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Abstract.  In the global world of information technologies everybody can operate in financial markets 
and manage financial instruments. However to forecast markets and to earn profit becomes more and 
more complicated since financial market is affected not only by economic and political processes but also 
by behaviour of every investor making one or another financial decision. Decisions made by market par-
ticipants have to be rational; however they often obey cognitive and emotional deviations. The authors 
strive to ascertain the factors that influence saving and investment behaviour of Lithuanian citizens and to 
identify behavioural changes in recent years in the article consequently. Accomplished survey shows, that 
there are positive variations in saving and investment behaviour of Lithuanians however they do not give 
preferences to savings for retirement.  
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1. Introduction 

Globalization and revival of financial markets, 
permanent changes in the economy that is difficult 
to forecast highlight financial behaviour of market 
participants. Economic and social transformations 
and technological innovations determine increase of 
personal wealth and changes in assets’ structure. 
Individuals’ behavioural finance, its attitude to-
wards personal finance management straining to 
behave efficiently in financial markets and to sew 
up enough income in the future modifies due to new 
financial instruments created in the market.  

Traditional financial and investment theory 
proposes a plenty of models for ensuring sufficient 
income for the future. Modern portfolio theory 
outlines requirements for creating efficient portfo-
lio, helps to choose effective investment instru-
ments and create effective portfolio using precise 
ratios. Modern finance theory is a set of knowl-
edge decompound from some keystones concep-
tions that allows formulating effective investment 
strategies: 

– Miller and Modigliani arbitrage principles; 
– Markowitz portfolio theory; 
– Sharpe, Litner and Black capital asset pric-

ing theory; 

– Black, Scholes and Merton options pricing 
theory (Statman 1999); 

– E.Fama efficient market hypothesis. 
Investor has not to follow intuition, but to rule 

strict models while using these theories. It’s a ra-
tional attitude towards personal finance and man-
agement as all financial decisions are based on 
certain mathematic-statistic models. Notwithstand-
ing the theory is developing positively a couple of 
decades that substantially contradicts to keystone 
traditional financial theories and investment man-
agement provisions. Behavioural finance theory 
shapes up after finances, as a science, accumulates 
enough empirical knowledge stating that forecast-
ing economic and investment decisions is impos-
sible only on the basis of rational provisions. 

Researches of behaviour finance strive to clar-
ify why investors behave irrationally and what are 
the main reasons of it. 

It will be observed that behavioural finance is 
insufficiently analysed in complex in Lithuania, 
there are practically no comprehensive investiga-
tions of behavioural investment. Without scientific 
inquiries of individuals’ savings or investments 
behaviour made by the authors of current article 
(or with other joint authors, such as: Bikas, Kava-
liauskas 2010; Jurevičienė, Gausienė 2010) K. Le-
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višauskaitė, J.Kartašova (2011) could be noticed 
who also analyse problems behavioural finance of 
Lithuanians. 

As life cycle theory indicates that consumption 
depends not only on current income but also on all 
life cycle expected income behavioural finances 
primarily settles personal saving peculiarities and 
skills. As a result it is significant to identify factors 
influencing savings formation and dynamics.  

The goal of the paper is to determine the fac-
tors influencing savings and investments of Lithua-
nian households. Systematic literature, comparative, 
logical analysis, questionnaire, statistical processing 
of data, logical abstraction, induction, and graphical 
data visualization methods are used in the article. 

2. Philosophy of behavioural finance 

There is no jelled solid, strictly determined attitude 
of behavioural finance conception. Different inter-
pretation of terminology displays novelty and mul-
tiplicity of this particular scientific area. Defini-
tions of behavioural finance vary substantially 
even during the last decade (Table 1). 

Behavioural finance inseparable from sociol-
ogy, psychology and finances composes aggre-
gated union due to (Ricciardi, Simon 2000): 

– Psychology – a science that analysis pro-
cesses of behaviour and mind, how processes are 
influenced by physical, psychical, and external 
environment of human being; 

– Finances – system of formation, distribution 
and using of resources; 

– Sociology – systematic science about socio- 
behaviour of human being or a group, emphasising 
influence of social relations on people attitude and 
behaviour. 

Definition of behavioural finance supposes 
two important aspects – individual investors and 
entire market. In other words behavioural finance 
in a broad sense is divided to macro behavioural 
finance and micro behavioural finance (Pompian 
2006).  Macro behavioural finance discloses and 
describes anomalies of efficient market hypothesis 
that could be explained by models of people be-
haviour. Micro behavioural finance analysis be-
haviour and deviations of individual investors’ and 
this separates them from strictly rational person, 
acting according stern mathematic-statistic mod-
els. Therefore conception of behaviour deepens to 
what influence has psychological factors for mak-
ing financial decisions.  
 
 
 
 
 

Table 1. Variety of Behavioural Finance Definitions 
Author Year Definition 

Goldberg 
J., Von 
Nitzsch R. 

1999 Financial market theory ori-
entated towards behaviour; 
subject which is applied to 
facts that people behave ra-
tionally only within specific 
limits  

Thaler 
R.H. 

1999 Integration of classical eco-
nomics and financial theories 
within studies investigating 
psychology and decision 
making 

Fuller R.J. 2000 Behavioural finance strives to 
explain consistent pattern of 
investors’ contemplation 
processes and related emo-
tional processes as well as 
how they influence decision 
making 

Fromlet H. 2001 Analysis of collection, proc-
essing information by inven-
tors before making invest-
ment decisions  

Ritter J.R. 2003 Behavioural finance strives to 
supplement standard financial 
theories introducing psycho-
logical dimension into deci-
sion making process  

Levy H., 
Post T. 

2005 Theories able to explain mar-
ket inefficiency and market 
anomalies  

Bodie Z., 
Kane A., 
Marcus A. 

2007 Models of financial markets 
that emphasis potential inter-
vention of psychological fac-
tors into investor’s behaviour 

Jordan B., 
Miller T. 

2008 Financial range that deals 
with mistakes of investors’ 
reasoning related to decision 
making and market prices 

 
One of the first works on behavioural finance 

appeared in the XVIII century, it was Adam 
Smith’s The Theory of Moral Sentiments, which 
determined mental and emotional human interac-
tion and communication basics. The Theory was 
focused on such elements of a person’s behaviour 
as pride, disgrace, insecurity, egoism; the work 
was based on them while explaining actions of a 
man and the pursuit of profit (Smith 1998). 

At the beginning of the XIX century when 
economics was dominated by neoclassical theo-
ries, psychology was displaced from the factors 
which have an effect on discourse of economy. 
However, significant scientific research of 1940-
60s laid foundation for further developments in the 
field of behavioural economics and finances. 

Daniel Kahneman and Amos Nathan Tversky 
started their research on decision making under 
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uncertainty. The authors wrote: “the research was 
started based on cognition that intuitive decisions 
and opinions in difficult situations do not always 
comply with the probability theory and principles 
of statistics”. In 1979 encouraged by their success 
the authors wrote a work Prospect Theory: An 
Analysis of Decision under Risk (Kahneman, Tver-
sky 1979). This piece is considered an essential 
primary work in the field of behavioural finance, 
and Prospect Theory, basically described how in-
vestors understand profit and loss. While making 
investments loss of the same amount has a more 
significant impact that profit (Pompian, 2006), 
whilst in essence, a rational person should have the 
same value at this point, only with a different 
marking. 

In 1980 Richard H. Thaler expressed his view, 
which basically stated that “all economics theory 
is based on a model of rational maximization, 
which denotes how consumers should behave, 
however it was supposed to explain how the con-
sumers behave indeed as well” (Thaler 1980). 
Thaler proved that in many situations behaviour of 
the majority of consumers indeed is not compati-
ble with the economics theory and that it is the 
economics theory that makes systemic mistakes in 
such situations, whist trying to predict behaviour 
of consumers. 

Maurice Allais with his works proved that the 
theory of expected efficiency maximization, which 
was adopted for a number of decades, did not 
work for certain empirical decisions under risk and 
uncertainty (Pompian 2006). In 1985 Werner F. 
M. De Bondtand and Richard Thaler stated in their 
work that people constantly and systemically react 
too sensitively to unexpected and dramatic events 
and news, therefore weak form inefficiency in ex-
change market forms and becomes evident con-
stantly. In the same year Richard Thaler developed 
a new model of consumer behaviour, which in it-
self had a concept of mental accounting. Mental 
accounting is a set of cognitive (mind, thoughts) 
operations, which individuals use for assessment, 
organization and monitoring of their funds (Thaler 
1985). 

In 1998 Kahneman and Riepe wrote a work 
based on Howard Raiffa’s insights of a person’s 
decision making, which concentrated on how to 
help investors. The authors pointed out that the 
professional investment advisers should assess 
their business clients’ emotions more closely be-
fore they adopt investment decisions (Kahneman, 
Riepe 1998). 

Another famous scientist Meir Statman con-
cludes that people are “rational” in standard fi-
nances, whereas in financial behaviour they are 

“normal”, i.e. they do not behave according to fi-
nancial dogmas (Statman 1999). 

Hersh Shefrin proved that investors access 
past event in a wrong way – they give too much 
significance for positive events and too little – for 
negative aspects of the events, which encourages 
too much optimism in financial markets (Shefrin 
2000). 

3. Peculiarities of behavioural finance 

One of the key concepts in financial theory is the 
efficient-market hypothesis. Paul Samuelson 
(1965) can be considered as the founder of this 
theory, the theory came to life by a famous scien-
tist Eugene Fama, who denoted an efficient market 
as a market where prices of financial instruments 
reflect all available information and where prices 
are constantly fluctuating depending on the infor-
mation (Fama 1970). 

According to this concept, it is impossible to 
earn constantly more than the market while using 
the available information, which was assessed by 
the market already. If the market is efficient then 
no information or analysis can enable to earn more 
than a certain chosen index earns. The foundation 
of the theory consists of three fundamental state-
ments (Shleifer 2000): 

– Investors are rational; therefore they are 
able to assess securities and other financial assets 
in a sensible way; 

– Some investors are not rational and their fi-
nancial behaviour is random, therefore each con-
sequent transaction annuls one another and does 
not impact the prices; 

– Actions of rational investors eliminate the 
impact of irrational ones on the prices. 

The efficient-market hypothesis states that in-
vestors set “fair” prices while competing for big 
profit. The efficient-market hypothesis takes into 
account that investors are rational, however, it 
does not take into account that the market itself is 
also functioning in a rational way. The theory also 
does not take into account that the market can pre-
dict the future; however, it takes into account that 
the future in the market is predicted in an objective 
way (Ritter 2003).  

Trying to explain how investors’ financial be-
haviour influences market prices the efficient mar-
ket hypothesis formulates four hypotheses (Akin-
toye 2008): 

Naive Hypothesis: the price of financial asset 
is a contractual issue and does not in any way de-
pend either on how much they will be paid for in 
the future, or how much of periodical income it 
can bring. 
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Speculative Equilibrium Hypothesis: the be-
havioural finance of all investors is based on predic-
tion of other investors’ behaviour, underestimating 
possibilities of income earning from financial asset. 

Intrinsic Value Hypothesis: prices of financial 
assets are related to future cash flow generated from 
them, without assessing a resale price. 

Rational Expectations Hypothesis: assets 
prices are linked to future cash flow generated 
from them and their resale price. 

Arbitration can be denoted as simultaneous 
purchase or sale of essentially similar financial asset 
in different markets due to a favourable price dif-
ference (Sharpe et al. 1999). 

An effective market is related to rational expec-
tations hypothesis as it takes into account all infor-
mation on the asset. A closer to the reality version 
of the efficient-market hypothesis says that the 
price reflects information till marginal use from 
the information does not exceed its marginal ex-
penses (Jensen 1978). 

If there are many irrational investors and their 
financial behaviour does not correlate, and their 
transactions annul each other and does not impact 
the prices, however the assets are assessed accord-
ing to the same rules, there is a question on too 
weak market assessment of irrational investors. 

Behavioural finance combines three compo-
nents (Fig. 1): cognitive and emotional deviations, 
arbitration limitations and prospect theory. 

 
 

 
 
 
 
 
 
 
 
 
 
 

Fig.1. The Main Elements of Behavioural Finance 
(Source: Jurevičienė, Gausienė 2010) 

 
Cognitive psychologists provide base for a 

number of human behaviour patterns, which are 
described as cognitive deviations (Fig. 2). Cogni-
tive derivations are related to the way of human 
thinking. 

A person tries to simplify everything in order 
to understand it more easily and have a certain 
opinion. Therefore human behaviour and decisions 
are influenced by their past, circumstances and 
other factors which are not rational. To be more 
precise they are rational whilst assessing from a 
point of view of a personality, however they are 
irrational in terms of the financial use they are 
bringing. 

 
 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig.2. Deviations from Rational Behaviour (Source: Pompian 2006) 
 

One of the key financial terms is arbitration. 
In theory, arbitration does not need any initial 
capital, nor does it implicit any risk. As soon as 

the person obtains a cheaper financial asset and 
sells a more expensive one, the future cash flow is 
equal to zero, while the profit is obtained immedi-
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ately. Arbitration is important while analysing a 
financial market because due to its activity the 
prices in the long run are equalled to a fair value 
and the market remains efficient (Shleifer, Vishny 
1997). 

However, incorrect assessment of the finan-
cial assets is a fairly common event, but it is not 
easy to avoid it whilst pursuing for a bigger profit. 
There are two incorrect assessment types 
(Ritter 2003): recurrent (or arbitrary) and non-
recurrent (essentially, long term). When an incor-
rect assessment is repeated, it becomes possible to 
earn while using exchange strategies. While incor-
rect assessments are not repeated, it is impossible 
to predict rises and falls until they do not take 
place. 

Limitations of arbitration occur due to risk, 
existence of which does not allow rational inves-
tors to avoid negative outcomes due to unfair pric-
ing. In a real functional market possibilities of ar-
bitration are risky and limited. The possibilities of 
arbitration are closely related to availability of fi-
nancial asset of close substitutes, which irrational 
investors interchange. Often close substitutes are 
simply unavailable. Therefore, a rational person 
who is into arbitration cannot sell financial assets 
and buy a substitute at the same time. In such a 
case, the person can only sell or decrease financial 
assets, which irrational investor is interested in, 
however, such arbitration will be risky, and inter-
est in it – limited. Arbitration limitations comprise 
assessment under which circumstances arbitration 
will be effective and under which not. 

Kahnemanand Tversky started researching 
how people make their decisions in reality. The 
psychologists developed the prospect theory which 
explains that people’s priorities can be incompati-
ble due to phrasing of their choices (Huckle 2003). 
The prospect theory is based on mathematical 
models; therefore economists can apply it to vari-
ous calculations. 

4. Analysis of Lithuanians’ financial behaviour 

In order to clarify the savings potential of Lithua-
nian population the survey has been carried out. 
Questionnaire is the only way to learn out indi-
viduals’ money management habits and underlying 
motives. A survey was carried out anonymously; 
paper questionnaires, online questionnaire file, as 
well as the questionnaire posted on the Internet 
were used. Data were collected in September–
October 2011. The questionnaire consists of 17 
questions. Respondents could select more than one 
option or add their own answer. More than 

450 respondents had to be interviewed*; 412 re-
sponses received. Reliability of survey is not less 
than 95%.  

4.1. Analysis of respondents’ social data 

The composition of respondents was: 230 women 
(55.83 %) and 182 men (44.17 %); 184 (44.66 %) 
single, 228 (55.34 %) – married; place of resi-
dence: 348 (84.47 %) city, 34 – town (8.25 %), 
30 – village (7.28 %). Respondents under 30 years 
old comprise 63.35 %. Majority of respondents 
(66.02 %) have higher (college or university) edu-
cation. 238 respondents (57.77 %) indicated that 
they don’t have children under 18 years, 105 re-
spondents (25.49 %) have one child, 60 (14.56 %) 
have two children under 18 years; three or more  
children under 18 years have only 9 (2.18 %) re-
spondents. 

4.2. Analysis of Lithuanians’ financial situation 

The survey revealed that 52.67 % of all respon-
dents set apart money, 75.12 % from them save a 
little bit, and 24.88 % – manage to save a lot. 
29.13 % of all respondents indicated that they earn 
enough money, and 18.20 % don’t save – they 
have to use their savings (57.33 %) or to borrow 
(42.67 %). 

By comparison, the duplicate survey carried 
out in January–March 2009 (Jurevičienė, Gausienė 
2010) has shown that even 65.83 % of Lithuania’s 
population were able to save, while in 2011 only 
52.67 %. So, on the basis of this and the previous 
surveys, it can be concluded that the financial 
situation of Lithuania’s households has been dete-
riorating in recent years, and Lithuanians’ ability 
to set apart money for saving and investment is 
decreasing. 

Nearly half of respondents (44.66 %) an-
swered that they don’t monitor their expenses. The 
most important reason they indicated lack of disci-
pline (37.55 %), nearly one third (33.09 %) – lack 
of time and more than one quarter of respondents 
(26.02 %) specified unwillingness to collect re-

                                           
*  A simple probability sampling for this survey was used. General set 

– all adults of Lithuania (from 18 years old). In the beginning of 
2011 there were nearly 2.7 million of them (Department of Statis-
tics 2011). The sample size was determined by the formula of 
Paniotto (Паниотто 1986): 

400

2692968
105.0

1
1

1
22

≈
+

=
+∆

=

N

n      (1) 

Where: n – the required number of respondents; Δ – error; N – a 
whole number of members. 
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ceipts. Those who check their expenses prefer not 
to use any software (just to write out in some 
copybook) or to use only the simplest “Microsoft 
Excel” software. 

Summarizing mentioned above factors it 
could be concluded, that more than half of all 
adults have money to save and invest. So, we can 
state that Lithuanians have financial potential for 
savings and investments and can meet their finan-
cial objectives. But it is important to pay attention 
that majority of respondents (57.04 %) have more 
or less liabilities and don’t check their expenses. 

4.3. Analysis of saving and investment behav-
iour of Lithuanian residents 

Saving motives differ in accordance with income 
and social factors (age of individual, education, 
occupation, family status, suspense about future 
etc.). An individual can save at once for some ob-
jectives: to buy long-term consumer goods, for 
retirement, unforeseen events, vacation, etc. 

In previous survey (Jurevičienė, Gausienė 
2010) more than on fifth of respondents (21.69 %) 
had no savings and in 2011 there were less – 
18.20 %. On the other hand, in survey of 2009 
even 38.33 % of all respondents had 5000 litas 
savings and more, while in 2011 there were only 
30.34 % of respondents having such amount of 
savings. Generally, in spite of decrease of saving 
potential even 81.80 % of respondents have accu-
mulated more or less savings, while in 2009 there 
were 3.47 % less.  

It is worth to analyse the objectives and type 
of savings. The most important objective indicated 
in the respondents’ answers was accumulation for 
unforeseen situations: 31.45 % (in 2009–34.52 %); 
it may be related to instability in the markets yet, 
the high unemployment level and fear to lose per-
manent source of income (Table 1). 

Saving for vacation and travels (16.51 % in 
2011, 19.64 % in 2009) shows that Lithuanians try 
to spend purposeful leisure even in instable eco-
nomic situation and treat saving as important 
enough (this objective decreases comparing with 
2009 survey). The objective for home purchase 
and rehabilitation is on the fourth place (12.19 %) 
though is defined in scientific literature as one the 
most important saving motives for individuals dur-
ing life cycle (in the survey of 2009 was on the 
third position).  

 
 
 
 

Table 1. Change of Lithuanians’ Saving Objectives (in 
per cent of Respondents Holding Savings) in January–
March 2009 and September–October 2011 (Source: 
Jurevičienė, Gausienė 2010; the data of current survey) 

Saving Objectives 
Year 

2009  2011 
Unforeseen situations (illness, 
unemployment, etc.) 34.52 % 31.45 % 

Vacation, travel 19.64 % 16.51 % 
Retirement 5.36 % 13.76 % 
Home purchase and rehabilita-
tion 18.45 % 12.19 % 

Purchase of a car or long-term 
consumer goods 10,72 % 8.65 % 

Education 5.95 % 7.08 % 
Repay debts 4.76 % 6.55 % 
Other objectives 0.60 % 3.80 % 

 
However it is worth to fix that in this survey 

even 13.76 % respondents-savers indicate that they 
save for retirement while in 2009 there were only 
5.36 %. Though the amount of such savers nearly 
tripled during this period it is still not popular 
enough in Lithuania while accumulation of funds 
for this purpose is pointed out as one of the main 
goals in personal financial management scientific 
literature (Ando, Modigliani 1963; Hanna et al. 
1995). This could be determined due to liabilities 
(57.04 % of respondents indicated financial com-
mitments) or still vital trust in social insurance. 

Summarizing figures indicated in the Table 1 
we should note that impact of mentioned saving 
objectives decreased during analysed period, ex-
cept saving for retirement (2.65 times increase) ant 
and debt repayments (1.37 times increase). 

Thus as Lithuanians still tend to save for short 
terms goals and consumption needs, we may con-
clude that Lithuanians prefer short term financial 
goals, but start to ensure accumulation of funds 
for retirement. 

The survey ascertains that even 49.03 % of 
savers use to accumulate their income in bank ac-
counts or in cash; in bank deposit held 25.04 % 
savers and 13.93 % of them tend to invest in fi-
nancial instruments (securities, various funds, in-
vestment insurance, etc.). Such forms of savings 
reflect that Lithuanians do not tend to make long 
term financial plans. 

Even in saving for retirement Lithuanian resi-
dents are very conservative; more than half re-
spondents indicated that they either pay premiums 
to Social security fund (47.93 %), or to private 
pension funds (18.13 %) and 12.60 % of them do 
not accumulate any funds for retirement. Moreover 
it is notable that accumulative life insurance is 
very popular – it is used by 7.36 % of all respon-
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dents. The rest of them invest in financial instru-
ments, real estate for rent or speculation and in 
bank deposit.  

Lithuanian residents do not use long term sav-
ing instruments proposed by financial markets. It 
could be caused either due to low knowledge of 
investment possibilities (Jurevičienė 2007) or un-
willingness to overtake risk, weak investment 
skills likewise suspect of financial markets. It 
again shows that against existence of favourable 
long term financial conditions, Lithuanians intent 
to seek short term goals managing their finances 
and not feel concern about old age. 

5. Analysis of changes in correlation between 
savings and factors influencing it 

The goal of analysis is to determine interrelation-
ship between analysed quantitative factors, i.e.  

whether individuals try to accumulate finances 
during “good times” for unforeseen situations and 
what factors mostly influence saving’s level. 

Absolutely insignificant interdependence is 
(Table 3): 

– Between amount of savings and age 
(0.011646896 in 2011 and 0.108566114 in 2009); 
Between amount of savings and householders with 
children under 18 years (0.007357616 in 2011 and 
0.131675727 in 2009); 

– Between amount of savings and place of 
residence (0.055702084) – people living in cities, 
towns and villages have accumulated the same 
amount of savings (in 2009 correlation was higher 
– 0.158369439). This indicate positive trend of all 
respondents to care personal finances responsibly 
independently of living place; 

 
Table 3. Pair Correlation Coefficients (r) in January–March 2009 and September–October 2011 (Source: Jure-
vičienė, Gausienė 2010; the data of current survey) 

Pair 
correlation (r) Y and X1 Y and X2 Y and X3 Y and X4 Y and X5 

2009 0.072557678 0.108566114 0.185225517 0.131675727 0.158369439 
2011 0.121002478 0.011646896 0.119133182 0.007357616 0.055702084 
Pair 
correlation (r) Y and X6 Y and X7 Y and X8 Y and X9 Y and X10 

2009 0.299046501 0.339017592 0.084702797 0.513229871 0.017657698 
2011 0.314042138 0.509556052 0.210599541 0.550625534 0.019646597 

Here: Y – savings (LTL); X1 – gender; X2 – age; X3 – family status; X4 – children under  18 years; X5 – residence; X6 
– education; X7 – monthly income per person (LTL); X8 – payment via credit cards; X9 – self estimation of finan-
cial status; X10 – expenses follow-up (“yes” or “no”). 

 
– Between amount of savings and habits to 

follow up expenses (0.019646597 in 2011 and 
0.017657698 in 2009). 

Average interdependence is: 
– Interdependence between amount of savings 

and monthly income amount per person 
(0.509556052 in 2011 and 0.339017592 in 2009); 

– Interdependence between amount of savings 
and self-financial status assessment (0.550625534) 
– the better people qualify their financial status, 
the more they tend to set apart income. This con-
firms that people tend to save more when they earn 
more and accumulate savings for the periods when 
income will be insufficient (in 2009 this interde-
pendence was very similar – 0.513229871).  

Summarizing it is notable, that mostly moti-
vated savers are those who better qualify their fi-
nancial status and whose monthly income is 
higher. Respondents aim for non-basic goal of per-
sonal financial management goal – to accumulate 
enough money for retirement period, but short 
term goal – to save more when they earn more and 

accumulate savings for the periods when income 
will be insufficient. This indicates that trend in 
personal financial management in Lithuania is 
positive and individuals overtake personal respon-
sibility for their financial situation. The level of 
savings is also a bit influenced by education, i.e. 
more educated people (with higher education) hold 
more savings and tend to save more than less edu-
cated ones. 

6. Conclusions 

Since 1990 scientists started to go into psychology 
as an important factor in finance theory. Behav-
ioural finance was formulated – a new branch in 
finance theory, that combines psychology, sociol-
ogy, and knowledge of other social sciences and 
finance theory. Behavioural finance better inter-
preted anomalies in the financial markets and be-
havioural finances of individuals due to integration 
of information and data from various sciences. 
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Summarizing mentioned above factors influ-
encing savings among Lithuanians it could be 
concluded, that more than half of all adults have 
money to save and invest though this number de-
creases during last years.  

In general the saving motive for retirement 
was indicated by 13.76 % of respondents and 
though it increases 2.56 times is still not sufficient 
in Lithuania as accumulation of funds for this 
purpose is one of the main goals in personal fi-
nancial management scientific literature. This 
could be determined due to high level liabilities or 
still vital trust in social insurance. 

According to pair correlation analysis is could 
be stated that average interdependence is between 
savings and monthly income amount per person 
(and grown up during analysed period) and be-
tween self-financial status assessment, that means 
– the better people qualify their financial status, 
more they tend to set apart income. A positive 
trend is noticed in interdependence between 
amount of savings and place of residence that im-
plies attitude of respondents to care personal fi-
nances responsibly independently of living place  

Concluding it is important to emphasize that 
Lithuanian residents understand the necessity of 
savings, but unfortunately do not give preferences 
to save for long term goals. 

References  
Akintoye, I. R. 2008. Efficient market hypothesis and 

behavioural finance: a review of literature, Euro-
pean Journal of Social Sciences 7(2): 7–17. 

Allais, M. 1953. Le comportement de l’homme ration-
nel devant le risque: critique des postulats et 
axiomes de l’école Américaine, Econometrica 21: 
503–546. http://dx.doi.org/10.2307/1907921 

Ando, A.; Modigliani, F. 1963. The "Life-Cycle" Hy-
pothesis of Saving: Aggregate Implications and 
Tests, American Economic Review 53(1): 55–84. 

Bikas, E.; Kavaliauskas, A. 2010. Lietuvos investuotojų 
elgsena finansų krizės metu [Lithuanian Investors’ 
Behaviour during Financial Crisis], Verslas: teorija 
ir praktika [Business: Theory and Practice] 11(4): 
370–380. http://dx.doi.org/10.3846/btp.2010.40 

Bodie, Z.; Kane, A.; Marcus, A. 2007. Investments, 
McGraw-Hill. New York. 

Department of Statistics of Lithuania [Online] [Ac-
cessed 27 February 2011] Available from Internet: 
<http://www.stat.gov.lt/lt/>. 

Fama, E. 1970. Efficient Capital Markets: A Review of 
Theory and Empirical Work. The Journal of Finance 
25(2): 383–417. http://dx.doi.org/10.2307/2325486 

Fromlet, H. 2001. Behavioural Finance – Theory and 
Practical Application, Business Economics 7(1): 50–
69. 

Fuller, R.J. 2000. Behavioural Finance and the Sources 
of Alpha [Online] [Accessed 20 September 2011] 
Available from Internet: 
<http://www.fullerthaler.com/downloads/bfsoa.pdf>. 

Goldberg, J.; Von Nitzsch, R. 1999. Behavioural Fi-
nance, John Willey & Sons. 

Hanna, S.; Fan, J. X.; Chang, Y. R. 1995. Optimal Life 
Cycle Savings, Financial Counselling and Planning 
6: 1–15. 

Huckle, P. 2003. What is behavioural finance? Banking 
Today: 5–7. 

Jensen, M. C. 1978. Some anomalous evidence regard-
ing market efficiency, Journal of Financial Eco-
nomics 6(2/3): 95–101. 
http://dx.doi.org/10.1016/0304-405X(78)90025-9 

Jordan, B.; Miller, T. 2008. Fundamentals of Invest-
ments. McGraw-Hill. 

Jurevičienė, D. 2007. Financial Education as a Means 
for Personal Wealth “Towards knowledge – Based 
Economy” & “Enterprise Management: Diagnostics, 
Strategy, Effectiveness”, Scientific Proceedings. 
Riga: RTU Publishing House: 1–10. 

Jurevičienė, D.; Gausienė, E. 2010. Gyventojų finansi-
nės elgsenos ypatumai [Peculiarities of Individuals’ 
Financial Behaviour], Verslas: teorija ir praktika 
[Business: Theory and Practice] 11(3): 222–237. 
http://dx.doi.org/10.3846/btp.2010.25 

Kahneman, D.; Riepe, M. 1998. Aspects of Investor 
Psychology: Beliefs, Preferences and Biases In-
vestment Advisors Should Know About, Journal of 
Portfolio Management 24(4):55–79.  

Kahneman, D.; Tversky, A. 1979. Prospect theory: an 
analysis of decision making under risk, Economet-
rica 47(2): 263–292. 
http://dx.doi.org/10.2307/1914185 

Levišauskaitė, K.; Kartašova, J. 2011. Influence of In-
dividual Investors' Specialty to Their Decision Mak-
ing In the Financial Market. Whither Our Econo-
mies: Scientific Proceedings: 199–208. 

Levy, H.; Post T. 2005. Investment, Prentice Hall. 
Паниотто, В. И.  [Paniotto, V. I.] 1986. Качество 

социологической информации. Методы оценки и 
процедуры обеспечения [The Quality of Sociologi-
cal Information. Evaluation Methods and Proce-
dures of Assurance]. Киев: Наукова думка [Kiev: 
Naukova Dumka]. 

Pompian, M. M. 2006. Behavioural Finance and 
Wealth Management. How to Built Optimal Portfo-
lios That Account for Investor Biases, John Wiley & 
Sons. New Jersey. 

Ricciardi, V.; Simon, H.K. 2000. What is behavioural 
finance? Business, education and technology Jour-
nal 2(2): 1–9. 

Ritter, J. R. 2003. Behavioural finance, Pacific-Basin 
Finance Journal 11(4): 429–437. 
http://dx.doi.org/10.1016/S0927-538X(03)00048-9 

http://dx.doi.org/10.2307/1907921
http://dx.doi.org/10.3846/btp.2010.40
http://dx.doi.org/10.2307/2325486
http://dx.doi.org/10.1016/0304-405X(78)90025-9
http://dx.doi.org/10.3846/btp.2010.25
http://dx.doi.org/10.2307/1914185
http://dx.doi.org/10.1016/S0927-538X(03)00048-9


BEHAVIOURAL FINANCE DURING ECONOMIC DOWNTURN IN LITHUANIA 
 
 

 83 

Samuelson, P. A. 1965. Proof That Properly Anticipa-
ted Prices Fluctuate Randomly, Industrial Manage-
ment Review (2): 41–49. 

Sharpe, W. F.; Alexander, G. J.; Bailey, J. V. 1999. 
Investments. Sixth Edition. Prentice Hall Interna-
tional Inc. 

Shefrin, H. 2000. Beyond Greed and Fear: Understand-
ing Behavioural Finance and the Psychology of In-
vesting. Harvard Business School Press.  

Shleifer, A.; Vishny, R. W. 1997. The limits of arbi-
trage, The Journal of Finance 52(1): 35–55. 
http://dx.doi.org/10.2307/2329555 

Smith, V. L. 1998. The Two Faces of Adam Smith, 
Southern Economic Journal 65(1): 1–19. 
http://dx.doi.org/10.2307/1061349 

Statman, M. 1999. Behavioural Finance: Past Battles 
and Future Engagements, Financial Analyst Journal 
55(6): 18–27. 
http://dx.doi.org/10.2469/faj.v55.n6.2311 

Thaler, R.H.  1985. Mental Accounting and Consumer 
Choice, Marketing science: The Marketing Journal 
of TIMS/ORSA  4: 199–214. 

Thaler, R.H. 1999. The End of Behavioural Finance, 
Financial Analyst Journal 55(6): 12–17. 
http://dx.doi.org/10.2469/faj.v55.n6.2310 

 

http://dx.doi.org/10.2307/2329555
http://dx.doi.org/10.2307/1061349
http://dx.doi.org/10.2469/faj.v55.n6.2311
http://dx.doi.org/10.2469/faj.v55.n6.2310

	1. Introduction
	2. Philosophy of behavioural finance
	3. Peculiarities of behavioural finance
	4. Analysis of Lithuanians’ financial behaviour
	4.1. Analysis of respondents’ social data
	4.2. Analysis of Lithuanians’ financial situation

	4.3. Analysis of saving and investment behaviour of Lithuanian residents
	5. Analysis of changes in correlation between savings and factors influencing it
	6. Conclusions
	References
	Bikas, E.; Kavaliauskas, A. 2010. Lietuvos investuotojų elgsena finansų krizės metu [Lithuanian Investors’ Behaviour during Financial Crisis], Verslas: teorija ir praktika [Business: Theory and Practice] 11(4): 370–380. http://dx.doi.org/10.3846/btp.2...
	Jurevičienė, D.; Gausienė, E. 2010. Gyventojų finansinės elgsenos ypatumai [Peculiarities of Individuals’ Financial Behaviour], Verslas: teorija ir praktika [Business: Theory and Practice] 11(3): 222–237. http://dx.doi.org/10.3846/btp.2010.25


	Thaler, R.H. 1999. The End of Behavioural Finance, Financial Analyst Journal 55(6): 12–17. http://dx.doi.org/10.2469/faj.v55.n6.2310

