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The Effect of Demographic Factors on Investor’s Risk
Tolerance Using Fuzzy Analytic Hierarchy Process
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Abstract

This research attempts to investigate the effect of investor
demographic factors (age, gender, number of dependents,
level of education, occupation, average monthly income,
investment experience and net wealth) on investor’s risk
tolerance using FAHP to drive relative weights of
demographic factors. The research also aims to identify the
difference or agreement between the results of AHP and those
of FAHP to drive relative weights of demographic factors.
Finally, the research aims to identify the difference or
agreement between investor’s risk tolerance calculated by the
expert and those estimated by the investor.

For this purpose, the researcher prepared two
questionnaires; the first was directed to 73 investment experts
in securities in the governorates of Cairo and Giza, in order to
identify their opinions on the relative importance of each
demographic factor. The second was directed to 40 investors
chosen randomly, in order to identify the demographic
characteristics of the investor to calculate investor’s risk
tolerance and also to identify the investor's assessment of risk
tolerance. This paper applies the Logarithmic Fuzzy
Preference Programming (LFPP) to derive relative weights
using FAHP.

Findings show that all indicated demographic factors
affect investor's risk tolerance, where middle-aged, male,
small numbers of dependents, high qualification, business
owner, high-income, long-term investment experience and
High-net wealth are more risk tolerance than others. Beside,
findings indicate that there is no significant difference
between the results of FAHP and those of AHP, and that there
Is no significant difference between the risk tolerance levels
calculated by the expert (using the suggested model) and those
estimated by the investor.
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