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INTRODUCTION

Personal investment strategy creation is one of the most important personal finance
topics discussed over the past years. It is the highest important decision in one's life to choose
the right option to invest the available funds to increase wealth. The right decision might lead
to future prosperity, financial safety, and broader opportunities. If the personal investment strat-
egy has been created wisely, the investor would be able to get the benefits of high stable returns
in the future, increasing his/her income without putting in additional work or effort. Besides,
investment processes positively impact economic growth; thus, it is essential not only for the
investor but also for the country's economic well-being that the money has been invested.

According to many authors (Tengler, 2014; Robin, Dominguez, & Tilford, 2018; Lev-
ine, 2019; Itkin, 2014), women tend to have less knowledge about finances in general and par-
ticularly investment processes; hence, it leads to their lack of interest into investment processes
and the possibility of poor money management. This issue might be solved by researching why
it appears first and suggesting how females could be motivated to invest more actively. This
Master thesis aims to find out the answers to these questions, provide the conclusions, and
suggest how to solve this issue.

Thesis topicality. The investing of the funds to gain additional earnings is a significant
way to increase one's wealth. However, the available statistics distinguish a couple of interest-
ing facts about the investing processes and some of them being that residents of the well-devel-
oped and economically more robust countries tend to choose to invest as wealth accumulation
more often, males being more active investors than females, the financial education level having
the major impact regarding choices of investing and the age tendency to correlate with risk
perception directly. Since social inequality is one of the critical issues in today's world that
needs to be solved and the personal investment topic is vital, this paperwork aims to research,
analyze, evaluate, and answer the main questions observed above. To compare two countries
with different investing levels and based on personal research and observations for this paper-
work, Australia and Lithuania has been selected, and Australia's female investing example
would be used as the good practice method.

Thesis problem. The major problem is that personal investing in Lithuania is over-
looked. People tend to save rather than invest; in general, women tend to invest less than men;
however, they live longer based on statistical numbers. Additionally, the financial education

topic needs to be researched and evaluated to understand whether this is why the low level of



investing or is it related to the investment options accessibility or spare funds availability among
residents.

Thesis goal. This paperwork's main goals were to use Australia's case as a good prac-
tice example and research the main differences between Lithuanians and Australians investing
peculiarities with the main emphasis placed on female personal investing strategies. Also, to
analyze the main traits of Lithuania's female investors' choices and requirements among non-
investors to encourage them to choose this way of wealth accumulation in the future.

To determine the main age groups of women investors and, based on them, to construct
the potential investment portfolios.

Thesis Tasks:

1. To analyze current investors' profile in Australia and Lithuania and distinguish
the main differences between all investors and after the evaluation of this data delve more pro-
found and research the distinction among genders regarding personal investment management.

2. To define personal investment strategies among women in Lithuania and Aus-
tralia, prepare the comparative analysis to include the financial literacy aspect and its possible
impact on the investment choices.

3. To prepare the proposal of preliminary personal investment strategy for each tar-
get group in Lithuania using the good practice method of Australian female's investment exam-
ples and investment strategies available in literature sources.

4. To form the portfolio for each target group in Lithuania based on Nasdaqg Baltics
best-performing investment instruments.

Research methods used: analysis of scientific literature, quantity research, question-
naire, secondary data analysis.

Portfolios' examples have been constructed based on female participants' needs, risk
averseness level, and goals represented by the questionnaire's responses. The target groups have
been established based on theory research and strategies available in literature sources, personal
investment strategy created considering each target group, investment performance analyzed,
and portfolios have been assembled using Modern Portfolio risk and return evaluation methods.

Limitations. There is no data on the personal investing topic available in Lithuania's

statistical department.



1. THEORETICAL ASPECTS OF PERSONAL INVESTMENT STRAT-
EGIES

1.1. Analysis of personal investment instrument options

Before choosing the right investment strategy, it is crucial to evaluate the current per-
sonal financial situation, set the goals, and create the investing plan (Tyson, 2019; Birtch, Au,
Chiang, & Hofman, 2018; Gerrans, Moulang, Feng, & Strydom, 2018). While choosing the
investment tool, it is essential to know what options are presented for selection in the financial
market and the most applicable to the investor. As an example, such financial institutions can
be taken as Nasdaq, Economic Watch, Westpac, and National Australia Bank summary of ex-
planations on the investment strategies choices (Nasdag, 2019; National Australian Bank Lim-
ited, 2018; Economy Watch, 2018; Westpac Banking Corporation, 2018). Based on these
sources, the development of the personal investment strategy must involve such steps as:

Specification of personal investment objective.

Set the timeframe.

Asset allocation, which involves diversification among asset classes that may pro-
tect the investments against underperformance in any asset class.

The decision of the investment that will be made.

A risk management plan in which identifying the risks for the chosen investment
strategy and how to mitigate those risks should be presented.

The information and assistance should be assessed; some of the tools available to
do this are: company research and stock recommendations, charting and technical analysis,
economic research, news services, watch lists and alerts, financial planners, or adviser's assis-
tance.

In the current economic situation, people are becoming investors and invest their
money to gain profit, get the additional income source, and secure their future. Every investor's
main aim is to increase the income and value of the returns while minimizing the risk of loss.
To achieve this goal, such authors as Swenson (2005) and Malkiel (2019) in their books stated
that it is vital to create an investment strategy that would be based on investor's goals, resources,
willingness to take risks, and the length of the growth objectives. The investment strategy is
like a systematic plan to allocate investable assets among different investment options; how-
ever, to choose the most acceptable personal investment strategy, the individual has to have the

additional amount of assets, preferably liquid funds, which would be dedicated to investing

10



purposes. In addition to this, the investable assets should be allocated among the investment
options considering the investor's tolerance level to the risk, the age, and the determination of
objectives, that the investor wishes to achieve. Consequently, to make the most para-mount
decision in investment strategy alternative, a thorough analysis of the investment options has
to be done, and the arguments for and against each of them have to be introduced.

Many authors share the same opinion that the most popular investment instruments
(Liem & Mclnerney, 2018; Huang, 2018; Lei, 2018). could be distinguished as:

Savings account.
Shares and stocks.
Bonds;
Investment funds.
Pension funds.
Real estate.

To further discuss the personal investment strategies, it is necessary to reveal the main
differences and single out the investment tools' primary specifics.

The savings account can be defined as: "the most basic kind of account in the bank or
credit union allowing you to deposit money, keep them safe and typically pays interest with the
relatively low-interest rate” (Bain, 2016). Also, to elaborate on the opinion that this author ex-
pressed, the savings account is dedicated to keeping one money safe and, in return, get paid an
additional amount on top of the interest earned. Hence, since the risk of this kind of investment
is low, the profit generally tends to be not that high as well. Additionally, it should be noticed
that not all countries have this kind of investment options available. As a result, there would be
no savings account or deposit with interest rates services accessible in some of the financial
bodies in specific countries. The savings account is used as both long- and short-term invest-
ment, to return small but guaranteed profit, shallow risk, possibility to invest at any time with
any amount of money.

Shares and stocks in various literature sources, articles and dictionaries are explained,
as "Stocks represent ownership or equity in a corporation. Stocks may or may not pay a divi-
dend. If a stock pays a dividend, it may change in an amount from time to time and it is not
guaranteed to continue. Like bonds, stocks may become worthless if a company fails. But unlike
bonds, if the company prospers, there is no theoretical limit to the increase in value, and no
redemption date. As owners of the corporation, stockholders are entitled to vote on the board
of directors and may influence the operation of the company." (Armstrong, 1996). Additionally,

Stayner explained in his book that the investment strategy should be built on the three main
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pillars. "The first pillar is a financial theory — how financial markets can be expected to behave;
the second is empirical evidence — how markets do behave, and the third is the investment
environment — the current condition of financial markets" (Stanyer & Dimson, 2014). The main
idea that the author presents is that the investment strategy must be prepared by researching,
understanding, and evaluating the financial markets and deciding where and whether to invest
based on the knowledge and understanding of stock market peculiarities. The share can be ex-
plained as a single unit of stock; however, they both often mean the same thing in a stock market
world. Investment in stocks is considered high risk, can be a long- or short-term investment,
offering ultimate flexibility and the possibility to withdraw the funds at any time investment
option. It is also known for the highest possible returns in the shortest time frame and could be
considered a most profitable investment; however, the high risk of possibility to lose the in-
vested funds must be not forgotten.

Bonds are one of the safest investment options, and in literature, the definition could
be found as follows: "A security represents the company's debt or government issuing it. When
a company or government issues a bond, it borrows money from the bondholders; it then uses
the money to invest in its operations. In exchange, the bondholder receives the principal amount
back on a maturity date stated in the indenture, which is the agreement governing a bond's
terms. Besides, the bondholder usually has the right to receive coupons or payments on the
bond's interest. A bond is tradable though some, such as savings bonds, are not. Treasury secu-
rities’ interest rates are considered a benchmark for interest rates on other debt in the United
States. The higher the interest rate on a bond is, the riskier is likely to be" (Lim, Leong, & Choi,
2014). Additionally, the other author of the book on this topic — Hogue (2016), described:
"bonds are critical to reaching your [investors] goals. No other investment provides the kind of
safety and security you will get from bond and few other investments provide the kind of cash
flow you will get from these fixed-income opportunities. <...> manage your bonds right and
<...>you'll get stable returns for decades and won't have to worry about constant crashes in
stock prices”. Bonds as an investment option are shallow risk can return fixed, variable, or
indexed interest rates, which usually is small, but the guaranteed amount, the investment time
can vary between one to ten years, and the investment amount usually starts from €100.

Investment funds are an indirect investment option where assets have been placed in a
securities collection and are managed by the professional investor. For instance, Pip-er (2018)
divides investment funds into mutual and index funds and introduces the description: "a mutual

fund is a collection of stocks, bonds, or other investments that have been chosen by a profes-
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sional investor (known as a fund manager). Most mutual funds are known as "actively man-
aged" funds because their fund managers are actively searching for investments that they be-
lieve will earn above-average returns. Index funds — are "passively man-aged" and designed to
simply mimic the performance of a given index. <...> indexes are indicators that represent the
value of a particular group of investors". In general, investment funds are a long-term invest-
ment option, which provides the possibility to earn a large profit, but with relatively high risk
and the significant probability of losing the financial contribution. Moreover, the investment
funds are less time-consuming than investment in the financial markets; on the other hand, they
are not as flexible as pulling out the profit as withdrawal of funds is not straightforward and
subject to fund's rules.

Pension funds are the type of funds that every employed and working person must
consider as an investment option and have minimal knowledge of how it functions. The pension
funds are formed with the finance collected from regular payments contributed by the working
individuals, which is invested to pay pensions to the people when they retire. "Pension fund
efficiency and investment returns are crucial for pensioners' welfare. Pension funds manage a
huge amount of capital, constituting a major part of worldwide institutional investments. Pen-
sions systems also have a significant impact on national economies, especially in countries
where the pension funds' asset value exceeds that of the national product™ (Bikker, 2018). The
pension funds can be a long-term investment with low returns and almost no risk.

Real estate investment could be defined as investing the assets into real estate with the
expectation to receive additional returns. (Dorkin & Turner, 2018) "It is also considered to be
long term investment that produced high possible, but not guaranteed returns, small risk, re-
quires quite high investment budget and is a passive income option™ (Turner, 2016). Even
though the most famous association with real estate investment is purchasing a house or a flat
and selling it for a higher price or making it the rental property and acquire the profit from the
lease, it is worth mentioning that this is not the only option to earn the profit than it comes to
real estate investment. The great prospect of gathering additional income could be created by
the decision to invest in land or commercial buildings (Walker & Walker, 2013).

It is significant to know the main peculiarities of the investment strategies before de-
ciding which investment tool to select. A Seetharaman, Niranjan, Patwa, and Kejriwal (2017)
mentioned in their article, the main difference between real investments and financial invest-
ments are: "Investment into the land, building, machinery, etc. i.e., tangible asset is termed as
a real investment vs investment in stocks and bond as a financial investment." The investment

options and their properties that have been previously discussed let the future investor select
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the best option. For instance, the individuals who prepare to lose more assets to have a possi-
bility to gain more and would like to achieve this in a short period would be considered to
choose the riskier investments. Furthermore, as such was described investments in stocks,
shares, and some investment funds; thus, the prediction could be made that to satisfy their fi-
nancial needs, these investors would prefer the mentioned investment options. Moreover, the
investors who would instead use safer personal investment strategies would lean towards the

"real investments" — tangible assets.
1.2.  Analysis of macroeconomic indicators

The main macroeconomics indicators that are essential to analyze for investors to eval-
uate countries' economies could be divided into future and past indexes. In literature sources
such as Yamarone's handbook on the economic indicators (Yamarone, 2017), past macroeco-
nomic statistics indicators have been stated to be:

« GDP

» The Consumer Price Index (CPI) and Inflation

 Currency strength and stability

 Labor market statistics, e.g., unemployment rate.

Also, future macroeconomic indicators are:

» The stock market and bond yields

» Housing and construction

* Production and manufacturing statistics

GDP has been used to measure the country's' market value of all the final goods and
services produced in a specific time period and includes four main components: personal con-
sumption, business investment, government spending, and net trade. The GDP growth rate re-
flects how quickly the country's economy is growing or shrinking (YYamarone, 2017). The eco-
nomic difference between selected countries is compared, or their growth is forecasted based
on GDP data. Investors are receiving the commonly consistent growth of GDP as a sign of a
stable economy; nonetheless, the rapid growth of this economic index is being met with criti-
cism; furthermore, negative GDP could mean that the country's economy will approach the
recession or economic downturn. Based on GDP indicator growth or decline, investors could
predict whether companies and businesses in a specific country will increase their earnings.
Hence, if stocks will rise or fall and based on this information, choose to invest in the selected

country's stock market.
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The Consumer Price Index (CPI) indicates the average change in prices over time that
consumers pay for a basket of goods and services and is the best statistic to measure inflation.
In general, inflation is used to measure a rise in price level relative to the available goods basket
and services selection. Over a period of time, it could result in a substantial and continuing drop
in purchasing power. The main effects of inflation are the decrease in the purchasing of currency
power due to increase in prices, and it increases spending and investment rather than saving,
hence, boosts the growth of the economy, also by measuring the inflation index and keeping it
at the most optimum level, Central Bank can stabilize the prices and maximize the employment
level. On the other hand, the general decline in prices and services are measured by deflation.
Inflation and deflation have a major impact on investment strategy and portfolio as if during
inflation the money buying power decreases the investor's holdings depreciate; on the contrary,
during deflation, the money buying power increases and it could be a positive aspect; however,
deflation might be associated with the economic and financial crisis. To hedge investments
from inflation, the professionals (Taghizadegan, Stoferle, Valek, & Blasnik, 2016) suggest in-
vesting in growth stocks, gold, and other commaodities. In contrast, in the case of deflation div-
idends paying stocks, bonds, and cash, attempting to protect investment portfolio from both of
these economic factors' portfolio diversification as the most common strategy is being used.

The currency strength index reflects the currency value, which economists use to cal-
culate the money's purchasing power; however, investors could use this indicator to analyze
overall economic performance, interest rates, or fundamental economy data (Donnelly, 2019).
Continuing Donnelly's (Donnelly, 2019) thought trail currency is getting stronger or weaker
based on its value compared with other countries' currency. The primary factors to influence
the currency's strength are interest rates, economic policy, and stability. Eco-nomic policies
such as growth monetary policy or fiscal disciplines implemented by the government would
strengthen the currency, and for example, government debt and higher inflation would weaken
it. Furthermore, National interest rates are one of the major currency strength and stability im-
pacting factors, and in general higher interest rates increase the value of countries currency.
Also, strong currency reflects the country's stable and well-established government and its pol-
icies. Hence, investors prefer to invest in countries with a strong currency, especially if it is a
currency exchange type of investment.

The other indicator that investors could use to evaluate the country's current economic
state is Labor market statistics. The main indicator is the unemployment rate that shows the

country's current economic situation (Yamarone, 2017).
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If the unemployment rate is low, the assumption could be made that the economic
situation is in great shape as well as there are jobs available and the population has spare assets
and money to use for investing purposes. To analyze the investor's profile in the selected coun-
try and reveal the possible capability to have funds for investing purposes, especially while
comparing the labor situation in different regions, minimum wage, average wage, and retire-
ment age should be considered.

The next economic indexes are future-oriented or called in various literature sources -
leading indicators (YYamarone, 2017; Taghizadegan, Stoferle, Valek, & Blasnik, 2016).

The first two indicators are stock market performance and bond yield, and they could
be used as the indexes that show tendencies of the country's economy based because changes
in stock or bond prices reflect investors' expectations for the forthcoming of the economy and
its prospective interest rates (Malkiel, 2019). Many other factors influence the share market as
well as bond yield so, itself solely, exchange market and bonds should not be taken as the single
source of truth taking into consideration the fact that stock market and bond yield products'
prices might be based on speculation or they can experience some bubbles as it happened before
the major economic crisis. However, analyzing the big picture, based on this indicator, the pre-
dictions could be made that the rise in the stock market would indicate investors' confidence in
the future of businesses in a particular country, which could lead to economic growth. On the
other hand, a decline in the share market could mean that investors are taking their money out
of shares and reinvesting it to safer options or saving for better times, which could lead to the
assumption that the economic downturn is being predicted. Regarding the bond yield perfor-
mance curve, it should be divided into short- and long-term bonds. Shorter-term bonds, partic-
ularly with maturities of up to two years, are directly impacted by central bank decisions as well
as investors' expectations for interest rate changes. In contrast, the performance of longer-term
bonds, it includes of longer than two years maturities, would be impacted by interest rate fluc-
tuation, additionally, also by such factors like economic growth and inflation, which could take
longer time to come into effect; hence, to be noticed and predicted.

The second indicator from the leading economic index group is housing and construc-
tion statistics in the country. The construction industry represents a significant part of a coun-
try's economy, directly affecting GDP through construction, maintenance, and renovation input.
In many countries, booming building and construction activities point to economic growth and
reflect economic development (Olga & Antonios, 2019). For the investor, this measurement
could assist in analyzing the statistics of the country's economy by providing critical insights

about the health of the broad economy since construction activity plays a key role in the overall
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economic performance; hence, if the construction and housing market are prosperous the coun-
try's economy ten to be growing.

The third aspect is production and manufacturing statistics, which also reflects the
economy's health as well as could be described as one of the quickest and easiest ways to get
the information and statistical data on this topic (Yamarone, 2017). This is under the connection
between production and manufacturing processes outcome and tendency to affect GDP indica-
tor positively. For instance, if the first index would generate positive results, it would be seen
as a sign of increased consumption and accordingly higher employment rates, the main eco-
nomic indicator, gross domestic product, would reflect these changes and as a part of the
scheme would show growth in the country's economy.

To summarize, all the main macroeconomics indicators that should be used to analyze
the country's economic situation could be broken down into two main groups - leading and
lagging. The indexes from the first group such as the Stock market and Bond yields, Housing
and Construction as well as Production and Manufacturing statistics indicators are dedicated to
forecasting the future economic state of the country, and the indexes from the second group -
GDP, The Consumer Price Index (CPI) and Inflation, Currency strength and stability and Labor
market statistics, to observe and evaluate the past performances and current economic situation.
The investors could all use these indicators to analyze and compare the economy's stability,
growth, and overall situation in different countries.

1.3. Importance of financial literacy in the personal finance area

Financial literacy leads to an understanding of how money is made, spent, and saved
and helps develop the skills and ability to use financial resources to make decisions. Addition-
ally, this financial knowledge helps people make the right decisions regarding money manage-
ment: taking a housing loan, ensuring life or property, saving for retirement, investing, etc.
(Swiecka, Grzesiuk, Korczak, & Wyszkowska-Kaniewska, 2019; Worthington, 2016). It is im-
portant to have as much information on this topic as possible to choose wisely and to be able to
manage personal finance in the right way.

Nowadays, in our complex and continuously developing world, it might be difficult to
comprehend the importance of financial literacy and its impact on one's financial decisions;
sometimes, lack of it is not highlighted enough; hence people are not aware of how they could
improve financial decision making. (Kaiser & Menkhoff, 2017; Lusardi & Mitchell, 2017) The
government's support and financial education plans could improve its citizens' financial literacy
states (Amoah, 2016; Sherraden & Ansong, 2016).
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Since this master's thesis is based on Lithuania's and Australia's finance market re-
search, these countries' financial education plans have been presented in figures 1 and 2. below.
The first graph presents Lithuania's financial literacy education improvement programs and ar-
eas that the special attention has to be concentrated on in 2017 to 2021. The second graph
represents Australian financial literacy education plans and important areas where improve-

ments are needed and were implemented in 2019.

The main goals of Public financial education plan of Lithuania (2017-2021)
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Source: prepared by author based on Bank of Lithuania (2017)

Fig. 1. Public financial education plan of Lithuania for 2017-2021




The main financial education goals presented by the Bank of Lithuania were concen-
trated on children education by financial literacy topics integration into formal and non-formal
education programs, adult education by encouraging to save and wisely use available financial
products and services, to increase understanding of tax-paying benefits and to track the and
evaluate the results after these strategies implementation. This could lead to the conclusion that
there is a need to improve the current financial literacy situation among adults and children in
Lithuania. The program has been created to concentrate on education processes regarding fi-
nancial products, services, and taxes.

As specified in the previous section, the Australian government has also created a pro-
gram to encourage financial education and provide easily accessible and equal opportunities to
obtain financial knowledge. Australian official bodies indicated three main goals of financial

literacy improvement among citizens' programs: supporting, informing, and educating.

Goals

\ 4

The focus areas

Educate
By promating lifelong
learning to assist Aus-
tralians to develop and
enhance their financial
capability throughout
their lives.

Strategies

Women engage with
their finances

A 4

Educate the next gener-
ation, particularly
through the formal edu-
cation system

Inform
By providing access to
relevant, impartial in-
formation and tools to
assist with financial de-
cision-making in vari-
0us contexts.

Young people make in-
formed decisions

Increase the use of free,
impartial information,
tools, and resources

Older Australians re-
ceive the support they
need

Support
By helping people bet-
ter understand their sit-
uation, assess their
choices, and avoid fi-
nancial pitfalls.

Provide quality targeted
guidance and support
Policy and program de-
velopment

Indigenous Australians
access appropriate fi-
nancial products and

services.

Strengthen co-ordina-
tion and effective part-
nerships and improve
research, measurement,
and evaluation.

Fig. 2. Public financial education plan of Australia for 2019

Source: prepared by author, based on Securities and Investments Commission (2018)
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The groups that were specified and the particular areas were women and their encour-
agement to more actively engage with their financial matters, young people having full infor-
mation disclosure to make financial decisions, indigenous residents having an ability to access
appropriate financial services and products, and older residents accessing all necessary support
and assistance in the finance field.

As it is noticeable from the scheme above, both countries have similar aims; however,
Australia has set the broader and more specific target groups: women, young people, older peo-
ple, and indigenous Australians. In comparison, Lithuania's focus is mainly divided between

the younger age community and the adults.

1.4. Differences between male and female investment decision-making pro-

cess

To look into the investment decision-making process more deeply, the differences be-
tween male and female investors could be studied as a part of the topic. Is it a known fact that
man tends to invest more often than women do, but it not necessarily makes them better inves-
tors? For years, the stereotype was that male investors are doing better than females; however,
many research types that have nowadays been done revealed that the only prediction that could
be made is that women and men tend to invest differently.

Gender differences in relation to investment processes were studied in much different
paperwork (Hussain, at al. 2015, Pilz 2018, Lee, at al. 2013), and, for example, based on Dick-
ason, Nel and Ferreira (2017) "<...>A thorough analysis of the data collected through struc-
tured interviews shows with total clarity and no degree of doubt that investors are not playing
the investment game scientifically. There is a high degree of behavioral influence in their in-
vestment decisions, which may lead to sub-optimum results, scientifically speaking. However,
it is interesting to note that investors are largely satisfied with the way things are. This seems
to suggest that investors are not machines and that they are content with their un-scientific fizzy
logic and emotional decisions, even though many of them are aware of their sub-optimum in-
vestment performance."

Based on these authors' research and conclusions, the first statement could be made
that people overall, despite their gender, are investing under the influence of their emotions and
behavioral biases. To add to this, both groups of investors, male, and female would invest based
on their emotional selection, whether it would be the risk aversion level, the mood, the wish to

get as high a return as possible or playing safe because you have to take care of the family.
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These authors' key idea is that the individual is not a machine, and logic and calculation-based
investing could not be considered a possibility; the emotions always come away.

It is a known fact that women and men are different in many ways, and there is no
exception for emotions. The literature research of prior studies that have noted the importance
of the major male and female behavioral diversity has been conducted and the results presented
for the broader situation explanation. The main differences that occurred where:

e Females in the context of participation in financial markets were perceived to, in
general, have lower levels of confidence than males.

e The key points that explained that the main differences in risk were:

e  First, there is a difference in the underlying attitude towards risk; males seem to
be willing to bear more risk than females.

e Secondly, the risk aptitude between genders might be influenced by economic
status.

e Thirdly; it is pointed out that females have a longer life expectancy than males.
Therefore, the probability of outliving a spouse exists; the latter seems to cause a hesitance to
accept financial risk.

e Finally, it is indicated that financial knowledge may be a contributing factor that
causes the willingness to assume risk to differ between males and females. Males tend to be
more confident and have greater knowledge regarding investments than females (Low, 2018;
Ohlund, 2017; Jaiswal & Kamil, 2012; Firestone, 2019).

The other research has been done, which is related mostly to the female investment
decision-making process, by Husain (Hussain, et al. 2015) and authors state in their article that
after the correlation analysis was done, the outcome was: "The research hypothesis proved that
financial risk level has positive impact on the women financial decision making, confident level
has a negative impact on the women financial decision making, Personality traits have positive
impact on the women financial decision making." Based on this analysis, the assumption could
be made that women lack confidence than it comes to investment; however, they tend to accept
the risk and women's' personality traits such as the ability to adverse uncertainty, research the
information, and be more careful and prepare more before investing and the combination of

these behavioral patterns could positively impact women's investment decisions.
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The main idea presented based on the theoretical gender differences research is that
males and females select their investments differently, which is due to various behavioral bi-
ases, emotions, and life factors. This master thesis will be concentrated on female investing
choices and the reasons behind them in two countries — Lithuania and Australia.

1.5. Theoretical aspects of the portfolio as personal investment formation

and management

The investment is spending your money or other resources to get beneficial financial
returns in the future. According to Chandra (Chandra, 2017), the two key aspects of investing
are time and risk. For example, in some investments, such as government bonds the time is the
dominant aspect; in others, such as stock options, the risk is the main attribute. Based on these
author's ideas, the assumption is that time and risk management are one of the major parts of
the investment process. Furthermore, it is important to manage the investments, and the practice
of financial investment management could be defined as the specialty area within finance deal-
ing with the management of individual or institutional funds. (Kim, Maurer, & Mitchell, 2013)
As the main aspects of the investments have already been presented, the questions arise natu-
rally: What are the key attributes of the financial management process? To sum up various
author's opinions (Fabozzi & Drake, 2009; Brown & Reilly, 2015; Reilly, Brown, & Leeds,
2019), the fundamental financial investment management aspects are

e setting investment objectives,

e establishing an investment policy,

e selecting an investment strategy,

e selecting the specific assets, and

e measuring and evaluating investment performance.

First and foremost, an attribute in financial investment management is to set the in-
vestment objectives; in other words, the investor needs to decide the key goal that he/she is
planning to achieve by investing. Without the aim, any actions lose their essence. The invest-
ment objective can be considered growth, but it may also be income or preservation if the in-
vestor is retired or some combination or variation of those types (Malkiel & Ellis, 2013).

The second step is establishing an investment policy, and it begins with the asset allo-
cation decision. The main question the decision answers is how the funds that will be invested
should be distributed among the major asset classes, and this policy determines how to allocate
available funds across different countries, asset classes, and securities. Additionally, the asset

allocation takes into consideration any investment constraints or restrictions. In developing an
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investment policy, the following factors must be considered: client constraints, regulatory con-
straints, and tax considerations (Idzorek & Kowara, 2013).

Going forward, the major decision should be made on what investment strategy to
apply. The wildly know investment strategies are active, passive, forecast-based, forecast free.

The investment strategies could be created based on four major questions that could
be seen in various author's (Guo, Lou, & Pérez-Castrillo, 2015; Arora & Rahman, 2016) works:

e What asset classes should be considered for investment?

e What policy weights should be assigned to each eligible asset class?

e What are the allowable allocation ranges based on policy weights?

e  What specific securities or funds should be purchased for the portfolio?

We can see that the last question dedicated to applying the investment strategy is
closely related to the further step in our previously specified key elements on financial invest-
ment strategy management. In this part, selecting the specific assets that will be included in the
portfolio and will be expected to generate the profit on our investment must be done.

The four major asset classes that have been proposed by Fabozzi and Markowitz
(Fabozzi & Markowitz, 2011) are common stocks, bonds, cash equivalents, and real estate. It
is important to add one of the alternative assets to the investment strategy creation — commod-
ities not just because it is are one of the most popular investment options nowadays, but also,
greatest diversification potential due to their very low correlation with stock and bond returns
(Garcia-Feijoo, Jensen, & Johnson, 2012). However, it is important to know that commaodities
are the real assets in their true nature, as their primary purpose is to be consumed and not in-
vested. Furthermore, this investment's second important trait is its limitation of the supplies as
commodities have only limited availability.

Moreover, the last but not least - evaluation of investment performance must be spec-
ified. In this section, the measuring of portfolio returns, and risk has been introduced. The pro-
cess requires the estimation and evaluation of the expected risk-return trade-offs for the alter-
native investments available.

To start with, it is important to compute mean historical returns to explore wider in-
formation of the returns over the years. Since the investment might have had significant down-
falls or profit during some time (as an example, 10 years), it is important to do deeper research
to get all the possible information before deciding whether to invest. It could be done by using
different evaluation or measuring methods before the beginning of the investing process, and

they are: the measure of the historical returns, the measure of the expected returns, a measure
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of the risk of the expected returns and rates, risk measure for the historical returns (Brown &
Reilly, 2015, Greenwood & Shleifer, 2014)

Main historical returns measures that will be used in this paperwork:

e arithmetical mean.

e geometrical mean.

Main data that will be found by using these measure methods:

e annual holding period return

e annual holding period yield

The main return calculation would be done by exploring the expected return concept
and by using its formula. To measure the risk of the expected rates of returns, Brown and Reilly
are using two options: variance and standard deviation. To measure the risk of expected returns,
these methods will be used:

e variance

e standard deviation

After evaluating the selected investment instruments separately by applying the return,
risk, and expected return methods above, the need to evaluate all the portfolio returns and risk
arises. One of the most popular and accurate ways to do so is to use one of the theories dedicated
to solving this kind of problem.

Harry Markowitz introduced Modern Portfolio Theory. According to Modern Portfo-
lio Theory, while designing a portfolio, each asset's ratio must be chosen and combined care-
fully in a portfolio for maximum returns and minimum risks. In Modern Portfolio Theory, the
emphasis is not laid on a single asset in a portfolio, but how each asset changes concerning the
other asset in the portfolio regarding fluctuations in the price. The main assumptions of the
modern portfolio theory are (Krishnamurti, 2015; Jiang & Liang, 2017; Qian, 2018):

Investors are rational and concentrate on maximizing the profits of the profit with the
limitation of their income.

Investors are entitled to free, accurate, and fair access to the risk and return infor-
mation.

- The markets are efficient.

- Investors tend to be risk-averse and are concentrating on minimizing the risk and
maximizing the return.

- Investors base decisions on expected returns and variance or standard deviation

of these returns from the mean.
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- Investors choose higher returns to lower returns for a given level of risk.

Modern Portfolio theory proposes that a portfolio manager must carefully choose var-
ious assets while designing a portfolio for maximum guaranteed returns in the future (Kaplan,
2017; Chen, 2016).

In summary, the main aspects to consider before starting to invest are setting in-vest-
ment goals that would be achieved during a specific period; the second most important step is
selecting and properly polishing an investment strategy, the third step for successful personal
investment strategy would be selecting the specific assets and the last section in investment
procedure is measuring and evaluating investment performance and making appropriate amend-
ment decision if needed. Above all, the investment period length, appropriate risk level, and the
expected amount of returns must be considered before starting to invest. Modern Portfolio The-
ory allows constructing the investment portfolios by which risk-averse investors can maximize
expected returns based on a given market risk level. This theory consists of the importance of
portfolio diversification, risk, and the affiliation between different kinds of securities.

1.6. Personal investment strategy management models

The two main types of investment management strategy models are active and passive
portfolio management. An active portfolio strategy has an expectation that influences and is
attributed to a certain asset class, making actively managed portfolios not just broadly diversi-
fied but also accessed by using forecasting and available information to achieve the best per-
formance. The passive portfolio strategy mainly relies on comprehensive diversification and
matching certain market indexes instead of analyzing and estimating future returns and invest-
ment performance (Fabozzi & Markowitz, 2011). Furthermore, the main distinction between
passive and active portfolio management strategies is that passive strategy, and their calcula-
tions dedicated to future investment performance projection, would hold and be profitable in
the market that is believed to be efficient. On the contrary, the active strategy is being used by
the investors who disagrees and thinks that exchange cannot be efficient; therefore, by pursuing
the new information and stock market updates, investing their time and money into active re-
search, and keep changing their investment selections frequently, they assume to be able to
identify undervalued securities and outperform the market.

Moreover, portfolio types by nature of the investment options and asset allocation
could be divided into risky, medium-risk, and non-risky. For instance, a portfolio created only
from shares would be considered extremely risky; the diversification would reduce the risk;

however, adding bonds would reduce the risk and volatility to the next level. In fact, one of the
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leading international financial services company Fidelity has presented the research and an ex-

ample of how the portfolios could be constructed based on the investor's risk perception and

asset allocation (Fidelity, 2020). The main portfolio types that were mentioned - conservative,

balanced, growth, and aggressive growth. The structure of each type of the portfolio has been

presented in figure 3.

Conservative portfolio

= US Stock

m Foreign stock

= Bond

= Short term investment

Growth portfolio

= US Stock

® Foreign stock

= Bond

= Short term investment

Balanced portfolio

= US Stock

m Foreign stock

® Bond

= Short term investment

Aggressive growth portfolio

= US Stock
® Foreign stock
® Bond

Fig. 3. Portfolio types by risk and return ratio

Source: prepared by author based on Fidelity (2020)

Conservative portfolio example contains 50 % of bonds, 30 % short term investments

such as certificates of deposit (CDs), money or cash market and high yield savings accounts,
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government bonds or treasury bills and others, 6 % of foreign stocks, 14 % of US stocks. For
example, the Balanced portfolio type consists of 40 % bonds, 10 % of short-term investments,
15 % of foreign stocks, 35 local or, in the case presented in this example - US stocks. The next
portfolio type, the Growth portfolio, has been constructed with the main concentration and as a
major investment block selecting US stocks with 49 % of overall portfolio proportion, 21 % of
foreign stocks, 25 % bonds, and 5 % short-term investment. Furthermore, the fourth portfolio
type has been introduced as the Aggressive growth portfolio, which for the most part contains
risky; however, if well-performing possibly earning the highest returns, investment options,
such as US stocks and foreign stocks that substituted for 60 % and 25 % of portfolio accord-
ingly. In the matter of hedging, the portfolio bonds' risk and diversification were included as
well; nevertheless, it made up only a 15 % share of all the portfolios. Consequently, it should
be the case that various stocks should be assessed as risky and bonds with short term invest-
ments as safer investment options, the combination of these assets not only creates a diversified
portfolio but also, based on the amount of each investment option, placed in the portfolio, can
perpetuate it towards more or less risky type.

In support of this idea, the company has presented historical data performance calcu-
lations throughout the years for each portfolio type. Data evaluation provided by Fidelity (Fi-
delity, 2020) has been presented in table 1.

Table 1. Portfolio strategy performance example

Conservative Balanced Growth Aggressive
growth

Average annual 5,96 % 7,96 % 8,97 % 9,65 %
return
Best 12-month re- 31,06 % 76,57 % 109,55 % 136,07 %
turn
Worst 12-month -17,67 % -40,64 % -52,92 % -60,78 %
return
Best 20-year re- 10,98 % 13,83 % 15,34 % 16,49 %
turn (annualized)
Worst 20-year re- 2,92 % 3,43 % 3,10 % 2,66 %
turn (annualized)

Source: Fidelity (2020)

This study suggests that taken the average result of the year, the returns were highest
for the Aggressive growth portfolio investments and the best 12 months returns. On the other

hand, the worst returns were as well showed by the Aggressive growth type portfolio; for this
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reason, the presented data clearly proves the previously created assumption that the riskiest,
although possibly providing the highest returns, is the portfolio the highest consistency of stocks
in it. Based on short term losses and gains ratios, the second most profitable and riskier would
be the Growth type portfolio, and the third and the fourth Balanced and Conservative accord-
ingly. Considering a long time, based on the example, 20 years, earnings and falls, best per-
forming portfolio and experienced the worst dives once more has been the Aggressive growth.
However, in the longer period, the changes could be seen in the other three types of portfolios
performances; the Conservative type portfolio provided the low profit in both best and worst
return scenarios with 10,98 % and 2,92 %, respectively. Compared with one-year earnings,
Balanced and Growth type portfolios in a long-term period performed quite similarly - Balanced
had provided a little bit lower returns as the best performing percentage amount; however, the
worst interest indicator was higher than Growth type portfolio. It would seem that the Balanced
type portfolio is the best option for the investors with medium risk perception as it is less risky
compared to the Growth or Aggressive growth type, but also could provide relatively high
gains. Alternatively, a Conservative type of portfolio should choose investors with a very low-
risk acceptance level, but they should not expect high profits. On the contrary, Growth and
Aggressive growth portfolios should be appealing to investors who have medium to very high-
risk tolerance, and they could anticipate earning high beneficial value from the investments.

Another example, presented by Reilly and Brown (Reilly & Brown, 2015) states that
portfolio formation, risk tolerance, and investment goals are directly related to the investor's
age. Authors are dividing the groups into accumulation, consolidation, spending, and gifting
phases as per figure 4 below.

Net Worth

Accumulation phase

Long-term:
retirement
children's college

needs

Short-term:
house
car

25 35

Age

Fig. 4. Personal net worth fluctuation during the life cycle
Source: Reilly & Brown (2015)
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According to the authors' idea, people in their early and middle age and working career
should be attributed to the accumulation phase during which they concentrate on accumulating
wealth and setting major short- or long-term goals such as house payment kids' education. In-
dividuals in the accumulation phase might be having a loan or debt burden and because of their
higher investment as well as earning future period should be willing to tolerate higher risk to
gain possibly above-average returns from their investments over time. The average age of peo-
ple going through this phase is between the beginning of their career through mid-30.

The second phase that has been distinguished is the consolidation phase, which in-
cludes individuals who typically already past their mid-career points and most probably paid
off their loans, debts and took care of other high importance financial needs and now have some
left-over funds since earning exceeds expenses, and they are willing to invest in order to gain
additional earnings. People included in this group still has a seemingly long time for invest-
ments and returns, which could be up to 30 years; however, they tend to prefer moderate high-
risk investment options, as they concentrate on capital preservation. The second, consolidation,
the phase is between the 35 and 65 age group.

The third phase typically starts when people retire and is the spending or gifting phase.
During this phase, individuals' incomes have been covered by social security and previous in-
vestments, including employers' contributions to the pension funds. During this phase, investors
tend to be highly risk-averse and choose investment options with minimal risk; however, some
diversification and growth investments should be included in their portfolios due to the hedging
necessity from inflation. The gifting phase is closely related to the spending phase, and if indi-
viduals in their retirement decide that they have covered all the necessary needs for themselves
and have their financial future taken care of as well start donating or financially helping their
relatives. The third phase group age is usually after retirement, and it is different around the
world but preliminary its people in their mid-60 and older.

Furthermore, following the idea on risk averseness level and age correlation, presented
in both topics that have been previously discussed, Malkiel (2019) in his book "Random walk
in Wall street” presents the life cycle fund investment option, which has been offered by many
main investment fund groups in the US such as "Vanguard", "Fidelity", "American Century"
and similar. In his example, he indicates 4 main portfolio ideas based on age main groups being
mid-thirties, the end of forty and beginning of fifty, mid-sixties, and end of seventy or retire-
ment period. According to the presented data, the portfolios tend to become more conservative
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according to the investor's age. As per authors example the main pictures of the possible invest-
ment options have been created.

Mid 30 age group 40-50 age group

m Shares m Cash m Shares m Cash
m Bonds » Real estate = Bond » Real estate
Mid 60 age group 70 and over age group

m Shares m Cash m Shares m Cash
= Bond = Real estate = Bond = Real estate

Fig. 5. Portfolio types by age group
Source: Malkiel (2019)

The main idea presented by the example above is that with age, individuals tend to
become more risk-averse, and the tolerance level makes a major impact on the investment se-
lection process and portfolio formation and management. According to the author, the main
attribute of mid 30 age group portfolio is that the lifestyle of these investors is fast and aggres-
sive; if the income is stabile there ten to be the ability to tolerate high-level risk, there is a need
to implement discipline and save from the main income source for the future. The second port-
folio is based on an individual age group between 40 and 50 years, and the main characteristics
accredited to this group are the possibility of the middle age crisis. The risk acceptability level
depends on whether the individuals have children or chose to pursue a career instead. The third
group is people in their mid-60, and the author describes them as individuals who are still re-
covering after all the lives financial burdens and already have to start intensively think about
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how to protect their current assets and manage their life during the pension. Furthermore, the
last group is 70 and over who should be already enjoying their free time and worrying about
their income; this group's risk perception becomes very minimal or none at all.

To summarize, personal investment management models depends on various factors,
for instance, age, risk averseness, capital return goals, and the ability to generate the funds for
investing purposes. Based on an individual's investment management selection, the two main
personal investment strategies are passive or active investment portfolio management options.
Portfolio construction processes and investment option preferences are closely related to the
investors' age and risk perception level. After deciding on the personal investment strategy
management model, including the main determination of portfolio structure and the inclusion
of investment products, the portfolio management model should be created, which will forecast
the constructed investment portfolio performance.

The combination of investment goal, return, time frame, the decision on acceptable
risk level, and careful selection of investment options while creating personal investment strat-
egy is a lead path to success. After the investment strategy is being formulated and investment
options selected, the future returns and risk could be evaluated by using formulas such as the
measure of the historical returns, the measure of the expected returns, the measure of the risk
of the expected returns, and rates, risk measure for the historical returns and by evaluating using
the models and theories. Personal investment strategy management model selection and proper

application allow managing the portfolios most acceptably.
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2. RESEARCH METHODOLOGY OF PERSONAL INVESTMENT
STRATEGIES AMONG WOMEN

2.1. Research goal, strategy, and stages

This thesis research's main goal was to study female personal investment management
peculiarities in Lithuania and prepare the comparison analysis with Australian females' strate-
gies. This goal has been formed to evaluate current Lithuanian female investor's profiles and
conduct a thorough analysis and establish potential investment portfolios to improve the current
women investor's situation in Lithuania. The main research object is the personal investment
decision features of females in Lithuania and Australia.

The research strategy contains two main stages. The first stage - the data collection
initiation, and the second stage is the analysis of the data and presentation of findings for further
step - optimal portfolio formation.

The best method to collect data for public and sociologic research surveys and the
economics research area; the best approach is statistical data analysis (Saris & Gallhofer, 2014).
To satisfy these requirements and to gather data for female investment strategy management
research quantitative survey dedicated to collecting statistics of female invest-ing peculiarities
has been created. The most substantial part of collecting accurate data for this study is to clarify
and precisely implement the questionnaire's components. The main segments included in the
survey are sampling, questions design, mode of data collection, and total survey design (Fowler,
2014). Considering previously mentioned details of questionnaire formation, the respondents'
sample size has been calculated, the relative question to the topic has been prepared, the survey
has been designed and delivered to the participant group.

Based on the answers received at the survey, the four target groups have been indi-
cated. To elevate the current Lithuanian female investment returns for each target group, pre-
liminary investment portfolios have been constructed based on the participants' needs and rely-
ing as a good practice method on Australian female investor's strategies. Modern portfolio
(Markowitz, 2011) model has been used for portfolio formation and evaluation.

2.2. Selection of the research sample and presentation of the questionnaire

To conduct the survey, it is a must to perform the selection of suitable participants.
Since this questionnaire has been dedicated to observing and analyze female personal invest-
ment strategies in Lithuania and Australia, the target group and participants were women in
Lithuania and Australia. The assumption is made that it is not possible to distribute the survey

to the whole population in either of these countries; moreover, fund limitation is considered
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(Wolf, Joye, Smith, & Fu, 2016). The sample that would represent all the population in this
survey must be selected. Notwithstanding, while performing the research, the issues and errors
could occur if the sample scale size would be selected too narrow; however, the same dilemma
might appear with too extensive sampling that is why the medium proportion group of partici-
pants should be chosen to get the most accurate results (Verma & Verma (2020), Valliant,
Dever, & Kreuter (2018)).

A simple random sampling technique has been chosen, and the persons who would
take part in this survey were determined using Slovin’s formula. (Mclean, Guilford, & Fruchter,
1979):

N

"T {1+ Ned)

1)

Where:

n = Number of samples

N = Total population

e = Error tolerance (level).

The variables used during the thesis research for Slovin’s sample determination for-
mula have been presented in the table below.

Table 2. Research samples in Australia and Lithuania

Variables Lithuania Australia

N 1500000 12600000
E 0,1 0,1
Confidence level 95 % 95 %
n ~100 ~100

Source: created by author

In many literature sources with a 10 % margin of error after the number of all pop-

ulation that is being analyzed gets over one million, the sufficient sample size for the survey is
~ 100 participants (Ryan, 2013; Blair & Blair, 2015) Following the above calculation results
and the information provided in written scientific origin this number of participants in Lithuania

and Australia have been selected for thesis research.
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The survey's main questions were related to female demographic statistics, financial

literacy, and personal investment management information. The list of the questions is pre-

sented in table 3 below.

Table 3. Areas of survey questions

Demographic question

Age

Personal finance management
guestion

Expenditure

Personal investment related
guestion

Invest or not invest

Location

Savings planning

Where to invest

Family status

Monthly savings

Investment knowledge

Marital status

Employment status

Savings preferences

Reason for not investing

Suppose Investment plan prefer-
ences

Monthly income

Education status related to fi-
nancial literacy

Source: created by author

The questions have been presented in five different forms:

1. Dichotomous questions (Yes/No)

2. Open-ended questions

3. Multiply choice questions

4. Ranking questions

5. Matrix questions

Each of the forms listed above allowed the researcher to get sufficient answers to the

handed-out questions to gather new and significant knowledge on the subject. These question

types taken separately would not provide the same quality results, so the combination was re-

quired. These questions helped determine participants' personal finance preferences and invest-

ment management peculiarities and figure out why females do not invest, what is lacking, and

what financial advice and instruments could improve this area.

A self-administered survey type (Andres, 2012) has been created using Google forms

and Anketa.lt tools to distribute this questionnaire. The participant target group was indicated

as Lithuanians and Australian females. They have been reached via social media such as Face-

book page, some women organizations and groups have been contacted by email, and the main

part of the respondents was from personal students' and thesis supervisors' contacts.
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In conclusion, the 100 recipients sample size has been calculated as an adequate num-
ber to represent the all-female population in Lithuania and Australia with 95 % of certainty that
the population would express an identical opinion to the matter and 10 % of marginal error
possibility that the answers fairness could fluctuate to the negative or positive side. Further-
more, to obtain the required data for further analysis, questionnaires have been formed with
questions about demographics, personal finance, and personal investment strategy areas, allow-
ing them to figure out the participant profile's statistical information. A variety of different
structure questions have been prepared to gather accurate material for the topic analysis, and
they have been introduced in the form of a survey placed in Google form and Anketa.lt and
distributed through personal contacts and social media.

2.3. Portfolio creation methodology

Based on the research conducted in Lithuania and Australia, the evidence is that fewer
females are investing in Lithuania. The main reasons for this inadequacy were lack of investing
and financial knowledge with the addition of deficiency of reserve funds that could be dedicated
to this purpose. To encourage Lithuanian women to use investment benefits and using Austral-
ian female investors' good practice examples and investment choices in line with the investment
management theories and practices, investment portfolio examples have been constructed.

The first step has been to distinguish the main age groups of investors. Based on the
literature review and examples, the age ranges to be used were 25-year-old, between 25 and 40,
40 and 60, and 60 and over. These selected age groups have been the base for the questionnaire,
investment strategy, and personal investment portfolio creation. Data presented in the surveys
were collected and analyzed based on these age groups that Lithuanian and Australian females
were assigned to.

The second step has been to evaluate the Lithuanian female priority ranking presented
in the survey's responses on the query about what priorities they would single out regarding the
personal investment processes. To find the most significant factor of the respondents' ranking,
Garret's ranking technique has been applied. The main attribute, Garrett's Table, was used to
calculate the percent position that has been established and converted into scores. After the
conversion, for every factor individually, the scores of each survey recipient has been added
and the total value of percentage is calculated and converted to the scores, additionaly the mean
values of scores have been calculated, and based on the results the ranks have been establihed
(Appendix 1).

The formula for Garret’s ranking technique is as follows:
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100 (Rij—0.5)
Nj

Percent position = (2)

Where:

Rij = Rank given for the ith variable by jth respondents

Nj = Number of variables ranked by jth respondents

Third step has been to assemble the investment portfolios that would be dedicated to
personal investment strategy application for each female age group based on their requirements
such as return expectations, time frame for the investment specification, risk perception level
as well as the available funds.

To perform investment portfolio modeling it was important to select the best perform-
ing available investment options on Nasdaq Baltic exchange. After the research it has been
established that based on the literature review and investors examples the best way to do so was
to follow the indexes as they reflect the data of such investment options on the trade market.
Hence, the OMXBBGI, OMX_BALTIC_BENCHMARK Gl index has been chosen to be used
for the portfolio creation which included the most actively traded stocks on the Nasdaq Baltic
exchange of such companies as Apranga, AUGA group, Grigeo, Harju Elekter, LHV Group,
Linas Agro Group, Merko Ehitus, Nordecon, Novaturas, Olainfarm, Pieno Zvaigzdes, Siauliu
Bankas, SAF Tehnika, Silvano Fashion Group, Tallink Grupp, Telia Lietuva, Tallinna Kau-
bamaja Grupp, Tallinna Sadam, Tallinna VVesi. The main trait of these stocks were limited num-
ber and liquidity which made these investment options as the best suit for the Lithuanian women
investment portfolio construction. In addition, based on the combination of personal investment
strategies (Fidelity (2020)) and portfolio construction strategies based on age groups (Malkiel
(2019) presented in the literature sources the liquid investment such as cash and almost risk free
— government bonds were included. The main calculation and data collection applied to all of
the investment options.

The selected and above introduced investment options first have been evaluated by
using the arithmetical mean to calculate the historical monthly and yearly returns. (Brown &
Reilly, 2015, Greenwood & Shleifer, 2014). Formulas for these calculations goes as follows

and it has been calculated on Excel application:

AM (arithmetical mean) =), HPN /n (3)
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Where:

n=number of years and XHPY = the sum of annual holding period yields.

After the specification of the monthly returns the yearly averages of the earnings and
stock fluctuation has been evaluated.

The formula that has been applied to measure the historical rates of the returns is:

EndingValueofInvestment/

HPR (holding period retum) = BeginningValueofInvestment “)
HPY (holding period yield) = HPR-1 (5)
Annual HPR = HPR'/" (6)
where n = number of years the investment is held

Annual HPY=Annual HPR -1 (7)

Going further based on the literature reviews, specifically taking into consideration
Brown and Reilly’s method, we need to compute mean historical returns in order to explore
wider information of the returns over the years. Since the investment might have had a signifi-
cant downfalls or profit during some time (as an example 10 years) it is important to do the
deeper research to get all the possible information. The mean historical rate of return (HPY) for
a portfolio of investments is measured as the weighted average of the HPY's for the individual
investments in the portfolio, or the overall percent change in value of the original portfolio
(Brown & Reilly, 2015).

The next step is to calculate the expected returns. In this case the previously mentioned

authors use the formula:

Expected return = Y, (Probabilityofreturns) X (Posiblereturns) (8)
E (R)=[(P1)(R1)+(P2)(R2)+... (Pn)(Ry)] 9)
Where
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P {=Probability of returns

R =Possible returns

Since the diversification of the portfolio improvement is directly related to investment
tools correlation among each other, before measuring the risk for each of the investment option,
the correlation among each other has been calculated.

_ 2(x—my)(y—-my)
" T Remonio-my)? (10)

Where:

mx and my are the means of x and y variables (Schumacker & Lomax, 2016)

To measure the risk of the expected rates of returns Brown and Reilly are using two
options: variance and standard deviation. During the portfolio construction in this thesis these
two measurements were used as well. The above stock monthly return data for the last 5 years
has been taken and used to calculate variance and standard deviation.

The formula for variance goes as follows:
Variance(0)=Y1- 1 (P)[R; — E(R)]? (11)

It is important to know that the larger the variance for an expected rate of return, the
greater the dispersion of expected returns and the greater the uncertainty, or risk, of the invest-
ment.

The formula for standard deviations is:

Standard deviation(0) = /X1, (P)[R; — E(R))]? (12)

The most popular way of evaluating all portfolio risk and return levels is Modern Port-
folio theory which proposes that a portfolio manager must carefully choose various assets while
designing a portfolio for maximum guaranteed returns in the future (Kaplan, 2017, Chen, 2016).

Markowitz modern portfolio theory formula for the returns is:

&=2m&
= (13)
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Where:
Ry,- Return of portfolio
Y. (i = 1)"n —the sum of the investment

W;- the weights of the investment
R ;- the return of the investment

Markowitz modern portfolio theory formula for the risk is:

172

N M
g,= [Z 2 w,w,COV(RR))
=l j=

(14)

where:

COV - covariance

2 Oy Opn Oy Oy W,
o, =( wiow, Wy Wy ] _ (15)
3 34 3

Based on the selected investment strategies, 4 portfolio types were constructed:

1. Aggressive

2. Growth

3. Balanced

4. Conservative

Each of the portfolios included the same investment options that have been mentioned
and described in the text above; they conducted the same weights of the portfolio; however, the
percentage in each of the investment portfolio was different. To be specific aggressive portfolio
included 85 % stocks available on Nasdaq Baltic exchange, 15 % government bonds and 5 %
liquid investment — cash, growth portfolio 70 %, 25 % and 5 %, balanced 40 %, 50 % and 10
%, conservative - 50 %, 20 % and 30 % respectively.

To summarize, the surveys were created and distributed among Australian and Lithu-
anian females with questions regarding their personal finance habits and preferences. Australian
women's responses have been analyzed and used together with strategies presented in literature
reviews as an example for Lithuanian women investors with the main goal to encourage them
to enhance their current participation in personal investing processes. The personal investment

portfolios for females, divided into groups by age, have been constructed based on the available
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investment options on the Nasdaq Baltic market. The investments have been selected based on
the index following strategy. Their performance has been evaluated using such measures as
historical returns, risk, and expected returns for each of the investment tools separately and
included in the portfolio.
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3. ANALYSIS OF WOMEN PERSONAL INVESTMENT STRATEGIES
IN AUSTRALIA AND LITHUANIA

3.1. Australia’s and Lithuania’s economic analysis
A comparative economic analysis of Australia and Lithuania economies' initial objec-
tive was to evaluate the investment context's fundamental economic indexes. To form a suc-
cessful personal investment strategy, every investor needs to develop a comprehensive under-
standing of the country's current and future health and financial markets of the country they
selected to invest in.
The main indicators that were used to evaluate the economic situation in both selected
countries were:
e Gross domestic products (GDP)
e The Consumer Price Index (CPI) and Inflation
e Currency strength and stability
e Labor market statistics e.g., unemployment rate.
e The stock market and bond yields
¢ Housing and construction
e Production and manufacturing statistics
The data of Lithuania’s and Australia’s yearly GDP seasonally and working day ad-

justed percentage changes has been presented in a figure 6:
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Fig. 6. Yearly GDP (%) changes in Australia and Lithuania

Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)
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The graph above compares the summary statistics for Australia’s and Lithuania's an-
nual GDP changes from 2012 to 2019 and the first two quarters of 2020 expressed in percent.
According to the data presented above, the evidence is that Australia's average Gross Domestic
Product throughout the years was higher and fluctuated less than Lithuanian. However, as well
as all the rest of the world, both countries' economies were affected by the Covid-19 pandemic
in 2020. Analyzing BVP, it could be seen that Australia’'s economy shrank almost a bit over
than 6 % in the second quarter, whereas in Lithuania it was minus 4 %. The assumption could
be made that while facing the global crisis, Lithuania's economy resisted slightly better than
Australia's. Here many scenarios could be considered form the investors' standpoint - for ex-
ample, if the prediction were made that the economies will get back to the same place like they
had been for almost 10 years, based on the BVP index, Australia would be the country to con-
sider to invest into, especially with current changes in a market, since many company's shares
have dropped, it would seem to be the best time to invest and earn a profit once the situation
picks up. On the other hand, if the scenario with the current economic situation is placed -
Lithuania seems to be handling the pandemic better and taking into consideration that the coun-
try is in European Union, and other political and economic information, the prediction could be
made that this country will recover quicker than Australia - based on this idea Lithuania should
be chosen as a country to gain earning on once investments.

The second and the third most important indicators for investors to evaluate while an-
alyzing country’s economic shape are The Consumer Price Index (CPI) and Inflation. The CPI

fluctuation from 2012 to third quarter of 2020 has been illustrated in figure 7:
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Fig. 7. Yearly CPI changes (%) in Australia and Lithuania

Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)
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The graph above reflects that the average change in prices during 2012 to 2020 were
stable, however, higher in Australia, and consumers paid for a basket of goods much less than
usual during the Covid-19 pandemic and countries locked down in second quarter of 2020 and
the price changes rocketed to 1,60 % compared to previous month, which is not surprising
knowing the current overall economic situation in the world. In Lithuania’s case it could be
seen that the CPI was fluctuating more rapidly during 2012 until 2020, however, it appeared to
be more stable during the crisis. The CPI indicator is closely related to inflation, deflation and
stagflation measuring and reveals which stage of economy changes the country experiences.
The yearly inflation and deflation results since 2012 up to third quarter of 2020 have been pre-

sented in a figure below.
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Fig. 8. Yearly inflation (%) changes in Australia and Lithuania

Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)

Figure 8 compares and overview Australia’s and Lithuania’s economic situation re-
garding inflation, and in support of the data presented above, it would seem that inflation in
Lithuania was evidently higher and oscillated sharply examining in contrast to Australia. Hence,
it tends to be the case that the investor should see Australia’s economy as more resilient and
stable to place their funds to gain the returns based on CPI and Inflation indexes.
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The next indicator that should be observed to analyze and evaluate an exploratory
country to invest in is its currency strength and stability. It is a lagging indicator as the country's

currency's value would change to reflect the country's political and economic circumstances.
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Fig. 9. Yearly currency exchange rate changes in Australia and Lithuania
Source: created by author based on Reserve Bank of Australia (2020), Bank of Lithuania (2020)

Figure 9 above provides the summary statistics of currency exchange rates regarding
USD in Australia and Lithuania from the end of 2015 to the 28th of October 2020. Since inves-
tors could use this indicator to analyze overall economic performance, interest rates, or funda-
mental economic data, evidence points to Lithuania’s currency Euro to be stronger as its ex-
change is higher. On the other hand, it might be suggested that both currencies are compara-
tively stable as the fluctuation is relatively low.

The other important indicator to oversee and analyze is employment indexes, particu-
larly unemployment, which could be used by the investor as a reflection of the country’s job
market situation that is directly related to business performance situation.
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Fig. 10. Yearly currency exchange rate changes in Australia and Lithuania

Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)
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As shown in Figure 10, the above unemployment rate between 2012 and the 3rd quar-
ter of 2020 has been substantially lowered in Australia compared to Lithuania. The closest to
the matching point was in 2018 and 2019, wherein Australia unemployment was 5,3 % and 5,2
% and in Lithuania 6,1 % and 6,3 %, respectively. What can be seen from this graph, once the
Covid-19 crisis hit, Australia’s unemployment rate did not change in the first quarter of 2020
but rose by around 2 % in the second and third quarters, whereas Lithuania’s first-quarter shifted
by 3,2 %, in the second and third quarter by 2,2 % and 1,8 % accordingly, in overall reaching
7,2 % difference since 2019. It should be the case that many residents in both countries were
let go from their employment due to lockdown, business closure, and other to pandemic related
reasons. However, the assumption could be made that the Australian government’s crisis plan
was more successful; hence, more citizens could save their jobs, and the unemployment level
did not rise as dramatically as in Lithuania.

Furthermore, the main stock index of the country, for the prospective investors, should
be used as a reflection of local investors’ confidence in the future of businesses in the country,

which, likely, could lead to economic growth.
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Fig. 11. S&P_ASX 200 and OMX Vilnius GI changes from 2012 January to 2020 October
Source: created by author based on Australian Security Exchange (2020), Nasdaq Baltic (2020)

The graph above has been presented the main stock indexes in Australia and Lithuania.
Australia's S&P ASX 200 includes and tracks the performance of 200 large companies in Aus-
tralia, whereas Lithuanian OMX Vilnius Gi is the total return index, which includes all the
shares listed on the main and secondary lists on the Vilnius Stock Exchange. What stands out

in graph 3.6. both countries' stock indexes grew from 2012 to 2019 with some minor drops or
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peaks. However, they commonly declined once the Covid-19 pandemic started. Analyzing the
data before this event Australia's stock index was higher than Lithuania's from 2012 to 2015,
fluctuated drastically from 2016 to the end of 2018, and picked up again in 2019. It is worth
mentioning that stock index prices compared in the example above, which includes the coun-
try's companies' selected stocks and is computed from their weighted prices, extremely differ
in amounts itself. S&P ASX 200 started in 2012 from 4262 AUD, which is around 2600 Eur,
and the last price was 5927 AUD converted it makes approximately 3692 Eur in 2020 October.
Whereas OMX Vilnius Gl began from 310 Eur at the beginning of 2012, the last data was taken
from October 2020, which substituted for 745 Eur. This index price difference reflects investors'
diversity in measuring Lithuania's and Australia's stock market, or a subset of the stock market,
and could assist them while comparing current price levels with past prices to calculate market
performance in both countries.

The next step in stock market analysis is government bond yield rates of data research.
In figures 12 and 13, Australia's and Lithuania's government bond yield fluctuation since 2016

to 2020 have been presented.
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Fig. 12. Lithuania’s government bond yields (%) 2016-2020

Source: created by author based on Nasdaq Baltic (2020)
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The graph above reflects Lithuania’s bond yield curve for the main mature and short-
term bonds that could be traded on the Nasdaq Baltic exchange. Closer inspection of the graph
shows that long-term bonds would return higher returns than the short term. However, the re-
turns themselves tend to be low, and this would indicate that investor could expect the economy
to grow in the long term in the future slightly, but if these government bonds would be consid-
ered as an investment, despite being a safe option, it is not going to return high funds.

The second graph displays bonds issued by Australian government and the perfor-
mance during 2016 to 2020.

Yield 2016 Yield 2017 Yield 2018 Yield 2019 Yield 2020
Australia 2-Year Bond m Australia 3-Year Bond m Australia 5-Year Bond
Australia 7-Year Bond Australia 10-Year Bond m Australia 20-Year Bond
Australia 30-Year Bond

Fig. 13. Australia’s government bond yields (%) 2016-2020
Source: created by author based on Australian Security Exchange (2020)

Compared to Lithuania's government bond yields, Australia seems to be more profita-
ble with the higher returns on the investment itself. On the other hand, the similarity is that the
long-term bonds return higher earnings than the short term.

Since the performance of shorter-term bonds are directly impacted by central bank
decisions and interest rate expectations, on the other hand, longer-term bonds (with maturity
time of longer than two years) are impacted by interest rates but also factors like inflation and
economic growth, which can take longer to come into effect the government bond yields reflect
country's economic situation in two ways - short- and long-term forecast of the investment ef-
ficiency could be performed. Based on the data presented in both graphs above, the assumption

could be made that based on government bond performance represented by the yield curve,
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Australia seems to have a more stable economic environment, and investors should consider a
beneficial trend while choosing which country to invest in.

The other economic indicators that should be used as reflecting the economic situation
in a particular country and could be used for the analysis are the construction and housing sec-

tors and their changes.
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Fig. 14. GVA by construction sector (%) in Australia and Lithuania 2015-2020

Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)

It can be seen from the data in a graph above that based on the changes of the Gross
Value Added by the construction sector in Australia's comparison to Lithuania, Australia would
be the country that produces more financial worth to Gross Domestic Product during the time
range in between 2015 and 2020. This evidence supposes that Australia's economy is getting a
slightly higher impact by the construction section, especially GVA. Viewed in this way, it might
be suggested that Australia's construction sector is marginally more developed and impactful
to the economy's growth than Lithuania's; hence, based on construction indicator, Australia’s
economy could be identified as stronger compared to Lithuania's.

The second macroeconomic indicator is the Residential property price changes index,
and it could be the leading indicator since the data could be gathered and used to present the
information of the state of the economy months in advance. To elaborate, for instance, a decline
in housing prices indicates that the number of residential properties exceeds the number of peo-
ple who are planning to buy them. The reason for this could vary; an example could be the
prices that have been inflated, or another reason could be that residents cannot afford to buy. It

is important to mention that when the housing sector weakens, the entire economy is impacted
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and reflects the downturn. In general, the decline in residential property price might have an
impact on homeowner's wealth, jobs in the construction sector, and taxes; besides, it could im-
pact homeowners and force them into foreclosure, the process where lenders seek to recover

the mortgage loans from borrowers.
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Fig. 15. Residential property price index changes (%) in Australia and Lithuania 2015-2020

Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)

The graph above illustrates residential property price change indexes in Australia and
Lithuania from 2018 to the third quarter of 2020. The evidence points out to Australia's high
fluctuation and strong declination in the residential property prices throughout these years; on
the other hand, Lithuania's price index seems to be considered stable and quite high. The main
difference that stands out in this data is that during the Covid-19 pandemic, Australia's residen-
tial price index fell quite rapidly, whereas Lithuania's grew at a similar pace. Therefore, it can
be assumed that Lithuanian residents increased their investment in the housing market; in con-
trast, Australians withhold from this investment and choose other options. For the investor who
IS investigating this index, it might suggest different scenarios, including the brilliant time to
invest in Australia's property since the prices are lower and it might be a tremendous oppor-
tunity to gain additional profit in the future, or value this fall as a recession in the economy and
consider Australia as a country too risky to invest into.

The last economic indicator to analyze to gain the information of the country's econ-
omy to select to invest into is gross value added by manufacturing. This index allows evaluating
the country's current economic situation because an increase in production and manufacturing

tends to positively impact gross domestic product (GDP), which could be seen as a sign of
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increased consumption and possible positive economic growth. The GVA in millions in Aus-

tralia and Lithuania has been provided in figure 16 below.
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Fig. 16. GVA by manufacturing (mln) in Australia and Lithuania 2018-2020
Source: created by author based on Statistics Lithuania (2020), Australian Bureau of Statistics (2020)

It can be seen from the data in the graph above that Australia's manufacturing sector
provides substantial higher amounts to the country's economy in comparison to Lithuania de-
spite the drop in 2020 impacted by the Covid-19 global pandemic. The GVA to BVP by the
manufacturing sector in Australia was 110988 million AUD in 2018 and slowly declined
throughout 2019 and reached the lowest point, which was 108404 million AUD in 2020. In
comparison, Lithuania's GVA to BVP by manufacturing was 1986 million Euro in 2018 and by
falling in 2019 and 2020 reached 1836 million Eur in 2020. The evidence points to Australia’s
economy being superior to Lithuania's regarding manufacturing GVA data analysis despite the
declination during the worldwide pandemic that affected all the economies.

The conclusions could be made that Australia has a stronger economy in many ana-
lyzed factors, and investors should consider before deciding to invest. Additionally, these evi-
dences support this master's thesis idea that Australia could and should be used as an example
country for investment purposes.

3.2. Investors profile in Australia and Lithuania

To analyze the personal investment management selection topic and include the full
scope of it, the investors' profile research in Lithuania and Australia has been conducted; the
findings were presented and analyzed. First, to thoroughly research and obtain sufficient
knowledge about the context, the first step was to collect as much data as possible, and, in
Lithuania's case, there were not many articles or statistics available in this area. Lithuanian
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Statistic department has been contacted, and the information was received that currently there
has been no official research done by this authority and none of the data exists on the investors'
profile, personal investment, or female investment decisions matters. The logical decision was
made to use the publicly available information on this topic.

The first research was conducted by "INVL Asset Management" and published on their
website (Invalda, 2017). This research took place in 2017 and included 1011 Lithuanian resi-
dents between 18 and 75; it was most informative and thorough, besides including gender dif-
ferences and priorities. The main topic that has been assessed during this research is the differ-
ence between female and male investment and pension choices. The main discovery presented
by "Invalda” is that Lithuanian women investors profile tends to be more conservative than
men; additionally, females tend to choose to save rather than investing. The subject of pension
has been discussed to substantiate these findings, and the summary of findings was presented.
It concluded that a higher percentage of female participants - 48,5 % stated that to keep living
in dignity during their pension time, the compensation itself should be equal to the current sal-
ary, whereas 39,7 % of the male had expressed the same aspiration. Women also tend to lean
towards the safer side while asked about savings management habits. The data from this survey
has shown that in their opinion (33,5 % of respondents), people should start saving for their
retirement from age 19-25, and 8,1 % of female questionnaire partakers suggested that the age
should even be 18 years old. In this case, male participants were a bit more nonchalant and 19
to 25 years as an age point to start putting money aside for this purpose chose 28,9 % and 6,6
% 18 years old. However, the opinions almost coincide with starting to save for retirement at
age 26-35 years old and continually differed on the oldest age to be 36-45 years old and chose
16,1 % male and 13,5 % females. The other important findings have been presented during this
research are more women (36,1 %) than man (32,7 %) are expecting to be able to use money
from their retirement or pension funds, majority of participants are planning to use the funds
for their retirement from "Sodra" (female - 89,8 % and male - 88,7 %) and working during their
retirement are planning 19,6 % of female and 20,8 % of man. The interesting fact is that more
male than female participants plan to live from their savings once the retirement period comes
- 35,5 % and 30,9 %, respectively. Regarding the investment subject, females were presented
as more restrained since 14.3 % responded positively to the question of whether they invest; as
a comparison, 18,7 % of male respondents answered the same. Women investors could also be
called more careful once it comes to the invested amount since more of them agreed that it

consists of 20 Eur - 12,5 %, respectively 4,8 % males choose the same option. Male investors
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preferred to start with 51 to 100 Eur investment funds - 37,5 % and 27,1 % females. A similar
percentage of participants declared that they invest between 21-50 and 101-200 Eur per month.

Lithuanian investors' profile has been analyzed in-depth in 2013 by L. Macijauskas,
and the research findings have been publicly published on Investavimas.It webpage (Macijaus-
kas L., 2013). The survey took place for four months, and 426 Lithuanian residents participated,
the sample size of 100 answers has been selected for further analysis with 95 % of confidence
level and 5 % as an error tolerance level. 65 % of the investors were males and 35 % females.
Other demographic details included 25 years old and 39 participants, 26 to 40 years old 39 and
more than 40 years old 22, respectively. All participants responded to having higher education
or profound knowledge about the investment strategy or investing itself.

Since the survey has been conducted before Lithuania adopting the Euro, which took
place in January 2015, the investment amounts have been indicated in litas. After Lithuania
changeover to Euro litas was pegged to the euro at 3.4528 litas to 1 euro, from the presented
data could be assumed that most of the survey participants (46) have invested around up to
10000 Lt (~2900 Eur), the second most popular amount was between 10000 ((~2900 Eur) and
100000 (~29000) that 37 people invested and only around 16 Lithuania's residents from the
survey invested over 100000 (~29000).

Evaluating the familiarity with the main investment tools, it can be seen that survey
participants have the most knowledge about investment funds and, in contrast, lacks an under-
stating of derivatives and stock exchange-traded funds. Furthermore, regarding the knowledge
of other financial investment instruments, the research pointed out that investors in Lithuania
are the most familiar with money market instruments and stock/ shares investment; on the con-
trary, the expertise in commodities gap has been revealed.

The investment options have been divided into saving, for instance, cash, deposit,
bonds, etc., or risky - shares/ stocks, commaodities, real estate, and so on, and the respondents
were asked how they distribute the investments in their portfolios. The replies are presented in

picture 17 below:
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Fig. 17. Investment distribution in Lithuanian investors’ portfolios

Source: Macijauskas (2013)

In support of the picture above could be declared that most of the survey recipients'
portfolios include 80 % risky and 20 % non-risky investment options; hence, the conclusion
could be made that Lithuanian investors tend to choose higher-risk investment options. How-
ever, contrasting data has been provided regarding female personal investment strategy, which
states that men chose risky investment portfolios one point six times more often than women.
This information leads to the assumption that Lithuanian female investors lean towards safer
investment options. The other point that has been presented, and it supports this supposition, is
that women choose a 100 % safe investment portfolio structure as a personal investment strat-
egy twice more frequently than a 100 % risky portfolio option.

To paint the objective, Lithuania's investors' profile is necessary to introduce other
aspects of investor's behavior - expected profit and risk tolerance level. Lithuanian investors
seemed to be optimistic, and their expectations of the invested fund growth were between 4 %
and even 16 %. However, the majority (33 %) of the recipients were realistic and forecasted to
grow around 4 % to 8 %.
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Fig. 18. Lithuanian investors investment return expectations in 2013

Source: Macijauskas (2013)

The risk perception was comparably high as well; most of the investors confirmed they
could afford to lose around 20 % or the invested funds; for 24 % of participants, this limit was
constituted around 30 % of the invested amount, 10 % of the survey contributors would accept
50 % loss of the investment, and 50 % loss could be acceptable to 16 % of investors, whereas,
to lose 10 % would afford almost the same amount of participants - 17 %.

This survey has revealed that in 2013 in Lithuania, investors were more likely to be a
man than women, had a high level of confidence in their investing knowledge, which grew in
parallel to portfolio risk, were quite risk-tolerant, and expected to gain medium to extremely
high returns from self-build portfolios using independently selected investment instruments. On
the other hand, female respondents were more restrained regarding investing - less of Lithua-
nian women choose to invest; their portfolios were less risky.

The other research was organized and presented by such financial institutions as
Swedbank, SEB Bank, and Bank of Lithuania. Bank of Lithuania has performed detailed re-
search and analysis of investors and securities traded on Nasdaqg Vilnius Stock Exchange in
March of 2020. As it is published on the bank's official website: "By disclosing data to the
public, we aim to increase the transparency of stock exchange trading further and provide mar-
ket participants with an additional tool for analyzing securities trading” (Bank of Lithuania,
2020). This research exhibited that in 2019 at least one transaction was performed by 8,813
investors, the absolute majority of them were local investors and constituted 8,204 whole num-

ber of participants, and it accounts for around 0,29 % of Lithuanian residents.
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Research that has been introduced by Swedbank (Swedbank, 2020) and SEB Bank
(SEB Bank, 2020) reveals that saves around 40 % of Lithuania's residents; however, the number
as well as savings amount slightly increase during the Covid-19 pandemic and currently, it
constitutes over 20 % of the salary. Alternatively, the results have reported that only around 2
% of the Lithuanian population selects investing as the finance management technique. Inves-
tors tend to choose less risky investment options and incline to use financial advisers instead of
investing independently. Additionally, the information was provided in the articles mentioned
above that 4 % returns are counted as sufficient.

Overall, the assumption could be made that Lithuanians prefer to save than invest, and
if they do invest, the first choice is a safer investment option with lower returns than high earn-
ings and risky investment. In addition to that, as the main financial goals, Lithuanians indicated
financial reserve and dignified retirement. Females seem to be more reserved than males when
the financial topic is introduced. These researchers' women in Lithuania make more conserva-
tive decisions on investment and savings compared to a man.

To investigate the investor's profile in Australia, several kinds of research have been
conducted during the last ten years. The most comprehensive reports have been published by
the Australian Securities Exchange institution in 2014 and the latest in 2017.

"The Australian Share Ownership study" has been conducted in 2014 to provide an
insight into retail share market investor's knowledge and practices in Australia (Australian Se-
curity Exchange, 2014) and included 6409 adult participants. The research was focused on the
share investing category, and it revealed that around 36 % of Australian residents were investing
in shares. Going forward, the main share ownership allocation discoveries revealed that the
majority of shareholders (26 %) preferred the direct investment option, 3 % chose indirect only,
and 7 % owned a combination of direct and indirect shares. Additionally, shareowners were
distinctly concentrated on domestic shares, with only 13 % of all investors investing in interna-
tional shares. Besides, the direct investment portfolio examples included shares of the company,
other investments, and derivatives bought on a stock exchange, and in addition to that, many
participants hold residential or other type investment property. The overall distribution of Aus-

tralian investor's investments strategy has been displayed in figure 19 below.
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Fig. 19. Australian investors direct and indirect investment distribution

Source: Australian Security Exchange (2014)

Other investment and derivatives options included 1.8 % of A-REITs, 1.4 % of Op-
tions, 1.3 % of ETFs and Infrastructure Funds, 1.1 % of LICs, 0.9 % of Hybrid Securities, 0.7
% of Bonds (Govt and Corporate), 0.6 % of Futures, 0.6 % of CFDs and 0.6 % of Instal-
ments/Warrants. The details of Australian investors’ portfolios revealed that there is a wide
selection of investment options available for direct investment in Australia; the investors choose
not very much diversified portfolios and share investing goes parallel with property investing;
besides, investors rather choose domestic shares than international to build their personal in-
vestment strategy.

Aspects introduced by the Australian Security Exchange study related to gender data
was similar to Lithuania’s and revealed that men are more likely to invest than women. Of all
adult Australian males, 38 % are direct shareowners, whereas of all adult Australian females,
27 % are direct shareowners. Among the 33 % total direct shareowners that have been men-
tioned above, 57 % are men and 43 % women.

Another interesting fact the research revealed was that education level as well as in-
come correlated with each other and with the investing process. For example, the higher the
education, the more likely the person will invest, and if Australian residents earn a higher salary,
they will presumably become investors.

The most recent research was conducted by the Australian Security Exchange (ASX)
(Australian Security Exchange, 2017) in 2017. This study has concentrated on detailed investor

profile analysis, which painted an accurate picture of the investment choices made by males
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and females to gain additional earnings. There were 4000 study participants, and based on
whether they invest or do not invest, they have been divided into two groups - investors and
non-investor. During this research, 60 % (2391) of the respondents were investing, and 40 %
(1609) were not.

Going further, all participants from previously mentioned groups strategically were
observed in a more detailed analysis, and based on their answers; each has been split into two
more segments:

1. Investors:

e On-Exchange
e Other
2. Non-investors:

e Lapsed
e Never invested
On-exchange, investors hold investments available on the financial exchange, and an-

other type of investors chose different investment options. Non-investors were separated into
lapsed, which means, stopped invested for different reasons but used to do this before and never
invested. Among all investors having a personal investment strategy is investing in on-exchange

listed financial investments 44 % were man and 31 % women.

25%

62%
75%

On-Exchange investors = Other investors Lapsed investors = Never invested

Fig. 20. The detailed view of respondents’ investment preferences
Source: created by author Australian Security Exchange (2017)

This division introduced the study from a different perspective and allowed to deeper
understand Australia's investors profile. As per the data in the pictures above, the assumption
could be made that a higher number of survey participants chose to invest to gain additional
earnings; besides, 62 % of all respondents preferred the exchange market as an investment tool.
Simultaneously, 38 % had chosen other investment alternatives, such as various funds, cash,
property, and others. This diversification in investor's selections could indicate Australian ven-

ture capitalist's wide knowledge about the investment products and the broad availability of
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investment tools accessible in the country. Concerning lapsed investors, the study showed that
84 % are planning to return to growing the additional funds by investing shortly.

The detailed investors profile research presented by ASX participants has been parti-
tioned by age into three main groups. The first group was called the "Next-generation," and it
included 18-24-year-old investors, the second - "Wealth accumulators™ - 25-59-year-old, and
the third one was named "Retirees” and referred to 60 and over year-old respondents. The ques-
tions related to three main financial goals, the expectation of financial returns, the risk reluc-
tancy level, and investment portfolio structure have been presented to be answered by the sur-
vey participants whose investors were already. The other part of the questions regarding Aus-
tralian investors' profile was related to the personal investment strategy preparation, and the
answers to questions such as using the financial advice, artificial intelligence tools as advisors,

and trading methods were required. The summary of this part of the research has been given in

tables 4 and 5.

Table 4. Australian investors profile - financial goals, risk, return and portfolio structure

18-24-year-old inves-
tors

25-59-year-old investors

60 and over years old
investors

Main financial
goals

1.Accumulating wealth
2.Saving for a home de-
posit

3.Saving for travel

1. Planning for retirement
2. Accumulating wealth
3. Supplementing current
or future income

1. Planning for retire-
ment

2. Supplementing
current or future income
3. Accumulating wealth

Return expec-
tations

~82%

~9.2%

~8.0%

Risk appetite

81 % would like to get
guaranteed or stable re-
turns

67 % would like to get
guaranteed or stable re-
turns

60 % would like to get
guaranteed or stable re-
turns

Investment
portfolio

* 44 % hold cash

* 31 % hold shares

25 % hold investment

property

» 22 % hold other in-
vestments on-ex-
change and derivatives

* 53 % hold cash

* 51 % hold shares

» 42 % hold investment
property

* 25 % hold other invest-
ments on-exchange and
derivatives

* 68 % hold cash

* 58 % hold shares

* 26 % hold investment
property

* 18 % hold other invest-
ments on-exchange and
derivatives

Source: create by author based on Australian Security Exchange (2017)

Table 4 shows that the main financial goals adjust during the life cycle and the priori-

ties differ based on age. Since the middle group, which started to be neither young nor retired

investors, is quite broad and included 25- to 59-year-old participants, the data which falls under
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this segment is related to both - first and the third groups. For instance, the youngest and middle
investor's targets were concentrated towards wealth accumulation; in contrast, people closer to
retirement or already retired prioritized planning retirement and supplementing their income.
However, second group investors also set their goals similar to the third group and, by choosing
to invest, were expecting not just to earn additional financial benefits but to prepare for retire-
ment and subsidize their current or future incomes.

The further instance of this research disclosed that the biggest return on the investment
has been being expected by investors between 25- to 59-year-old, and the highest return expec-
tation could be seen in youngest participant group answers. This study also suggested that the
first group participants gave priority to cash holding as an investment, seconds most popular
selection between 18-24-year-old participants shared, and investment property with other in-
vestment options hold on the exchange including derivatives were third and fourth pick, respec-
tively. On the other hand, the second group holds cash and shares in almost the same amount -
53 % and 51 % cash being slightly more favorable investment option, investment property con-
stituted to 42 % which is very high comparing to the first group and other investments were the
least favorite, only 25 % of respondents answered owning such kind of investments. Further-
more, the third group with participants age 60 and over prioritized cash holding; perhaps, this
choice might be established relying on this investment liquidity property. Additionally, 58 %
hold shares and 26 % and 18 % own property or other on-exchange investments accordingly.

Introducing the research's return segment should be mentioned that the lowest number
of participants that were expecting stable or guaranteed returns were in a group of age 60 and
over. This might be related to realistic calculations based on previous experience. The results
stated that 81 % of the first group of age 18-24 and 67 % of the second group of age 25-59 were
expecting the same risk accordingly. The study also suggested that Australian females were
more risk-averse than male investors and only 26 % of women investors were willing to accept
higher fluctuation in return or possible loss in their investments compared to 40 % of male
investors. The introduction of this fact acknowledges that female investors differ from males
and choose safer investment options rather than risky ones.

The next table reveals how Australian investors select their investment options in ad-

dition to the information provided.
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Table 5. Australian investors profile and financial advice.

18-24-year-old inves-
tors

25-59-year-old inves-
tors

60 and over years
old investors

Use of financial advice

37 %

44 %

52 %

Main reasons for using
financial advice

1. Obtain advice tailored
to their personal circum-
stances

2. Get investment ideas
3. Help them diversify
their portfolios and min-
imize risk

1. Obtain advice tai-
lored to their personal
circumstances

2. Help them diversify
their portfolios and
minimize risk

3. Gain access to in-
vestments they would
otherwise not

be aware of or able to
access

1. Obtain advice tai-
lored to their personal
circumstances

2. Help them diversify
their portfolios and
minimize risk

3. Help them navigate
the administrative and
tax requirements of
investing

Use of robot advice

Trading methods of in-
vestors that have
transacted in the past
12 months

15 % would use, 28 %
would not, 43 % are un-
sure

1. 42 % used a non-ad-
vice broker or online
trading platform

2. 36 % used an advice
or full-service broker

3. 24 % used a financial
planner

13 % would, 29 %
would not, 58 % are
unsure

1. 65 % used a non-ad-
vice broker or online
trading platform

2. 21 % used an advice
or full-service broker
3. 18 % used a finan-
cial planner

4 % would use, 41 %
would not, 55 % are
unsure

1. 69 % used a non-
advice broker or
online trading plat-
form

2. 21 % used an ad-
vice or full-service
broker

3. 13 % used a finan-
cial planner

Source: created by author based on Australian Security Exchange (2017)

The evidence presented in Table 5 points out that the search for investment advice has
grown respectively to survey participants age and the 52 % from the third group answered pos-
itively to the question of whether they are seeking some advice before choosing the investment
option. The main reason provided by all groups for seeking and using the financial advice was
to obtain advice tailored to their personal state of life; the second most popular intention be-
tween groups was portfolio diversification and risk minimization. The aims that split between
all groups were the first group thought it is important to get some advice to create investment
idea, the second group believed it was an option to access the investments they would not be
aware of or would not be able to approach. The third group singled out that the investment
advice was necessary to navigate the tax and administrative requirements. Overall, all the par-
ticipants suspiciously evaluated the robot's advice, and most chose to invest via a non-advice
broker or online trading platforms. The second and third choice of investment assistance for all

age groups was full-service brokers and financial planners.
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In summary, the Australian Security Exchange investor profile study conducted in
2017 reported Australians to be active investors and as a main personal investment strategy to
choose various financial instruments available on an exchange or hold cash as a more liquid
investment. They also expected medium or low returns in an average of 8.5 % and get more
risk averse as well as tend to seek financial advice with age. The main goals of becoming an
investor were wealth accumulation or retirement funding; additionally, the most popular invest-
ment approach was a non-advice broker or online investment platform. Regarding female and
male investment strategy difference - men invested more often than women, and female inves-
tors were more likely to be risk-averse than male investors.

In support of the evidence that investment decisions differ among female and male
investors, the elaboration of Australian female investment behavior has been presented in sev-
eral research and articles (Rapaport, 2020; Investment Trends Pty Ltd, 2019) has been analyzed.
The main reasons that are related to negative influence have been introduced by one of the lead
women and finance research in Australia (Hartge-Hazelman, 2020) why female choose to invest
less often, invest smaller amount and choose safer investment options compared to man was
the influence of existing gender inequality and gaps in pay, superannuation, employment, un-
paid labor and lack of female employees in leadership positions including diversity shortage.

The information presented in research and articles publicly available in Australian me-
dia reveals that female investors number is growing and, based on answers provided by women
who participated in research and has been interviewed by journalists, this is due to the infor-
mation available on social media as well as investing into familiar companies. For instance, as
a part of the investment portfolio, women select the company which product they use and be-
lieve that this company will do well in the future. The other aspect disclosed was that females
choose safer investment options with guaranteed returns, such as cash, which included high-
interest savings account and term deposits, and investment options that provided fixed interest,
such as government or corporate bonds. Studies additional suggested that on-exchange invest-
ing could be described as a male-dominant investing area as 58 % of them choose this higher
volatility and risk investment option, which is not surprising having the information on female
risk averseness.

Regarding the Covid-19 situation, the research conducted by ASX (Australian Security
Exchange, 2020) has introduced the fact that in 2020 there were 46 % out of all population who
invested, 42 % of all investors were females, the number has grown compared to the 2017
survey results, 28 % of all investors changed their retirement plans during Covid-19 pandemic,

54 % of investors made adjustments to their investment portfolios, 17 % have invested all their
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spare cash, 64 % of investors said they would accept high or medium variability for the poten-
tially high returns, 36 % prioritized stability of the dividends and 31 % they are concentrated
on the portfolio diversification to prevent volatility and accumulate higher profit.

In summary, the investor's profile analysis revealed that Australians had higher acces-
sibility to a wider variety of investment options; besides, a higher number of females were
investing to accumulate wealth than in Lithuania. Also, Lithuanians tended to save rather than
invest, and if they did invest, they were choosing higher-risk investment options and expected
high returns; the percentage fluctuated between 4 % and over 16 %, whereas Australians chose
to invest more often and selected less risky investment strategies such as cash to constitute for
the major part in their investment portfolio with the expectation of ~8.5 % of the return. How-
ever, risk averseness, investment strategy creation, and return expectation depended on the
country's age and gender. Regarding the Covid-19 situation, based on the available surveys and
research, the main difference was that Lithuanians started to save more and become slightly
more financially responsible. Australians made changes to their investment portfolios, pension

funds, and even invested their spare cash.

3.3. Comparison of financial literacy level and financial education accessi-

bility in Australia and Lithuania

In the theory part of this master's thesis, it has been established that financial education
and financial literacy take a crucial role in everybody's life. The quality and well-being of a
person's life depend on the level of finance, economic, and investment understanding since it is
directly related to managing money and plainly presented, makes them work for once needs.

Based on the results presented at Global Financial Literacy Survey (The Standard &
Poor's Ratings Services, 2015) in 2015, the key findings included the astonishingly low level
of financial literacy among the worldwide participants, the surprising fact that inflation and
numeracy were the most understood concepts. In contrast, the risk diversification was unde-
servedly neglected; moreover, the young people group was declared a vulnerable class, and the
concentration should be placed on education programs dedicated to improving this group's fi-
nancial knowledge and literacy. Lastly, the most related to this paperwork; hence, the most
significant discovery women's financial literacy levels were lower than men. There was also
mentioned that females had weaker financial skills despite the country's economy, age, educa-
tion, or income. As this report and other prior studies that have been analyzed during this re-

search have noted the importance of the inequality issue among gender in the finance field,
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therefore, it is useful and important to study, analyze, evaluate, and find the possible solution
to reduce the gender gap in financial literacy and education area.

Another aspect related to this thesis, presented in the Global Financial Literacy Survey
report, was the percentage of financial literacy and education among Lithuanian and Australian
adults. The document declared that 39 % of Lithuanians were indicated as financial literate; in
contrast, Australia has been selected as one of the countries with the highest literacy rates glob-
ally, and its financially knowledgeable residents substituted for 64 % out of all Australians.
This difference could be taken as a clear indication that Lithuanians could use Australia's meth-
ods of education and financial literacy presentation to society and level of availability as an
example and implement changes to the current system based on good practice method.

A few questions related to the topic have been included in the questionnaire to compare
the differences between Australian and Lithuanian female economic and financial knowledge
and to research female financial literacy and education level profoundly. The collected data

results have been introduced in the figures 21 and 22 below.
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Fig. 21. Self-evaluation of knowledge level in finance area by Lithuanian females

Source: created by author

As can be seen from the graph above the confidence level between women in Lithuania
in their financial knowledge grew in correlation to age increase, however, on average Lithua-
nian females evaluated their financial literacy as the medium level. This conclusion could be

made based on most of the participants replies to self-evaluation question on how much
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knowledge do you have in investing and finance areas where most popular selection was 3 out
of 5.
The other data source graph 22 has been dedicated to the same question answer results

among Australian females.

22

17

11

1 2 3 4 5
<25 m25-40 m40-60 60 >

Fig. 22. Self-evaluation of knowledge level in finance area by Australian females

Source: created by author

Based on the outcome represented in the graph above, the assumption could be made
that Australian females believe that they are well knowledgeable in the finance and investing
field as most survey members selected 4 out of 5 while evaluating their understanding of fi-
nances and investments.

The next part for which the data was collected using the survey was the query where
this understanding and knowledge of finances were received. The summary of the answers re-
vealed that around 35 % of Lithuanians answered that they have gained their understanding in
finance and investing fields from their studies such as high school, Bachelors or master’s de-
grees, one participant, was a Ph.D. holder in Economics. In comparison, only 20 % of Austral-
ian females who participated in this survey obtained their financial literacy from formal educa-
tion, and they rather attended additional lectures, courses, or training provided by the govern-
ment, their company, or purchased independently. The common ground on the subject and one
interesting finding are that most participants said they were seeking the financial, economic,
and investing intelligence independently by reading magazines, books, or watching related vid-

€0s.
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The main assumption that could be made based on this survey results is Australians
attend more courses whereas Lithuanians either graduate from a formal education institution or
do not pursue financial knowledge; thus, a higher percentage of the female participants claimed
to have a greater level of knowledge in a field compared to Lithuanian women. The other dis-
turbing finding is that global financial literacy results evaluated the overall Lithuanian popula-
tion as less than a medium level of financial literacy. On the contrary, Australia’s residents were
evaluated as one of the most knowledgeable in this area among all the world countries. Based
on the results of the findings revealed in this section, the conclusion could be made that financial
literacy is a major issue among Lithuanians, they lack the knowledge in this field, and changes
should be implemented to improve the situation. After comparing Australia and Lithuania based
on financial education and literacy level, the evidence leads towards the suggestion that Aus-
tralia could be used as an example for the development of the financial education stimulation

plan and state improvement in Lithuania.

3.4. Personal investment strategies among women in Lithuania and Aus-

tralia

Taken together the information provided during this research, it is now well estab-
lished that the economic situation and investors profile and financial literacy and education
levels vary among Australia and Lithuania. Previous studies have also explored and established
differences between female and male personal investment strategy management processes. In
addition to this knowledge, some evidence suggests that the personal investment method is
altering throughout the phases of a person's life and could be developed based on age, risk
perception, and needs. During this thesis section, personal investment strategies among Lithu-
anian and Australian women have been distinguished, analyzed, and compared. Furthermore,
suggestions for preliminary female investors' plan has been introduced based on previous re-
search and using Australian women investing examples as a good practice method.

To analyze the current workforce structure and overall environment that affects one's
ability to invest, the questions have been prepared and distributed through the questionnaire to
Australia's and Lithuania's females. The first question that will be used to provide demographics
data was related to the workplace, and it reflects the ability to get earnings. The results of the

division of employment options have been indicated in figure 23 below.

65



19%
Student -

Working for the 47%

compary e

. 26%
Have my own business -
. 8%
Retrired -
0% 18% 35% 53% 70% 88%

Australia m Lithuania
Fig. 23. The division between employment options among Australian and Lithuanian females

Source: created by author

It is apparent from the graph above that most Australian females have been studying
to improve their current skills and working for the company, almost as half as much as working
for the employer also owns their own businesses and only 8 % of respondents has been retired.
It is worth mentioning that around 50 % of respondents were involved in two activities at once,
for example, working for the company and owning their own business, owning the business
during the time of pension, or studying while working for the company or running their own
venture. In contrast, Lithuanians mainly chose to be involved in one activity at once, unless
studying while working for the employer. Based on the introduced results, the assumption could
be made that it is important to understand whether there is a connection between one activity
and the number of funds.

Keeping in mind the results from the first question, the second step in parallel was to
analyze Australian and Lithuanian females’ average earnings to determine the capability to in-
vest or choose a different investment approach. The specific question and a set of possible an-
swers have been created to collect the data. Based on the replies of the survey participants, the
information has been collected, and the results have been introduced in the chart below:
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Fig. 24. Salary ranges among Australian and Lithuanian females
Source: created by author

The pie chart above illustrates the difference between Australian and Lithuanian wom-
en's salaries. The majority of Australian females who responded indicated their salary to be
over 5000 AUD, which is currently equal to approximately 3067 Euros, whereas most Lithua-
nian female survey participants specified their average salary to be between 1000 and 3000
euros. These results reveal that it should be the case that Lithuanian women's salaries tend to
be considerably lower compared to Australians. The most obvious finding to emerge from the
analysis of the responses is that the biggest possible issue regarding personal investment strat-
egy creation for Lithuanian females would be the lack of available supplementary funds dedi-
cated to investing purposes.

The next step was to analyze current personal investment strategies among women and
their management tendencies. This would allow analyzing the main distinctions in both coun-
tries and generate a broader view that will support this thesis's future steps. To do so, the other
question asked the survey participants what investment options they prefer as of the present
day. The main findings have been presented in graph 25 below to compare Australian and Lith-
uanian female respondents’ differences.
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Fig. 25. Personal investment option selections among Australian and Lithuanian females

Source: created by author

The light orange bars of the graph illustrates the breakdown among Australian female
investment instruments, and the dark orange shows the responses provided by Lithuanian
women. What stands out in the graph is that Australians were more likely to invest overall than
Lithuanians, and the main reason that could be seen from the evidence above is the variety of
available investment instruments in the country. As an example, the simplest investment op-
tions savings account could be taken. Since in Australia, there is a possibility to get interest
rates if you are holding your money into a savings account and it could be as high as 3 % per
month, many females, who tend to place their funds into as safe as possible investment instru-
ment prefer this opportunity. The second most common investment alternative is real estate, the
third pension funds, and the fourth commodities. In comparison, Lithuanians choose to invest
in life insurance, pension funds, real estate, commodities, or savings accounts. The reasons for
these selections could be the education and information available in the country on each of the
investment instruments and uncomplicated as possible availability to access these investments.
However, the other investment options that have not been introduced in the question mentioned

by the participants as additional selections were introduced in Table 6 below.
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Table 6. Other personal investment option selections among Australian and Lithuanian females

Australians Lithuanians
Annuities, P2P, REITs Cryptocurency
Australian gems, annuities, LICs and REITs Education
buy stuff cheaper on Gumtree and resell for higher amount My health
Cryptocurrency Mutual borrowing platform
Fintech products such as bitcoin, crowdfunding also currency exchange Savings
| buy and resell old furniture
P2P and REITs
Startups, art, wine

Source: created by author

As can be seen from the table above, Australians do invest in wider investment instru-
ments; this leads to expansive abilities to earn more and opportunities to develop extensive
skills and understanding of investment tools and options.

To clarify the main reasons why Lithuanian females hold back reading investing com-
pared with males from the same country as well as females in Australia, the other set of ques-
tions has been created, and the collected data has been summarized. The main findings indicated
that Lithuanian women rather choose to save than invest, and the fundamental reasons for that
were either lack of the knowledge and understanding of the investment tools or lack of side
funds that they could afford to lose since investing inseparable from risk. The percentage dis-

tribution of the Lithuanian female responses has been presented in graph 26 below.
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Fig. 26. Reasons for not investing among Lithuanian females

Source: created by author

The main reasons for not investing among Lithuanian females have been lack of
knowledge about the subject 38 % out of all responders that answered they are not investing
selected this option, but the most important impact to the choice has been made by lack of
money as 43 % of females selected this as the main reason.

Overall, these survey results provide important insights into the comparative analysis
of personal investment strategies among Australians and Lithuanian females. The data collected
by the first couple of questions indicated that most Australian females tend to participate in
several activities at once that generate returns; hence, their salaries and funds are relatively
higher than Lithuanian women. The second important finding was that there is a broader selec-
tion of investment tools; consequently, Australians are familiar with a substantial variety of
investment instruments, and women in this country invest in diversified investment instruments.
The most significant discovery established in this section of the thesis was that Lithuanian fe-
males chose not to invest due to the lack of additional funds and the shortage of financial

knowledge, such as understanding investing processes and investment tools.

3.5.  Proposal of personal investment strategy for each target group in Lith-

uania

Based on the previous literature review and data analysis, the main target groups have
been formed based on women age range and to prepare the proposition of possible investment
portfolio scenarios, females have been categorized into age groups of less than 25-year-old,
between 25 and 40, 40 and 60, and 60 and over. These age ranges have been selected based on

a theoretical framework that has been presented, discussed, and analyzed in the theory part of
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this paperwork. The main idea that has been outlined in the literature analysis part regarding
portfolio formation was that it had been suggested that investors' preliminary portfolio risk and
instruments selection must be established based on the investor's age and current life cycle
whereabouts.

The second parameter that needed to be set was the amount designated for investing
purposes by Lithuanian female participants in this portfolio creation and distributed among in-
vestment instruments in the dedicated portfolios. Since the data presented in the survey stated
that most of the Lithuanian females, 52 % of the respondents, earn an average salary between
1000 and 3000 euros and other responses revealed that they averagely save between 20 and 30
% of the salary, it could be assumed that the amount which could be dedicated to investments
would be 6000 Euros yearly. The third requirement for the substantial and robust portfolio con-
struction is to understand what the clients are, in this case, females in Lithuania, investing needs,
and how they imagine the main benefits they want to receive by choosing to place their funds
into investment instruments. During the survey dedicated to understanding Lithuanian women's
future investor's goals, the survey participant responses were analyzed by applying Garret's
ranking technique (Dr. Dhanavandan (2016)). The majority of the respondents lined up their
preferences, as presented in the table below.

Table 7. Investment priority ranking among Lithuanian females

Age Risk manage- | As high as pos- | High return, Longer period, | To start with
Groups | ment sible return short term, no | but stable re- | the smaller
matter the risk | turn amount of
money
<25 2nd 1st 3rd_4th 5th 3rd_4th
25-40 2nd—3rd 1st 5th 4th 2nd_3rd
40 — 60 2nd 3rd 5th 1st 4th
60 > 1st 2nd 3rd 4th_5th 4th—5th

Source: created by author

As can be seen form the table above the most important concern regarding the invest-
ments fluctuated for different age groups. However, as one of the highest concern risk manage-
ment has been selected in line with as high as possible returns. If the results divide by the age
group the pattern could be determined that participants who were the age of 25 or less were
equally distressed about the risk management, starting with the smaller amount of money as

well as earning either stabile returns during the stretched period or high returns in a short term
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no matter the risk. The main exclusivity that appears in this group compared to other age groups
is almost equally distributed preferences that could lead to the assumption that by age until 25
investors are non-risk averse, has less funds to invest and are not concerned about the timing
during which the investment will mature and return the revenue. On the other hand, females in
the age group of 25 - 40 distinctively selected as high as possible returns and sufficient risk
management as the highest importance and high return in a short time despite the high risk as
the least important investment priority. In contrast, the age group that composed of women in
the 40-60 age range as a priority set stabile returns during the long term and well managed risk.
The last group of females in their sixties and older as the most important investment criteria
selected risk management and high returns, however, an opportunity to start with a small
amount of money as well as get high returns despite the higher risk.

Taken together, these results suggest that there is an association between age and risk
perception, priorities, and investment goals in general. Based on combination of the survey
answers provided by female participants from Lithuania together with the investment portfolio
scheme and examples presented in previously mentioned literature sources initial examples of

portfolios have been constructed and presented.

3.6. The portfolio formation for each target group in Lithuania based on

Nasdaq Vilnius exchange investment options

The last part of this thesis was portfolio formation for each target group based on the
female's age range and best-performing investment tools available on the Nasdaq Vilnius mar-
ket.

According to the previous research, the idea has been established that portfolio risk
level and investment tools included in the set of traded securities should be selected by the age
group. Therefore, it has been determined that the main portfolio types were to be aggressive,
growth, balanced and conservative portfolios. Additionally, the age groups were < 25, 25 - 40,
40 - 60 and 60 > accordingly. The main attribute for each of the portfolio types was as follows:
conservative - 50 % of bonds, 20 % of national and foreign stocks, and 30 % of short term
investments in this case cash; balanced portfolio consists of 40 % of bonds, 10 % and 50 % of
cash and variety of stocks respectively; growth portfolio included 70 % of mixed stocks, 25 %
of government and corporate bonds and 5 % of cash; and aggressive portfolio involved majority
of foreign and local shares - 85 %, 15 % constituted bonds and 5 % cash.

During the previous stage of this paperwork, it was formulated that based on Lithua-

nian females' survey answers, on average, they secure the payment of approximately between
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1000 and 3000 Eur; also, they save median 20-30 % out of this amount. These findings led to

the prediction that around 6000 Eur yearly could be used for investing purposes; hence, the

calculations and weights that have been introduced in the table below.

Table 8. Personal investment strategy for the portfolio construction

Weights Conservative Balanced port- | Growth port- | Aggressive port-
portfolio folio folio folio
Stocks 20 % 50 % 70 % 80 %
‘Bonds 50 % 40 % 25 % 15 %
Cash 30 % 10 % 5% 5%
Investment amount
(Eur)
‘ Stocks €1200 €3000 €4200 €4800
‘ Bonds €3000 €2400 €1500 €900
‘ Cash €1800 €600 €300 €300

Source: created by author

To select the best performing securities, one of the main Nasdaqg Baltic indexes con-
sists of the most traded and the largest shares available on the market - OMX Baltic Benchmark.
The list of available stocks that have been used in the portfolio creation included Lithuanian,
Latvian, and Estonian stocks. For the last 5 years, the historical data have been used for the
historical return calculation and to calculate and evaluate overall stock performance indicators.
One of the stocks has been removed as it has been added to the list only in 2020 and does not
have enough historical data to be evaluated and calculated - the company was Coop Pank. The
other exception was Novaturas stocks, which provided negative earnings results for the last 5
years and needed to be removed to improve overall portfolios’ performance. The list of the
shares that have been researched and used for the portfolio construction has been selected based
on the data available on Nasdaq Baltics (Appendix 2).

The first indicator of the stock performance calculated based on the available data were
monthly historical returns of the past five years and the correlation of these returns among each
other. The returns indicated whether sufficient future earnings could be expected based on the
past performance evaluation and the correlation indicated the relationship between the stock
returns. All the stocks mentioned in the table above had either medium or low positive and
negative correlation. This indicator showed that stock complimented each other or have gone

and opposite way regarding the returns, which lead to the conclusion that all the shares from
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OMX Baltic Benchmark could be used for the investment portfolio creation. The other indica-
tor, variance, has been used that reflected the amplitude of average monthly return scattering.
This meter showed stable and not too much fluctuating results, which lead to the assumption
that the returns were quite consistent; hence, it should be expected to continue being this way
for the future forecast year. One more indicator was the standard deviation of the monthly re-
turns, which have reflected the past risk of these investments. It fluctuated between 0,18 % to
11,70 % depending on the security in the past five years. The summary of these results has been
presented in the table below.

‘Table 9. Monthly stock performance during the last five years (2015-2020)

Stock APGIL |AUGIL |GRGI1L |HAELT |LHVIT |LNAI1L MRK1T
Monthly 0,18 % 0,69 % 0,85 % 1,85 % 1,92 % 0,16 % 1,24 %
Average re-

turn

Monthly Va- | 0,007 0,005 0,003 0,007 0,005 0,002 0,005
riance

Monthly 8,27 % 7,28 % 5,29 % 8,32 % 7,10 % 4,55 % 6,97 %
Standard de-

viation

Stock NCN1T |OLFIR PZV1L SABI1L SAF1R SFGI1T TALLT
Monthly 0,98 % 0,58 % 0,49 % 2,09 % 1,73 % 2,04 % 0,50 %
Average re-

turn

Monthly Va- | 0,006 0,004 0,003 0,006 0,013 0,010 0,006
riance

Monthly 7,54 % 6,54 % 5,95 % 7,51 % 11,37% 10,31 % 7,96 %
Standard de-
viation

Stock TELI1L TKMI1T | TSM1T | TVEAT

Monthly 1,49 % 1,27 % 0,31 % 0,71 %
Average re-
turn

Monthly Va- | 0,002 0,002 0,003 0,003
riance

Monthly 4,03 % 4,16 % 5,39 % 5,18 %
Standard de-
viation

Source: created by author based on Nasdag (2020)
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For diversification purposes and following previously introduced strategies, bonds and
cash have been included in the portfolio. Four best performing bonds, two Lithuanian govern-
ments, and two Latvian governments have been used as well as Euro as the cash investment.

The yearly returns - yields for bonds and average returns for Euro of the last 5 years were as

follows:
Bonds and | Lithuanian Lithuanian Gov, Latvian Gov 10-year | Latv Gov, 10,5-year
Cash Gov, 10Y Bond | 10Y Bond 61006 T-bond 58004 T-bond 58005
61005
Last Yield 0,24 % 0,5 % 1,8 % 3.9%
Euro (5Y) 2,46 %

Table 10. Bonds and cash yearly historical returns

Source: created by author based on Nasdag (2020)

Based on the collected and analyzed historical data and four selected strategies, Lith-
uanian females' investment portfolio based on the age group and risk perception has been con-
structed. Portfolio expected returns have been calculated using the average yearly return and
weight multiplication and adding the investment results. Furthermore, the portfolios' risk has
been determined by using the standard deviation of the same variables included in the portfolio.

The first portfolio has been dedicated to 25 and lower age groups and has been con-
centrated on returns rather than risk. This portfolio strategy is called Aggressive, and it seeks
to obtain as high as possible returns with inevitable higher risk. The portfolio weights have been
spread into 80 % for stocks - this 80% have been split equally among all the shares despite their
returns or risk, then 15 % have been dedicated to bond, that weighted in equal amount and the
rest 5 % used for the liquid investment - cash and in Lithuania's case Euros, for which return
has been calculated based on their exchange relation to USD. The detailed division of the in-
vestments in the Aggressive portfolio have been introduced (Appendix 3): Based on the pro-
vided calculations the overall yearly expected returns established using historical data of the
Aggressive portfolio were 10.53 % and the expected risk should be around 10.54%. The main
character of this portfolio type is the risk is highest; however, its earnings are substantial com-
pared to other investment portfolio types.

For Lithuanian females between 25 and 40 the Growth portfolio has been dedicated and it
consists of the same investments as in Aggressive portfolio, however, the weights have been
assigned in different manner. Shares substituted for 70 %, bonds 25 % and cash 5 %. The cal-

culation of the expected investment portfolio performance based on historical data has been
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done (Appendix 4). The Growth portfolio expected returns were 9.42 % which is slightly lower
than aggressive, however, the risk is smaller as well and has been expected to be around 9.23
%. The main trait of this portfolio is that the forecasted yearly earnings are still immense, but
the risk is already slightly lower in comparison to the most risky — Aggressive portfolio type.

The third, Balanced portfolio, has been dedicated to women in the age group of 40-60
and its’ returns are slightly smaller, however, the risk is lower as well. The calculations have
been done and the assumptions introduced (Appendix 5) that revealed this portfolio offers 7.30
% expected yearly returns with 6.78 % of expected risk. Based on these estimations Balanced
portfolio provides medium returns facing average risk compared to Aggressive and Growth
investment portfolios. Since during the survey Lithuanian females of age between 40 and 60
expressed their concerns for the risk management and specify the long time period as posible
option if it would guarantee stable returns this type of portfolio alows to earn reasonable returns
with lower risk; hence, meets the expressed requirements.

The last portfolio has been designed to satisfy the needs of females in the age group of
60 and over, which based on many theories and market examples, should be concentrated into
risk hedging instead of high returns. That is the main reason why this portfolio consists of as
high as 50 % of government bonds and only 20 % of shares and involves a big share of cash
investment to be highly liquid in case if needed. The Conservative portfolio calculations were
done, and the results introduced (Appendix 6). The investment portfolio expected returns were
4,08 % and the risk accordingly should be expected to be approximately 3,57 %. This type of
the portfolio had the lowest risk; hence, steady returns and adhere to the main women of age 60
and over prerequisite — concentration on risk management.

In the previously analyzed theory and research parts, the assumptions have been intro-
duced that the risk perception should become lower in correlation with aging. Based on the
research conducting during this master’s thesis, after analyzing Australian females’ investment
strategies, the findings were positively confirming these hypotheses; hence, the investment
portfolios have been constructed to comply with these conclusions. Each of the portfolio types
has been adapted to the Lithuanian females based on their age groups and requirements ex-

pressed during the survey.
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CONCLUSIONS AND SUGGESTIONS

This thesis aimed to analyze current investor's profiles in Lithuania and Australia and
identify the main differences among all investors. The next step is to research and analyze the
data segregated by gender to distinguish the main differences regarding personal investment
management among male and female investors. The second goal was to introduce and research
the personal investment strategies among women in Lithuania and Australia and prepare the
comparative analysis to include the financial literacy aspect and its possible impact on the in-
vestment choices. The third task was to prepare the preliminary personal investment strategy
proposal for each target group in Lithuania using the investment strategies available in literature
sources and Australian female investment examples' good practice method. The last aim was to
construct the preliminary personal investment portfolio for each female target group in Lithua-
nia based on Nasdaq Baltic's best-performing investment instruments and in line with a firstly
created investment strategy.

The main limitation that appeared from the beginning could also be viewed as an op-
portunity, and it was the lack of available data and surveys on personal investment topics in
Lithuania. After contacting the Lithuanian Statistics Department and receiving the confirmation
that they do not collect or hold this type of data, the main research object becomes surveys
published on banks and investment management companies' websites.

1. After analyzing the officially published data containing information about investor's
profiles in Lithuania and Australia, the analysis revealed that the key distinctions among the
investors in both countries were that Lithuanians chose to save rather than invest. Only 2 %
invested, among them the minority of the population, preferred risky investment portfolios, and
expected substantially high returns, where the majority preferred low risk and stabile or even
low future earnings. Australians had higher accessibility to a wider variety of investment op-
tions and invested more often. The 8.7 % of the population hold one or another investment, they
often seek advice from the professionals, and the majority were investing in balanced risk and
return investment portfolios. Regarding investment peculiarities associated with gender, in
Lithuania, the main differences were considerably fewer females invested than males as they
preferred to save for the rainy day or retirement. If they did invest, the investments were more
conservative and with low risk. In Australia, more males than females were investing; however,
the gap was much smaller and decreasing every year. Also, females were choosing various

options for investments.
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2. According to the global surveys, Australians, in general, tend to obtain higher fi-
nancial education than Lithuanians — 64 % of Australians and 39 % of Lithuanians have been
assessed as financially literate. Based on the survey question, which concentrated on Australian
and Lithuanian female financial literacy level self-evaluation, the results matched with the
global surveys — Australians evaluated themselves as knowledgeable or highly knowledgeable
in the investment field. In contrast, Lithuanians stated to have a medium amount of understand-
ing. The research also revealed that Lithuanians are mainly obtaining their education from the
formal degree where Australians continuously pursue additional education in the form of
courses, seminars, or publicly available training. Australian females' main personal investment
strategies were investments into saving accounts, real estate, pension funds, commodities, life
insurance, shares, bonds, and mutual funds. In comparison, Lithuanian females prefer to save,
and the main investment strategies are life insurance, pension funds, but real estate, commodi-
ties, shares, bonds, and mutual funds being unpopular investments with as low as 5 % for shares
and 3 % for bond investment selection during the survey.

3. As per new information revealed in the Australian and Lithuanian investment strat-
egy comparison section and based on Lithuanian non-investors among females' requirements,
risk perception level and age groups, the investment strategies based on literature review and
examples have been prepared which involved Aggressive, Growth, Balanced and Conservative
strategies based on them and four main preliminary personal investment portfolio options in-
cluding the currently most overlooked investment tools have been introduced.

4. The portfolios have been modeled following one of the main Nasdaq Baltic
OMXBBGI, OMX_BALTIC_BENCHMARK_GlI index, which included the main best-per-
forming stocks. The other two investment instruments used — Euro or, in other words, cash, for
the liquidity and Lithuanian and Latvian bonds for the safety. The portfolios have been fully
diversified by including stock from 3 Baltic markets, with negative or very low correlation, and
adding bonds and cash.

The main aims have been achieved, the two economies have been analyzed, and the
main distinctions have been presented, the education peculiarities have been researched, and
the main findings presented, the Australian female investing example has been evaluated and
analyzed and used as good practice method for assistance in portfolio construction for Lithua-
nian females.

Since education should be the priority in pursuance of a better quality of life for hu-
manity and Lithuania and female financial literacy is not an exception, the suggestions would

be to prepare and introduce more pieces of training dedicated to women that would concentrate
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on investment and personal finance topics and would be available to broader female groups in
Lithuania and especially concentrating on regional areas in order to minimize the social sepa-
ration first of all among genders second of all among the country. The publication of the pre-
pared portfolio options, with explanations and public access, could be introduced as an example
of how females could implement their investment and financial knowledge in the future. There
are countless opportunities to implement this project idea, the main being through various
women organizations such as non-profit institutions like Women information center (Motery
informacijos centras), Social Innovations Fond (Socialiniy inovacijy fondas), Public Institution
Equal Opportunity Development Center, (VieSoji jstaiga Lygiy galimybiy plétros centras), Pub-
lic Institution European Innovation Center ( VieSoji jstaiga Europiniy inovacijy centras),
Knowledge Economic center (Ziniy ekonomikos forumas ), Association of the Third Century
University (Treciojo amziaus universitety (TAU) asociacija) and many others in line with col-
laboration with Lithuanian Ministry of Education and Science. Since Australia's case has been
taken as a good practice method example, the collaboration between Lithuanian and Australian

government and Education Ministries to receive more information and apply the practices could

G

Mintauté Mikelionyté

be included in this project.
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APPENDIX 1. Garret ranking conversion table

Percent Score Percent Score Percent Score
0.09 99 22.32 65 83.31 31
0.20 98 23.88 64 84.56 30
0.32 97 25.48 63 85.75 29
0.45 96 27.15 62 86.89 28
0.61 95 28.86 61 87.96 27
0.78 94 30.61 60 88.97 26
0.97 93 32.42 59 89.94 25
1.18 92 34.25 58 90.83 24
1.42 91 36.15 57 91.67 23
1.68 90 38.06 56 92.45 22
1.96 89 40.01 55 93.19 21
2.28 88 41.97 54 93.86 20
2.69 87 43.97 53 94.49 19
3.01 86 45.97 52 95.08 18
3.43 85 47.98 51 95.62 17
3.89 84 50.00 50 96.11 16
4.38 83 52.02 49 96.57 15
4,92 82 54.03 48 96.99 14
5.51 81 56.03 47 97.37 13
6.14 80 58.03 46 97.72 12
6.81 79 59.99 45 98.04 11
7.55 78 61.94 44 98.32 10
8.33 77 63.85 43 98.58 9
9.17 76 65.75 42 98.82 8
10.06 75 67.48 41 99.03 7
11.03 74 69.39 40 99.22 6
12.04 73 71.14 39 99.39 5
13.11 72 72.85 38 99.55 4
14.25 71 74.52 37 99.68 3
15.44 70 76.12 36 99.80 2
16.69 69 77.68 35 99.91 1
18.01 68 79.17 34 100.00 0
19.39 67 80.61 33
20.93 66 81.99 32

Source: Dr. Dhanavandan (2016)
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APPENDIX 2. OMX Baltic Benchmark

OMXBBGI, OMX_BALTIC_BENCHMARK_Gl, (SE0001849993)
Apranga

AUGA group

Grigeo

Harju Elekter

LHV Group

Linas Agro Group

Merko Ehitus

Nordecon

Olainfarm

Pieno Zvaigzdes

Siauliu Bankas

SAF Tehnika

Silvano Fashion Group
Tallink Grupp

Telia Lietuva

Tallinna Kaubamaja Grupp
Tallinna Sadam

Tallinna Vesi
Source: created by author based on Nasdaq (2020)

APGIL
AUGIL
GRGI1L
HAELT
LHVIT
LNA1L
MRKI1T
NCN1T
OLFIR
PZV1L
SABIL
SAFI1R
SFGI1T
TALILT
TEL1L
TKMIT
TSMIT
TVEAT
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APPENDIX 3. Aggressive portfolio
Stocks
APGI1L
AUGILL
GRGI1L
HAELT
LHVIT
LNA1L
MRK1T
NCN1T
OLF1R
PZV1L
SABILL
SAF1R
SFG1T
TALLT
TEL1L
TKM1T
TSM1T
TVEAT

Bonds

Lithuanian Gov, 10Y Bond 61005
Lithuanian Gov, 10Y Bond 61006
Latvian Gov 10-year T-bond 58004
Latv Gov, 10,5-year T-bond 58005

Cash
Eur/USD

Source: created by author

Weights
0.044

0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044
0.044

0.038
0.038
0.038
0.038

0.050
Portfolio Returns

Portfolio Standard deviation

Expected yearly returns
2.14%

8.28%
10.17%
22.17%
23.05%

1.95%
14.83%
11.81%

6.95%

5.92%
25.08%
20.76%
24.46%

5.97%
17.90%
15.20%

3.70%

8.49%

0.24 %
0.5%
1.8%
3.9%

2.46 %
10.53%

10.54%
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APPENDIX 4. Growth portfolio
Stocks
APGI1L
AUGILL
GRGI1L
HAELT
LHVIT
LNA1L
MRK1T
NCN1T
OLF1R
PZV1L
SAB1L
SAF1R
SFG1T
TALLT
TEL1L
TKM1T
TSM1T
TVEAT

Bonds
Lithuanian Gov, 10Y Bond 61005
Lithuanian Gov, 10Y Bond 61006

Latvian Gov 10-year T-bond 58004

Latvian Gov, 10,5-year T-bond
58005

Cash
Eur/USD

Source: created by author

Weights
0.0389

0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389
0.0389

0.063
0.063
0.063

0.063

0.050
Portfolio Returns

Portfolio Standard deviation

Expected yearly returns
2.14%

8.28%
10.17%
22.17%
23.05%

1.95%
14.83%
11.81%

6.95%

5.92%
25.08%
20.76%
24.46%

5.97%
17.90%
15.20%

3.70%

8.49%

0.24 %
0.5%
1.8%

3.9%

2.46 %
9.42%

9.23%
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APPENDIX 5. Balanced portfolio
Stocks
APGI1L
AUGILL
GRGI1L
HAELT
LHVIT
LNA1L
MRK1T
NCN1T
OLF1R
PZV1L
SAB1L
SAF1R
SFG1T
TALLT
TEL1L
TKM1T
TSM1T
TVEAT

Bonds
Lithuanian Gov, 10Y Bond 61005
Lithuanian Gov, 10Y Bond 61006

Latvian Gov 10-year T-bond 58004

Latvian Gov, 10,5-year T-bond
58005

Cash
Eur/USD

Source: created by author

Weights
0.028

0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028
0.028

0.10
0.10
0.10

0.10

0.10
Portfolio Returns

Portfolio Standard deviation

Expected yearly returns
2.14%

8.28%
10.17%
22.17%
23.05%

1.95%
14.83%
11.81%

6.95%

5.92%
25.08%
20.76%
24.46%

5.97%
17.90%
15.20%

3.70%

8.49%

0.24 %
0.5%
1.8%

3.9%

2.46 %
7.30%

6.78%

92



APPENDIX 6. Conservative portfolio

Stocks
APGI1L
AUGIL
GRG1L
HAELT
LHVLT
LNALL
MRKI1T
NCN1T
OLF1R
PZV1L
SABILL
SAF1R
SFG1T
TAL1T
TELIL
TKM1T
TSM1T
TVEAT

Bonds
Lithuanian Gov, 10Y Bond 61005
Lithuanian Gov, 10Y Bond 61006

Latvian Gov 10-year T-bond 58004

Latvian Gov, 10,5-year T-bond
58005

Cash
Eur/USD

Source: created by author

Weights
0.011

0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011
0.011

0.13
0.13

0.13
0.13

0.30
Portfolio Returns

Portfolio Standard deviation

Expected yearly returns
2.14%

8.28%
10.17%
22.17%
23.05%

1.95%
14.83%
11.81%

6.95%

5.92%
25.08%
20.76%
24.46%

5.97%
17.90%
15.20%

3.70%

8.49%

0.24 %
0.5%
1.8%

3.9%

2.46 %
4.08 %
3.57 %
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APPENDIX 7. Covariation for portfolio standard deviation calculation
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APPENDIX 8. Portfolio correlation
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created by author
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