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Abstract

This paper examines the association between personality traits and household debt. For personality traits, I use the
big five inventory, that includes five factors: extraversion, openness to experience, conscientiousness, neuroticism,
and agreeableness. Household debt is considered under two categories, that are mortgage debt and non-mortgage
debt. [ use the data from the Survey of Health, Ageing and Retirement in Europe, and my dataset consists of older
people, who are aged 50 or above, from 12 European countries. I use probit and tobit regressions to analyze how
these big five personality traits affects mortgage and non-mortgage debt. Empirical results show that, among all
five traits, the only one influencing mortgage debt holding is extraversion. It is found that extravert people are
more likely to have mortgage debt and they have higher conditional amounts of such debt. For non-mortgage debt,
conscientiousness is the only trait having significant effects. It is presented that conscientious people have lower
probability of holding non-mortgage debt and smaller amount of debt.
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KiSiLiK OZELLIiKLERiI VE HANEHALKI BORCU ARASINDAKI ILiSKi
Ozet

Bu caligma kisilik 6zellikleri ile hanehalk: borcu arasindaki iligkiyi incelemektedir. Burada, kisilik 6zellikleri i¢in
bes faktor igeren bes biiyiik kisilik envanteri kullanilmistir; bunlar disadoniikliik, deneyime agiklik, sorumluluk,
nevrotizm ve uyumluluktur. Hanehalki borcu ise mortgage (ipotekli konut kredisi) borcu ve mortgage-dist borg
olarak iki kategoride degerlendirilmistir. Bu ¢alisamada, Survey of Health, Ageing and Retirement in Europe adli
anketten elde edilen verileri kullanilmis olup analizde yararlanilan veri seti 12 Avrupa iilkesinden 50 yas ve lizeri
insanlardan olugmaktadir. Bu bes biiyiik kisilik 6zelliginin mortgage ve mortgage-dist borglari nasil etkiledigini
analiz etmek igin probit ve tobit regresyonlarini kullanilmigtir. Ampirik sonuglar, bes 6zellikten mortgage borcunu
etkileyen tek faktoriin digadoniiklik oldugunu gostermektedir. Disadoniik kisilerin mortgage borcuna sahip olma
olasiliklarinin daha yiiksek oldugu ve bu tiir borca sahip olanlar arasinda disadoniik kisilerin daha biiytik miktarda
borglar1 oldugu bulunmustur. Mortgage-dis1 borg icin ise sorumluluk anlamli etkisi olan tek faktordiir. Sorumlu
kisilerin mortgage-dist borcu olma olasiliklarinin daha diisiik; ayrica, bor¢ miktarlarinin da daha az oldugu ortaya
konulmustur.

Anahtar Kelimeler: Kisilik Ozellikleri, Biiyiik Besli, Bes Faktor Kisilik Kurami, Hanehalk: Borcu.

Introduction

The importance of personality traits in the economic and financial decisions of people has been
realized in recent years. Many studies have been conducted to investigate the impacts of the
personality traits on different decisions such as buying (Mowen, 2000; Youn and Faber, 2000),
saving (Nyhus and Webley, 2001; Asebedo et al., 2019), risk tolerance (Nga and Ken Yien,
2013), investment intentions (Mayfield et al., 2008); financial outcomes (Brown and Taylor,
2014; Exley, 2022), net wand delinquency (Chhatwani, 2022).

In this paper, I examine the relationship between personality traits and household debt. In my
analysis, I use “the big five” inventory for personality traits which consists of five factors:
extraversion, agreeableness, conscientiousness, openness to experience, and neuroticism. This
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is one of the most common taxonomies of personality traits used by many researchers. Besides,
I consider household debt in two categories: mortgage debt and non-mortgage debt.

1. Data and Methodology

I utilize the data from the Survey of Health, Ageing and Retirement in Europe (SHARE). It is
a panel data including nine waves so far, and my dataset is taken from its Wave-7 (2017-2018)
of this survey. It has collected data from individuals who are 50 years old or older, and from
different European countries.

When examining the association between personality traits and household debt, I use probit and
tobit regressions. With these regressions, I analyze how each of the five personality traits affects
mortgage debt and non-mortgage debt. I include a large number of control variables into my
regressions such as age, marital status, number of children, work status, education level, and
health condition. Country dummies are also included.

2. Empirical Results

The results of my analysis present that personality traits are important for household debt, and
the effects of traits differs with the types of debt. Table 1 shows the results for mortgage debt
and Table 2 shows for non-mortgage debt.

It is presented in Table 1 that, among all five personality traits, the only one which influences
mortgage debt is “extraversion”. It implies that extravert people have a higher probability of
having mortgage debt compared to introvert people, and if there is mortgage debt, extravert
ones have greater amounts of debt.

Table 1: Effects of Personality Traits on Mortgage Debt

Probit Tobit
Extraversion 0.006 *** 0.081 ***
Agreeableness -0.002 -0.022
Conscientiousness -0.002 -0.032
Neuroticism 0.001 0.011
Openness to Experience 0.001 0.025

Note: This regression includes control variables which are age, gender, marital status, number
of children, number of grandchildren, education, work status, health status, numeracy, income,
real wealth, financial wealth, and country dummies. Marginal effects are presented.

Table 2: Effects of Personality Traits on Non-Mortgage Debt

Probit Tobit
Extraversion -0.003 -0.037
Agreeableness -0.000 -0.004
Conscientiousness -0.009 *** -0.110 ***
Neuroticism 0.001 0.013
Openness to Experience 0.004 0.040

Note: This regression includes control variables which are age, gender, marital status, number
of children, number of grandchildren, education, work status, health status, numeracy, income,
real wealth, financial wealth, and country dummies. Marginal effects are presented.

Table 2 present that, for non-mortgage debt (which consists of credit card debts, overdue bills,
bank loans, etc.), conscientiousness is the only trait having significant effects; moreover, these
effects are negative. This finding indicate that conscientious people are less likely to have non-
mortgage debt, and when they have such debt, these people have smaller amounts relative to
the others.
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