helps financial advisors to suggest
appropriate portfolios or investment avenues based on their personalities.
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Introduction

Despite abundant information availability, the persistent contrary behaviour of
investors to the efficient market hypothesis (EMH) is due to varied behavioural
patterns. Prospect theory by Kahneman and Tversky (1979) paved the way for an
alternative explanation of market movement (other than EMH) by incorporating
psychological factors. Before the prospect theory, Slovic (1972) found that
personality is the core of decision-making, influencing risk-taking attitude.
Behavioural finance research has explored the non-rational behaviour of the
investor and is critical of the expected utility theory (Kahneman & Tversky 1992).

Personality is a combination of multiple inherent characteristics, traits,
behaviour and values. Personality helps us to know the drivers of an individual’s
motivation (Baker & Ricciardi, 2014). The knowledge of personality is useful to
overcome the biases and emotions, which influence decision-making. It is also a
useful tool in the hands of managers and advisors to enable effective investment
decisions and thereby create portfolios. Within behavioural finance literature, the
research can be classified into behavioural finance 1.0, till 1990. Prospect theory
and the cause of deviations from cognitive thinking were the focus of this phase.
Behavioural finance 2.0, (since 2000) expands the domain of finance beyond
capital asset pricing, market efficiency and portfolios. In this stage, individual
investors are not merely labelled as irrational.

Over the last two decades, numerous personality models were used for
behavioural finance research, such as the Myers—Briggs Personality Model
(MBTI) (1920), Eysenck’s Three-Factor Theory (1963), Five-Factor Model
(FFM) of Personality (1985), Meta theoretic Model of Motivation and Personality
(3M) (2000) and HEXACO six-factor model of personality (2000). These models
were considered to explain the behaviour, the sentiment of investors and the
ability to invest beyond rationality. Risk-taking, herding behaviour, biases,
investor confidence, investment preference and various aspects surrounding the
decisions of investors regarding investment were explained by considering
personality traits. Paulhus and Williams (2002) simplified personality variables
located by Five-Factor and Six-Factor Personality Models and called it the ‘Dark
Triad’. It was a combination of personality variables, namely ‘Narcissism’,
‘Psychopathy’ and ‘Machiavellianism’ which are distinct but culminate into
callous manipulation reflecting the dark side of personality.

These personality traits (variables) are referred to as ‘dark’ because of their
malicious and mean qualities exhibiting cruelty and manipulation. Very high dark
triad composite scores indicate that the person has artificially magnified self-
views (narcissism), is capable of manipulation to meet their goals
(Machiavellianism), and finally, lacks empathy or remorse (psychopathy). If an
investor exhibits traces of a dark side, hypothetically he or she should favour a
rational decision. Existing literature on decision-making suggests the same which
is discussed in the following sections.

If studies can establish the extent of the dark side and its influence on financial
and investment decisions, it will be interesting to explore the extent of emotional
bias, herding behaviour and non-rational decision-making. In the given context,
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the following review throws light on the dark triad and risk-taking, and rationality
in decision-making.

Irrationality Debate

First, let’s understand rationality in the context of behavioural finance. It means
combining the existing information with multiple new information accessed or
available and analyzing it to take an effective investment decision.

The excess market volatility in the 1980s questioned the complete reliance on
EMH to explain and predict the market movement. The 1990s witnessed a major
shift from the chart and time-series-based investment/market behaviour studies to
studies using psychology frameworks to explain market movement anomalies
(Singh et al., 2021). These studies have stressed the irrational decisions resulting
in herd behaviour (Chang et al., 2000) of the investors, like Monday irrationality
(Kamara, 1997) and weekend effect (Abraham & Ikenberry, 1994; Jaffe &
Westerfield, 1985). It is also proved that investors often make irrational decisions
under the influence of overconfidence (Kamara, 1997). Irrational decisions are
fuelled by talks (word of mouth) and media (Shiller, 2002). It may be observed
that the investors are manipulated and influenced by a plethora of factors other
than investment-specific information.

On the contrary, this dark triad literature emphasizes that personalities with
traces of psychopathy, narcism and Machiavellianism are themselves manipulators
(Sekscinska & Rudzinska-Wojciechowska, 2020). In addition, past research
indicates that the personality variables of dark triads influence rationality in
decision-making. For instance, Osumi and Ohira (2010) opine that psychopathy
can be rational even to accept unfair offers in some social situations. This is
mainly due to insensitivity to unfairness.

A similar observation was made by Geis (1970) about Machiavellianism. In a
Con Game, it is found that individuals with high Machiavellianism were better at
convincing others. At different levels of the game, they sought cooperation and
made more rational decisions.

Byrne and Worthy (2013) associate narcissism with an excellent ability to deal
with ambiguous and misleading information while taking decisions. They are
quick in filtering misleading information to take effective decisions having long-
term utility.

Since the investors with subclinical dark triad are less explored in investment
studies, the goal of this study is to illuminate the topic.

Dark Triad and Risk-Taking Behaviour

The dark triad studies have focused on multiple issues to inspect the influence of
an individual's personality on the risk-taking behaviour of individuals which is
not necessarily restricted to financial and investment risk. A glimpse of extreme
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risk-taking can be found in several studies, namely illicit relationships
(Adams et al., 2014), gambling (Biolcati et al., 2015), road raging (Britt & Garrity,
2006) and range of criminal acts, such as bullying, drug abuse, high degree of
deception and so on (Azizli et al., 2016). The findings in these studies may not
necessarily apply to risk-taking in financial and investment decisions. However,
the finding of these studies can indicate the influence of personality type even in
the field of behavioural finance.

In previous research, all three personality variables of the dark triad have not
exhibited similar risk/investment preferences. In financial and investment
decision-making literature, frequently ‘Dark Triad’ is referred to explain the
propensity of risk-taking in investment and gambling. Of the three, narcissism
and psychopathy explained a higher tendency to take investing, financial and
gambling risks (Sekscinska & Rudzinska-Wojciechowska, 2020). This was
consistent with the studies in other fields. For instance, Azizli et al. (2016) found
that high risk-taking may lead to deception, criminality and anti-social tendency
which was observed mainly in narcissistic and psychopathy personality types but
not in Machiavellism.

In financial and investment decisions, risk is inherent. Therefore, several
studies focused on risk behaviour in the presence of the dark side, but these
findings may not be conclusive as the previous research indicates that risk-taking
or risk aversion is not a consistent phenomenon. The tendency keeps changing
(Hanoch et al., 2006). Though personality trait is consistent and subjected to
fewer modifications (Conley 1984), the risk behaviour is not consistent. To draw
conclusive evidence on the influence of personality on risk behaviour, we need
substantial research evidence. In the context of the dark triad, similar evidence is
needed. We can find scanty studies focusing on dark triad and investment
decisions. In a recent study, Suchanek (2021) focused on dark triad and behavioural
biases and suggested more studies are needed. Sekscinska and Rudzinska-
Wojciechowska (2020) suggested high risk-taking investors with high narcissism
and psychopathy scores stay in the long run. Our study focused on how successful
they perceived.

Dataset and Methodology

The goal of this study is to understand the influence of personality type on
investment preference given dark triad personality variables. Further, the article
inspects the influence of the dark triad personality and its constituents on perceived
success as investors. The following section details the method of data collection,
the scale used on the respondents and the methodology of data analysis.

Data Collection

The pilot study was administered to 87 respondents through offline mode. The
questionnaire was administered to those individuals who invest in mutual funds,
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Indian stock markets, bonds and safe investment avenues like bank deposits and
saving schemes, etc. Filter questions were also placed in the questionnaire to
check this. Several stock broking companies were approached to find suitable
respondents for this study.

All 87 were found fit for further analysis. Reliability and validity analysis was
performed on this data. The Cronbach’s alpha was greater than the satisfactory
level of 0.70. Based on the pilot study, the sample size was determined using the
precision method. This method is better suited for the calculation of sample sizes
for survey-based studies (Verma & Verma, 2020).

Full precession = mean+[wj +< mean — [M]
Jn Jn

Full precession

Half precession = 5

variance * Z¢?

Minimum sample size (SS)= (Half procession)

where Z, = Z value for 95% confidence interval,

n is the sample of the pilot study.

Based on the above calculation, the sample size was found to be 218. As a part
of the main study, the questionnaire was administered to 239 retail investors, in
September 2021.

The criteria were set that, all individuals were investors in any of the securities,
that is mutual funds, bonds, equity and bank fixed deposits. The survey was
conducted using both offline mode and online mode (google forms were used).
From the total of 239 responses, 6 questionnaires were partially completed,
2 questionnaires, each had 1 item, which was answered twice and 4 questionnaires
had a single answer marked for all the items, and because of these reasons total of
12 respondents were rejected. Hence, only 227 responses were qualified for
further study.

Dini¢ et al. (2019) suggest that dark triad gained popularity due to simplified
tools. They observe that since 2002 multiple studies have added other dark aspects
to extend the triad to sadism, spitefulness, greed, dependency and perfectionism.
Simple tools were developed by Jonason and Webster (2010), Dark Triad Dirty
Dozen (DTDD) and Short Dark Triad (SD3) by Jones and Paulhus (2014). This
study considered the SD3 measurement tool. SD3 is an empirically tested scale to
measure dark triad personality traits (Siddiqi et al., 2020).

The survey instrument used in this study consists of 38 items which were
divided into three sections. The first section consisted of six demographic
questions. Five questions in the second section are about the financial and
investment assessment questions, and the third section had 27 questions regarding
the dark triad. SD3 contains nine items each to measure narcissism,
Machiavellianism and psychopathy. The SD3 instrument is the most comprehensive
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Table I. Variable Name, Definition and Sources.

Variable Definition Source
Narcissism It is the tendency where individuals exhibit grandiose Jones and
identity, underlying insecurity, lack of empathy and pride  Paulhus
Machiavellianism It is the tendency of the individual to be manipula- (2014)
tive, insensitive to others and a strategic-calculating
orientation along with a high level of self-interest
Psychopathy It is the tendency where individuals exhibit deficits
in effect, lack of self-control, callous manipulation,
recklessness and thrill-seeking
Dark triad It is a combination of narcissism, Machiavellianism and
psychopathy
Investment It is defined as the investment avenue where an Authors
preference individual chooses to invest.
Perceived It is how each individual perceives the success of their ~ Authors
success investment.

and widely used tool to measure the dark triad (Siddiqi et al., 2020), hence it has
been adopted in this study.

The variable used in this study is narcissism, Machiavellianism, psychopathy
and dark triad, which are independent variables, and investment preference and
perceived success are dependent variables. The source and definition of each
variable are shown in Table 1.

A 5-point Likert scale was used to measure all personality items. A score of
personality was calculated as the mean score of individual responses for each item
of the dark triad using Equation (1). Higher scores indicate a higher level of
possessing that particular trait (Lopes & Yu, 2017).

) an Likert value

Average Personality Score = "lf (1
Similarly, the dark triad’s personality score was calculated as the mean score of
average personality scores of narcissism, Machiavellianism and psychopathy
(Suchanek, 2021). Further, the investors were also classified into high, average
and low narcissism, Machiavellianism, psychopathy and dark triad.

The respondents were asked to express their preferred investment avenues
(mutual funds, equity, bond and safe investment avenues like bank deposits and
saving schemes). Based on their investment preference, they are segregated into
three main groups, namely high, average and low-risk investors. Equity preferred
investors are high-risk investors, mutual fund investors are average-risk investors
and bond investors are low-risk investors. Similarly, investors were asked to rate
their level of perceived success, based on their investment decisions. Based on
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Table 2. Descriptive Statistics.

N Range Min Max Mean Std. Deviation

Investment preference 227 5 I 6 237 1.515

Perceived success 227 4 I 5 2.96 0.659

Gender 227 | I 2 1.46 0.500

Age 227 2 I 3 1.65 0.762

Highest educational 227 3 I 4 1.98 0.680

achievement

Marital status 227 | I 2 1.68 0.466

Annual income 227 4 I 5 1.83 1.094

Machiavellianism 227 2.00 1.00 3.00 2.2588 0.64941

Psychopathy 227 2.00 1.00 3.00 1.8377 0.83163

Narcissism 227 2.00 1.00  3.00 2.1140 0.71187

Dark triad 227 2.00 1.00  3.00 2.066l 0.56447

Valid N (listwise) 227

Table 3. Different Levels of Personality.

Personality Type

Machiavellianism Low Average High
Machiavellianism Machiavellianism Machiavellianism

Psychopathy Low psychopathy Average psychopathy High psychopathy
Narcissism Low narcissism Average narcissism High narcissism

Dark triad Low dark triad Average dark triad High dark triad

their perceived success they were grouped into unsuccessful, average successful
and very successful.

Table 2 shows the descriptive statistics of dark triads, investment preference
and perceived success, that were computed. Subsequently, multinomial regression
was applied and implemented. Multinomial regression analysis is appropriate in
the case when numerous dependent variables are in categorical data and a single
predictor variable (Bayaga, 2010). Hence, it is an apt method of analysis. Table 2
also shows the total number of responses included in this study (N = 227).
Machiavellianism, psychopathy, narcissism and dark triad are the categorical
data. Table 3 shows different levels of classification of personality for each
category.

Based on the scores computed, the personality types are identified as shown in
Table 3.

Table 4 shows the correlation between the dark triad, which is significant and
moderately correlated. The reliability of the items which is measured using
Cronbach’s a is well above the acceptable value (o > 0.70). The next section
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Table 4. Correlations, Reliability and Validity Among the Dark Triads.

Correlations and Reliability

Cronbach’s « Machiavellianism  Narcissism Psychopathy
Machiavellianism  0.865 I 0.287 0.358™
Narcissism 0.909 0.287" I 0.277*
Psychopathy 0.880 0.358" 0.277* |

Note: **Correlation is significant at the 0.0l level (2-tailed).

Table 5. KMO and Bartlett’s Test.

KMO and Bartlett’s Test

KMO Bartlett’s Test (sig)
Machiavellianism 0.754 0.000
Narcissism 0.840 0.000
Psychopathy 0.759 0.000

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

discusses the output of multinomial logistics regression analysis between the dark
triad and investment preference, and the dark triad and perceived success on
investment.

Table 5 shows the Kaiser—-Meyer—Olkin Measure (KMO) and Bartlett’s Test of
sphericity statistics. KMO is a test for sample adequacy, which determines
whether the sample is adequate to perform factor analysis. KMO is greater than
0.7 for all three traits. Bartlett’s Test of sphericity checks for normality of the
multiple variables and examines if the correlation forms an identity matrix. Since
Bartlett’s Test is significant, factor analysis could be performed.

Table 6 shows the factor analysis result. The Varimax rotation was used to
determine the rotated component matrix. The matrix clearly shows the three
distinct groupings based on the trait. Each item measured its respective trait.
The factor loading was all greater than the satisfactory level of 0.5. All the items
were found to have a good level of factor loadings.

The multinomial logistics regression analysis between dark triad and investment
preference has been applied by considering the dark triad as a categorical variable, to
understand how different levels of dark triad influence investment preference, and
then by considering the dark triad and perceived success on investment, to understand
the influence of the dark triad on perception on the success of the investment.

Findings

The following sections describe the findings of multinomial logistic regression.
The findings have been presented in two parts. The first is how different levels
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Table 6. Factor Analysis Result.

Rotated Component Matrix

Component
| 2 3

Machiavellianism | 0.777

Machiavellianism 2 0.78

Machiavellianism 3 0.764

Machiavellianism 4 0.776

Machiavellianism 5 0.747

Machiavellianism 6 0.657

Machiavellianism 7 0614

Machiavellianism 8 0.572

Machiavellianism 9 0.567

Narcissism | 0.694
Narcissism 2 0.822
Narcissism 3 0.742
Narcissism 4 0.662
Narcissism 5 0.637
Narcissism 6 0.583
Narcissism 7 0.665
Narcissism 8 0.898
Narcissism 9 0.571
Psychopathy | 0.798

Psychopathy 2 0.605

Psychopathy 3 0612

Psychopathy 4 0.603

Psychopathy 5 0.762

Psychopathy 6 0.571

Psychopathy 7 0.566

Psychopathy 8 0.530

Psychopathy 9 0.666

Note: Extraction method: Principal component analysis. Rotation method: Varimax with Kaiser
normalization. 2Rotation converged in six iterations.

of personality influence risk-taking behaviours, through investment preference,
and the latter is how the levels of personality influence their perceived level of
success.
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The Dark Triad and Investment Preference

Multinomial logistic regression was applied by considering the dark triad, age,
education and annual income as independent variables and investment preference
as the dependent variable. Table 7 shows the case summary of the variables and
data. This also shows the number of respondents in each category along with their
total percentages.

Table 8 shows the value of model fitting, goodness-of-fit and pseudo R-square
model fitting information, indicating whether the variables added statistically
significantly improve the model compared to the intercept alone. Since the p-value
is below 0.05, the variables were added to improve the model. Goodness-of-fit
(Pearson) indicates whether the data fits the model well. Since the p-value =0.098
(p > 0.05), the data fits the model very well. Nagelkerke pseudo R-square is
0.541308, which means that all the independent variables considered in this
analysis can explain the 54.1% variance in the dependent variable. The next
section discusses the factors which influence various levels of investment
preference.

Predictor Variables and General Propensity to Take Average Risk

By considering age, education and income, along with the different levels of the
dark triad, understanding its influence on the average risk taker is found. Output
in Table 9 is interpreted as follows.

Individuals who are undergraduate and postgraduate prefer not to invest in
risky market securities. Rather, they prefer to invest in other investments, such as
bank deposits, saving schemes and so on (undergraduates, 17.28 times and post
graduates 18.02 times more than average-risk investment). This means that
postgraduate investors are more risk-averse than graduate investors. Other
education qualifications, age and annual income tend to have no significant
impact on average-risk investments.

Individuals who are characterized by low psychopathy and average psychopathy
prefer to invest in average-risk investments, 2.045 times and 4.252 times,
respectively, than other investments. It can be further noted that as the psychopathy
level of investors increases, investors become more risk-takers. Low narcissism
individuals prefer to invest 2.96 times more in average-risk investments than
other investments. Another level of narcissism, Machiavellianism and dark triad
was found to have no significant impact on preference to invest in average-risk
investments.

Predictor Variables and General Propensity to Take High Risk

Table 10 discusses the propensity of individuals to take high risks. The individuals
who earn between 0 and 7.5 lacs (three groups) prefer not to invest in risky market
securities. Rather, they prefer to invest in other investments, such as bank deposits,
saving schemes and so on (0-2.5 lakhs—15.98 times, 2.51-5 lakhs—16.08 times
and 5.01-7.5 lakhs—14.028 times more than high-risk investment). This
means that as an individual’s income increases, their capacity to take risks
increases marginally. Education qualifications and age tend to have no significant
impact on high-risk investments.
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Table 7. Case Summary.

Particulars N Marginal Percentage (%)
Investment prefer-  Average-risk investment 87 383
ence High-risk investment 56 247
Low-risk investment 40 17.6
Others 44 19.4
Perceived success Unsuccessful 29 12.8
rate Average success 167 73.6
Very successful 31 13.7
Age 20-30 119 524
3040 68 30.0
40-50 40 17.6
Highest educational Undergraduate 45 19.8
achievement Postgraduate 152 67.0
PhD 20 8.8
Others 10 4.4
Annual income 0-2.5 lakhs 121 533
2.51-5 lakhs 50 22.0
5.01-7.5 lakhs 36 15.9
7.51-10 lakhs 12 5.3
Above 10 lakhs 8 35
Psychopathy Low psychopathy 100 44.1
Average psychopathy 65 28.6
High psychopathy 62 27.3
Dark triad Low dark triad 29 12.8
Average dark triad 154 67.8
High dark triad 44 19.4
Machiavellianism Low Machiavellianism 26 I1.5
Average Machiavellianism 117 51.5
High Machiavellianism 84 37.0
Narcissism Low narcissism 46 20.3
Average narcissism 110 48.5
High narcissism 71 31.3
Valid 227 100.0
Missing 0
Total 227
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Table 8. Model Fitting, Goodness-of-Fit and Pseudo R-Square.

Model fitting information (final) Sig.= 0.000 (p < 0.05)
Goodness-of-fit (Pearson) Sig.= 0.098 (p > 0.05)
Pseudo R-square (Nagelkerke) 0.541308

Table 9. Predictor Variables and General Propensity to Take Average Risk.

Investment Preference B Std. Error  Wald Sig.

Average-risk Intercept 31.391 8,599.575 0.000 0.997

investment 5030 —-17.783  4,190.101  0.000  0.997
3040 -18.251 4,190.101  0.000 0.997
40-50 0c . . .
Undergraduate —-17.282 2.098 67.877 0.000
Postgraduate —-18.020 2010 80.406 0.000
PhD -58.339  5817.056 0.000 0.992
Others 0c . . .
0-2.5 lakhs 4.079 7,509.707  0.000  1.000
2.51-5 lakhs 4.186 7,509.707  0.000 1.000
5.01-7.5 lakhs 4.286 7,509.707  0.000 1.000
7.51-10 lakhs 24.095 9,320.507 0.000 0.998
Above 10 lakhs 0c . . .
Low psychopathy 2.045 0.752 7399  0.007
Average psychopathy 4.252 I.164 13.354  0.000
High psychopathy 0c . . .
Low dark triad -2.303 2491 0.855  0.355
Average dark triad —-1.176 0.954 1.520 0.218
High dark triad 0 . . .
Low Machiavellianism 0.079 2.160 0.001 0971
Average Machiavellianism 0.218 0.682 0.102  0.749
High Machiavellianism 0c . . .
Low narcissism 2.962 1.375 4.638 0.031
Average narcissism 0.209 0.539 0.151  0.698
High narcissism 0c

Note: The reference category is others.
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Table 10. Predictor Variables and General Propensity to Take High Risk.

Investment Preference B Std. Error Wald Sig.

High-risk Intercept 50.760 4,190.101 0.000 0.990

investment 7030 -17.862  4,190.101 0000  0.997
3040 =-17.770  4,190.101 0.000 0.997
40-50 0 . . .
Undergraduate —-17.471 1.822 91.949 0.000
Postgraduate -18.320 1.765 107.703  0.000
PhD —-40.099  4,190.102 0.000 0.992
Others 0 . . .
0-2.5 lakhs -15.987 1.901 70.745 0.000
2.51-5 lakhs -16.086 1.894 72.156 0.000
5.01-7.5 lakhs -14.285 1.652 74.774 0.000
7.51-10 lakhs 5.166 5520.521 0.000 0.999
Above 10 lakhs 0 . . .
Low psychopathy 1.407 .796 3.126 0.077
Average psychopathy 2.774 1.211 5.246 0.022
High psychopathy 0 . . .
Low dark triad -2.222 2.630 0.714 0.398
Average dark triad 0.006 1.087 0.000 0.996
High dark triad 0 . . .
Low Machiavellianism 0.505 2.206 0.052 0.819
Average Machiavellian- -0.408 0.749 0.297 0.586
ism
High Machiavellianism 0 . . .
Low narcissism 3.642 1.433 6.465 0.011
Average narcissism 0.273 0.623 0.192 0.661
High narcissism 0

Note: The reference category is others.

Individuals who are characterized by average psychopathy prefer to invest in
high-risk investments, 2.77 times more than other investments. Low narcissism
individuals prefer to invest 2.64 times more in high-risk investments than other
investments. Another level of narcissism, Machiavellianism and the dark triad
were found to have no significant impact on preference to invest in average-risk

investments.
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Table I 1. Predictor Variables and General Propensity to Take Low Risk.

Investment Preference B Std. Error  Wald Sig.

Low-risk Intercept 50.316  4,190.101  0.000  0.990

investment 2030 -19.081  4,190.101  0.000  0.996
3040 -19.948 4,190.101  0.000 0.996
40-50 0 . . .
Undergraduate -15.109 0.777 378.304 0.000
Postgraduate -15.726 0.000 . .
PhD -37.676 4,190.101  0.000  0.993
Others 0 . . .
0-2.5 lakhs -17.450 1.255 193.460 0.000
2.51-5 lakhs -17.141 1.208 201.235 0.000
5.01-7.5 lakhs -15.640 0.000 . .
7.51-10 lakhs 1.487 5,520.521  0.000 1.000
Above 10 lakhs 0 . . .
Low psychopathy 2.722 1.007 7312 0.007
Average psychopathy 3.862 1.357 8.100  0.004
High psychopathy 0 . . .
Low dark triad -0.671 2.696 0.062  0.803
Average dark triad -0.598 1.225 0.238  0.626
High dark triad 0 . . .
Low Machiavellianism -1.328 2.242 0.351 0.554
Average Machiavellianism -0.824 0.768 I.151 0.283
High Machiavellianism 0 . . .
Low narcissism 3.011 1.472 4.184  0.041
Average narcissism 0.658 0.694 0.900  0.343
High narcissism 0

Note: The reference category is others.

Predictor Variables and General Propensity to Take Low Risk

Table 11 discusses the propensity of individuals to take low risks. The individuals
who earn between 0 and 5 lakhs (two groups) prefer not to invest in low-risk
market securities. Rather, they prefer to invest in other investments, such as bank
deposits, saving schemes and so on (0-2.5 lakhs, 17.45 times, 2.51-5 lakhs 17.14
times more than high-risk investments). This means that as an individual’s income
increases their capacity to take risks increases marginally, but this increase in
preference for investing in low-risk investments is restricted only to non-income
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Table 12. Model Fitting, Goodness-of-Fit and Pseudo R-Square.

Model fitting information (final) Sig.= 0.000 (p < 0.05)
Goodness-of-fit (Pearson) Sig.= 0.18 (p > 0.05)
Pseudo R-square (Nagelkerke) 0.522

tax income group. Undergraduate respondents also prefer not to invest in low-risk
market securities. Rather, they prefer to invest in other investments, such as bank
deposits, saving schemes and so on (undergraduates, 15.109 times more than low-
risk investments).

Individuals who are characterized by low and average psychopathy prefer to
invest in low-risk investments, 2.77 times and 3.862 times, respectively, more
than other investments. Low narcissism individuals prefer to invest 3.011 times
more in high-risk investments than other investments. Another level of narcissism,
Machiavellianism and the dark triad was found to have no significant impact on
preference to invest in average-risk investments.

The Dark Triad and Perceived Success Rate

Multinomial logistic regression was applied by considering the dark triad, age,
education and annual income as the independent variable and perceived success
rate as the dependent variable. Based on how individual investors perceive their
success in investments, they are classified into unsuccessful, average successful
and very successful.

Table 12 shows the value of model fitting, goodness-of-fit and pseudo R-square
model fitting information, indicating whether the variables added statistically
significantly improve the model compared to the intercept alone. Since the p-value
is below 0.05, the variables were added to improve the model. Goodness-of-fit
(Pearson) indicates whether the data fits the model well. Since the p-value = 0.098
(p > 0.05), the data fits the model very well. Nagelkerke pseudo R-Square is
0.522, which means that all the independent variables considered in this analysis
can explain the 52.20% variance in the dependent variable. The next section
discusses the factors which influence various levels of perceived success rate.

Predictor Variables and Propensity to Perceive Investment as Very Successful

Table 13 discusses the propensity of individuals to perceive their investment as
very successful. Individuals with high narcissism perceive themselves to be
unsuccessful, 2.897 times more than perceiving themselves as average successful.
No other personality type was found to have a significant impact.
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Table 13. Predictor Variables and Propensity to Perceive Investment as Very
Successful.

Perceived Success Rate B Std. Error ~ Wald Sig.

Very successful  Intercept 15.477 2.124 53.085 0.000
20-30 -0.822 1.137 0.523 0.470
3040 0.331 4113.952  0.000 1.000
40-50 0 . . .
Undergraduate —-22.380 4681.622 0.000  0.996
Postgraduate -19.519 4681.621 0.000  0.997
PhD -36.574 0.000
Others 0 . . .
0-2.5 lakhs -0.295 1.686 0.031 0.861
2.51-5 lakhs 0 . . .
5.01-7.5 lakhs 5810  4681.621 0.000  0.999
7.51-10 lakhs 3.104  4681.621 0.000  0.999
Above 10 lakhs 21.667 0.000 . .
Low psychopathy 7.190  8139.462  0.000 0.999
Average psychopathy 0 . . .
High psychopathy 0.832 1.176 0.501 0.479
Low dark triad 0.897 1.153 0.606 0.436
Average dark triad 0 . . .
High dark triad -1.180 2.506 0222  0.638
Low Machiavellianism -0.904 1.639 0.304 0.582
Average Machiavellianism 0 . . .
High Machiavellianism -1.031 1.822 0.320 0.572
Low narcissism -2.897 0.974 8.838 0.003
Average narcissism 0 . .
High narcissism 0.885 10.247 0.504 0.478

Note: The reference category is: Unsuccessful.

Predictor Variables and Propensity to Perceive Investment as Average Successful

Table 14 discusses the propensity of individuals to perceive their investment as
average successful.

The individuals who are between 20 and 30 years of age perceive themselves
to be average successful, 1.43 times more than they perceive as unsuccessful.

Individuals who are characterized by the average dark triad perceive themselves
to be average successful 1.64 times more than others unsuccessful. On the contrary
average and high, Machiavellianism perceives themselves to be unsuccessful,
4.827 and 2.091 times more than perceiving themselves as average successful.
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Table 14. Predictor Variables and Propensity to Perceive Investment as Average
Successful

Perceived Success Rate B Std.Error  Wald Sig.

Average Intercept 18298  5510.563 0.000 0.997

successful 2030 1493 0641 5422 0.020
3040 0 . . .
40-50 -0.091 0916 0.010 0.921
Undergraduate 18.920  3,145.570 0.000 0.995
Postgraduate 0 . . .
PhD —-17.527 4,681.621 0.000 0.997
Others -16.854 4,681.621 0.000 0.997
0-2.5 lakhs -16.354 3,031.903 0.000 0.996
2.51-5 lakhs 0 . . .
5.01-7.5 lakhs -0.578 1.099 0.276 0.599
7.51-10 lakhs 0 . . .
Above 10 lakhs 1.777  5,629.862  0.000 1.000
Low psychopathy 0.895  5,629.862 0.000 1.000
Average psychopathy -0.164 4,732.564 0.000 1.000
High psychopathy 19.518 6,903.491 0.000 0.998
Low dark triad 0 . . .
Average dark triad 1.649 0.788 4.382 0.036
High dark triad 0.948 0.807 1.379 0.240
Low Machiavellianism 0 . . .
Average Machiavellianism  —4.827 1.800 7.193 0.007
High Machiavellianism —-2.091 1.175 3.164 0.05
Low narcissism 0 . . .
Average narcissism 1.288 1.393 0.855 0.355
High narcissism -1.493 0.767 3.786 0.050

Note: The reference category is: Unsuccessful.

Even individuals with high narcissism perceive themselves to be unsuccessful,
1.493 times more than perceiving themselves as average successful.

Discussion and Conclusion

The literature in behavioural finance reinforced the point that the personality of
investors has always been one of the key influencers on financial decision-making.
One of the categories of personalities is the dark triads, which are the group of
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psychopathy, Machiavellianism and narcissism, often called negative personality
traits (Alsheikh Ali, 2020). In this study, the relation between the dark triads and
investment preference and perceived risk perception was explored.

First, a significant relationship between psychopathy, narcissism and risk was
found. Individuals with these traits tend to be risk-takers. This substantiates the
findings of Sek$cinska and Rudzinska-Wojciechowska (2020). A partially similar
result was obtained by Kornilova (2017) concerning psychopathy influencing
risk. Contrary to findings of Kornilova (2017), no significant relationship between
Machiavellianism and risk was found. The dark triad was also not found to have
any significant impact on risk.

When success perception was considered as the dependent variable,
Machiavellianism, narcissism and dark triad did have a significant impact. The
perception of the individual with these traits was more towards being unsuccessful.
Individuals with a dark triad tend to be more greedy (Sekhar et al., 2020). The
expectations from the investment are influenced by dispositional greed, which
makes individuals perceive that their investments are unsuccessful, which is
evaluated by dispositional greed.

The findings of this study can be applied in a real-life context in designing a
portfolio for individuals who exhibit dark triads. The financial managers can
create a portfolio based on the dark triad with individual investor alignment.

Future studies can look into risk-taking behaviours in a different financial decision-
making context. The study can be further expanded to understand if the individuals
with dark triad personalities also experience the cycle of market emotion and its
impact on financial decisions. Alternatively, Daniel and Titman (1999) note that
irrational investors have little impact on market movements. On the contrary, they
observe that traders and arbitrageurs are rational and have more impact on the market.
More studies on traders and arbitrageurs are needed. The perceived success variable
can be explored further as overconfidence bias, to understand whether the dark triad
trait individual is prone to such predispositions. This study can also be simulated
given a diverse profession as one of the independent variables.
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