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Introduction

A newspaper article in 2004 commented that women “could learn a thing or two” on equity investment (Observer, June 20th): their natural caution- the “nesting instinct” of the title- made them unduly cautious. Risk avoidance meant that they also avoided the rewards of more daring male investors. The object of the present paper is to look at historical evidence provided by women’s investment behaviour as a contribution to the debate about female attitudes to risk.

Recent research

Various factors may affect risk preference apart from gender per se – age, race, level of education (including financial knowledge), employment and marital status. Findings so far have very broadly been that women are more risk averse than men (Bajtelsmit and Bernasek 1998, Jianakopoulos and Bernasek 1998) but this result has been the subject of a number of qualifications. Gerrans and Clark Murphy (2004) comment that the gender effect (female risk aversion) varied according to marital status: single females were more risk averse than married ones. A female who considered herself to be financially informed was likely to be less risk-averse than an uninformed female. Age, however, had something of a reverse effect: informed married women were likely to be less risk-averse than informed married men who were older than them- ie age made men more risk-averse. Dwyer, Gilkeson and List (2002) emphasise the importance of education – and in particular investor knowledge- in affecting investment decisions: a higher level of education produced greater willingness to take risks. Dwyer et al also stress that wealth has an effect on decision-making, with wealtheir investors taking more risks. VanDerhei and Olson (2000) find a similar wealth effect, which they believe to have a powerful impact on women, making younger and less well-paid women much more conservative in their investment behaviour than older, higher-paid ones.

These findings suggest that there is a role for historical research in enhancing our understanding of the  attitudes to risk displayed by female investors.

Historical background

From the early eighteenth century, shares in joint-stock companies offered an alternative investment. Affluent women were very active investors in the South-Sea Company prior to its dramatic collapse in 1720, as well as owning holdings in the Africa and East India Companies (Laurence, Carlos, Bowen).  The canal and railway companies of the late eighteenth/early nineteenth centuries attracted a wide range of provincial investors (Hudson): 14% of Hudson’s sample of 8000 shareholders in these companies in the period 1760-1850 were women.

Women’s investment in mid-nineteenth century limited companies is evidenced by comments suggesting that they were naïve investors liable to be fleeced by the unscrupulous –“persons ignorant of business” (evidence to the Mercantile Law Commission 1854). Victorian fiction often depicted women who suffered drastic losses because of investment – widows were the “prey” of fraudulent bankers (Punch 1856). But despite this anxiety, investment in limited companies became an increasingly important part of women’s financial assets. This trend continued into the twentieth century.

Objective of the paper

Further research is needed to gain a fuller picture of the environment in which women investors have operated in the past and the way in which they adapted themselves to it.  This paper attempts to reassess the situation by examining the history of women’s investment behaviour in particular, their investment in risky assets, and considering the impact on it of contextual factors, including marital status, wealth and investment knowledge, which have been identified by recent research.
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