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Abstract
We studied whether professional traders’ risk attitudes
varied according to social context. To this extent, we
examined whether the level of wealth in the relevant
group influenced traders’ risky decisions. The results
showed that risk aversion decreased with increased
income/wealth conditions in the group context.
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1 INTRODUCTION

Modern economies are characterized by complex causal structures, in which choices frequently
impact not only the individual decision maker, but also groups of individuals, to whom the deci-
sionmaker may be strongly or weakly connected. In this regard, many studies have demonstrated
that, whenmaking decisions, individuals consider not only their own payoff, but also the payoff of
other individuals in their social environment (Rohde & Rohde, 2011). Previous research on social
risk attitudes has generated contrasting results (see Baker et al., 2008; Morone et al., 2021; Shupp
& Williams, 2008; Zhang & Casari, 2012). Since many decisions—particularly in economic and
political spheres—target different segments of the population, we sought to analyze whether the
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1064 R. CAFERRA et al.

wealth of a target population might influence the risk attitude of an individual decision maker.
Specifically, we aimed at examining whether professional traders’ risk propensity varied based on
the target population’s level of wealth. The literature on risk taking on behalf of others (Anders-
son et al., 2020) includes both economic and financial perspectives. However, to the best of our
knowledge, no prior study has presented a combined consideration of both: (i) the professional
role of decision makers and (ii) the wealth of “others.” To this end, the present study analyzed the
decisionmaking behavior of professional versus non-professional traders, with reference to target
populations reflecting varying economic conditions.

2 LITERATURE REVIEW

Before proceeding to the main working hypotheses, in this section, we discuss the state of the art
with respect to the main aspects of the present work. Specifically:
-section 2.1 overviews the existing studies of professional traders’ behavior under risk, motivat-

ing the need to further investigate their behavior;
-section 2.2. links the relationship between the decision makers/fund managers and the group

of interest affected by their risky choice, motivating the analysis of both group financial wealth
and risk sharing between shareholders and capital managers;
-section 2.3. briefly motivates the implications deriving from the features proposed in sec-

tion 2.2. in term of contract structure and incentive schemes mitigating risk (i.e. risk sharing).

2.1 Decision makers, professional decision makers and experiments

As is well depicted in the recent contribution of Cipriani et al. (2020), the literature is lacking
analyses of the potential behavioral differences between professional investors and students (i.e.,
the typical sample recruited for laboratory experiments). The authors note that only a few studies
have involved professional traders, in research on the emergence of financial bubbles: King et al.
(1993), Smith et al. (1988) and Weitzel et al. (2020). They further found that professional traders
aggregate information significantly better than students, and are linked tomore attenuated finan-
cial bubbles (Cipriani et al., 2020).
Accordingly, we were motivated to investigate the behavior of professional traders, given their

prominent role in making risky and potentially costly decisions. Although some studies (e.g.,
those referenced above) have examined the behavior of professional traders in market contexts,
to our knowledge, no research has measured risk attitudes among this specific population. How-
ever, in one example of related research, Masclet et al. (2009) compared the risk preferences of
self-employed people (who take daily decisions that directly affect their personal outcomes) with
those of employees (who take decisions for others daily).
Beside the specific aim of the experiment conducted, the comparison between the two subjects

pool, i.e. the professional traders and the non-professional decision makers (other participants),
will contribute to the debate on external validity of experiments (Guala & Mittone, 2005). In case
of statistical differences among the behavior of the two subjects’ pool, it would be noteworthy
that lab results based on traditional subjects’ pool might lack of representativeness of real-life
risk management. Indeed, risk management is a task usually performed by professional traders,
hence all the experiments assessing the effectiveness of some incentive scheme to lessen gambling
in investing must consider the category of subjects doing this activity in a real-life context. If the

 14678292, 2022, 4, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1111/apce.12350 by U

niversitat Jaum
e I de C

astellon, W
iley O

nline L
ibrary on [12/12/2022]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense



PROFESSIONAL TRADERS’ INDIVIDUAL & SOCIAL PREFERENCES 1065

behavior of such category is different from the typical subjects’ pool recruited in experiments, the
lab results would be difficult to be generalized if this aspect is not taken into account.
Otherwise, the similarity of behavior will favor the laboratory results based on traditional sub-

jects’ pool, highlighting the relevance of experiments in stylizing real context. Hence, as an inter-
esting corollary, we might contribute on how such type of experiments should be conducted in
the future in order to obtain results that can be valid proxy of real-life risk management.

2.2 Social context and risk preferences

Undoubtedly, daily decisions affect not only the decision makers, themselves, but also one or
more groups of interest. This is evidently the case when, for example, policy makers craft policies
targeting a specific group (e.g. poor classes, retired people) or investors/bankers propose strategies
to manage family savings or company capital. For this reason, there has been much research on
decision making in a collective context within the socio-economic sciences.1
From here, the concept of individual and social preferences has been introduced: while the first

considers only individual pay-off determined by the decision made, the second one includes the
reference group pay-off in the decisionmade by the individual. In this case, we consider individual
preferences over social risk, that is the risk faced by a reference group (Harrison et al., 2013).
In these studies, as in real life, groups are typically defined on the basis of a discriminating

factor, such as gender, national characteristics (See Lane (2016) for a review), political affiliation
(Kranton et al., 2020) or, as in the case of this paper, income (Guiso & Paiella, 2010; Lei & Vesely,
2010).
Since the pioneering studies of Samuelson (1937) and Von Neumann and Morgenstern (1947),

analyses of decision making under conditions of risk and uncertainty have been successfully
extended from the individual to the collective context. The literature provides plenty of compar-
isons between group and individual decisions (see, e.g., Baker et al., 2008; Morone et al., 2019;
Rockenbach et al., 2007; Shupp & Williams, 2008). Some scholars have reported that groups are
more risk averse than individuals (Baker et al., 2008;Masclet et al., 2009; Shupp&Williams, 2008),
while other studies have found the opposite (Zhang & Casari, 2012).
Since we stylize the scenario of fund management under risk, we consider how

traders/investors decisions can be affected by the characteristics of the group of interests.
In particular, how their attitude varies on the basis of the financial resources of savers, or, more
generally, shareholders.
With regards to the personal traits of the decision makers dealing with risky resource manage-

ment, Andersson et al. (2020) provided a review. The authors also reported that risk taking on
behalf of others is common in many economic and financial decisions, such as when fund man-
agers invest their clients’ money (as proposed in the present study). Previously, the importance of
understanding risk attitudes in relation to collective wealth was proposed by Chakravarty et al.
(2011), who found a connection between individual and expected preferences of the reference
group and risk levels that varied in accordance with the degree of detachment between the deci-
sion maker and the population of interest. With regard to job title, Masclet et al. (2009) found a
link between the employment sector and risk attitude of the decision maker. This aspect deserves
further investigation in sectors in which risky decisions are a daily occurrence (e.g. professional
trading). Andersson et al. (2020) questioned the relevance of the risky decisions made by profes-
sional traders, though the authors focused on personal traits, rather than the employment sector.

1 Comprehensive surveys comparing group and individual decision making can be found in Charness and Sutter (2012).
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1066 R. CAFERRA et al.

We aimed at investigating professional traders, specifically, in order to differentiate this par-
ticular employment sector. Additionally, we sought to disentangle the problem by considering
different facets of a target group defined by income, assuming that wealth in the target group
would contribute to the risk propensity of the decision maker (as in Guiso & Paiella, 2010). Both
of these aspects, merged together, defined the novelty of the present research.
Considering the range of income proposed in our study (i.e. per capita net income of 800–

5000 €), the stylized scenario closely resembled situations in which fund managers invest their
clients’ money; more extensively, we conceived the target population as all persons impacted by
the investment (in a broad stakeholder perspective). Ultimately, we aimed at representing the risk
management of traders acting on behalf of a group of interest, where gains and losses would have
a differential impact according to the group’s actual financial and economic resources.
Additionally, it is noteworthy to analyze the general relationship between decision makers and

the affected group. In existing studies, the individual decision maker has sometimes—but not
always—belonged to the affected group (see Andreoni & Miller, 2002; Eckel & Grossman, 1996;
Harrison et al., 2013), while, as introduced, some studies consider the degree of detachment of the
decision maker (Chakravarty et al., 2011). Taking together these aspects, we will consider the case
where the traders share the risk with the group of interest (Risk-Sharing, hereafter RS), and the
case where he/she is not included in the targeted group (Non-Risk-Sharing, hereafter NRS).
This will be important to draw different policy implication in regulating contract of capital

management, mitigating risk.

2.3 Risk, investment choice and contract structure

The prominent role of the decision maker, the characteristics of the target population and the
degree of risk outlined for the decision maker’s investment decisions determine several policy
implications for contracts (Hart & Holmström, 1987). In particular, as discussed in several works
(see, e.g., Fischer, 2013), it is crucial to mitigate risk with respect to investment choices (e.g., Kar-
lan & Goldberg, 2011; Stiglitz, 1990). Additionally, the present study sought to uncover further
implications, asking (for example): Can “risk sharing” (i.e. the inclusion of the investor in the
target group) mitigate risky decisions? Does level of risk change based on group wealth and/or
available capital? The answers to these questions are likely to have important implications for the
regulation of contracts.

3 EXPERIMENTAL DESIGN ANDHYPOTHESES

The experiment involved 121 subjects recruited though social networking services, including both
risk professional (RP) and non-professional (NP) agents.2 In total, there were 48 RPs and 73 NPs.
Most RPs were from the commodities trading sector, which is characterized by relatively high
risk, due to market volatility. All subjects were asked to complete a questionnaire3 divided into
twomain parts: part one collected demographic and professional data and part two elicited partic-
ipants’ risk preferences.More specifically, demographic and professional data pertained to gender,

2 To preserve the anonymity of the data, we limit ourselves to specifying that participants were recruited through the
internal network channels of a company operating in a sector in which such decisions are taken.
3 https://docs.google.com/forms/d/1qz7-Md2lLmxB-4SXAtG9nlISiGAnNEOcd4FtwUr82No/edit
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PROFESSIONAL TRADERS’ INDIVIDUAL & SOCIAL PREFERENCES 1067

nationality, age, number of family members, number of brothers/sisters, relationship status (i.e.
single, engaged, married), population of the city of residence, educational level (i.e. secondary
school, university, PhD), area of study (only for university graduates and PhDs), employment sta-
tus (i.e. student, inactive, unemployed, employed, freelance) and monthly net income. The sec-
ond part of the questionnaire employedHolt and Laury’s (2002)mechanism to elicit risk attitudes.
Here, subjects examined the same multiple choice problem in five different contexts, expressing
their preference for 10 successive lottery choices with a probability4 of winning a first prize rang-
ing from p= 0.1 to p= 1 (see Table 1). For instance, in the first decision problem (Table 1), subjects
were asked to choose between lottery A, which had a 90% chance of returning 40k euros and a
10% chance of returning 50k euros, and lotteryB, which had a 10% chance of returning 100k euros
and a 90% chance of returning nothing. Clearly, lottery B was riskier and had a lower expected
value (EV(B)); accordingly, lottery A (with a higher EV(A)) was defined as the safe option. There-
fore, the problem scheme was as follows: in each choice i, the expected value for both lotteries
was shown together with the difference between the two. According to Holt and Laury (2002),
risk neutral agents would choose lottery A for their first four choices and switch to lottery B start-
ing with their fifth choice, since the expected value of lottery B was higher (as shown in the EV
delta column of Table 1). Agents who switched to lottery B earlier would be relatively risk loving
and those who switched later would be relatively risk averse. The final three columns in Table 1
present the constant relative risk aversion parameter (cRRA) r for subjects switching from lottery
A to lottery B. As is evident, agentswho switched in their fifth choice had r∼ 0 (i.e. risk neutrality),
whereas risk loving and risk averse agents had negative and positive r values, respectively:
Subjects were asked to indicate their preferences for the above multiple-choice problem in five

contexts, each involving a different target population for the risky decision. The target populations
included both low-income and high-income cases, with scenarios that included (i.e. Risk Sharing-
RS cases) or did not include (i.e. Non-Risk-Sharing NRS decision cases) the decision maker (see
Appendix B, Figure B1).
All experimental payoffs were hypothetical, in the sense that subjects were asked to answer

“as if” they were actually participating in the lotteries with real payment. Despite the significant
discussion of the use of financial incentives in experimental economics (see Camerer & Hodgart,
1999), we did not feel our hypothetical treatment threatened the validity of the results, for two
reasons: (i) the main purpose of the research was not to study the absolute values of risk aversion,
but the differences between various types of agents and frameworks for risky decisions;5 and (ii)
given participants’ high income levels6, amonetary incentive was assumed ineffective to ensuring
pay-off dominance (Harrison, 1994), since it would be difficult and extremely costly to achieve an
adequate reward level to finance an incentivized scheme.7
Based on the proposed literature, we built the main working hypotheses in accordance with

the novel aspects of the research, examining: (i) the role of professional traders in risk decision
contexts, as discussed in Cipriani et al. (2020); (ii) the importance of the degree of detachment
from the target group (following the suggestion of Chakravarty et al., 2011); and (iii) the relevance
of the wealth of the target group (Guiso & Paiella, 2010).

4 Probabilities were obtained by changing the composition of the white/black balls inside a hypothetical urn. Each agent
made a random draw, knowing that he/she would win the first prize by extracting a white ball and the second prize by
extracting a black ball.
5 Any hypothetical bias was assumed constant, and therefore insignificant in the comparison across treatments.
6 Different from the vast majority of experiments involving students, all subjects in the present sample had stable jobs.
7 Incentives of only a few euros would have been considered very insignificant, relative to participants’ monthly earnings.
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H1. RPs and NPs would exhibit the same level of risk aversion, independent of the social context.

Should this hypothesis be rejected, it could be inferred that job title plays a significant role in
shaping risk attitude, as suggested by Masclet et al. (2009). In particular, as proposed by Ciprani
et al. (2020), we might expect professional traders to be less prone to risky decision making. This
finding would be of extreme interest, considering that decisions could be optimized for risk neu-
trality to preserve the integrity of the capital invested, thereby limiting the potential for loss due
to gambling.

H2. The inclusion of the decision maker in the target group would not impact the decision
maker’s risk attitude.

Putting it differently, we would observe no statistical differences between RS and NRS scenar-
ios. Should this hypothesis be rejected, it could be inferred that the level of detachment between
the decision maker and the target group significantly affects decision making, as in Chakravarty
et al. (2011). In that paper, the authors suggested: “individuals tend to be significantly less risk
averse when they make decisions over another person’s money, compared to decisions that they
make over their ownmoney.” This resultmay have implications for contracts (Hart &Holmström,
1987), contributing to the debate over the inclusion of terms (see, e.g., Prosser, 2005) to regulate
risk sharing (Fischer, 2013). To wit, further policy implications may be inferred, with reference to
the appropriateness of including (or not) a portion of the decision makers’ gains/losses in their
proposed investment outcomes, in order to attenuate risk. In other words, it would be important
to understand if there is a significant benefit to including risk managers/traders in investments.

H3. Decision makers’ risk aversion is independent of the level of wealth in the social context.

This hypothesis, adapted from Guiso and Paiella’s (2010) main idea that greater income and
uncertainty might reduce risk propensity, has never been tested in the literature. Should this
hypothesis be rejected, it could be inferred that decision makers account for the wealth of the
target population. For instance, the likelihood of taking a risky decision might be lower for low-
income target populations, who would suffer more from a possible loss in earnings. Once again,
any finding along these linesmight generate several policy implications, including contract word-
ing to prevent risk seeking decisions on the basis of the target group’s wealth. As an example,
contracts might include more (or less) stringent clauses and penalties linked to the financial con-
straints of stakeholders. All of these aspects will be discussed further below, in the context of the
results presented in the following section.

4 RESULTS

The majority of the participants were male (81 out of 121) and younger than 40 years old (82%).
With respect to education, 72%had a university degree in Economics (50 out of 121) or Engineering
(38 out of 121), and 48 participants were RPs.8 Net monthly income was equally split between

8 The suitability of the sample size is discussed in Appendix A, which presents the results of post-hoc power tests for two
group comparisons, employed using the GPower software (https://www.psychologie.hhu.de/arbeitsgruppen/allgemeine-
psychologie-und-arbeitspsychologie/gpower.html). Overall, we obtained an adequate sample size.
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1070 R. CAFERRA et al.

F IGURE 1 Total proportion of participants choosing the safe lottery A for each choice (y-axis) and decision
(x-axis) [Colour figure can be viewed at wileyonlinelibrary.com]

F IGURE 2 Total proportion (y-axis) of RPs (left) and NPs (right) choosing the safe lottery A for each choice
(x-axis) [Colour figure can be viewed at wileyonlinelibrary.com]

the ranges of 1000–2000 and 2000–5000 euros, and most subjects lived with a nuclear family
comprised of four members.
In the first step of the analysis, we examined the proportion of subjects who chose the safe

lottery A for all scenarios. As discussed in the “Experimental Design” section, risk neutral agents
(r=0) shifted their selection to lottery B after the fourth choice. Figure 1 compares all 121 responses
for each of the five scenarios (for a total of 605 observations). Individual choices can be considered
reference points for comparisonwith the other scenarios. Table 2 summarizes the results, showing
the average switching points for RPs andNPs. Figure 1 presents the ordered lotteries (following the
first columnof Table 1) on the x-axis and the cumulative fraction of respondents choosing lotteryA
on the y-axis.9,10 The dashed black line indicates the risk neutrality theoretical prediction. Figure 2
repeats the same graph, differentiating between RPs and NPs.
As is evident, individual choices in both groups were far from risk neutral. Indeed, the average

switching point for both NPs and RPs (6.38 and 6.02, respectively) were statistically different from

9 This reflects the standard graphical representation employed in Holt and Laury (2002) and later studies.
10 As can be inferred from the theoretical prediction, all subjects chose A up to the fourth decision problem; hence, the
fraction was always 1 to that point, and 0 afterwards, when no subjects opted for lottery A.
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the risk neutral switching point of 4.11 Additionally, considering Table 2 and Figure 2, it is possible
to observe a lack of statistical difference between RPs and NPs. This result was also confirmed by
our regression models.
Hence, with respect to the first hypothesis, no statistical behavioral differences emerged

between RPs and NPs.
With respect to the second hypothesis, it was observed that the effect of including the decision

maker in the target groupmitigated the effect on risk attitude.12 This was inferred from the finding
that both low- and high-income RS decisions were closer to individual preferences thanwere low-
and high-income NRS decisions.
Finally, with respect to the third hypothesis, we found that social context mattered. Indeed, we

observed that subjects tended to be more risk averse when the decision targeted a poorer group
(green lines) and more risk seeking in the opposite scenario (red lines).
All in all, no differences were found with respect to employment sector, while risk attitude

was found to be strongly impacted by the level of wealth in the target population. To test this
experimental frameworkmore formally, we employed an interval random effect regressionmodel
(Andersen et al., 2006; Coller & Williams, 1999; Harrison et al., 2013) (Table 3). This model can
be considered an extension of the Tobit regressionmodel, which considers interval-censored vari-
ables. In the present case, the response variable was represented by the cRRA interval associated
with the switch from lottery A to lottery B. That is, we constructed a dependent variable base on
the lower and upper limit of the interval, corresponding to the switching point from lottery A to
lottery B, as reported in Table 1.13 We proposed four versions of the model, to better investigate
our hypotheses. First, two reduced forms of the model were proposed (1–2, Table 3). In model
1, we confirmed the statistical differences between individual choices (i.e. the model constant)
and choices made in other scenarios. In model 2, we accounted for potential differences between
RPs and NPs, interacting the RP variable (i.e. a dummy variable indicating whether the unit was
operating (1) or not (0) in the risk sector) with the categorical variable indicating each scenario.14
Subsequently, model 3 (4), representing an extension of model 1 (2), introduced a set of control
variables: gender (male, female), income (none15, up to 1000, 1000–2000, 2001–5000, more than
5000 euro), educational level (secondary school, university, PhD), marital status (single, engaged,
married), number of family members (1, 2, 3, 4, 5, more than 5) and age (up to 30, 30–39,40–49,
50–59, more than 60 years).16 The selection of control variables was motivated by the literature
on risk taking and age (Mata et al., 2011), income (Guiso & Paiella, 2010), gender (Maxfield et al.,
2010) and other variables, including household size, marital status and education (e.g. Spicka,
2020). Of note, the literature is mixed with regards to the effects of each variable on the outcome
(see, e.g., Fehr-Duda et al.’s (2006) significant discussion on the gender effect).

11 Here, we employed both t-tests and Kolmogorov Smirnov (KS) tests, based on the differences between the empirical
observations and the theoretical expectation of risk neutrality. The resulting distribution of differences was statistically
different from 0 at all levels.
12 All results were confirmed through pairwise comparisons on the basis of Kolmogorov Smirnov tests on cumulative
distributions and the regression results presented in Table 3.
13 Here, we used the Stata intreg command (https://www.stata.com/manuals/rintreg.pdf).
14 Again, the constant indicated the individual decision case.
15 Here, we included those who had not yet received a job contract but were trainees or trial period trainees.
16 The constant term included, as a reference category: females, trainees (baseline income category), thosewith a secondary
school education, those who were engaged, those who were not living with family and those who were younger than 30
years. Additionally, in model 3, the status of “non-operating in risky sectors” was included in the reference category.
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As is evident: (i) there were no statistical differences between RPs and NPs (models 2 and 4),
(ii) group decision coefficients were most similar to individual choices (i.e. constant terms) and
(iii) subjects were most risk seeking when decision making for high-income target populations,
and increasingly risk averse as the average wealth of the target population decreased. Of note, the
response variable was not affected by decision makers’ socio-demographic characteristics.
In summary:
1. RPs and NPs exhibited the same level of risk aversion, independent of the social context.
Although there was weak evidence of reduced risk aversion for RPs, this result was not sup-

ported by the statistical tests or regression models.

R2. The inclusion of the decision maker in the target group mitigated the decision maker’s risk
attitude.

R3. Subject risk aversion was strongly dependent on the wealth of the target group.

From the first result, we can draw two conclusions. First, the finding lends support to the claim
that laboratory experiments represent valid conditions to hypothesize real world scenarios, inde-
pendent of the subject pool involved, since non-professional decisionmakers act similar to profes-
sional ones when facing a decision-making problem. Hence, the success of the proposed risk elic-
itation procedure does not depend on the decision maker’s professional status. Second, the result
suggests that professional status does not guarantee against risky behavior with investments (i.e.
gambling). Therefore, it might be useful to insert a penalty/incentive into contracts, or to con-
sider the propensity to seek risk with higher capital when evaluating the potential payoff of an
investment.
The second result suggests that the level of involvement in each project leads investors to reveal

their own preferences. In particular, we identified an asymmetric effect: investors were extremely
risk adverse when dealing with low-income groups, while showing the opposite behavior when
dealing with high-income groups. Accordingly, “risk sharing” is likely to: (i) prevent an excess of
risk aversion in the former cases and (ii) mitigate extreme risk seeking in the latter.
Finally, participants were more careful when their choices affected low-income groups, and

they assumed greater risk when their choices impacted wealthier ones. This suggests that the
income of the target population contributes to shaping decisionmakers’ risk attitudes. In a similar
vein to Guiso and Paiella (2010), we might extend these results to cases in which subjects must
manage not only their ownmoney, but also the money of others (i.e. group contexts) (Andersson,
2020). Given the finding that low wealth in the target groupmitigated the risk attitude of decision
makers (and vice versa), investors should be encouraged to be more cautious when dealing with
target groups possessing large sums of capital.

5 CONCLUSIONS

The present study aimed at investigating attitudes towards risk, with particular reference to pro-
fessional background and social context. A survey was administered to a sample of 121 subjects,
and Holt and Laury’s (2002) lottery choice problem was exploited to elicit subjects’ constant rel-
ative risk aversion (cRRA) in different scenarios. The influence of professional background on
risk preference was analyzed by recruiting sample workers from the risk management sector—in
particular, financial traders and analysts operating in commodities markets. The introduction of
groups with different income levels reflected a range of social contexts, alternatively including
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and excluding the decision maker from the group. Although risk professionals showed generally
lower levels of risk aversion, the effect was not statistically significant. Furthermore, subjects’ risk
attitudes were strongly correlated with the target group’s financial constraints. In particular, the
higher the income of the target group, the greater risk was allocated to them by decision makers;
in contrast, the lower the income of the target group, the less risk was allocated. All in all, we
observed an inverse relation between risk and group wealth. Interestingly, we also found a “risk
sharing” asymmetric effect: when decisionmakerswere affected by their owndecisions, theywere
less risk seeking in high-income cases and less risk adverse in low-income cases. This result has
important implications for contracts, as the inclusion of investors in the target group is likely to
mitigate risky decisions.
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APPENDIX A: TESTS
Tables A1–A3 report: (i) the p-value (α) of the Kolmogorov tests and (ii) the power of the results (1-
β), accounting for the possibility of Type II errors (result in brackets). Hence, we jointly consider:
(i) the statistical significance of the differences found and (ii) the probability of correctly accepting
the alternative hypothesis.
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APPENDIX B: THE LOTTERY

FIGURE B1 Screenshots of the choice scenarios administered to each participant
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F IGURE B1 Continued
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