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Abstract 

Ageing demographic profiles pose challenges to the nation as policymakers are concerned about the health, public 

pension and the financial management of the society. In Malaysia, retirees are mostly dependent on savings from the 

Employees Provident Fund (EPF), a government agency that manages savings and retirement plans for private-sector 

employees and non-pensionable public servants. Many Malaysians aged past the targeted retirement age of 60 years 

old chose to remain in the workforce, mainly due to insufficient retirement funds or has depleted their retirement 

funds in a short period. To ensure sufficient funds to attain an ideal retirement life, Malaysians resort to invest or 

seek business opportunities. Thus, this paper studies the impact of demographic characteristics (sex, age, and 

educational level) and finance characteristics (financial knowledge and financial satisfaction) on the risk tolerance 

among older Malaysian Chinese in the year 2020. The results of this study showed that the older Malaysian Chinese 

risk tolerance is highly influenced by sex, age, education level, financial knowledge and financial satisfaction.   

Keywords: sex, age, educational level, financial knowledge, financial satisfaction 

1. Introduction 

According to the Employees Provident Fund Malaysia (EPF, 2019), to those older couples and staying around Kuala 

Lumpur, Malaysia, they need around MYR 3,090 per month for their monthly living expenses such as food, housing, 

transport, utilities and others. For those older Malaysians retire with insufficient savings, it may motivate them to 

take higher risk and seek for investment with higher returns. As a result, financial risk tolerance has been a prominent 

study in issues related to financial management, investment and investor’s investment decisions (Nguyen et al., 2016; 

Chng & Hafinaz, 2019; Kanagasabai & Aggarwal, 2020). Many studies have cited and defined financial risk 

tolerance as the maximum degree of uncertainty of an individual’s willingness to accept risk or uncertainties when he 

or she is making a decision (Roszkowski & Grable, 2010; Nobre et al., 2018). For example, risk-taking investors 

tend to consider more risky investments, thus indicating a relationship between financial risk tolerance and 

investment decisions (Nguyen et al., 2016; Kanagasabai & Aggarwal, 2020). Previous studies can further support the 

influence of financial risk tolerance towards decision-making as it has been widely studied over the years (Shtudiner, 

2018; Chng & Hafinaz, 2019; Aeknarajindawat, 2020).  

On the other hand, demographic characteristics (i.e., sex, age, marital status, income status, educational level, 

employment status, life expectation, and level of financial knowledge) were found to have a significant relationship 

with risk tolerance in multiple studies (Duasa & Yusof, 2013; Kannadhasan, 2015; Samsuri et al., 2019). 

Kannadhasan (2015) examined a total of 778 retail investors through a survey conducted in India and found that 

men, young individuals, single individuals and self-employed individuals take on higher risks (risk takers). However, 

in some studies of the survey conducted in Malaysia and Kenya involving demographic characteristics and financial 

risk tolerance were found that older individuals are more risk tolerant (Onsomu et al., 2017; Chng & Hafinaz, 2019). 

Hence, existing evidence may indicate that the differences between the cultural perspectives may play an essential 

role in risk tolerance. 

According to “The Longevity Economy Outlook 2019” by AARP, a non-profit organization in the United States that 

examined issues affecting older people, the report has indicated an increase of 25.8% of new entrepreneurs aged 
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around 55 to 64 years old in 2018; a rise of 11.0% when compared to 14.8% in 1996. According to the report, 

entrepreneurs around the age of 55 to 64 years old are more likely to venture into entrepreneurship to attain personal 

satisfaction and accumulate wealth. In this case, it may indicate individual risk tolerance increases in conjunction 

with their age. However, in a previous study by Chong et al. (2012) shows the demographic characteristic of age is 

insignificant to the financial risk tolerance of older urban Chinese in Malaysia. The result of the study may be 

insubstantial as many previous studies have proven otherwise and there are limited studies done on the risk tolerance 

of the older group of people in Malaysia. Interestingly, Chinese in the United States were found to be more risk 

tolerant than Americans which raises a question about the effect of ethnicity on risk-taking behavior (Fan & Xiao, 

2005). Nonetheless, as shown in “The Longevity Economy Outlook 2019” by AARP, the behavior of the older group 

of people has changed and has an increase in entrepreneurial activities, investment and the likelihood to undertake 

risky decisions.  

In Malaysia, as the older group of people retire with insufficient savings, it may motivate them to take higher risk 

and seek for investment with higher returns. Hence, this study aims to assist the government in understanding the 

behavior of the older group in Malaysia with of focus on a certain ethnicity for a start towards suggesting ways of 

financial management and policy decisions. According to the Department of Statistics Malaysia (DOSM) (2020), 

Malaysia has a population of more than 32 million in the year 2019 and 22.8% of the population are of Chinese 

ethnicity. Meanwhile, according to the Household Expenditure Survey Report 2019 by DOSM, about 68.0% of 

Malaysian Chinese have a monthly household income of more than Malaysian Ringgit (MYR) 5,000 and about 

45.0% of Malaysian Chinese have a monthly expenditure of more than MYR 5,000. As it signifies Malaysian 

Chinese have the spending power and willingness to spend, it highlights the importance of understanding older 

Malaysian Chinese’s financial risk tolerance and financial management. Thus, this study aims to identify the 

demographic characteristics that influence the financial risk tolerance of older Chinese in Klang Valley, Malaysia. 

2. Literature Review 

2.1 Sex 

Concerning sex and financial risk tolerance, Zandri and Sune (2018) found that there were significant differences 

between male and female risk tolerance. Meanwhile, findings from the field of study conclude that women are more 

risk-averse than men (Patti & Rui, 2017). Rajesh (2018) and Thanki & Baser (2019) stated that there is a significant 

difference in financial risk tolerance between the gender. This study was also found that the score for of male 

respondents was more than female respondents who indicated that male respondents had more risk tolerance (Prabha, 

2016). In other studies, Chistina (2019), as well as Rui and Michael (2005), found that single men were more 

risk-tolerant than single women, as they commonly held a higher portion of their income in risky investment 

allocations. These findings contradict with results from a study by Ebrahim (2012), as the researcher found that the 

sex of individual investors and financial risk tolerance is independent of each other. Some researchers presented their 

findings and found no significant relationship in risk tolerance findings between men and women (Chng & Hafinaz, 

2019; Nosita et al., 2020). Meanwhile, Sandip and Ranjan (2015) found that men investors were more risk-averse 

than women investors. 

H1: There is a significant relationship between risk tolerance and sex. 

2.2 Age 

Results of studies suggest that the demographic factor of age influences the risk tolerance of the individual investors. 

Holding other factors constant, Wang & Hanna (1997) found that older people invest a larger proportion of their 

wealth in risky assets compared to young people. In one of the recent studies, Zandri and Sune (2018) found that 

investors had more risk tolerance with age. Investors who older than 50 years old are less risk-seeking compare to 

young investors from other age categories. Other authors, such as Sarfaraz and Yogeshwari (2017) indicated a 

significant difference in financial tolerance according to the age categories. A negative relationship is also proven 

between the investor’s age and risk tolerance (Christina, 2019; Rahmawati et al., 2015). Zandri and Sune (2018) 

suggest a positive relationship between an investor’s age and the percentage of the investment portfolio. 

H2: There is a significant relationship between risk tolerance and age. 

2.3 Education 

Previous studies show sufficient evidence that an increase in the level of education of people will encourage the 

individual to take more financial risks than other investors who are coming from a lower level of education 

(Ebrahim, 2012; Rahmawati et al., 2015; Sandip & Rajann, 2015). In contrast, Sarfaraz and Yogeshwari (2017) and 

Bashir et al. (2013) stated that education is not a significant factor in the risk tolerance of an individual. Daoud et al. 
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(2020) suggested vocational education in his study to promote education by reducing the gender gap in 

entrepreneurship to encourage healthier levels of risk tolerance in the society. 

H3: There is a significant relationship between risk tolerance and education level.  

H3a: There is a significant relationship between risk tolerance and not educated.  

H3b: There is a significant relationship between risk tolerance and primary education.  

H3c: There is a significant relationship between risk tolerance and secondary education.  

2.4 Financial Knowledge 

Previous research is consistent in concluding that individuals with better financial understanding, experience, and 

knowledge will lead them to have a higher risk tolerance than others. Similar results are tracked in Christina (2019), 

Fernandes et al. (2014), Loke (2015), Nguyen et al. (2016), Samsuri et al. (2019) and Wisudanto and Zidni (2016) 

found that improving the understanding of the financial product is a critical component to make the correct and right 

option in regard to financial decision making. In general, better educated men were found to have higher financial 

risk tolerance from a study in Pakistan (Shah et al., 2020). Wang (2009) strongly suggested in his study that objective 

knowledge and subjective knowledge on finance are positively correlated with the level of risk-taking. In contrast, 

Ivona et al. (2016) argues that risk appetite does not depend on the level of investor’s knowledge and awareness of 

finance and economics. 

H4: There is a significant relationship between risk tolerance and financial knowledge. 

2.5 Financial Satisfaction 

Previous studies have tracked two components of financial satisfaction (level of income and wealth) are significantly 

to measure risk tolerance (Chong et al., 2014; Chong, et al., 2017; Muhammad & Hafiq, 2014; Chng & Hafinaz, 

2019). Furthermore, Bertha et al. (2018) proved that there is a significant positive relationship between personal 

income levels and the variable of financial risk tolerance. Besides that, Praba (2016) also indicates that the level of 

individual’s risk tolerance increases in a synchronized manner with the individual’s wealth and earnings. Moreover, 

Sandip and Ranjan (2015) mentioned in their study that higher income and savings also will lean towards decreased 

risk aversion. However, some results from different studies suggest a negative impact of income on the level of risk 

tolerance (Rajesh, 2018). This is due to some of the lower-income and wealthy investors keen to tolerate higher risk 

when they decide in certain investment products, which can increase their wealth. A study done in South Africa 

found that life satisfaction significantly affects risk tolerance (Ferreira & Dickason-Koekemoer, 2020). 

H5: There is a significant relationship between risk tolerance and financial satisfaction 

3. Method 

In this study, the targeted sample was Chinese individuals who aged 50 years old or above and reside in the state of 

Selangor, Malaysia. The study employed convenience sampling and cross-sectional survey questionnaires from 

January to February 2020 and face-to-face interviews to collect the required data and the questionnaire features 

different areas: socio-demographic characteristics, risk tolerance, financial knowledge and financial satisfaction of 

the respondents. The dependent variable in this study refers to the financial risk tolerance of the older Malaysian 

Chinese, where; low scoring of risk tolerance of an individual indicates the tendency of being risk-averse, while high 

scoring of risk tolerance suggests the tendency of being risk-taker. On the other hand, the independent variables in 

this study were sex (dummy: male and female), age (ratio), an education level (dummy: no schooling, primary 

school, secondary school, and above secondary school level), financial knowledge (Likert scale: 1 - strongly disagree 

to 7 - strongly agree) and financial satisfaction (Likert scale: 1 - very unsatisfactory to 7 - very satisfactory). The 

survey manages to accumulate a total of 280 Chinese respondents with an age of 50 or above. The descriptive 

analysis of the respondents’ demographic profile is shown in Table 1. 

 

Table 1. Profile of respondents  

Characteristics Percentage 

(%) 

Sample Size 

(n) 

Sex 

 Male 

 

42.9 

 

120 
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 Female 57.1 160 

Age Group 

 50-59 

 60-69 

 70 or over 

 

65.7 

23.9 

10.4 

 

184 

67 

29 

Marital Status 

 Currently Married 

 Widowed  

 Others 

 

76.8 

17.1 

6.1 

 

215 

48 

17 

Educational Level 

 Not Educated  

 Primary Education  

 Secondary Education 

 A-level, Certificate, Diploma, Degree 

 

7.5 

23.6 

37.1 

31.8 

 

21 

66 

104 

89 

Number of Respondents 100.0 280 

 

In this research, the risk tolerance statements were mainly adapted from Chong et al. (2012) and Grable and Joo 

(2004). Table 2 shows the risk tolerance construct was checked using the reliability test and the Cronbach’s Alpha is 

more than 0.8 while the mean score of risk tolerance is 2.95 (1 = strongly disagree and 7 = strongly agree) and the 

standard deviation is 1.13. 

 

Table 2. Descriptive statistics on the contract and cronbach’s Alpha 

Statement I 

% 

II 

% 

III 

% 

IV 

% 

V 

% 

VI 

% 

VII 

% 

Total 

% 

Mean 

Score 

Standard 

Deviation 

In term of investing, 

returns are more 

important than safety 

20.7 56.4 10.0 6.1 4.3 1.8 0.7 100.0 2.25 1.16 

I am more comfortable 

putting my money in a 

stock market than in 

the bank account 

13.6 33.2 24.3 9.6 9.3 8.9 1.1 100.0 2.99 1.53 

I am more comfortable 

putting my money in a 

mutual fund than in the 

bank account  

15.7 32.5 21.4 11.1 9.6 8.9 0.7 100.0 2.96 1.54 

I am more comfortable 

putting my money in a 

bond than in the bank 

account 

16.1 29.3 18.6 15.0 8.6 9.3 3.2 100.0 3.11 1.67 

When I think of the 

word "Loss" the term 

"Risk" comes to mind 

immediately 

13.9 35.4 20.4 17.1 6.8 5.7 0.7 100.0 2.88 1.41 

Making money in 

stocks and bonds is not 

based on luck 

19.3 38.6 10.4 20.7 7.5 3.2 0.4 100.0 2.70 1.39 
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I have a full of 

knowledge to be a 

successful investor 

8.9 24.3 30.0 13.9 14.6 7.5 0.7 100.0 3.26 1.42 

Investing is not 

difficult to understand 
5.4 24.6 26.8 20.7 11.8 8.6 2.1 100.0 3.43 1.44 

Risk Tolerance        n = 280 2.95 1.13 

Cronbach’s Alpha 0.908 

Note: I (strongly disagree), II (disagree), III (somewhat disagree), IV (neither disagree nor agree), V (somewhat 

agree), VI (agree), and VII (strongly agree). 

 

4. Discussion 

Before the regression results were performed, preliminary analyses were conducted to ensure no serious violation of 

the assumptions of normality, linearity, multicollinearity, homoscedasticity and autocorrelation. From Table 3, these 

regression results showed that the model is significant (F-stat = 17.777 and significant at 1% level) with the R2 value 

of 30.1%. Out of the seven independent variables, four variables (i.e., sex, age, secondary education and financial 

satisfaction) showed a significant relationship with the dependent variable (risk tolerance) at 1% level and the 

financial knowledge was found to associate with the risk tolerance at 10% level as compared to the previous study by 

Chong et al. (2012). In general, previous research shows that independent variables such as sex, an education level 

(primary and secondary educations) and financial knowledge have statistically significant at 1% level with the risk 

tolerance of an individual.  

Based on the recent study regarding risk tolerance of older Chinese in Klang Valley, Malaysia, the results show that 

sex and secondary education level remains to be statistically significant at 1% confidence level to risk tolerance of 

the older Malaysian Chinese while financial knowledge has a confidence level of 10%. Furthermore, variables such 

as age and financial satisfaction were found to be statistically significant at 1% confidence level towards risk 

tolerance in the recent study on older Malaysian Chinese.  

 

Table 3. Regression of risk tolerance on demographic characteristics 

Variable Definition Coefficient Standard Error t p-value 

Sex*^ 1 = male 0.686 0.112 6.152 0.000*** 

Age ratio -0.054 0.010 -5.237 0.000*** 

Not educated*^ 1 = yes -0.143 0.269 -0.532 0.595 

Primary education*^ 1 = yes -0.173 0.163 -1.061 0.290 

Secondary education*^ 1 = yes -0.379 0.135 -2.802 0.005*** 

Financial knowledge 
1 = strongly disagree 

7 = strongly agree 
0.089 0.049 1.803 0.073* 

Financial satisfaction 

1 = very 

unsatisfactory 

7 = very satisfactory 

-0.476 0.058 -8.234 0.000*** 

R square 31.9% 

Adjusted R square  30.1% 

Durbin-Watson 1.744 

F test (p-value) 17.777 (<0.01) 

Dependent Variable (Risk Tolerance)  

Independent Variables (Sex, Age, Education Level, Financial Knowledge and Financial Satisfaction) 

* ^ These are dummy variables 

* 10% confidence level, ** 5% confidence level, *** 1% confidence level 
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The demographic characteristics results of this study show that sex has a positive coefficient (0.686) and the 

hypothesis H1 is supported at 1% level, indicating that male tends to be risk-taking compared to females (Chong et 

al., 2012; Kannadhasan, 2015; Nguyen et al., 2016; Patti & Rui, 2017; Prabha, 2016; Rajesh, 2018; Zandri & Sune, 

2018). This may be due to male respondents have better financial knowledge and stronger financial ability as 

compared to female respondents and make them be more confident to accept high-risk products as constructed with 

the female. 

In the case of the age variable, the result has shown that the level of risk tolerance of an individual decrease as the 

individual age (coefficient of -0.054), and the hypothesis H2 is supported at 1% level; contradicting with the 

previous result as age insignificant to risk tolerance in the study by Chong et al. (2012). Nonetheless, some studies 

found that older individuals have lower risk tolerance (Christina, 2019; Zandri & Sune, 2018) as while Zandari and 

Sune (2018) suggest that older individuals held riskier stocks and they may have gained experience to choose the 

best stocks for their portfolio.  

As for education level, the results of this study were found to be similar to the previous study by Chong et al. (2012) 

where older Malaysian Chinese with secondary education level have a negative coefficient (-0.379) with risk 

tolerance level and the hypothesis H3c is supported at 1% level; meanwhile older Malaysian Chinese without any 

education and primary education do not influence their risk tolerance level; hypothesis H3a and H3b are not 

supported. This indicates that individuals with higher education levels are more skewed into towards risk-tolerant 

compared to individuals with secondary education or below. The findings were found to be similar to other studies 

where highly educated people tend to have a higher risk tolerance level since losses from the investment will not 

significantly affect their standard of living (Nguyen et al., 2016; Sandip & Rajann, 2015).  

As for financial-related factors, financial knowledge was found to be positively (coefficient of 0.089) significant at 

10% level of risk tolerance of older Malaysian Chinese, distinguishing from the previous result where financial 

knowledge significant at 1% confidence level and an individual with financial knowledge will reduce their risk 

tolerance (Chong et al. 2012). As a result, hypothesis H4 is supported, and this indicates the risk tolerance of the 

respondents is affected by their knowledge or literacy on finance or investment, similar to findings by Christina 

(2019), Samsuri et al. (2019) and Wisudanto and Zidni (2016). In terms of financial satisfaction, a recent study found 

the variable to be negatively related (coefficient of -0.476) to risk tolerance of the respondents and hypothesis H5 is 

supported at the 1% level. In this case, it indicates the respondents that are financially healthy and free from worries 

are skewed towards risk averse. This may occur due to their financial stability and no point in having a high-risk 

action, and this statement is supported by Sandip and Ranjan (2015) and Rajesh (2018). 

5. Conclusion 

The past studies revealed that demographic parameters such as gender, age, education, income, and occupation had 

been the interest to researchers as independent variables shaping the investor’s financial risk tolerance (Mishra & 

Mishra, 2014). However, the relationships between the selected demographic variables and financial risk tolerance 

were found inconsistent, therefore requiring more investigations (Shah et al., 2020). With growing concern on the 

ageing adult in Malaysia, this study is the second attempt to analyses the relationship between sex, age, education 

level, financial knowledge and financial satisfaction towards financial risk tolerance of the older Malaysia Chinese. 

Uniquely, this study includes the residency of an investor (urban) as a criterion in choosing respondents. The results 

from this study have revealed selected demographic factors which could influence individual preferences as well as 

their financial decisions, including investment decisions. Some people, therefore, have a lower risk tolerance, while 

others have a high-risk tolerance with some having a specific appetite for their risk, depending on the financial 

characteristics. The findings of the study are consistent with the previously drawn conclusion that older Chinese men 

were more risk-tolerant than females. More studies are needed to address the issue of why women tend to be 

risk-averse, especially in the Chinese community. Despite the increasing participation of women in the high-income 

workforce, there is still a low volume of females that invest in high-risk portfolios. This phenomenon leads to future 

work on understanding risk-taking behavior among older Chinese females. Comparing the results with the previous 

study (Chong et al., 2012), the age factor seems to influence an investment decision. The negative relationship 

indicates that older age respondents seem to be risk averse. This result is an interesting finding, as it is in contrary to 

what we know from previous findings. Besides, these results suggest that secondary educated, experienced and 

strong financial knowledge equipped senior citizens are reluctant to invest in high-risk portfolios. Next, financial 

institutions and government agencies should focus on increasing financial awareness, for senior citizens by 

conducting related education projects, detailing areas that people do not understand. The main limitation of this study 

only involved respondents from urban older Malaysia Chinese financial risk tolerance. Therefore, this research 
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suggested that future researchers could survey semi-urban and rural areas in Malaysia. Besides, future studies also 

can investigate the risk tolerance of other ethnicities in Malaysia, like Sahm (2012) who found systematic differences 

from individuals of different races. Cultural differences may also affect risk tolerance as noted by Pyles et al. (2016), 

but its actual translation into investment decision is yet to be confirmed. Several other factors identified by Fang et al. 

(2020), such as wealth accumulation and prior experience with famine can be included as it may contribute to 

understanding better risk tolerance and risk-taking behaviors. 
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