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Abstract. Stocks are essential in household financial asset allocation, and per-
sonality traits significantly impact stock investment, affecting investors' deci-
sion-making, risk management, and long-term performance.This study innova-
tively employs text mining techniques to construct a dual-validation system, con-
firming that the Big Five personality metrics derived from the CFPS question-
naire exhibit strong external validity in financial investment contexts. Further-
more, the five broad personality dimensions are refined into 12 sub-dimensions.
Using data from the CFPS(2016 and 2018), we empirically analyze the impact of
personality traits on stock investment. Regression results reveal that among all
12 subdivided personality traits of household heads, only trust sub-dimension of
agreeableness a robust and statistically significant positive effect on household
stock investment. Specifically, household heads with higher levels of trust in
strangers are more susceptible to external influences, including social environ-
ments, when making investment decisions, leading to greater stock market par-
ticipation, higher probabilities of holding stocks, and larger stock allocations.
This positive association remains unaffected by endogeneity issues or unob-
served risk attitudes due to data limitations. Our findings suggest that policymak-
ers should explicitly account for the influence of personality traits, particularly
trust, when designing regulations or interventions targeting retail investors.
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1 Introduction

The rapid development of financial markets and increasing public interest in wealth
management have made stock investment more common among households. In China,
where retail investors dominate the stock market, limited financial literacy makes their
decisions particularly vulnerable to external market sentiment and personal personality
traitsl'l. As stable psychological characteristics, personality traits systematically shape
investment behavior through risk preferences and cognitive biases. This study's exam-
ination of personality's impact on stock investment not only advances behavioral fi-
nance theory but also provides practical insights for improving household financial de-
cisions and informing government policies.
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This study builds on prior research examining personality traits' influence on finan-
cial behavior. While Brown and Taylor first linked Big Five traits to UK households'
financial decisions without examining specific sub-traits, and former scholars found
only openness significantly affected Chinese households' stock investments using
2010-2012 CFPS datal®!. Addressing measurement validity concerns raised by some
scholarsB!™], innovative introduction of text mining technology, our research advances
this field by: validating personality-investment relationships in financial contexts, con-
ducting more comprehensive analysis of Chinese household heads' personality impacts,
and providing robust new explanations for stock investment behavior patterns in China.

2 Literature Review

2.1  Personality Traits

The concept of personality traits, introduced by Heckman and Rubinstein™, refers to
non-IQ characteristics influencing life outcomes. The dominant Big Five framework!®,
comprising conscientiousness, extraversion, agreeableness, openness and emotional
stability, offers three key advantages: (1) comprehensive coverage of psychological
variables, (2) cross-cultural validity including Chinese contexts'?, (3) relative stability
across life stages!”,which helps address endogeneity concerns in our analysis of stock
investment behavior.

2.2 Impact of Personality Traits on Stock Investment

Personality economics, which studies how traits influence economic behavior, attracts
growing research interest. Yet few studies examine personality's impact on stock in-
vestment specifically. Brown & Taylor's pioneering study of personality's effect on
household financial behaviors, including stock investment, has three limitations!®!,
First, it only examined broad Big Five dimensions without exploring subcategories'
heterogeneous effects. Second, it overlooked potential personality trait endogeneity -
while including control variables for omitted variable bias, it didn't address possible
direct endogeneity between traits and financial behavior. Though personality is gener-
ally stable within life stages, some studies show environmental factors can modify
traits®I®I1% making endogeneity controls essential. Third, their analysis omitted key
stock investment factors like cognitive ability and risk attitude!!'l'?] which also corre-
late with personality!® However, these studies overlooked validating the Big Five
measurement tool. Traditional questionnaires face social desirability bias and require
verification through natural language data. Moreover, financial investment's special-
ized nature necessitates examining personality scales' explanatory power for specific
behaviors like risk-taking to ensure reliable conclusions™*!, This reveals both a meth-
odological opportunity for multimodal data fusion in behavioral finance research and
highlights discrepancies between questionnaire measures and actual investment behav-
iors.
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3 Data Sample and Indicator Construction

3.1 Sample and Data Sources

This study analyzes the impact of household heads' personality traits on stock invest-
ment decisions using data from the 2016 and 2018 China Family Panel Studies (CFPS).
Personality data comes from adult questionnaires (identifying financial respondents as
household heads), while stock holdings information is obtained from household ques-
tionnaires. After matching datasets by household code and removing samples with
missing data, the final sample comprises 11,928 households.

3.2 Validity Verification of Text Mining-Based Indicators

We innovatively apply text mining to natural-language web texts from Xueqiu Com-
munity - China's premier investment platform with specialized sections like "Invest-
ment Insights"-to capture real-world psychological characteristics and strengthen per-
sonality-behavior associations. Using Python, we crawled Xueqiu texts (2015-2020)
matching CFPS samples. IP analysis identified users from CFPS-sampled provinces,
with age filtering yielding 86,543 valid entries.

Based on the textual responses to the open-ended questions in the CFPS question-
naire, and the Jieba thesaurus is used for the lexical processing of the textual infor-
mation, which in turn obtains the words that appear with high frequency and are related
to the personality traits, i.e., the keywords are obtained). Based on the Big Five per-
sonality theoretical framework, a two-layer text feature mapping system is constructed,
firstly, the surface semantic matching is carried out through the LDA topic model, and
20 potential topics are extracted (Perplexity Perplexity=198.76), and their cosine simi-
larity with the CFPS dimensions is calculated.

_ Zie=a(WarXTij)
\ ZWL%tX1 Zszk

Next, establish a Probit two-stage prediction model to compare the explanatory
power of text features and CFPS scales on stock holding choices.

Stock holding choice model:

Baseline model:

Sij )

P(hold = 1) = ®(a + Y-, B Trait, +yX) ()
Text model:
P(hold = 1) = &(a’' + X2, B, Topicy, +v'X) (3)

Following, we obtain the validity verification results of the personality trait indica-
tors as shown in Table 1.The table reveals significant text-CFPS correlations across all
personality dimensions, with conscientiousness performing strongest. Its sub-dimen-
sions show correlations>0.6 (p<0.001).The text-mining validation confirms the CFPS-
based Big Five indicators' strong external validity in financial contexts. These results
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provide methodological support for subsequent empirical analysis and enhance the re-
search's theoretical and practical value.

Table 1. Bimodal Validation Results of Personality Trait Indicators

Personality Traits ~ Sub-dimension  Text-CFPS(r)  Topic Prediction  Factor
Similarity Bias Rate  Loading
Difference
Rationality 0.68%*** 0.71 52% 0.07
Conscientious- Professional-
. 0.63%*** 0.67 6.8% 0.09
ness ism
Prudence 0.71%%* 0.74 4.3% 0.05
Warmth 0.55%** 0.58 8.7% 0.12
. Joyfulness 0.59%#* 0.62 7.5% 0.10
Extraversion .
Positive  Emo-
. 0.51%* 0.53 9.2% 0.15
tions
Trust 0.47%* 0.49 10.1% 0.18
Agreeableness .
Compliance 0.43* 0.45 11.3% 0.21
Action 0.62%** 0.65 6.1% 0.08
Openness
Value 0.58%** 0.61 7.3% 0.11
Emotional Stabil- Depression 0.39* 0.41 12.5% 0.24
ity Vulnerability 0.42%* 0.44 11.8% 0.22

Notes:1.¥** p<0.01, ** p<0.05, * p<0.1 2.Prediction deviation rate = [Marginal effect of text model -
Marginal effect of scale model| / Marginal effect of scale model 3.Factor loading difference = |Text factor
loading - Scale factor loading|

33 Variable Construction

This study measures stock investment using two variables: whether a household holds
stocks (hold_stofu) and the log value of total stock holdings (log_stofu). For personality
traits, we adopt the Big Five framework, constructing measures from 12 subdimensions
in the 2016 CFPS questionnaire, including conscientiousness (organization, profession-
alism, prudence), extroversion (enthusiasm, joyfulness, positive emotions), agreeable-
ness (trust, compliance), openness (action, value), and emotional stability (depression,
vulnerability)!'”. We control for household head and family demographic and economic
characteristics, to explain stock investment behavior!?!,

4 Empirical Analysis

4.1 Regression Analysis

When the explanatory variable is whether the household holds stocks, we use the Probit
model. When the explanatory variable is the amount of household stock holdings, we
use the Tobit model. In both types of models, in addition to a series of major explana-
tory variables, which are personality traits, the control variables include age, gender,
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ethnicity, household status, political profile, marital status, education level, occupa-
tional status, household size, health status, housing status, household income, non-

stock, and household time deposits and loans of the household head!'?.

Table 2. Regression Results of Factors Influencing Stock Investment

Dependent Variable hold stofu log stofu
con_1 0.0049 0.0002
con_2 -0.0053** -0.0670***
con_3 -0.0008 -0.0187
ext 1 -0.0051 -0.0383
ext 2 -0.0002 0.0500
ext 3 -0.0008 -0.0413*
agr_1 0.0045%* 0.1494%**
agr 2 0.0047 0.0263
ope_1 0.0007 0.0320
ope 2 0.0015 -0.0382*
emo_1 0.0035 0.0241
emo_2 -0.0086* -0.0474

Note: For ease of interpretation, we report the average marginal effects rather than regression
coefficients. *, ** and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
Due to space limitations, the regression results for explanatory variables other than the household
head's personality traits are not reported.

Table 2 reveals that household heads' career orientation (con_2) negatively affects
both stock market participation (-0.53%) and investment value (-6.7%), while trust
(agr_1) positively influences participation(+0.45%) and value(+14.94%). Career-
driven individuals may prioritize professional development over financial investments,
whereas trusting individuals appear more receptive to investment advice and market
participation. Other personality traits show no significant effects.

4.2  Endogeneity Issues

There may be an endogeneity problem with the regression results reported in Table 2
on the effect of household head personality traits on household stock investment!?!. In
order to eliminate the endogeneity problem caused by this possible reverse causality,
we overcome the previous simultaneous adoption of personality traits by analyzing the
effect of personality traits in 2016 on household stock investment in 2018, reverse cau-
sality that might have resulted from the 2016 data.

We find that the effect of careerism on household stock investment is no longer sig-
nificant, but trust still has a significant positive effect on household stock invest-
ment.Thus, we cannot determine whether the previously found significant inverse ef-
fect of household head's careerism on household stock investment is due to the fact that
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careerism affects stock investment or stock investment affects careerism, but it is safe
to assume that the higher the household head's trust in strangers, the more positive the
household stock investment will be, and that this is not interfered with by reverse cau-
sality.

Similar to the previous section, we use a Tobit model to examine the effect of the
personality traits of the head of household on household bank loan holdings for robust-
ness tests?!11, and we find that the significant effect of trust in the personality traits of
the head of household on household equity investment does not reflect the role of the
risk attitude factors that we cannot control for directly, but rather is entirely independent
of the personality trait-based effects.

5 Conclusions

This study examines how household heads' personality traits influence stock invest-
ments in Chinese households. Using the Big Five Inventory from CFPS data and text
mining validation, we confirm these measures' external validity for financial decisions.
We further analyze 12 specific sub-traits under the Big Five dimensions to uncover
their differential impacts on stock investment behavior.In the regression analysis, we
sequentially examine the influence of personality traits on both household stock own-
ership and holding amounts. The results show that after endogeneity and robustness
tests, among all 12 dimensions of household heads' personality traits, only trust under
the agreeableness dimension exhibits a significant and robust positive effect on house-
hold stock investment. Household heads with higher levels of trust in strangers are more
susceptible to external influences when making decisions, leading to a higher probabil-
ity of stock investment and larger stock holdings.

This study highlights key policy implications for China's stock market develop-
ment:(1)Recognize that personality traits (especially trust) significantly influence
household investment decisions;(2)Short-term policies should accommodate stable
traits like trust;(3)Long-term policies should cultivate healthy market conditions while
guiding investment attitudes, accounting for potential personality evolution. Market
stability requires understanding these psychological factors in ordinary investors' par-
ticipation.
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