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Omur Suer', Jale Minibas-Poussard*
SOCIAL REPRESENTATIONS OF RISK: A COMPARISON BETWEEN
RISK-TAKER AND RISK-AVERSE INVESTORS

The aim of this study is to analyze the differences between risk-taking and risk-averse
investors in terms of social representations. The sample consisted of 68 Turkish individual investors.
First of all, the sample is categorized as risk aversives and risk takers by their answers to the ques-
tionnaires. The questionnaire also contained the questions regarding the respondents’ perceptions
of risk, life risk, deficiencies that may create risk, investment, financial risk and tolerable finan-
cial risks. The structure of social representations for each category is analyzed by the use of a word
association technique, also called evocation task. The results suggest several tentative conclusions.
For instance, the term "courage" appears only in risk representations of risk-taking investors.
Concerning the life risk, risk-takers express more discrete risks such as job loss, health or money
loss, while risk-averse investors express more abstract concepts like economy and investment. The
findings provide evidence on the difference between the subsamples regarding financial risks. While
risk-averse investors use mostly credit cards and invest in real estate, risk-takers are more inclined
1o use currency and be at stock market.

Keywords: social representations; risk behavior; behavioral finance; individual investors.
JEL classification: G02, A120, G110.

Homiop Cyiiep, Kane Minioam-ITyccap
COIJAJIBHI YABJIEHHA ITPO PU3UK: ITOPIBHSIHHA
PU3UKYIOUYUX IHBECTOPIB TA TUX, IO YHUKAIOTHb PU3UKIB

Y cmammi npoanaaizoearno po36incnocmi 6 couiaibHUX ys6.1eHHAX NPO PU3UK MixC iHEe-
cmopamu, wo 4acmo puzuUKyonts, Ma Mumu, wWo YHUKaromos pusuxie. Bubipka docaioncenns —
68 mypeupkux npueamnux ingecmopie. Cnovamxy 6onu nooditeni ¢ 3aiexicHocmi 6io eionogioeli 6
onumyeanHi, Ha 06i Kamezopii — puzuxyroui ineecmopu ma mi, wo yHurxaroms pusuxie. Ilomim
00C.AI0HCEHO CNPUTIHAMMA MAKUX MEPMIHIG: PUSUK, PUUK 045 HCUMMSL, HACAIOKU PU3SUKY, iHEe-
cmuuii, ginancosuii puzux ma nputinamuui Qpinancosuii puzux. Couiaivbii ys64eHHA NPO PUUK
Oas 06ox Kamezopiii iHéecmopié CMpYKMypo8aHo 3 GUKOPUCMAHHAM memody acouiauii caie.
Anaaiz danux nadae smozy yzazasvhumu maxi cnocmepexcenns. C106o «cmiaugicmo» 3ycmpiua-
emucs 6 ineecmopis, wo Gepymo na cebe pusuxu. Pusuk 0453 wcumms pusukyroui ineecmopu onu-
cyromo Oiavu KoHKpemHo (e cmocyemocs émpamu pobomu, 300poe’s abo powteii), 600nouac
iHGecmopu, w0 YHUKArOmMb PU3UKi8, ORUCYIOMD 1020 3a 00NOMO02010 Giabul AGCMpPaKmuux Kamezo-
Dili — «eKoHoOMIKa» abo «ineecmyeanns»». Cymmeea pisHuus mixc kamezopisamu iHeecnopie cno-
cmepizacmucs i 6i0HOCHO (pinancoeux pusukie. Ineecmopu, wo ynuxaromo pusuxy, wacmiuwe
GUKOPUCHI06YI0Mb KPeOUMHI KApMKU ma iHeeCmyIomb nNepesa3cHo 8 Hepyxomicmo. A pusuxyroui
iHGecmopu wacmiuie UKOPUCMOBYIONTb 20MIGKY ma paromov Ha (ondosii Gipici.
Karouosi caosa: coyianvhi ys61enus; no8ediHKa i0HOCHO PUSUKY,; NOBEOIHK08I (hiHaHCU; npusam-
Hi iHBecmopu.
Tab6a. 9. Jlim. 21.

Homop Cyiiep, ’Kane Munu6am-ITyccap
COILIMAJIBHBIE ITPEACTABJIIEHUA O PUCKE:
CPABHEHUME MHBECTOPOB, BEPYIIINX
HA CEBS PUCKU U U3BETAIOIIINX UX

B cmamove npoanaausuposanst pazaunus 6 cOUUAIbHBIX NPEOCMABACHUSX O PUCKE MENHCOY
Hacmo pucKyrouuMu UHEeCMopamu u memu, Kno uzbezaem puckos. Boibopra uccaedosanus —
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68 mypeuxux wacmuolx unéecmopos. Buauane onu pazoenenvt, coeaacno omeemam 6 onpoce, Ha
06e Kamez2opuu — pucKyloujiie UHGECHOpPsL U npednovumarouue He pucKko8ams. 3amem caeoyrom
6ONPOCHL 0 GOCNPUSAMUN MEPMUHOB: PUCK, PDUCK 0451 HCU3HU, NOCAOCMBUSL PUCKA, UHBECINULUU,
unancoentii puck u npuemaemviii punancoswiii puck. Couyuaivhvie npedcmasienus 0 pucke 04s
obeux Kamezopuii UHEECHIOPO6 CIMPYKMYPUPOBAHYL C UCHOAB30BAHUEM MEN00A CA08ECHOI ACCO-
uuauuu. Anaiuz OanHoLIX N03604ur 0606wumy caedyrouwue nabarooenus. Ca06o «cmeaocmv»
écmpevaemcs MoAabKo y UHEeCMOpos, bepywux Ha cebs pucku. Puck 0as ncuznu uneecmopol,
Ar00suue puckosans, onucovleaiom Goaee KonkKpemno (6 npussske K pabome, 300po6vio Ul OeHb-
2am), a uzbezarouiue pucKka UHEECMOPbL npube2arom Kk maxKum abcmpaKmusim Kame2opusm, Kax
«IKOHOMUK@» uau «uneecmuposanue». Cyuecmeennas pasnuya mexcoy Kamezopusmu uH6ecmo-
P08 nabarodaemcs u omuocumeavno unancosvix puckos. Hueecmopotl, usbecarouwue pucka,
uauie UCNOAb3YIOm Kpeounmuble Kapmol U 6KAA0bI6A0OM 0eHbeU 8 Heosuxcumocmo. A uneecmopot,
npeonouumarouue puck, 4auje onepupyiom HaAAUMHoIMU U USD Ha hondosoii Gupance.
Karouesvte caosa: coyuanvhvle npedcmagienus; nosedeHue OMHOCUMENbHO PUCKA; NosedeHue-
cKue puHaHcyl; HacmHvle UHBECMOpPbL.

1. Introduction. Individuals comprehend concepts and phenomena with their
social representations and react to them accordingly. Every individual perceives and
interprets a situation, in which he/she is involved, differently. One’s attitudes are
shaped by representations, every individual’s reaction to a particular situation is dif-
ferent. The concept of social representation has been elaborated by Moscovici in 1961.
His aim was to show how a new scientific approach spreads in a given culture and how
it changes people’s self-vision and their vision of the world. As it is stated by Abric
(1987), social representation is the output or the process of a mental activity by which
a person or a group of people rebuild the reality they face and assign it a specific sig-
nificance. From this point of view, it is obvious that neither the process nor the out-
comes of economic behavior can be explained without proper understanding of their
link with social representations. It is generally believed that investors are more risk
taking than non-investors. On the other hand, numerous academic researches show
that the crucial point in analyzing risk behavior of investors or non-investors is to
understand thoroughly how they perceive risk. From this perspective, the aim of this
study is to analyze the differences between risk-taker investors and risk-averse
investors in terms of social representations.

The remainder of the paper is as follows. The following section briefly describes
the relevant theoretical framework. Then, data and methodology used in this study
are described. The results are reported in the subsequent section. The last section
concludes the paper.

2. Theoretical framework. Economic knowledge consisting of concepts, notions
and explanatory constructions, leads to an economic language which can be translat-
ed as social representations related to economy. In everyday life, this economic lan-
guage does not refer exactly to the underlying scientific definitions. Therefore, some
kinds of transformations are necessary in order that ordinary people understand eco-
nomic phenomena (Verges, 1998). In this transformation process, which consists
of shaping all the environmental elements, the role of perception is crucial. Perception
can be defined as a process, which helps the individual be aware of his/her econom-
ic environment and interpret it in such way that it remains within the scope of his/her
own references. The perception process may allow one simplify environmental repre-
sentations by keeping in mind only some information, despite its complexity and load

ACTUAL PROBLEMS OF ECONOMICS #4(166), 2015
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which exist in the environment. One’s perception is shaped from the already existing
frame and a piece of information, which does not refer to the person’s reference
frame, is rarely perceived and memorized. Categorization is supported by similarities
between the previously acquired knowledge and new perceived knowledge (Filser,
1994). As a result, every individual understands and interprets a situation which
he/she is faced with, within the limits of his/her own perception and his/her risk per-
ception of an uncertain economic or financial situation takes its shape accordingly.

Thus, the theoretical background of this study, taking its roots in the concepts of
perception and investment decision-making under uncertainty, is based on two inde-
pendent but interrelated research fields: 1) social representations; 2) risk behavior of
investors as the determinant of investment decision-making.

2.1.Social representation theory. As stated above, the social representation concept
has been elaborated by Moscovici in 1961. The aim of Moscovici, Romanian-born
French social psychologist, was to put forth how a new scientific approach spreads in
a given culture and how it changes people’s self-vision and their vision of the world in
which they are living. His first research, in 1961 was based on the reception and cir-
culation of psychoanalysis in France. Moscovici (1973) described social representa-
tion as: "systems of values, ideas and practices with a two-fold function; first, to estab-
lish an order which will enable individuals orientate themselves in their material and
social world and master it; secondly, to enable communication to take place amongst
members of a community by providing them with a code for social exchange and a
code for naming and classifying unambiguously various aspects of their world and
their individual and group history".

Social representations are the results of the processes involving many stages
structured around two dimensions: objectivation and anchoring. Objectivation can be
explained as the functioning of social thinking which simplify, reduce, schematize
and summarize; anchoring means incorporating the elements which are not already
perceived. These two processes are actualized when someone is confronted with the
unexpected or the inexplicable (Palmonari and Doise, 1986). Representations stored
in memory are scrutinized with the aim of classifying the new contents on the basis of
already existing categories and name these new contents (Kirchler, 2007: 30). Each
representation is composed of 3 essential elements: 1) the central nucleus; 2) infor-
mation and attitudes related to the nucleus; 3) the categorization system. The core
nucleus remains the foundation of the representation structure and defines the link,
which unifies the elements of representation (Abric, 1987).

As it is stated by Abric (1987), social representation is the output or the process of
mental activity by which a person or a group of people reshape the reality they face
and assign it a specific significance. Thus, as one operates in terms of representations
in front of a situation, he/she does not react in the same way at all.

Social representations play a key role in social relations dynamics. They allow
people understand and explain the reality. In other words, social representations are
not only cognitive but also social. Therefore, the understanding and the analysis of
social representations provide twofold advantages (Abric, 1994): 1) cognitive compo-
nent involves the rules that define cognitive processes in the formation of representa-
tions; 2) social component is determined by social conditions in which a representa-
tion has been developed.

AKTYAJIbHI NTPOBJIEMW EKOHOMIKWN Ne4(166), 2015
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Until recently this theory has been ignored by scientific community. Fortunately
today it constitutes a major reference not only in social psychology but also in other
social sciences and interdisciplinary areas such as economic psychology. The main
advantages of the analysis of social representations within the context of economic
psychology can be summarized as follows: Firstly, it helps incorporate the contextual
side of the related object and a particular situation. Then, it takes into account the
creation of social process and the use of economic knowledge. Finally, it encompas-
ses all cognitive dimensions related to psychological nature of reasoning (Verges,
1998).

2.2.Risk behavior of investors as the determinant of investment decision making.
Investment decision-making is one of the least understood areas of finance. However,
how individuals allocate their wealth provides important insights into individual risk
preferences and degrees of risk aversion (Riley, 1992: 32). Traditional finance theories
are centered on the expected utility theory (Von Neumann and Morgenstern, 1947).
This theory assumes that individuals are rational, they want to maximize the expect-
ed utility and risk aversion is a typical human attitude towards risk. The degree of risk
aversion can be measured by the curvature of the utility function since the risk atti-
tude is directly related to it. While the risk neutral individuals’ utility functions are
linear, risk seeking individuals have convex utility functions and risk averse individu-
als have concave utility functions.

Contrary to traditional finance, behavioral finance assumes that investors may
act irrationally and make wrong investment decisions. In the often cited article,
Kahneman and Tversky (1979) suggest a new model, which is considered as an alter-
native to the expected utility theory. According to this theory, individuals’ choices
made in risky situations reveal several characteristics inconsistent with the key prin-
ciples of the utility theory. Kahneman and Tversky argue that individuals underweight
likely outcomes in comparison with the outcomes that are certain and they call this
phenomenon the certainty effect. The second component of the decision-making
process that Kahneman and Tversky discover is the isolation effect meaning that, indi-
viduals facing a choice among different prospects disregard the elements common to
all prospects under consideration. Another argument of this theory is that the choi-
ces among negative prospects are mirror images of choices among positive prospects
and this is called the reflection effect. Finally, according to this theory, decisions in
risky situations are made by evaluating the values assigned to gains and losses with
respect to a reference point and decision weights, whereas in the utility theory, these
decisions are made according to final wealth and probabilities (Kahneman and
Tversky, 1979). The value function, which passes through the reference point, is
s-shaped and, as its asymmetry implies, overweighs small probabilities and under-
weighs large probabilities. This value function (v) which replaces the utility function
has two parts: a concave part in the gain domain and, a convex part in the loss
domain, capturing risk-averse behavior in gains and risk-seeking behavior in losses.

Among the empirical studies on the determination of investors’ risk behavior in
investment decision making, it is worth referring to some surveys. Barnewell (1987)
analyze the lifestyle characteristics of individual investors via focus group interviews
with various types of individual investors over a period of time. Barnewell classifies
individual investors as belonging to either of two extremes — active or passive — and
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he concludes that individual investor behavior can be predicted by lifestyle charac-
teristics, risk-aversion, control orientation and occupation. Based on the Barnewell’s
findings, Warren et al. (1990), in another empirical study, categorize stock and bond
investors as described in Table 1.

Table 1. Stock/bond investor groups (Warren, Stevens and McConkey, 1990)

Light Stock/Bond Investors Heavy Stock/Bond Investors
Dress-conscious: More likely to be|Not Dress-conscious: More likely to
conformists and have lower self- |be nonconformists and have high self-

What are they | confidence. confidence.
like? Service-volunteers: More likely to be | Not Service-Volunteers: Less likely to
involved in volunteer work /|be involved in volunteer work /
community projects. community projects
Singles or widows or, still have|Married with no children at home.
Who are

children at home. Lower education and | Higher education and income levels.
income levels.
What is their | They do invest but tend to have|These investors hold  heavier
investment |investments in instruments other than|concentrations of their portfolio in the
activity? stocks / bonds form of stocks / bonds.

they?

Cohn et al. (1975) conclude that risk aversion decreases as investor wealth
increases. Lewellen, Lease and Schlarbaum (1977) provide evidence that age, sex,
income and education affect investors’ preferences on capital gains, dividend yields
and overall returns. Riley and Chow’s (1992) findings are based on the fact that risk
aversion decreases as age, wealth, income and education of an investor increase. Le
Baron, Farrelly and Gula (1989) find that risk aversion depends largely on emotion-
al rather than rational considerations.

3. Data and methodology. Convenience sampling is used to collect data from 68
individual investors living in Istanbul, Turkey. The questionnaire is designed to col-
lect information necessary to analyze the differences between risk-taking investors
and risk-averse investors in terms of social representations. The questionnaire is com-
posed of two sections (Table 2). The first section is composed of a set of structured
questions designed to categorize respondents as risk aversives and risk takers. The
second section is composed of a set of questions to identify the structure of social
representations for each category.

First of all, we to categorize the respondents as "risk aversives" and "risk takers",
through their answers to the questions in the first section of the questionnaire. In
order to do this categorization, a measurement index is created by the authors.
Through the "risk behavior index", a value is assigned to each respondent. The index
is computed as follows (Table 3).

The calculation of the "risk behavior index" is based on two interrelated ques-
tions:

1) How the respondent perceives himself/herself in taking financial risks?

2) How the respondent allocates his/her wealth?

The formula, based on the combination of these two dimensions, provides a risk
behavior score for each respondent. The components of the basic formula (a simple
summation of three scores A, B and C) can be explained as follows:

1) "A" refers to the score representing self-perception of the respondent regard-
ing his/her willingness to take financial risks. This score is obtained through the first
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question of the questionnaire’s first section: "What can you say about your willingness
to take financial risks, in general?". The answer is structured by scale ranging from 1
to 9, where "1" refers to "I never take risk" and "9" refers to "I like taking risk". In order
to have the standardized values for "A", "B" and "C", the following transformation is
done: If the answer < 5; "0" is assigned and if the answer > 6; "1" is assigned.

Table 2. Questionnaire, authors’
First section

Question Answer type

What can you say about your willingness to take | the scale ranging from 1 to 9
financial risks, in general? “1” refers to “I never take risk”
“9” refers to “I like taking risk”

How do you invest your money? Demand deposit account, %

Time deposit account (1 month), %
Time deposit account (3 months), %
Time deposit account (6 months), %
Time deposit account (1 year), %
FCA (demand deposit), %

FCA (time deposit), %
REPO/T-bills/T-bonds, %

Mutual fund (type B), %

Mutual fund (type A), %

Common stock, %

Real estate, %

TOTAL, 100%
Second section
Question Answer type
1. What are the 5 five words that come to mind | unstructured question / maximum 5 items /
when you hear the word “risk”? in order of priorities

2. What are the first 5 words that come to mind | unstructured question / maximum 5 items /
when you are thinking about the risk factors that | in order of priorities

may create risk in your life?
3. What are the first 5 words that come to mind | unstructured question / maximum 5 items /
when you are thinking about the deficiencies that | in order of priorities

may create risk for you?
4. What are the first 5 words that come to mind | unstructured question / maximum 5 items /

when you hear the word “investment’? in order of priorities
5. What are the first 5 words that come to mind | unstructured question / maximum 5 items /
when you hear the phrase “financial risk’? in order of priorities

6. What are the first 5 words that come to mind | unstructured question / maximum 5 items /
when you are thinking about the financial risks | in order of priorities
that you can undertake?

2) "B" refers to the score representing the investment instrument choice of the
respondent and it is obtained through the answer to the second question of the ques-
tionnaire’s first section: "How do you invest your money?". As it is well known, com-
mon stock investments are riskier than investors in fixed income securities. The rea-
son behind this lies in the fact that common stock returns are directly related to cor-
porate profits, which may fluctuate uncontrollably, in a negative or positive direction,
depending on internal and/or external factors. Another investment instrument, A-
type mutual funds, which is included in the list, are required to have at least 25% of
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their portfolio value invested in equities which are traded at Istanbul Stock Exchange.
Thus, "B" score is obtained as follows: a) If the respondent does not invest in com-
mon stock and/or mutual fund (type A), "0" is assigned; b) if the respondent invest in
common stock and/or mutual fund (type A) = "1" is assigned.

Table 3. Calculation of "risk behavior index”
Question 1 | A | if the answer < 5 = “0” is assigned
if the answer =2 6 = “1” is assigned
Question 2 | B |if the respondent does not invest in common stock and/or mutual fund (type
A) = “0” is assigned
if the respondent invest in common stock and/or mutual fund (type A) = “1”
is assigned
Question 2 | C | the number of investment instruments chosen by the respondent is divided by
9, which is the maximum number of investment instruments selected by the
respondents (the results range from 0,11 to 1,00)
TOTAL if the value of (A + B + C) < 1.44 = “0” is assigned
SCORE if the value of (A + B + C) > 1.44 = “1” is assigned

3) "C" refers to the score representing the diversification tendency of the respon-
dent and this score is also obtained through the answer to the second question of the
questionnaire’s first section: "How do you invest your money?". In financial termi-
nology, diversification simply means reducing risk by investing in different types of
assets. According to the Modern Portfolio Theory (MPT) developed by Harry
Markowitz in 1952, risk can be reduced by diversifying into uncorrelated asset clas-
ses. If asset values do not fluctuate in perfect congruity, a diversified portfolio will be
less riskier than the weighted average risk of its constituents. From this perspective, in
order to obtain "C" score, the number of investment instruments chosen by the
respondent is divided by 9, which is the maximum number of investment instruments
selected by the respondents. By doing so, the standardized values for each score, "A",
"B" and "C", could be obtained (for "C" score, the results range from 0.11 to 1.00).

4) The total score, which allows researchers discriminate 30 risk-taker investors
from 38 risk-averse investors, is calculated by simply summing up these 3 scores for
each respondent. The results for the whole sample ranges from 0.33 to 2.89. The value
1.44 (the first value greater that the mean value which is 1.28) is chosen as the dis-
criminating value. If the value of (A + B + C) < 1.44; "0" is assigned and if the value
of (A+ B+ C)>1.44; "1"is assigned.

After classifying the sample as "risk aversives" and "risk takers", the structure of
social representations for each category is analyzed by the use of the word association
technique, also called evocation task (Verges and Bastounis, 2001). The 6 questions
included in the second section of the questionnaire (Table 2) give us the understand-
ing about the respondents’ perceptions regarding the following notions: risk, life risk,
deficiencies which can create risk, investment, financial risk, tolerable financial risks.
More specifically, the respondents are asked to provide the maximum of 5 words or
expressions (in order of priorities) associated with these notions. The results are ana-
lyzed in terms of frequencies of provided associations and the rankings of terms evo-
cation (the first term provided being at rank 1, the second at rank 2 etc. with the high-
est possible rank being 5). The analysis is conducted by calculating mean frequencies
and mean rankings for each evocation (different word associated with the target
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word). Thus, the dictionary (which includes all evocations obtained from the task) is
organized into 4 groups of evocations:

1) Central nucleus: Words appearing with high frequency and low mean rank
(e.g., 1%, 2™,

2) I" periphery: Words appearing with high frequency and high mean rank (e.g.,
4th’ 5th).

3) 2 periphery: Words appearing with low frequency and low mean rank.

4) 3“ periphery: Words appearing with low frequency and high mean rank.

The structural approach to social representations postulates that the first group
of evocations, that is, the one containing associations that are spontancously made
most frequently first, describes the central nucleus of the structure of the representa-
tion. Under central nucleus, researchers refer to widely shared core elements that
identify the object of the representation in a more stable manner (Verges, 1994).

4. Results. The results in Tables 4 through 9 provide tentative conclusions. For
instance, the term "courage" appears only in risk representations of risk-taker
investors. Unsurprisingly, risk-averse investors associate "losing" with risk (Table 4).
This finding is consistent with the definition of "risk aversion" given by Florack and
Hartmann (2007). In their study, they define risk aversion as the discussion of means
to avoid possible losses and the expressed fear of losing money.

Table 4. Social representations of "risk”

Risk-aversives Risk-takers
central nucleus to lose courage
danger earnings
earnings to lose
life danger
1% periphery stock exchange loss
money
investment
2" periphery uncertainty life
money
3" periphery bankruptcy excitement
loss of reputation profit
luck

Concerning the /ife risk representations, risk-takers express more concrete and
specific risk areas such as "job loss, health loss and money loss", while the risk-averse
investors express less specific terms like "economy and investment” (Table 5).

Table 5. Social representations of "life risks"

Risk-aversives Risk-takers
central nucleus €conomics unemployment
investment monetary loss
health problems
1% periphery health problems economics
2™ periphery expenditures exceeding revenues natural disasters
3" periphery loneliness indecision

ACTUAL PROBLEMS OF ECONOMICS #4(166), 2015



322 JAEMOIPA®ISI, EKOHOMIKA MPAL{l, COL{IAJIbHA EKOHOMIKA | MOJIITUKA

Another evidence provided by this analysis is the emphasis on "information" by
risk-takers. According to this group of respondents, lack of information may create
risk and this can be interpreted as their willingness to control their investments by
themselves. On the other hand, for the risk-averse investors, health deficiency is the
major risk factor (Table 6).

Table 6. Social representations of "deficiencies that may create risk”

Risk-aversives Risk-takers
central nucleus health money
lack of information
1% periphery money clumsiness
family confidence
health
nd . P
2" periphery security insurance
unemployment
T -
S iy retirement farr?llly
stability

The results concerning the social representations of investment also are unsur-
prising. The terms "time deposit account and saving" are said only by risk-averse
investors, as expected. Moreover, the term "stock exchange" appears only among risk-
takers (Table 7).

Table 7. Social representations of "investment”

Risk-aversives Risk-takers
central nucleus time deposit account
savings future
money money
future
st peri real estate
1 periphery foreign exchange real estate
. bank
risk
2™ periphery savings
foreign exchange
bank return to investment
earnings risk
profit
earnings
3" periphery car stock exchange
education education
profit stock

As it can be seen in Table 8, "stock exchange", as representing financial risk,
appears only among risk-averse investors.

The results provide evidence also on the difference between the two sub-samples
in terms of folerable financial risks. While the risk-averse investors dare only to use
credit cards and to invest in real estate, risk-takers are more inclined to take curren-
cy and stock market risks (Table 9).

5. Conclusion. This paper reports the results of the survey of 68 investors, living
in Istanbul, Turkey, on their perceptions of risk. The constructed "risk behavior index"
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allows us discriminate 30 risk-taker investors from 38 risk-averse investors. The ques-
tionnaire comprising the questions for discriminating risk aversives from risk takers
contains also the questions on the respondents’ perceptions of the notions of risk, life
risk, deficiencies which can create risk, investment, financial risk and tolerable financial
risks. After categorizing the sample as "risk-aversives" and "risk-takers", the structure
of social representations for each category is analyzed by the use of the word associa-
tion technique, also called evocation task.

Table 8. Social representations of "financial risk”

Risk-aversives Risk-takers
central nucleus stock exchange economics
economics foreign exchange
1% periphery foreign exchange stock exchange
to borrow money
2" periphery to borrow money interest rate volatility
unemployment political instability
3™ periphery lack of information
banks control
uncertainty unemployment
inflation

Table 9. Social representations of "tolerable financial risks™
Risk-takers
foreign exchange
stock exchange
bill / promissory notes

st .
1" periphery foreign exchange . RE.PO
investment in real estate
2" periphery mutual funds interest rate volatility
3" periphe . . bank
PETIPIELY time deposit account to build up a business

Risk-aversives

central nucleus . .
investment in real estate

credit card

The results suggest some tentative conclusions. For instance, the term "courage”
appears only in the risk representations of risk-taker investors. Concerning life risk
representations, risk-takers express more specific concepts such as job loss, health
loss and money loss while, the risk-averse investors express less specific, broader con-
cepts like economy and investment. The results provide evidence on the difference
between the two sub-samples in terms of tolerable financial risks. While the risk-
averse investors dare only to use credit cards and invest in real estate, risk-takers are
more inclined to take currency and stock market risks. Another evidence provided by
the analysis is the emphasis on the lack of information by risk takers; this can be inter-
preted as their willingness to control their investments by themselves.

To sum up, this work can be considered as a pilot study proposing a methodolo-
gy for not only discriminating the averse investors from risk takers, but also for inves-
tigating risk perceptions by investors through social representations. We believe this
can be a good start for future research on larger samples and in different settings. The
results provided in this study can help financial advisors to have a deeper understand-
ing of investors’ behaviors.
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