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Individuals’ Affect-Based Motivations to Invest
in Stocks: Beyond Expected Financial Returns
and Risks

Jaakko Aspara and Henrikki Tikkanen
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The purpose of this article is to study whether an individual investor’s affect towards a company
causes him extra motivation to invest in the company’s stock, over and beyond expected
financial returns and risk. The authors examine survey data from 400 investors. They find that
most investors had affect-based, extra motivation to invest in stocks, over and beyond financial
return expectations. The more positive an individual’s attitude towards the company was, the
stronger was his extra investment motivation. Moreover, a special affective relationship that an
investor may have towards a company—affective self-affinity—can further explain the extra

investment motivation.
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INTRODUCTION

Following the work of Slovic and others (e.g., Slovic, Fin-
ucane, Peters and MacGregor [2002a, 2002b, 2007], Fin-
ucane, Alhakami, Slovic and Johnson [2000], MacGregor,
Slovic, Dreman and Berry [2000]), researchers in behav-
ioral finance have been increasingly interested in the role
that psychological affect plays in people’s investment de-
cisions. For instance, Statman, Fisher, and Anginer [2008]
recently reported that their study subjects considered that
stocks associated with strong positive affect had, paradoxi-
cally enough, both high expected returns and low risk. Ang,
Chua, and Jiang [2010], in turn, demonstrate how affect can
play a role in asset pricing by finding that “Class A” shares
are often more highly valued than similar “Class B shares
of the same companies. Their explanation for the finding is
that investors have special affect for the idea of investing in
something that is A class.

Moreover, in another stream of research—one located in
the interface between finance and marketing—there has been
a growing interest in how individuals’ affective evaluations
of companies’ brands and corporate images, in particular, in-
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fluence their willingness to invest in those companies’ stocks
(Aspara and Tikkanen [2008, 2010a, 2010b, forthcoming],
Frieder and Subrahmanyam [2005], Schoenbachler, Gordon
and Aurand [2004]). Aspara and Tikkanen [2008] suggest
that a consumer’s positive attitude to a company’s product
or brand has positive influence on his! attitude towards the
company itself, which in turn will positively influence his ten-
dency to invest in the company’s stock. Furthermore, Aspara
and Tikkanen [2008, 2010b] even suggest that an individual’s
positive attitude or affect towards a company may generate
such motivation to invest in the company’s stock that goes
beyond the motivation to maximize financial returns. This
suggestion is consistent with Fisher and Statman’s [1997] ar-
gument that it is no more reasonable to expect individuals to
be concerned only about risk and return when constructing an
investment portfolio than it is to expect them to be concerned
only about cost and nutrition when deciding what to eat.
However, despite the growing research interest in the role
that company affect plays in investment decisions, there have
so far been no empirical studies that would examine the spe-
cific question whether one’s affect towards a company elicits
motivation to invest in the company’s stock over and be-
yond the expected financial returns and risk of the stock.
Consequently, the purpose of this article is to provide em-
pirical evidence of whether and how an individuals’ affect
towards a company provides them extra motivation to invest
in the company’s stock, beyond expected financial returns.
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Theoretically, our propositions build not only on the afore-
mentioned work by Slovic et al. on the fundamental role
of affect in investments but also on theories on individu-
als’ affective identification with companies (Aspara, Olkko-
nen, Tikkanen, Moisander and Parvinen [2008], Aspara and
Tikkanen [2010b], Bhattacharya and Sen [2003], Scott and
Lane [2000]). The arguments are also supported by points
made in recent behavioral finance literature, including Stat-
man [2004] and Fama and French [2007]. As our empirical
data, we analyze survey data collected from 400 individu-
als who had recently invested in certain companies’ stocks.
First, we find that most investors had certain affect-based, ex-
tra motivation to invest in those stocks, beyond the expected
financial returns of the stocks. Explaining the extra invest-
ment motivation beyond the expected financial returns, we
find that the more positive an individual’s attitude towards
the company, the stronger the extra investment motivation.
Moreover, we find that a special type of affective relation-
ship that one potentially has to a company, that is, affective
self-affinity, further explains one’s extra motivation to invest
in the company’s stock.

We also control for the effects of a set of personal charac-
teristics of the investors, including demographics (e.g., sex,
age, income, education) and specific characteristics as a stock
investor (e.g., number of stocks owned, stock tracking ac-
tivity). Our finding is that the personal characteristics have
generally no significant effects on the strength of the link
between positive affect for a company and extra motivation
to invest in its stock. An exception is education, whereby
university education is found to have a negative effect on
one’s affect-based, extra motivation to invest in a company’s
stock beyond its financial returns.

THEORY AND HYPOTHESES

Standard finance research traditionally assumes that investors
select investments, including stocks, purely based on their
expected financial return-risk profiles (Clark-Murphy and
Soutar [2004]). In other words, investors are seen to have the
sole motivation to select a stock that has the highest expected
financial returns at a given risk level. However, as Fisher and
Statman [1997] note, it is in reality no more reasonable to
expect that individuals are concerned only about financial
risk and return when constructing an investment portfolio
than it is to expect that they are concerned only about cost
and nutrition when deciding what to eat.

Recently, also the emerging literature on the role of affect
in investments (Aspara and Tikkanen [2010b], MacGregor
et al. [2000], Slovic et al. [2007], Statman, Fisher and
Anginer [2008]) has addressed investment psychology that
goes beyond rational financial considerations. This research
has suggested, inter alia, that the images and related affec-
tive evaluations which individuals have of companies may
be a major basis on which they make investment decisions.
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While this work has mostly focused on the influence of af-
fective evaluations on investors’ expectations of financial
performance and risk, it also provides us initial insights to
the potential influence that company affect has on investment
motivations beyond financial returns.

First, it is likely that given a choice between the stocks
of two or more companies that have approximately similar
risk-return profiles, an investors chooses the stock of the com-
pany towards which he has most positive affect, that is, which
he likes most overall. Namely, images, marked by positive
and negative affective feelings, guide judgments and deci-
sion making (Damasio [1994], Slovic et al. [2002a, 2002b],
Zajonc [1980]), particularly when accurately judging the pros
and cons of various alternatives is difficult due to their in-
herent complexity or complexity of information about them
(see Zajonc [1980]). The investment context is a case in
point: companies, their stocks and the pieces of related in-
formation are highly complex, which makes it difficult to
accurately estimate the financial returns/risks (Aspara and
Tikkanen [2010b] Statman, Fisher and Anginer [2008]).

Thus, lacking information about the future and being un-
able to form expectations of the financial returns with great
accuracy, individuals are able to make only rough approxi-
mations of the return-risk profiles of stocks—and may, con-
sequently, just choose to invest in the stock of a company
they “like” (rather than in other stocks expected to have
approximately similar risk-return profiles). This behavioral
tendency would be a somewhat clear instance of using a
mental short-cut called “affect heuristic” (e.g., Finucane et
al. [2000], Slovic et al. [2002a, 2002b, 2007]). That is, using
an overall, readily available affective impression as a mental
decision-making shortcut can be far easier and efficient than
estimating all the pros and cons of various alternatives, es-
pecially when the required judgment or decision is complex
and/or one’s mental resources are limited. Particularly in con-
temporary markets, in which thousands of stocks compete for
investors’ attention (Barber and Odean [2008]), any individ-
ual is likely to encounter tens or hundreds of stocks with
seemingly similar financial return-risk profiles—and use the
very shortcut to arrive at investment decisions partly based
on affect motivation. Thus, our first hypothesis is:

Hypothesis H1: The more positive an individual’s attitude
towards a company, the stronger is his affect-based extra
motivation to invest the company’s stock beyond its expected
financial returns/risk.

Note that in the above hypothesis, we assume that an over-
all affective evaluation of a company manifests as one’s over-
all attitude towards the company—an index of the strength
of how much a person likes or dislikes the object (e.g., Ajzen
and Fishbein [1980]). Nevertheless, an individual’s affect
towards a company, particularly at higher levels, may also
manifest as his identification with the company or, specifi-
cally, affective self-affinity for the company.
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According to Aspara et al.’s [2008] theoretization, an in-
dividual’s affective self-affinity for a company is the extent to
which the individual perceives a positively affective congru-
ence between the thing and his self/identity. More important,
an individual with an affective self-affinity relationship with
a company will tend to give preferential and supportive treat-
ment to the company and be prepared to cooperatively give
more of his scarce resources to it (Aspara et al. [2008], As-
para and Tikkanen [forthcoming], see also Bhattacharya and
Sen [2003], Scott and Lane [2000]). One way through which
one can give such preferential and supportive treatment to
a company is, in turn, through investing in its stock. Such
a tendency, stemming from one’s affective self-affinity for a
company, can therefore be expected to generate even greater
extra motivation to invest in the company’s stock (beyond
its financial returns) than the affect heuristic stemming from
“mere” positive attitude towards the company. In fact, an in-
dividual’s affective self-affinity for a company may lead him
to invest in the company’s stock even by consciously accept-
ing a bit lower financial returns from the company’s stock (or
higher risk) than from certain others (Aspara et al. [2008]).

Thus, we anticipate that an individuals’ affective self-
affinity for a company may act as an additional affect-based
motivation—distinct from mere positive attitude—to invest
in the company’s stock beyond its financial returns. Our sec-
ond hypothesis is, accordingly:

Hypothesis H2: The higher an individual’s affective self-
affinity for a company, the stronger is his affect-based extra
motivation to invest the company’s stock beyond its expected
financial returns/risk.

METHOD

Data Collection and Sample

To obtain data on individuals’ affect-based motivations in
real stock investment decisions of theirs, we pursued contact
with individuals who had recently invested in certain compa-
nies’ stocks. To ensure that the subjects would remember and
be able to reflect on their motivations to invest in the stocks,
we contacted specifically individuals for whom the invest-
ment decision was fairly recent. As fairly recent investment
decisions, we considered investments that had occurred less
than one and a half years ago.

As a population of interest we had such people living
in (Northern) Europe that might invest some of their sav-
ings in stocks of publicly traded companies. We approached
300 individuals per four companies (1,200 in total) listed in
Helsinki Stock Exchange, Finland. Notably, the Finnish stock
market and investors operate on a fairly Anglo-American
logic, with emphasis on shareholder value creation. Finnish
investors have also been investigated in many much-cited
recent studies (e.g., Grinblatt and Keloharju [2000, 2001a,

2001b]). In practice, the approached individuals were ran-
domly sampled from a list of such stockowners of the com-
panies who had become stockowners during the past 1.5
years; the stockholder lists were provided by the companies.
The individuals were sent a survey questionnaire by mail in
summer 2007, with a prepaid reply envelope. Of those sent,
438 usable questionnaires were returned, yielding a fairly
good response rate of 36.5%. According to a commonly-used
procedure, we controlled for nonresponse bias by compar-
ing answers that arrived early to those that arrived late. No
significant differences were found, which implies that nonre-
sponse bias was not a serious concern. The eventual sample
size was adequate for the main data analysis method used,
PLS path modeling (see Chin and Newsted [1999]).

A description of the investors in our final sample, that
is, individuals who had invested in the four companies ad-
dressed (A, B, C and D), is provided in Appendix A, in
terms of a set of personal background variables. The back-
ground variables include gender, age, marital status, edu-
cation, monthly income, total number of stocks owned and
stock following activity. Unfortunately, we are unaware of
any studies that would map the current characteristics of the
overall population of Finnish stock investors, which means
that we are unable at this time to compare the characteris-
tics of our sample to the general stock investor population.
However, the distribution of investor characteristics in our
sample seems to accord to an intuitive notion of individ-
ual investors: The distribution is bent towards middle-aged
(rather than very young or old), college/university educated
and medium/high-income people. Most of the investors are
also moderately diversified (with six or more stocks) and tend
to follow their stocks at least weekly. We also analyze, in Ap-
pendix A, whether there were differences in the background
variables among investors who had invested in the different
companies. In most variables, no statistically significant dif-
ferences are detected, which gives us further confidence in
the fact that investors of the present firms come from one and
same population. However, in age, monthly income and num-
ber of stocks owned, there were some differences. Company
B’s investors especially seemed to have somewhat higher
age, average income and diversification level than others.

Study Approach and Measures

The overall study approach was to first ask the investor-
respondents questions pertaining to the mental-attitudinal
constructs of interest (e.g., positive attitude, affective self-
affinity) by asking the respondents to recall what their atti-
tude towards the company had been like at the time they had
invested in it. Later, in the same questionnaire, the respon-
dents were asked to self-report to what extent their motivation
to invest in the stock had stemmed from their expectations
about the financial returns of the stock versus their (affect-
based) liking towards the company. Between the attitudi-
nal questions and the questions about the stock investment
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motivation, the respondents were asked multiple questions
unrelated to the present study and its constructs.

Since our hypotheses are assumed to apply only to indi-
viduals who have positive (as opposed to negative) overall
affect towards a company, we screened away from the analy-
sis those individuals who had invested in the focal companies
despite having negative affect towards the company. Conse-
quently, 405 respondents ended up to the main analysis, while
21 (4.8%) were screened away due to nonpositive affect for
the company and 12 (2.7%) for missing values concerning af-
fect. In the main analysis on those individuals who exhibited
at least some positive affect towards a company, we chose
to utilize partial least squares (PLS) structural path model-
ing (Fornell and Cha [1994]). Among reasons to use PLS
modeling rather than ordinary regression analysis is the fact
that the variable distributions were skewed and did not meet
the normality requirements of ordinary regression analysis
(whereas PLS modeling does not require normality). PLS
modeling is also less vulnerable to multicollinearity, which
is favorable in the present study since positive attitude and
affective self-affinity can correlate to a somewhat high degree
(albeit being distinct constructs, as shown below).

Specifically, we employ SmartPLS (Ringle, Wende and
Will [2005]), which allows for the simultaneous testing of
hypotheses while enabling single- and multi-item measure-
ment, as well as the use of both reflective and formative
scales (Fornell and Bookstein [1982]). Our structural
model contains, as the dependent variable, an individual’s
affect-based extra motivation to invest in the company stock
beyond its expected financial returns (AFFECT-BASED
EXTRA INVESTMENT MOTIVATION). As predictor
latent variables, the model contains (a) one’s attitude
towards the company, (POSITIVE ATTITUDE TOWARDS
THE COMPANY), and (b) one’s affective self-affinity for
the company (AFFECTIVE SELF-AFFINITY FOR THE
COMPANY). We also include one main control latent vari-
able in the model, pertaining to the investor’s familiarity of
the company (FAMILIARITY WITH THE COMPANY), to
control for the possibility that any found effects are actually
due to individuals’ levels of familiarity with the companies,
their products, and brands. This is because earlier research
has found evidence of the fact that familiarity with and
recognition of a company’s products and brands has positive
effect on an individual’s preference and proclivity to invest
the company’s stock (Frieder and Subrahmanyam [2005]).

In addition, we enter into the model, as control vari-
ables, a set of variables pertaining to the investors’ per-
sonal characteristics. On one hand, these variables include
general demographics, such as the respondent’s sex (SEX),
his age (AGE), monthly income (MONTHLY INCOME)
and whether the respondent had college/academic educa-
tion (UNIVERSITY EDUCATION). On the other hand, the
personal variables include a respondent’s characteristics as
a stock investor, such as the number of stocks owned by
the respondent (NUMBER OF STOCKS OWNED), self-
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assessment of whether one is small or large stock investor
(SMALL VS LARGE INVESTOR) and whether one tracks
the development of one’s stocks only once in year, or monthly
(MONTHLY TRACKER), weekly (WEEKLY TRACKER),
or daily (DAILY TRACKER). Finally, we also include into
the model indicators of the investee companies as dummy
control variables in order to control the investee-company-
specificity of the found effects.

Below, we detail the measures used for the main variables
of the model. The scales and coding of the control variables
pertaining to the personal characteristics of the respondent
are presented in Appendix B.

The affect-based, extra motivation to invest in the fo-
cal company’s stock, beyond its financial returns (AFFECT-
BASED EXTRA INVESTMENT MOTIVATION), was mea-
sured with a reflective two-item scale. For the items, the
respondent was asked:

“When you invested in [company X]’s stock, on what basis
did you make the investment decision?”

Two scale items were obtained in response. For the first
item, the respondent was asked to rate his answer to the above
question on the following, 7-point scale, anchored by:

0 = “I purchased [company X]’s stock because considering
all the investment opportunities I was aware of, I expected to
obtain the absolutely best possible financial returns relative
to risk from [company X]’s stock.”

6 = “I purchased [company X]’s stock simply because I
liked [company X] as a company.”

For the second item, the respondent was asked to further
rate his answer to the above question on similar, 7-point scale:

0 = “I purchased [company X]’s stock because considering
all the investment opportunities I was aware of, I expected to
obtain the absolutely best possible financial returns relative
to risk from [company X]’s stock.”

6 = “I purchased [company X]’s stock because I had a
positive attitude towards [company X].”

A subject’s responses to the above two items were treated
as a two-item reflective scale for AFFECT-BASED EXTRA
INVESTMENT MOTIVATION. As such, the scale achieved
good reliability, with alpha score of .88, average variance
extracted (AVE) of .89 and composite reliability of .94.

Concerning the determinant constructs, we measured the
predictor variable POSITIVE ATTITUDE TOWARDS THE
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COMPANY with areflective two-item scale. The respondent
was asked:

1. “Whatkind of attitude did you have towards [company
X]?” (anchored by —3 = “very negative”, +3 = “very
positive”)

2. “Did you like the products of [company X]?” (an-
chored by —3 = “didn’t like at all”, +-3 = “liked very
much”)

The reliability of this scale was good, as well, the alpha
score being .81 (AVE .84; composite reliability .92). Note
that the two items involved in this scale were also used in
screening away from the total sample those individuals who
had not exhibited positive affect towards the company in the
stock of which they had invested. Specifically, the screening
was done by removing from the analysis those respondents,
the sum value of whose responses on the two items was zero
or less. This was because the neutral point (between negative
and positive affect) on both scales was zero.

Note also that even if the fist predictor variable POSI-
TIVE ATTITUDE TOWARDS THE COMPANY and the de-
pendent variable AFFECT-BASED EXTRA INVESTMENT
MOTIVATION may, at the first glance, seem to measure es-
sentially the same thing, they actually measure substantially
different things in theoretical terms, as demanded by our
hypotheses. The predictor variable measures the degree of
the investor’s (positive) affect/attitude towards the company,
while the dependent variable measures the degree to which
positive affect/attitude towards the company (whatever its de-
gree) has acted as a motivation or reason to the individual’s
investment decision as opposed to financial returns consid-
erations. Thus, even if the investor had extremely positive
affect/attitude towards the company, he may have had null
affect-based motivation as a reason to his investment deci-
sion, while making the decision purely based on financial
returns considerations—this is actually what traditionally fi-
nance research would predict. Also, it might be possible that
investors’ investments are motivated by affect towards the
company to a totally random degree and therefore indepen-
dent of the degree of their affect towards the company. In
this case, positive affect might have acted as a somewhat
strong motivator of an investor’s investment decision even if
he had only a minimal degree of positive affect towards the
company. Nevertheless, our hypotheses propose expressly
that the degree to which positive affect/attitude towards the
company acts as a motivation or reason to the individual’s
investment decision (as opposed to financial returns consid-
erations) is dependent on and correlates with the degree of
that affect/attitude. To this end, our measurement variables
are feasible.

AFFECTIVE SELF-AFFINITY FOR THE COMPANY,
in turn, was measured with a single indicator that can be as-
sumed to closely match the theoretical construct. Specifically,

we followed Aspara et al.’s [2008] suggestion that affective
self-affinity might be measured with a verbal “identity
overlap” measure. Thus, we measured the perceived overall
overlap between one’s self-concept and the image of the
company, adapting a question used by Bergami and Bagozzi
[2000]. The question was: “How well did [company X] reflect
the kind of person you are?” The responses were recorded
on a 7-point bipolar scale anchored by O (not at all) and 6
(very well).

Finally, the control variable FAMILIARITY WITH THE
COMPANY was measured with a two-item reflective scale.
For the two items, the respondent was asked:

1. “How well do you think you knew [company X] as a
company?”’

2. “How well do you think you knew the products of
[company X]?”

The responses to both questions were recorded on seven-
point scales, anchored by not at all and very well. The reli-
ability of this scale was not very high, yet satisfactory for a
control variable: the alpha score was .63 (AVE .70; composite
reliability .82).

In general, the reliability of the reflective scales is satis-
factory, as indicated by the fairly high alpha scores, AVEs
and composite reliabilities. Moreover, multicollinearity be-
tween the constructs is not an issue: all correlations among
latent predictor variables are less than or equal to .50 (see
Table 1). Importantly, the discriminant validity of the de-
terminant constructs is supported by the not-too-high cor-
relations between the constructs: the correlation between
POSITIVE ATTITUDE TOWARDS THE COMPANY and
AFFECTIVE SELF-AFFINITY FOR THE COMPANY was
.36; the correlation between POSITIVE ATTITUDE TO-
WARDS THE COMPANY and FAMILIARITY WITH THE
COMPANY was .44; and the correlation between AFFEC-
TIVE SELF-AFFINITY FOR THE COMPANY and FA-
MILIARITY WITH THE COMPANY was .32.

TABLE 1
Correlations Between the Studied Variables
Variables 1 2 3 4
1. Attitude towards the company (0.81)

2. Affective self-affinity (ASA) for the 036 N/A
company
3. Familiarity with the company 044 032 (0.63)
4. Extra/affective investment motivation  0.52  0.36  0.39 (0.88)

Note. Cronbach’s alphas appear on the diagonal for multiple-item mea-
sures.



20: 08 15 June 2011

[ Aspara, Jaakko] At:

Downl oaded By:

a0

25

20

% of respondents
o

0 =*1 purchased [company X]'s stock because considering all the investment
opportunities | was aware of, | expected to obtain the absolutely best possible
financial returns relative to risk from [company X]'s stock.”

6 =*I purchased [company X]'s stock simply because I liked the company.”

FIGURE 1  Frequency distribution of the responses to the dependent vari-
able (AFFECT-BASED EXTRA INVESTMENT MOTIVATION).

RESULTS

Descriptive Statistics

The first step in the analysis was to screen away from the total
sample those individuals who had not exhibited positive af-
fect towards the company in which they had invested. Merely
21, or 4.9%, of 426 respondents with nonmissing values on
the affect variable (POSITIVE ATTITUDE TOWARDS THE
COMPANY) in fact reported having had nonpositive affect
towards the company at the time of the investment decision.
Even if some respondents may in retrospection exaggerate
the positivity of their affect towards the company due to
postdecision commitment to their investment (Bem [1972]),
the low proportion of respondents who indicated nonpositive
affects towards a company in which they invested provides
“litmus test” kind of support for the notion that (positive)
affect contributes to investment decisions.

Further descriptive statistics, relevant to our hypotheses,
pertain to the scale items of the dependent variable AFFECT-
BASED EXTRA INVESTMENT MOTIVATION. In con-
trast to the “benchmark” notion of traditional finance, that
is, that only financial returns and risks matter, our hypothe-
ses presume that individuals may have extra, affect-based
motivation to invest in a company’s stock beyond its ex-
pected financial returns/risk. Examining the distribution of
values on the two dependent variable scale items, our pre-
sumption receives support. Figure 1 presents the frequency
distribution of the answers to the first response item by those
respondents who reported having had at least some positive
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TABLE 2
Impacts of the Predictor Constructs on the
Dependent Variable affect-based extra investment

motivation
Path t-

Effect of coeff.  value
Main predictors

Attitude towards the company 0,455 4,46

Affective self-affinity for the company 0,141 1,79*
Controls

Familiarity with the company 0211 2,88*

Sex 0,014 0,46

Age —0,025 0, 81

Monthly income —0,013 0,42

University education —0,081 1,89*

Number of stocks owned —0,050 1,42

Large investor 0,061 1,50

Monthly tracker 0,162 1,48

Weekly tracker 0,166 1,23

Daily tracker 0,143 1,09
Company dummy controls

Investee company F 0,832 2, 15*

Investee company A 0,306 0,98

Investee company N 0,400 1,41

Company dummy moderators
Attitude towards the company X Investee company —0,548 1,47

F

Attitude towards the company X Investee company 0,002 0,01
A

Attitude towards the company X Investee company —0,127 0, 56
N

Affective self-affinity for the company X Investee 0,121 1,36
company F

Affective self-affinity for the company X Investee 0,071 0,98
company A

Affective self-affinity for the company X Investee 0,062 0,94
company N

Familiarity with the company X Investee company —0,205 1,01
F

Familiarity with the company X Investee company —0,314 1, 74*
A

Familiarity with the company X Investee company —0,176  1,71*
N

Note.*p < .05 (one-sided).

**p < .01 (one-sided).

*#*p < .001 (one-sided).

Notes: The t-values were calculated through a bootstrapping routine
with 404 cases and 500 samples.

affect towards the company at the time of investment. As
shown by the figure, only 4.3% of the investors responded
according to the leftmost benchmark value, indicating that
they had only a financial motivation to invest in the stock and
no affect-based motivation at all. The rest, 95.7%, indicated
more or less strong affect-based motivation to invest in the
company’s stock, beyond its expected financial returns/risk.
The frequency distribution of the other response item of the
dependent variable scale was highly similar to that of the first
one.
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Positive attitude
towards company X

Affective self-affinity
for company X

Familiarity with
company X

Note. Significant paths noted in the figure.
*p<.05

**p <.01

**%p <.001

n.s.=not significant

dra/affective motivation
to invest in company X's
stock (beyond expected
financial returns)
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FIGURE 2 Results: Predictors of affect-based motivation to invest in a company’s stock.

Tests of Hypotheses

Correlations between the main variables are listed in Table
1. The main results—the path coefficients and t-values of
the calculated PLS model—are listed in Table 2. Figure 2
presents the final model in a simplified form, with signifi-
cant paths noted. The model explains 39.3% of AFFECT-
BASED EXTRA INVESTMENT MOTIVATION. In the
calculated model, both of the predictor variables, POSI-
TIVE ATTITUDE TOWARDS THE COMPANY and AF-
FECTIVE SELF-AFFINITY FOR THE COMPANY, have
significant (p < .05), direct effects on the dependent vari-
able, in support of our hypotheses. In addition, all significant
parameters are in the proposed directions, providing general
support for our hypotheses.

With regard to POSITIVE ATTITUDE TOWARDS THE
COMPANY, we find a significant positive correlation be-
tween this predictor variable and the dependent variable

AFFECT-BASED EXTRA INVESTMENT MOTIVATION
(path coefficient = .46; ¢ statistic = 4.46; p < .001). This
suggests, in support of hypothesis H1, that the more pos-
itive an individual’s attitude or affect towards a company,
the stronger is his extra, affect-based motivation to invest
in the company’s stock, beyond its financial returns. Never-
theless, we find also that the other affective construct, pre-
dictor variable AFFECTIVE SELF-AFFINITY FOR THE
COMPANY, is positively and significantly correlated with
AFFECT-BASED EXTRA INVESTMENT MOTIVATION
(path coefficient = .14; ¢ statistic = 1.79; p < .05). This
suggests, as we propose in hypothesis H2, that an increase in
affective self-affinity for a company further increases individ-
uals’ extra affect-based motivation to invest in the company’s
stock, beyond its financial returns.

Moreover, also the main control variable, FAMILIAR-
ITY WITH THE COMPANY, is found to have a positive
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correlation with AFFECT-BASED EXTRA INVESTMENT
MOTIVATION (path coefficient = .21; ¢ statistic = 2.88; p
< .01). However, the inclusion of this control variable does
not render the coefficients of the main predictor variables
insignificant, which are as reported above. This being the
case, it seems to be established that whilst familiarity with
a company may be one source of affect-related motivation
to invest in a company’s stock (Frieder and Subrahmanyam
[2005]), even beyond its expected financial returns, positive
attitude and affective self-affinity are distinct and together
much greater sources of such extra motivation.

Examining the control variables pertaining to investors’
personal characteristics, we do not find significant effects on
AFFECT-BASED EXTRA INVESTMENT MOTIVATION
by either investors’ personal demographics or their charac-
teristics as investors. The only exception is the personal de-
mographic factor of education, whereby an academic degree
(UNIVERSITY EDUCATION) has a significant path with
negative coefficient to the dependent variable (path coeffi-
cient = —.08; ¢ statistic = 1.89; p < .05). This hints that hav-
ing university education decreases individuals’ affect-based,
extra motivations to invest in company stocks, beyond the
expected financial returns of the stocks. The reason behind
this finding might be that university education provides in-
dividuals with increased abilities to think and make deci-
sions in a cool and analytical way, something which gets
reflected in their investment decisions, too, in the form of
decreased influence by affect-based motivations. However,
note that an alternative reason for the finding may be that
rather than altering one’s actual investment decision-making
abilities, university education strengthens one’s tendency to
give over-rationalized accounts of one’s decisions ex post,
after the decisions. The existence such a pattern might in-
deed explain the found effect between the variables—which
were, after all, based on retrospective self-reports.

The general lack of significant effects by the personal
characteristics is an interesting finding. For instance, the lack
of effect by the investor’s income and self-perceived size
(MONTHLY INCOME, SMALL VS LARGE INVESTOR,)
suggests that both small and large investors will rather simi-
larly have affect-based extra motivations to invest in and se-
lect certain stocks. The lack of effects by investment activity
(NUMBER OF STOCKS OWNED; MONTHLY TRACK-
ING, WEEKLY TRACKING, DAILY TRACKING), in turn,
suggests that both active and passive investors may similarly
have affect-based stock investment motivations, whenever
they happen to invest in company stocks. Furthermore, the
strength of the affect-based motivations do not seem to de-
pend on the investor’s sex or age.

Finally, examining the company dummy variables, we find
certain moderating company effects especially on the rela-
tionship between FAMILIARITY WITH THE COMPANY
and the dependent variable AFFECT-BASED EXTRA IN-
VESTMENT MOTIVATION. This suggests that there are
likely to be certain company- and/or industry-specific fac-
tors unidentified in our model that strengthen or weaken the

MOTIVATIONS TO INVEST IN STOCKS 85

impact of the control variable on individuals’ affect-based
motivations to invest in those companies’ stocks.

DISCUSSION

Contributions to Research

While researchers’ interest in the role that company affect
plays in investment decisions has grown considerably (e.g.,
Aspara and Tikkanen [2010b], Frieder and Subrahmanyam
[2005], MacGregor et al. [2000], Schoenbachler, Gordon and
Aurand [2004], Statman, Fisher and Anginer [2008]), there
have been no empirical studies that would examine the spe-
cific question whether one’s affect towards a company elicits
motivation to invest in the company’s stock over and be-
yond the expected financial returns and risk of the stock.
The contribution of our research is, hence, to provide em-
pirical evidence of whether an individual’s affect towards
a company provides him extra motivation to invest in the
company’s stock, beyond financial return expectations.

Specifically, we found that most individuals that partici-
pated in our study and had recently invested in certain com-
panies’ stocks had had certain degree of affect-based, extra
motivation to invest in those stocks beyond the expected fi-
nancial returns. As an explanation to the extra investment
motivation beyond the expected financial returns, we found
that the more positive the attitude that individuals had towards
a company, the stronger was their extra motivation to invest
in its stock beyond its expected financial returns. This finding
implies that the influence of company affect on investment
decision making goes beyond the alleviating influence that
affect (heuristic) has on information-processing challenges
(MacGregor et al. [2000], Slovic et al. [2007]). The finding
suggests that investors may use company affect as a shortcut
for selecting a certain stock over others, when facing the in-
herent difficulties in estimating the exact financial return-risk
profiles of alternative stocks. The finding also suggests that
company affect can also lead the investor to be prepared to
give up on the motivation to pursue a stock that has the abso-
lutely optimum expected return-risk profile, that is, partially
substitute motivation to invest in a likeable company for the
financial returns motivation.

Moreover, we found that an additional affective relation-
ship that one may have to a company, that is, affective self-
affinity, further explained one’s extra motivation to invest in a
stock beyond its financial returns. This finding suggests that
while a simple affect or attitude towards a company explains
much of investors’ extra motivation to invest in the company
stock, the motivation can be further explained with the de-
gree to which the investors feel companies to be congruent
with their self-concepts or identities. Specifically, the higher
the perceived congruency of a company with one’s identity,
the stronger affect-based extra motivation one is likely to
have to invest in the company’s stock, beyond its financial
returns. This finding is consistent with the suggestions in
earlier literature that individuals may obtain self-expressive,
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emotional benefits from investing in certain stocks (e.g., As-
para and Tikkanen [2008, 2010a, 2010b, forthcoming], Beal,
Goyen and Phillips [2005], Fama and French [2007], Stat-
man [2004]). The finding also constitutes support for the
propositions by Aspara et al. [2008] concerning the effects
of affective self-affinity on one’s investment behavior.

In general, the effects found add to the general criticism of
the traditional finance utility functions that only incorporate
financial risk and return to explain investor behavior and that
ignore the multiplicity of human needs and the heterogene-
ity between individuals in satisfying these needs (Fisher and
Statman [1997], Hoffmann, [2007]). Our results constitute
support for the argument that most investors have prefer-
ences that go beyond expected financial returns and risk. The
results also show that investors will exhibit affect-based in-
vestment motivations somewhat regardless of personal char-
acteristics such as sex, age, income and investment activity.
As an exception, the results suggest that university education
may weaken the affect-based investment motivations; how-
ever, this finding might also be due to the stronger tendency
of highly educated people towards giving postrationalized
accounts of their prior behavior and decisions.

Limitations

There are certain limitations in the present study. While the
study has the methodological advantage of inquiring individ-
uals about real investment decisions that they had recently
made, the data are susceptible to some biases arising from
self-reporting as well as retrospection. Specifically, the re-
spondents might have engaged in some (self-)impression
management in reflecting the motivations for their invest-
ments; also, they might not have remembered correctly their
investments motivations. However, we can assume that the
bias from image management efforts should result rather in
understating the role of affect-based motivations than in over-
stating them (relative to the rational financial returns-related
motivations) due to individuals’ natural tendency to ratio-
nalize their behavior afterwards. This gives us confidence in
the fact that the affect-based investment motivations indeed
exist and may even be conservatively understated in our re-
sults. The memory problems should not be a serious concern,
either, since relatively little time had passed since the invest-
ment decision (less than one and half years) at the time of
inquiry.

In any case, much further research is needed in the area.
Replicating our study with different companies from different
industries, as well as being listed and having stockholders in
different countries, will be a necessary next step for further
research. Moreover, further research would ideally attempt to
gather the data at the time of the investment decision, when
subjects buy stocks through, for example, an Internet stock
trading service. This would help to avoid potential biases
inherent in retrospective methods.

Whereas the present study examined individuals’ deci-
sions to buy stocks, decisions to sell stocks also should be

explored in further research, since the dynamics of the sell
decision might be different to those of the buy decision (Kah-
neman and Tversky [1979], Shefrin and Statman [1985]).
Moreover, the effects of the predictor constructs in the present
study should be studied relative to different framings of
the investment decision making. For instance, the effects
may differ depending on whether the investment decision is
framed as a choice between buying two (or more) stocks or
whether it is framed as an opportunity to buy one stock, con-
sidered alone (as in the present study) (Clark-Murphy and
Soutar [2004], Jones, Frisch, Yurak and Kim [1998]).

Note also that the present study did not address the influ-
ence of an individual’s negative affect towards a company on
his decisions to buy/hold the company’s stock. It is possible
that the effects of negative company affect are simply inverse
to those of positive affect. Nevertheless, this is not necessar-
ily the case and the hypotheses concerning the influences of
an individual’s negative affective evaluations should be fur-
ther grounded on theory and empirically tested. Furthermore,
it should be noted that our propositions are meant to hold
particularly for individuals that engage in non-professional
stock investing—as opposed to institutional investors or pro-
fessional individual investors—because the behavior non-
professional individual investors has been suggested to de-
viate most from the rationality assumptions of traditional
finance theory (e.g., Grinblatt and Keloharju [2000, 2001],
Lee, Shleifer and Thaler [1991], Odean [1998], Poteshman
and Serbin [2003], Wirneryd [2001]). Accordingly, the role
of company affect in the decision making of professional in-
dividual investors and individuals who represent institutional
investors (as fund managers) might be investigated as an ad-
ditional, new stream of research. Finally, further research
could employ alternative consumer research-informed meth-
ods in studying the affect-based investment motivations. The
alternative methods could range from laboratory experiments
to analyses of extensive field study data.
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NOTE

1. Throughout this article, we will only use the personal
pronoun “he” (or “his” or “him”) when referring to
individuals. We do this purely for the sake of readabil-
ity, to avoid complex expressions such as “he/she”” and
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“his/her.” The use of “he” does not in any way suggest
that the arguments would merely apply to males or that
the arguments would be contingent on the gender of
the individual.
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APPENDIX A: PERSONAL CHARACTERISTICS OF THE INVESTORS PARTICIPATING IN THE STUDY

overall company A company B company C company D

sample investors investors investors investors chi square p value
Gender 5.339 .149

e female 23.0% 28.6% 14.3% 25.6% 21.4%

e male 77.0% 71.4% 85.7% 74.4% 78.6%
Age 24.082 .020

e below 15 0.5% 9% .0% .0% 9%

e 15-25 3.4% 1.9% 4.3% 5.8% 2.6%

e 26-40 23.8% 29.3% 24.3% 30.2% 13.8%

e 41-60 46.0% 37.7% 52.9% 48.8% 47.4%

e over 60 26.2% 30.2% 18.6% 15.1% 35.3%
Marital status 15.898 .196

e married 64.4% 67.9% 67.1% 55.8% 65.8%

e living w/partner 16.1% 14.2% 11.4% 26.7% 12.8%

e single 12.4% 12.3% 14.3% 10.5% 12.8%

e divorced 4.8% 1.9% 4.3% 4.7% 7.7%

e other 2.4% 3.8% 2.9% 2.3% 0.9%
Education (highest) 20.895 .052

e middle school 8.3% 8.6% 7.1% 7.0% 9.7%

e high school 5.1% 8.6% 4.3% 3.5% 3.5%

e vocational school 12.3% 10.5% 7.1% 17.4% 13.2%

e college/bachelor 27.7% 21.9% 20.0% 38.4% 29.8%

e university/master 46.7% 50.5% 61.4% 33.7% 43.9%
Monthly income 26.238 .002

e below 2000€ 14.2% 18.3% 5.8% 16.1% 14.0%

e 2000-3999€ 50.0% 43.4% 39.1% 60.9% 54.4%

e 4000-5999€ 20.9% 23.1% 26.1% 17.2% 18.4%

e over 6000€ 15.0% 15.4% 29.0% 5.8% 13.2%
Total number of stocks owned 35.111 <.0001

e 1-2 stocks 4.8% 1.0% 1.5% 12.6% 4.3%

e 3-5 stocks 25.9% 20.0% 23.2% 35.6% 25.6%

e 6-10 stocks 37.8% 42.9% 29.0% 34.5% 41.0%

e over 10 stocks 31.5% 36.2% 46.4% 17.2% 29.1%
Stock following activity 7.849 .549

o daily 39.4% 36.8% 40.0% 48.8% 34.5%

o weekly 44.4% 47.2% 38.6% 39.5% 49.1%

e monthly 12.7% 12.3% 15.7% 10.5% 12.9%

e yearly or less 3.4% 3.8% 5.7% 1.2% 3.5%
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APPENDIX B: CONTROL MEASURES PERTAINING TO INVESTORS’ PERSONAL CHARACTERISTICS

Variable Measurement/question Coding Scale type
SEX “Sex?” “female” — 0 Dummy/ binary
“male” — 1
AGE “What is your age?” “below 157 — 0 Interval
“16-25" — 16
“26-40” — 26
“41-60” — 41
“over 60” — 60
MONTHLY INCOME “What is your monthly income before taxes?” “below 2000€” — 0 Interval
“2000-3999€” — 2
“4000-5999€”— 4
“over 6000€”— 6
UNIVERSITY EDUCATION  “What is your educational background?” (Check.)  if “university” checked — UNIVERSITY Dummy/ binary
o“middle school” EDUCATION = 1
o“high school”
e“vocational school”
e“college”
e“university”
NUMBER OF STOCKS “How many different company stocks do you “1-2" — 1 Interval
OWNED own?” “3-57 =3
“6-10" — 6
“over 10" — 10
SMALL VS. LARGE “What kind of investor do you consider yourself to if “small investor” checked - SMALL VS.  Dummy/ binary

INVESTOR

MONTHLY TRACKER,
WEEKLY TRACKER,
DAILY TRACKER

be? (Check one.)

o“small investor”

o“medium-sized investor”

e“large investor”

“How often do you follow the development of
your stock investments?” (Check one.)

o““daily”

o“weekly”

o“monthly”

o“yearly or less seldom”

LARGE INVESTOR =1

if “monthly” checked -~ MONTHLY
TRACKER = 1;

if “weekly” checked —

WEEKLY TRACKER = 1;

if “daily” checked —

DAILY TRACKER = 1

3 dummy variables
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