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One of the aftermaths of the financial crisis in 2007 is that interest levels are still, in 2019, 

remarkably low. Majority of Finnish households hold their financial assets in non-interest-

bearing bank account deposits. A way to encourage the households to shift their financial 

assets to stock markets was established by the Ministry of Finance and in March of 2019 

Equity Savings Account (ESA) law initiative was accepted. The main benefits of the account 

are the taxation benefits of only paying the taxes once the customer withdraws their money 

from the account, not at every individual transaction. There is a lot of research on the topic 

of taxations effects on taxation, but this study focuses on the analysis of taxations effects on 

investment decisions including the analysis of the attitudes towards ESA. 

This research sets out to find whether and to what degree taxation effects investment 

decisions of Finnish households. In addition to this, this research examines the attitudes of 

the household investors towards the newly accepted law initiative, Equity Savings Account. 

This research is a qualitative study, and the data was collected via an online questionnaire. 

The results of this study conclude that taxation does not significantly affect investment 

decisions. The effects of taxation on investment decisions were holding stocks longer when 

the investor would prefer to sell, choosing other investment products, executing fewer 

transactions to avoid taxes and high taxes affect the overall willingness to invest. The 

attitudes towards ESA were positive and the respondents feel that it encourages investing. 

For further studies, it would be worthwhile to investigate taxations effects in-depth and to 

see how the attitudes towards ESA change after the account has been opened to public in 

2020. 
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Yksi vuoden 2007 finanssikriisin seuraamuksista on, että korkotasot ovat edelleen vuonna 

2019 huomattavan alhaiset. Valtaosa suomalaisista kotitalouksista pitää varallisuuttaan lähes 

korottomilla pankkitileillä. Keinona kannustaa suomalaisia siirtämään varallisuuttaan 

korkoa tuottaviin osakesijoituksiin oli eduskunnan hyväksymä lakialoite osakesäästötileistä. 

Tilin suurimmat hyödyt liittyvät siihen, että tilin omistaja maksaa verot voitoistaan 

ainoastaan silloin kun nostaa varoja tililtä, eikä jokaisen transaktion kohdalla. Saatavilla on 

paljon tutkimuksia verotuksen vaikutuksista sijoituspäätöksiin, mutta tässä tutkimuksessa 

keskitytään verotuksen vaikutuksesta sijoituspäätöksiin sekä suomalaisten asenteisiin 

osakesäästötiliä kohtaan. 

 

Tämän tutkimuksen avulla on määrä selvittää, missä määrin ja millä tavoin verotus vaikuttaa 

suomalaisten kotitalouksien sijoituspäätöksiin. Tämän lisäksi tutkimuksessa tarkastellaan 

sijoittajien asenteita, hiljattain hyväksyttyyn lakialoitteeseen, osakesäästötiliin. Tämä 

tutkimus on laadullinen tutkimus, ja data kerättiin verkkokyselylomakkeen avulla. Tämä 

tutkimus toteaa, että verotus ei vaikuta merkittävästi sijoituspäätöksiin. Verotuksen 

vaikutukset sijoituspäätöksiin olivat pitää osakkeita hallussa pidempään, vaikka sijoittaja 

haluaisi myydä, valita muita sijoitustuotteita, vähentää transaktioiden määrää verojen 

välttämiseksi ja korkeat verot vaikuttavat yleiseen investointi halukkuuteen. Suhtautuminen 

osakesäästötiliin oli myönteistä, ja vastaajien mielestä se kannustaa sijoittamaan. 

Jatkotutkimusten osalta olisi syytä tutkia verotuksen vaikutuksia perusteellisemmin ja 

selvittää, miten asenteet osakesäästötiliä kohtaan kehittyvät sen jälkeen, kun tili avataan 

yleisölle vuonna 2020.
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1. Introduction 

This master’s thesis focuses on the analysis of the impact of taxation on investment decisions 

and the effects and attitudes towards the Equity Savings Account that the Finnish Parliament 

accepted in the beginning of 2019. This chapter presents the goals of this research. 

Introduction of this research gives insight on the research background, research objectives 

and limitations, research problems and finally the structure of the thesis is presented. 

1.1 Background 

Taxation and especially its regulation have always sparked conversations in each country. 

Taxation is something that affects every single citizen and institution. Each of these 

stakeholders are subject to legislation on taxation in their respective countries. Taxation has 

always been a difficult topic for various parties. Governments are constantly battling with 

reaching the optimum tax rates for both earned income and capital income. Taxpayers are 

trying to find ways to minimize the amount of taxes that they pay whereas governments are 

trying to maximize the income from taxes.  

A large majority of Finnish households keep their financial assets in regular bank account 

deposits. This most definitely is not an optimal investment decision as bank account deposits 

raise minimal to zero interest and the investor could easily find other assets to allocate their 

excess money that would be more profitable. After the financial crisis, interest rates have 

stayed at an all-time low. European Central Bank’s (ECB) main refraining operations rate is 

at 0%, marginal lending rate is at 0,25% and deposit rate is at -0,40% (Finlands Bank, 

2019a). Thus, bank deposits are a terribly bad option for any household to store their assets. 

In March of 2019 the Finnish Parliament accepted the law initiative by The Finnish Ministry 

of Finance on equity savings accounts. This initiative’s goal is to encourage households to 

shift their investments from bank account deposits to investments in listed company shares 

as a large percentage of Finnish households’ assets lie in non-profitable and non-interest-

bearing bank account deposits. Equity savings accounts work so that household investor can 

transfer up to 50 000 € to their personal equity savings account that they open in a bank or 

a financial institute. The investor is then able to buy and sell stocks of either domestic or 



 
4 

foreign listed companies or First North-stocks. The account will be opened to the Finnish 

population in January of 2020. 

The decisions and new law initiatives made to taxation are a tool used by politicians to 

pursue or attract attention of the voters and to gain success. This can lead to situations where 

taxation isn’t legislated so that it benefits everyone. Granted, rarely there is a solution in 

politics that everyone is content with especially with regards to taxation. All in all, as 

taxation, tax rates and tax policies are a result of chain of actions from politicians’ attempts 

to appeal to voters and then making decisions, it is highly important to recognize the political 

surroundings in Finland at this point in time. Equity savings account was an initiative made 

by the cabinet of Juha Sipilä. The coalition government consisted of the three largest centre-

right parties – the Centre Party, the Nation Coalition Party and the Blue Reform. However, 

Finland had its parliament elections in 14th April 2019. The top six parties in declining order 

were Social Democratic Party, Finns Party, Nation Coalition Party, Centre Party, Green 

League and Left Alliance. Nation Coalition is a centre-right party that supports economic 

liberalism amongst other things. The party’s chairman Petteri Orpo was the incumbent 

Minister of Finance. Thus, he was leading the law initiative on equity savings account. Now, 

as the Nation Coalition Party decided to abandon the Government negotiations, the 

following Finnish Government will not have Nation Coalition Party in it, rather the party 

will sit in opposition. The party decided to do so as it was unable to make compromises in 

economic policy that would have made government negotiations with Social Democratic 

Party a possibility. The Government negotiations are being led by the chairman of Social 

Democratic Party Antti Rinne with Centre Party, Green League, Left Alliance and Swedish 

People’s Party. In summary, as the Nation Coalition Party, that is the party that has economic 

well-being as one of their main agendas, will not be in the government, the future of equity 

savings accounts and taxation all in all will be uncertain. This is highly important to 

recognize the political atmosphere in Finland now that the equity savings account will be 

introduced to public. All of the further refinements and changes are dependent on the 

regulatory policy-makers. 

As established, taxation in itself is complex. In addition to taxation being a concern of the 

policy-makers, it is also a concern of household investors. Optimal taxation is an issue that 

concerns every investor. As risk and return go hand in hand, a rational investor invests 
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according to their risk profile to an asset that fulfills the desired expected return at the given 

level of risk and uncertainty. However, the more profitable the investment is, the more 

income the investor gains on the investment and hereby the more taxes the investor is 

obligated to pay. In this sense, investment decisions and taxation are a complex 

phenomenon, which requires a comprehensive understanding of relevant factors that affect 

investors’ behavior. 

As established, taxation affects every investor, working and taxpaying person. Thus, there 

has been a lot of literature and studies regarding taxation and its effects on investments. In 

Finland, the capital income taxation system has remained fairly unchanged for a long period 

of time and now the political bodies have decided to encourage Finnish households to begin 

to invest their money to more profitable assets than bank account deposits. As people in 

Finland pay taxes separately on earned income and capital income, taxation can be seen as 

difficult and complex in the eyes of Finnish households. As the Equity Savings Account’s 

goal is to simplify the taxation on capital income and to lower the barriers to encourage small 

investors to invest in listed company shares, the topic of how taxation on capital income 

impacts investment decisions amongst Finnish household investors is current and 

interesting.  

The topic of this research is new in Finland and thus there is very little or not at all literature 

on the specific topic of this research. The aim of this thesis is to examine and determine how, 

to which direction and to what degree taxation on capital income affects investment 

decisions of household investors. The concept of taxation on capital income is truly complex 

and since every investment decision is affected by various attributes specific to the 

individual decision-maker, the goal of this thesis is to gain more insight on taxation’s impact 

on investment decisions. The niche area this thesis focuses on is the geographical 

demarcation is the Finnish markets and this thesis focuses on the analysis on the effects the 

Equity Savings Account has on the Finnish household investor’s behavior. 
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1.2 Research Objectives and Limitations 

The focus of the study is to further understand the impact and effects of taxation on 

investment decisions made by household investors in Finland. The study sets to understand 

the investment decision-making process of an investor with distinction in the role of taxation 

in this decision-making process. As the equity savings account will be introduced to the 

Finnish household investor in the beginning of 2020 the study primarily sets out to find 

whether Finnish household investors find the equity savings accounts desirable and would 

consider the barriers to begin investing lower compared to now. The study sets out to find 

out the attitudes towards this regulatory change in Finland to capital income taxation. 

Limitation of this research is the demographical narrowing of the focus area to consider only 

Finland and the Finnish markets. This is necessary as the equity savings account is a law that 

is only applicable in Finland – meaning, not an EU directive. Thus, the questionnaire will be 

introduced to only people living in Finland. However, countries with similar political 

environment can gain valuable information from this research even though the findings of 

this research may not directly concern them. 

As this research is a qualitative study, the findings of this research can’t be applied to the 

entire population. The focus of this research is to provide insights on the topics that this 

research concerns. Also, as this research is conducted in a way that the respondents give 

answers based on their own opinions and perception, there can still be a gap between what 

a person says and what they actually do, i.e., one might say they feel a certain way about 

something or may do something but in reality they might not. 

 

1.2.1 Research problem and research questions 

This research sets out to find the attitudes of the household investors towards Equity Savings 

Account. In addition to this goal, this research sets out to see if taxation affects investment 

decisions of a household investor. If it does, this research sets out to find the ways through 

which taxation affects investment decisions. These two goals are in line with each other as 

one of the goals of the Equity Savings Account was to simplify taxation and attract 

household investors in the capital markets. In order to be able to examine the effect of 
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taxation on investment decisions and specifically the attitudes towards Equity Savings 

Account, research questions are needed to be constructed. 

The research questions of this study are as follows: 

1. Does the Equity Savings Account encourage household investors to engage in the 

capital market and do the respondents feel that it lowers the barriers for investing by 

simplifying taxation? 

 

2. Is taxation a determining factor for a Finnish private investor in the investment 

decisions and decision-making process? 

 
 

3. How and through which ways does taxation affect investment decisions? 

 

1.3 Structure of the study 

The second chapter of this study regards the theoretical framework of taxation and its impact 

on investment decisions. Chapter 2.1. introduces the basic theory of financial intermediaries 

and investments in securities. In Chapter 2.2 capital income taxation is introduced with the 

theories of optimal taxation on capital income and the current legislative on capital income 

taxation in Finland. Chapter 2.3. presents the Equity savings account and the chapter also 

introduces the similar products other EU countries have. In Chapter 2.4 the theories on 

taxation’s effects in investment decision-making are presented. The main chapter includes 

subchapters on rationality and profit maximation and tax evasion. Chapter 2.5. deals with 

investment decision-making theories. This chapter helps the reader to understand the factors 

that affect investor’s investment decisions. The sub-chapters are investment horizon, risk 

definition, risk profile, risk perception and risk propensity and finally biases in taxation. 

Chapter 3 presents a few previous studies on taxation’s effects on investment decisions. 

Chapter 4 describes the data and methodology used in this research. Chapter 5 introduces 

the results of the empirical data collected. Finally, chapter 6 is the discussion. In this chapter 
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the research questions will be answered and chapter 7 finalizes the research with concluding 

the research and providing further research suggestions. 
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2. Theoretical Background 

This chapter introduces the relevant theories regarding the effects of taxation on capital 

income on investment decisions and attitudes. First, a brief introduction of investment in 

securities and capital market system is introduced. Then, capital income taxation is handled. 

This chapter focuses on the description of optimal taxation on capital income and the current 

legislative on capital income taxation in Finland. After this, the Equity Savings Account is 

introduced, and its background described. This chapter also presents the similar products 

different EU countries have adopted. After this, the topic of taxation’s effects on investment 

behavior is presented. This includes the theories on rationality, tax evasion and tax 

perception. Finally, the theories on investment decision-making are introduced. The chapter 

focuses on the topics of investment horizon, risk definition, risk profile, risk perception and 

risk propensity and taxation biases. 

 

2.1 Investments in securities  

Investing in all its simplicity is the allocation of funds various capital assets in hopes of 

economic growth. The investor can choose to invest in either stocks, mutual funds, bonds or 

real assets, e.g. property or real estate. These decisions are made based on the investor’s risk-

taking ability and the desired level of return from the asset. As risk and return go hand in 

hand, with more ability to tolerate risk (larger variance in the deviation of probable returns) 

the investor can hope to gain larger returns. With high risk there is the possibility of capital 

deficit. 

The financial system ensures the channeling of financial flows from net savers to net 

spenders. These funds are intermediated by banks and other financial institutions and 

directly through the issuance of various securities. A functioning financial system that 

allocates financial funds effectively, contributes and promotes economic growth. The funds 

can be transferred either directly or indirectly. In the indirect financing, the financial 

intermediary is usually a bank or any other institution operating on the financial market. In 

such cases, the financial intermediation takes place in the case of loans and securities 
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investments. The investor can therefore be involved in the financial markets either directly 

or indirectly. The financial intermediation is demonstrated in Figure 1. 

 

Figure 1. Financial intermediation (Finlands Bank, 2019b) 

 

Now, the goal of the equity savings account is to enhance the efficiency of financial 

intermediation as more funds will be more effectively transferred from net savers to net 

spenders.  

 

2.2 Capital Income taxation 

This chapter deals with the theories of optimal taxation on capital income, current legislative 

on capital income taxation in Finland and finally the introduction of the equity savings 

account. In addition to the equity savings account, the corresponding products in other EU 

countries are introduced. 
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2.1.1. Optimal Taxation on Capital Income 

Reaching the optimal level of taxation on capital income is a problem that most arguably 

every investor encounters at some point. It is a constant debate in political field on what 

income is taxed and with what rates. One of the most known findings in modern public 

finance is the Chamley-Judd result showing that in the long-run the optimal tax rate on 

capital income is zero, but the tax rate on labor is positive. (Jones, Manuelli and Rossi, 1997) 

A prominent justification in the taxation of capital income has been that goods preferred by 

high-ability individuals (investors) should be taxed as the consumption of such goods 

provides a signal of the individuals’ otherwise undetected ability. Capital income ought to 

be taxed if the individuals’ abilities are related to preferences for saving. (Golosov et al., 

2013)  

If investors were presented with the question of what they would do to their risky 

investments if tax rates would increase, the responses would most definitely vary. One 

wouldn’t change their risky asset allocation; others could increase the share of risky assets 

due to the loss offset in taxation and others while some might decrease the share of risky 

assets in their portfolio. This is all dependent on the both the personal traits of the investor 

as well as the framing of the question. Recent literature suggests that inattention can lead to 

some taxes not being obvious. This complexity in tax systems can lead to investors making 

decision errors. (Hlouskova and Tsigaris, 2012) In this sense, the introduction of equity 

savings accounts to Finnish households can lead to the decision-makers (household 

investors) making less decision errors given that the new legislation on capital income is 

interpreted more straightforward.  The theory of optimal taxation could be seen as a way to 

minimize the costs of taxation (Sandomo, 2005). The direct and indirect costs associated 

with taxation are a vast burden on both government and the taxpayer that struggles to report 

their earnings. 

Mirrlees (1974) described optimal taxation through principal-agent model as government 

being the principal and individuals as agents. The behavior of agents under uncertainty is 

explained through utility-theory. Kahneman and Tversky (1979) described in prospect 

theory that the individual’s utility is dependent on how the outcome deviates from the 

reference point, not from the absolute value of the outcome. Reference point is usually 

considered maintaining the status-quo. Hlouskova and Tsigaris (2012) studied the capital 
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income taxation under prospect theory. The conclusion was that the risk allocation of assets 

in response to taxation depends on the reference level set by the investor and the impact of 

taxation on the given reference. A risk-averse investor can set a comfortable reference point 

that can lead to them short selling the risky assets. Despite the loss offset provisions in the 

tax code, capital income tax had no effects on risk taking when reference points were one’s 

current asset position or the gross after tax safe return from investment. This finding is 

contradictory to the previous consensus that taxation simulates risk-taking in expected utility 

models. A loss averse investor’s risk-taking can be simulated because the investor wants to 

preserve the goal at the pre-tax position. The investor then either invests or short sells the 

risky asset in order to stabilize the situation with regards to the relative losses. A notion in 

the paper was that risk taking is encouraged if the investor is driven by motives of either 

self-enhancement or self-improvement.  

In a good taxation policy, the tax burden is distributed evenly and just (Mirrlees, J. A., & 

Adam, S., 2010). Taxation should be simple and easily executable. In addition to this, the 

taxation would affect behavior as little as possible as changes in taxation policies usually 

tend to affect behaviors. The changes in taxation do in fact have concrete changes in 

investors behavior (VATT, 2013). An important notion to taxation is the principle of 

neutrality. The goal is to create as clear and as uniform tax policy, that is uniform with 

regards to time and different subjects. An important factor that leads and affects investors’ 

investment behavior is the inequality of tax treatment of different items. This leads to 

investors preferring assets that are subject to lower taxation. The goal is to create a system 

that doesn’t steer investor’s behavior to any specific asset. Thus, the goal is to promote the 

equality of taxation amongst various assets. (Mirrlees et al., 2011) Equity savings account 

can by the above definition, increase the equality of taxation and simplify it. 

2.1.2. Current Legislative on Capital Income Taxation in Finland for households 

In Finland, taxation is based on a schedular system where earned income and capital income 

are taxed separately. Ministry of Finance (2019a) states in their publication “Taxation of 

Capital Income” that capital income includes i.e. dividend income, capital income from 

entrepreneurial income, rental income, profit-share and capital gains, income from 

extractable land resources, income from sales of timber and certain interest income. The 

taxation of capital income in Finland is progressive, meaning, the tax rate for capital gain is 
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30% and for the portion of the taxable capital income that exceeds 30 000 the tax rate is 

34%. (Ministry of Finance, 2019a) Capital gain is the return between the acquisition price 

and selling price of the asset. The capital gain is realized only if the selling price is higher 

than the acquisition price. 

Capital income is taxed a bit differently depending on what type of capital income it is. 

Interests and other similar income are considered as capital income. Interest income on 

deposits and bonds are taxed with 30% tax rate. Dividends are capital income as well, and 

85% of the dividends on listed company shares are taxable income, and 15% is tax-free. 

Thus, the true tax rate is 25,5%. Taxable dividend income is taxed according to the current 

tax rate on capital income. (Finlex 1535/1992, 33§) Private company dividend taxation is 

treated differently from those of listed companies, and since this study focuses on investment 

income from listed company shares, the private company dividend taxation is excluded 

altogether. 

The actual taxable capital income is determined by the gross income and deductions. 

Therefore, the more deductions on the capital gains the less the investor pays taxes. 

Deductions may include for example all expenses incurred in the acquisition and 

maintenance of such income (this includes related interest), 35% of the interest related to the 

acquisition of an owner-occupied dwelling and losses on a source of income. A situation 

where the investor’s total amount of the deductions from capital income exceeds the total 

amount of capital income is called deficit in capital income. The deficit is from the difference 

between the taxable capital income and the deductible expenses incurred in acquiring or 

maintaining income, interest payable and the losses deductible from capital income. This 

paragraph is explained through the publication by The Ministry of Finance (2019a) 

“Taxation of Capital Income”. 

The attitudes of Finnish taxpayers towards taxes are something that can and should be 

improved. Up to 70% feel that the tax system in Finland is complex and hard to understand. 

However, the trust in the Finnish tax authority is high; 85% of people trust the Finnish Tax 

Authority. (Vero, 2017) The main concerns amongst Finnish investors is the fact that they 

see the taxation on different investment assets unequal. In indirect investment products, such 

as mutual funds and insurance savings products, the gains are taxable only when the investor 

cashes out the invested funds. In direct investments, like shares, the gains are taxed during 
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each transaction. Hence, the preferred assets are the indirect investment products as they 

enable the postponing of capital gains realization and reinvestments. (Ministry of Finance, 

2018a) 

2.3 Equity Savings Account 

In Finland, a proportionally large amount of citizens’ money is sitting in their bank accounts. 

In 2018 the net investments made by households grew in deposits and decreased in debt 

securities as well as in quoted shares and mutual funds. (Official Statistics of Finland, 2019) 

The trend in primary asset allocation amongst Finnish households has been in deposits. This 

is illustrated in Figure 2 below.  

 

 

Figure 2. Households’ net acquisitions of deposits, quoted shares and mutual 

fund shares (Official Statistics of Finland, 2018) 

 

The interests paid on the deposits in bank accounts is currently and has been minimal or non-

existent. The largest banks in Finland pay interest on term deposits for 10 000€ between 

0,1% and 0,35% (Kauppalehti, 2019). Therefore, bank deposits are a poor investment as the 

capital does not grow and benefits of compound interest are not reached with such low 
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interest percentages. ECB’s policy rate and 12-month Euribor have drastically decreased 

after the financial crisis. Below, the figure illustrates the development of the interest rates 

level after the financial crisis. 

 

 

Figure 3. European Bank Policy rate and 12-month Euribor (Finland’s Bank, 

2019c) 

 

The non-existing interests paid on deposits as well as the desire to engage household 

investors to invest their financial assets to more profitable products is a wider concern than 

just in Finland. Finland is part of the European Union (referred as EU). EU has taken an 

initiative to deepen and harmonize the capital markets in EU. The goal is to step by step 

create a uniform capital markets union by 2019. The goal of this kind of uniform capital 

market is to establish a more stable, adjustable and competitive financial system in EU, ease 

the financing of businesses, reduce the cost of raising capital and increase the options for 

investors and savers in the entire EU region. (European Council, 2019) One of the main 

problems with the current capital markets is the low levels of investments made by retail 

investors. Households in EU are all the more frugal compared to rest of the world, but the 

savings lie in non-profitable bank account deposits. Additional investments made to capital 

markets are seen as a great way to respond to the challenges posed by population aging and 

low interest rates. Hence, the capital markets union aims to promote retail investments and 

encourage small investors for more active participation in the financial markets. As a means 
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for promoting retail investments are among other things, a better set of options in investment 

products and an easier access to retail financial services across the EU. (European 

Commission, 2017) 

An incentive was made by the Finnish Ministry of Finance for households to begin to invest 

in shares and as a result get a better yield for their money. The main goal is to increase 

investment activity, retail investments and saving as well as to increase the variability of 

different investment products. As stated previously, because households’ financial assets lie 

in non-profit-bearing deposits, the encouragement of retail investments is important. In 

13.3.2019 the Finnish parliament accepted the proposal on equity savings account targeted 

for small investors in the beginning of 2020. Equity savings accounts can be used to invest 

up to 50 000€ in listed company shares. The rise in the value of the initial investment isn’t 

calculated in the total of 50 000 euros. So, if the customer invests 10 000 euros to their 

personal equity savings account and the value of the investment rises to 100 000 euros, the 

customer is still able to invest additional 40 000 euros to the account (Ministry of Finance, 

2018b). 

The main benefit of the usage of the account is that the funds in the account are only subject 

to moderate capital income tax upon withdrawal (Ministry of Finance, 2019b). In summary, 

small investors are able to buy and sell shares for up to 50 000 € within the account without 

the hassle of paying taxes in each transaction. Taxes are only paid at the point of withdrawal. 

In addition, the information on the savings’ value and withdrawals will automatically be 

provided to Finnish Tax Administration (Helsinki Times, 2019). The only relevant 

information for the Tax Administration is the amount of money transferred into the account 

in total, the value growth of the entire portfolio and the money withdrawn from the account 

(Finnish Foundation for Share Promotion, 2019). Taxes are paid on gained capital income 

with either 30% or 34 percent tax rate. The percentage depends on whether the sum of the 

capital gain is below 30 000 € or above. Investor pays 30 percent tax rates on capital income 

that are below 30 000 euros and 34 percent on the proportion that exceeds 30 000 euros. This 

taxation policy is significantly less complex compared to existing one – and this was the 

goal; to uniform the taxation with regards to different investment products. As of now, 

taxation on quoted shares is more intense compared to mutual funds and insurances, which 

diminishes investing in quoted shares position compared to other products. 
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The customer can open the equity savings account with any bank or financial institute 

offering it. Once the account has been opened, money can be transferred in and buy shares 

through the bank’s or service provider’s system. The customer can buy either domestic or 

foreign listed shares and First North -shares. One of the benefits is that also dividends from 

shares can be reinvested within the account without paying taxes in the middle. Thus, 

compound interest benefits can be gained even with smaller investments in a faster pace as 

long as the investments made are profitable. Thus, if an investor is looking for a longer time 

horizon for their investments, equity savings account is ideal for them as reinvested earnings 

and dividends reach the benefits of compound interest faster within the account. A notion to 

be made here is that the investor cannot invest in mutual funds or ETFs through the account. 

As funds are a low-barrier beginner-friendly option for an investor to begin investing, this 

can be a tricky subject. Households that are not yet investing in the stock markets may feel 

incompetent and not well-enough educated to make the buy and sell -decisions on stocks.  

An important factor in whether the Finnish investors choose to open the account in 2020 are 

costs. The maintenance and transaction costs are service-provider-specific. If the costs are 

considered too high for the household investor, the opening of the account and the success 

of it may be in a lower level than anticipated. Thus, there should be enough competition 

amongst the service providers so that the costs related to the account would be at their most 

minimal level. 

The losses incurred in the account cannot be reduced in taxation. If  the fair value of the 

equity savings account at the time of the termination of the account would be less than the 

combined value of the cash deposits made into the account, would the investor incur a loss 

the size of the difference between the net amount of cash payments made to the account and 

the fair value of the equity savings account. This loss would be deductible from taxable 

capital income in the year during which the account was terminated. If other capital income 

is not sufficient enough to cover for the loss on the equity savings account, the remaining 

amount of the loss will become a loss of capital income that is deductible for 10 years. 

An example is now provided to demonstrate how the taxation with the equity savings 

account will be executed: 
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The customer has transferred 10 000 euros to their equity savings account. The value of the 

investment is now 11 000 euros, so the return on the investment in total is 1 000 euros. If the 

customer decides to withdraw half of the assets in the account (5 500 euros), and  taxable 

capital income is half of the returns, 500 euros. (Ministry of Finance, 2018b) 

 

2.3.1 The reception of similar products in other EU countries 

There are similar products to equity savings account in other countries already. These 

countries include Sweden, Norway, Denmark, United Kingdom and Estonia. Sweden’s 

corresponding product is ISK-account. There can be various different investment 

instruments like cash, quoted shares, mutual funds and bonds. The taxation varies from the 

Finnish way, as it is a yearly tax that is determined by the value of the investments; there are 

no tax on capital gain nor deductions. The introduction of equity savings ISK-accounts 

(investeringssparkonto) in 2012 increased retail investments and has had a positive effect on 

stock market trading. It has been a success in Sweden amongst investors, as there are over 

2,1 million account owners which equals almost 19% of the Swedish population. ISK-

accounts have simplified and eased investing, but it has made taxation more complex. 

(Eduskunta, 2018) 

In Norway, the corresponding product is “aksjesparekonto” ASK-account. It was introduced 

to the Norwegian households in the fall of 2017. Account owners can store quoted shares, 

mutual funds and capital gains from the investments, that are tax-free within the account. 

The quoted shares bought with the account must be listed in European Union or Norway and 

the mutual funds must include 80% share of quoted shares listed in European Union or 

European economic region. In Norway, there are no upper or lower limits on the funds placed 

in the account, and the tax on profits is based on deferred tax on capital gains. Deferred tax 

on capital gains means that profits are taxed when an investor withdraws funds from an 

account and exceeds the amount of funds invested in the account. There were over 150 000 

accounts opened during the first 3 months after introduction. (Eduskunta, 2018) 

In Denmark, the savings account “aktiesparekonto” was introduced in the beginning of 2019. 

There are yearly upper limits on the account. Investors can open one account and in 2019 

the maximum amount of transferrable money is 50 000 Danish Crowns. The upper limit of 
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transferrable money to the account will be increased so that the limit in 2022 would be 

200 000 Danish Crowns. In Estonia, a similar product to equity savings account was opened 

in 2011. There are no limits regarding the account, however, the service provider can 

establish their own rules regarding account opener’s age. Through the account, investor can 

invest in quoted shares, bonds, mutual funds, bonds of various sorts and some life insurance 

contracts. Trading must be done in the European economic region or in a country in OECD. 

The upper and lower limits of transferrable amounts to the account are established by each 

service provider. Taxation is only at the point of withdrawal and tax liability will be incurred 

only if the payments from the account exceed the installments made to the account. 

(Eduskunta, 2018) 

In the United Kingdom the corresponding product is called Individual Savings Account, 

ISA-account. They have been established for as long as since 1999. There are four different 

kind of ISA-accounts available for adults. ISA-Cash is for cash deposits, Stock and Shares 

ISA is for stocks, shares in mutual funds, trusts and bonds and Innovative Finance ISA is for 

peer loans and crowdfunding instruments. Lifetime ISA is for adults under 40 years to save 

money for first apartment or to start retirement pension savings. The maximum yearly 

installment for the ISA-account was raised to 20 000£ in 2017. The maximum is for all ISA-

accounts’ combined value together. ISA-accounts are entirely free from personal income 

and capital gains taxation. The ISA-accounts are extremely popular in the UK and they are 

expected to gain even more popularity in the future. In the April of 2016 there were 22 

million ISA-account users. (Eduskunta, 2018) 

All in all, the popularity of products similar to Equity savings account have gained an 

enormous popularity in the different countries in Europe. Products may vary in details, but 

the overall goal is the same for each; to encourage small investors to invest in capital markets 

and to engage population to seek out better return for their financial assets than from 0% 

interest deposits. 
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2.4 Taxation’s effects on investment behavior 

Investment decisions are clearly affected by taxation. Capital gains are reduced by taxes 

whereas losses are either fully or partially deductible. Thus, taxation is a key contributor to 

the income that the investor can expect to gain from their investments. In addition to this 

direct effect taxation has on investment decisions and investment behavior, there are also 

other, more subtle ways, it contributes to the decision-making process (Fochman M., 

Kiesewetter D. & Sadrieh A., 2012). The following chapter introduces the ways taxation 

affects investment decision-making process of an investor. 

 

2.4.1 Rationality and stating taxes 

The following chapter is referring to author’s, Riihimäki, Annina (2017) Bachelor’s Thesis 

“Irrational Investment Decisions Amongst Finnish Investors”. Efficient markets work under 

the assumption of rationality. Despite the theories of conventional finance, irrational 

investment decisions occur often in the financial markets. There are many theories that 

contradict the assumption of a rational investor (Jain 2015, 7-8). Economics have risen 

against the conventional finance theory. It has been emphasized that the psychological and 

behavioral factors affect the decision-making process in the financial markets. (Malkiel, 

2000) Various studies have analyzed the sensitivity of market equilibria to imperfect 

information and one of the conclusions have been that the properties of the market equilibria 

are sensitive to strategies used by individuals (Grether, 1980). These strategies are dependent 

on the individual and can be irrational. Neoclassical economics describes that buyers attempt 

is to maximize their well-being by increasing their purchases and basing these decisions 

rationally. Neoclassical economics assume that people have rational preferences among 

outcomes, individuals maximize utility and companies maximize profits and finally, people 

act independently on the basis of relevant and sufficient information. (Weintraub, 2002) 

Markets however can be efficient despite the irrational behavior and cognitive biases that 

affect their decision-making (Daniel and Titman, 1999). Under uncertain decision-making 

situations, individuals make irrational investment decisions and they are usually affected by 

cognitive biases (Serfas, 2011). Errors in judgment may vary largely and one of them can be 

incorrect valuation of an individual stock (Malkiel, 2000). 



 
21 

Individuals often make irrational decisions especially under uncertainty. Irrational decisions 

can be seen as a result of individuals’ bounded rationality. Bounded rationality describes the 

framework for when individuals make decisions. Their rationality is restricted by for 

example cognitive limitations of their minds. (Simon, 1955) 

Rationality and profit maximization in terms of taxation on capital gains is at first thought a 

simple thing. On a deeper thought the two things combined together are actually rather 

complex. If investors were to act rational, they would report their actual income in the fear 

of government sanction. This would require the sanctions to be severe enough to prevent 

frauds with taxation. However, when profit maximization is added to this, the equation 

becomes more complex. As the expected cost of the sanction to the taxpayer is less than the 

amount of taxes they would need to pay, a profit maximizing taxpayer investor would not 

pay taxes. Thus, the phenomenon of rationality, profit maximation and taxes are truly 

complex. All in all, as this study focuses on the taxation and taxpayers’ attitudes and 

behavior in Finland, tax evasion is not as easy as the previous theory suggests. The tax 

authorities in Finland are very effective as the combatting of the grey economy is the top 

priority of the Tax Authority in Finland. The tax authority has tax audits, campaigns and 

customer guidance and supervision for combating the grey economy (Vero, 2019). 

It is prominent in the existing body of literature that a rational investor reacts to tax by 

increasing the level of risky investments to make their distribution of net tax risky income 

the same as prior to the tax imposition while keeping expected utility unchanged. (Hlouskova 

and Tsigaris, 2012) The general notion is that a proportional capital income tax with loss 

offsets encourages risk-taking behavior. However, Stiglitz (1969) showed that risk-taking 

will increase under the assumptions of nondecreasing relative risk aversion and decreasing 

absolute risk aversion when a proportional capital income tax increases.   

 

2.4.2 Tax evasion 

Tax evasion is a serious issue where either individual, corporation or a trust either 

deliberately or by mistake misrepresents the actual earned income to the tax authorities. This 

is a result of wanting to reduce tax liabilities and either declaring less income or gains or in 

turn declaring larger deductions. A clear distinction is needed to clarify the difference 
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between evasion and avoidance. The main difference boils down to legality of taxpayer’s 

actions. Tax evasion is a violation of the law whereas tax avoidance is within the legal 

framework of the law. Tax avoidance is the exploiting the loopholes in tax law to reduce tax 

liabilities. (Sandmo, 2004) A prime example of this is for example converting earned income 

to capital income.  

Tax evasion is a result from a principal agent relationship; taxpayers (agents) are motivated 

to act in favor of their best interests, that are contrary to those of the government and tax 

authorities (principal). Tax payer usually has two main strategies when stating taxes. They 

can either 1) state the actual earned income or 2) declare less than they actually earned. This 

decision is made under uncertainty. This is due to the fact that the understating of earned 

and capital income by the taxpayer does not automatically lead to a penalty. The risk realizes 

solely if the taxpayer becomes investigated by the tax authorities. (Allingham and Sandmo, 

1972) Thus, there’s a moral hazard as citizens are able to underreport their income. If citizens 

would act rationally as they are assumed to behave in economic literature, the government 

could solve the issue of tax evasion by enforcing large enough sanction as a threat 

(Allignham and Sandomo, 1972). The root problem of this is that in many countries the 

sanction is below the amount of taxes they would have originally needed to pay. So, the 

expected cost of the sanction is lower than gains from tax evasion. (Engel, Mittone and 

Morreale, 2019)  

A profit-maximizing citizen would then exercise tax evasion by either not paying at all or 

paying some amount. Nevertheless, as this does occur, it is not as common as one could 

assume. Tax evasion would seem to be less frequent than profit maximization would lead to 

believe. (Engel, Mittone and Morreale, 2019) Taxpayers’ behavior in exercising tax evasion 

can also be viewed as rational calculus and assessment of costs and benefits of evasion 

(Franzoni, 1999). Sandmo (2004) states in his work that in order for tax evasion to be optimal 

for the taxpayer, a necessary and sufficient condition for tax evasion is that the expected 

penalty rate is less than the regular tax rate.  

According to economic theories, the evasion problem is a result from variables (incomes, 

sales, revenues, wealth, etc.) defining the tax base being not observable. Meaning, external 

observer can’t see the actual magnitude of individuals tax-base and thereby can’t know the 

true tax liability. Things such as cash payments make the identification of the true tax base 
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nearly impossible. (Franzoni, 1999) Economic literature has established that tax evasion 

increases as income increases and this is especially heightened when the tax rates increase 

(Clotfelter, 1983). As taxes and tax percentages are relatively high in Finland compared to 

other countries, it could be assumed that tax evasion would be common in Finland. 

Despite multiple attempts in trying to solve and find exhaustive solutions to tax compliance, 

no single simple solution should be accepted as the problem in itself is vastly complex. There 

is also empirical evidence on Finnish taxpayers’ attitudes towards tax evasion. Vero (2017) 

states in their study on Finnish taxpayers’ attitudes that 46% didn’t feel that any of the 

reasons presented to them in the study was sufficient enough to not pay taxes. The same 

number in 2015 was 33%. Thus, in Finland people truly pay taxes and tax evasion is not as 

common. The Tax Authority in Finland constantly developing electronical and automatic 

controls in collaboration with various stakeholders and banks in order to combat grey 

economy. Evading taxes isn’t a possibility with the Equity Savings Account as the Tax 

Authority is automatically provided with the information through the account provider. 

Hence, tax evasion isn’t so relevant with regards to this study. However, this theory helps to 

understand the issues related to taxation and the complexity of the entire system. 

As stated in the previous chapter, tax evasion is a phenomenon where taxpayer underreports 

their income in order to pay less taxes than they are obligated to. Despite tax evasion being 

an optimal choice for a profit-maximizing taxpayer, the phenomenon does not occur as often 

as one might think. This can be thanks to tax morale. (Engel, Mittone and Morreale, 2019) 

Tax morale can be defined as taxpayers’ perceptions and attitudes towards paying and 

evading taxes (OECD, 2019). An explanation to tax morale is that people see paying taxes 

as an expression of national identity.  

Empirical evidence from Finland suggest that Finnish taxpayers’ attitudes towards paying 

taxes are more and more positive as Finnish taxpayers feel paying taxes is their national 

duty. The Finnish Tax Authority conducted a research to determine the attitudes of the 

Finnish taxpayers. According to their attitude survey (2017) up to 79% of Finnish people 

happily pay taxes. 96% feel that paying taxes is important because by doing so citizens are 

able to support the maintenance of welfare state.  
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2.4.3 Tax planning 

Tax planning is the act of planning and anticipating the different tax liabilities in various 

situations and trying to minimize the true tax liability for the taxpayer. Tax planning tries to 

achieve to opposing goals simultaneously; maximizing the net profit and to pay as little taxes 

as possible (Back, 1995). As the two goals are the opposites of one another, there are plenty 

of issues to be solved in order to maximize profit and minimize taxes. Accurate and effective 

tax planning requires extensive calculations and thus, it is usually a service provided by 

various financial advisory institutes for both private and institutional citizens. As tax 

planning services are usually provided by financial advisors, it can also be costly. However, 

this chapter briefly introduces the basics of tax planning and establishes how the equity 

savings account can be in favor of the private household investor in terms of tax planning. 

Generally, the main principle to follow is that if taxpayer’s income remains roughly the same 

year after another, they should defer income in order to be able to defer taxes (Mogenthaler, 

1995). As the equity savings account is in a way a tool for deferring taxes, it automatizes the 

execution of some sort of tax planning. In tax planning, key component yearly is to “clean 

out” the investor’s portfolio before taxes are stated. This means, that investors should clean 

out their portfolios so that the capital losses are sufficient enough that they can offset against 

any capital gains realized (Krishna, 2013). 

The main goal in tax planning is to avoid paying taxes legally, so minimizing the total 

amount of taxes to be paid. If this is not possible, the next best option is to postpone the 

paying of taxes. However, if the paying of taxes is postponed far into the future, the risk of 

changes in legislation becomes evident. Thus, the tax payments should be postponed to the 

future but not too far. The reason why paying taxes should be postponed is from one of the 

most famous economic findings; the time-value of money. The present value of discounted 

cash flows in the future is worth less than the identical sum now. And as taxes are undesirable 

and taxpayer wants to minimize the total amount of their tax liabilities, the discounted 

amount of taxes in the future are worth less than the exact same amount at this time. 

So, in summary the equity savings account is a means of executing tax planning. In fact, it 

is an easy and sort of “natural” way for the investor to minimize tax liabilities. In case the 

investor does not withdraw gains consistently (which would not be at all wise, as the account 
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is intended for the exact opposite) the benefits of tax planning with regards to postponing 

the taxes are achieved.  

 

2.5 Investment decision-making 

The following chapter is referring to author’s, Riihimäki, Annina (2017) Bachelor’s Thesis 

“Irrational Investment Decisions amongst Finnish Investors”. There are many factors 

affecting investors’ investment decisions and the processes that go along with it. In the 

context of this thesis the understanding of investment decision-making under uncertainty is 

relevant since all investment decisions are made under some amount of uncertainty. 

Uncertainty in itself contributes a lot to investor’s decision-making. Investor can choose to 

take the risk with the given asset and hope for the desired expected return. When taxation is 

added to this equation, the problem in itself becomes even more complex. As the capital 

gains from the investment are impossible to know beforehand, taxation in the end from the 

gained income can be a contributing factor for many investors. Taxation reduces the net 

profit, but deductions help the investor in the case of capital loss.  

Without loss offset the effects of taxation on risk-taking are inconclusive. Investor’s yield 

will be cut by taxation, while risk is unchanged. Therefore, the investor will want to take 

less risk. On the other hand, investor wants to compensate the tax-induced reduction in 

income by the risky investments. Total effects are ambiguous and are dependent on the 

investor’s utility function. With full loss offset risk-taking will not be less attractive as risk 

and yield are reduced by the same amount and with partial offset the results are uncertain 

again.  (Fochmann, Kiesewetter and Sadrieh, 2011, 231-232) However, the equity savings 

account may simplify taxation on capital gains to a novice investor. Investor can either 

choose to withdraw the gained capital income as soon as profit is realized or in the future 

and only pay taxes at the point of the withdrawal. 

An investment is a present sacrifice for future benefit, but since the future is unknown, 

investments should rather be defined as a certain sacrifice for an uncertain benefit 

(Hirshleifer, 1965). Investment decisions are always made under some amount of 

uncertainty because it is impossible to foresee the true returns and the fluctuations in the 
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value of the investment beforehand. Several writers have studied investors’ behavior in 

uncertain environments. Sharpe (1964) stated an assumption that all investors have access 

to the same information and agree about the risk and expected return of the assets. However, 

even though the information of the financial assets is in the reach of everyone, the perception 

of risk varies amongst investors. This perception can be explained by individual’s personal 

attributes and previous experiences. Investment decision-making is highly dependent on the 

emotions of the person making the decisions. Previous experiences and overall emotions 

have an effect to the decision being made. (Causse, Péran et al., 2013)  

Investing can be seen as a multistage process: it begins from the identification of the 

investor’s ability to tolerate risk. Investment decision-making process ends on the evaluation 

of the investment made. (Kallunki 2002, 13) Decision-making can be described as the 

selection of course from all the possible options. In the past, scientists tried to understand 

the decision-making process based on various mathematical models. However, the direction 

for the analysis has most recently shifted to emphasize more psychological factors. (Chick, 

Pardo, Reyna and Goldman, 2012) This emphasizes the importance of mental factors 

attributing to investment decision-making. These mental factors that explain investor’s 

behavior can be for example cognitive biases that are introduced later. 

When making investment decisions, the amount of information affects the outcome. One 

factor that tributes to the investment decision is a called “paradox of choice phenomenon”. 

When individuals are presented with an extensive choice set, they are less likely to make a 

decision than when the choice set is more limited. (Kida, Moreno and Smith, 2010) 

Gigerenzer and Goldstein (1996) presented the same notion that in complex decision-making 

situations, individuals with limited knowledge resort to satisficing algorithms. This theory 

would argue that it is important for the company selling investment products to present the 

necessary but not excessive information to the investor. Investors that are well informed and 

financially educated are able to make good investment decisions for themselves and thus 

improve their financial well-being (Hilgert, 2003). Thus, it can be perceived that in order for 

an investor to make investment decisions the amount, quality and adequacy of information 

attributes. The importance of information has been studied before by for example Duncan 

(1972) as he studied to identify characteristics of the environment that affect the decision-
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making process. One of the discoveries was that even though decision-makers had enough 

information in their estimates they were uncertain of the accuracy of these estimates.  

It can also be seen that today the data for investment decision-making is in the reach of 

everyone, since the information technology provides various outlets for investors to seek 

information (Morreale et al., 2016). This would lead to think that all investors would have 

all the necessary information in order to invest under uncertainty. However, people act 

irrational and the presence and availability of information doesn’t guarantee rational 

investment-decisions. This is where the cognitive biases and bounded rationality come to 

play.  

Herbert Simon (1955) introduced the theory of bounded rationality. Bounded rationality is 

a concept used in analyzing individuals’ decision-making process. It describes how the 

choices people make are determined by the knowledge that they do and don’t have and their 

ability to evoke that knowledge when it is relevant (Simon, 2000). Bounded rationality 

occurs when the lack of perfect information is present. In these situations, the decision-

makers are forced to make decisions with the existing knowledge and data available. 

(Roehrich, Grosvold and Hoehmose, 2014)  

Harry Markowitz (1952) stated rules that would help to understand the behavior behind 

investor’s decision-making. In his thesis he stated that investors act upon maximizing their 

discounted expected returns and that the investor desires the return of the investment and 

finds variance of the return as undesired. (Markowitz 1952, 77) These two rules would help 

to understand the behavior behind individuals’ decision- making and the factors attributing 

to it; gain as much as possible and hope that the return doesn’t vary.  

In summary, despite of the knowledge and available information, investor’s behavior under 

uncertainty is not easily explained. Sometimes the decisions being made can be very rational 

and other times the decisions end up being contradicting and irrational. The irrationality can 

be explained by personal characteristics or personal experiences.  
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2.5.1 Investment Horizon 

Investment time horizons vary a lot. There are as many strategies for the time horizons as 

there are investors. One seeks to find short-term profits while another seeks to increase the 

value of their investment for a longer time period. Dickson and Shoven (1993) argued that 

investors never realize any capital gains. Rather, they assumed that the investor would 

eventually die and thus the actual time horizon would extend beyond death. However, 

studies show that investors hold their mutual fund assets for less than seven years (Zivney, 

Hoban and Ledbetter, 2002). Thus, this does not support the assumptions of retirement 

horizon nor the death horizon as investors seem to prefer to realize their assets way prior to 

this. 

A way for investor to impact the after-tax returns of their investments is through timing 

decisions. Naturally, capital gains would be wise to realize if it is expected that the tax rates 

in the future will be higher than now. The equity savings account can be seen as a positive 

development to household investor. The account enables the investor to play time and 

strategize with the timing of the taxation thanks to capital gains not being taxed at every 

transaction but at the time of the withdrawal. Constantinides (1984) argued that taxable 

investors should realize their capital gains each year to maximize after-tax wealth whereas 

Dammon, Dunn and Spatt (1989) came to a completely contradictory result. The explanation 

to the differences may be explained through the differences in assumptions about the 

ultimate investment horizon (Zivney, Hoban and Ledbetter, 2002). Constantinides assumed 

that the investor wants to realize the investment during their lifetime whereas Dammon, 

Dunn and Spatt assumed the investor wants to leave the investments to their heirs.  

Constantinides (1984) showed that when long-term and short-term capital gains rates are the 

same, optimal strategy is to recognize losses each year and defer capital gains indefinitely. 

In the case of this study, the equity savings account can be seen to remove a large portion of 

the hassle related to the constant debate and insecurity of when to realize capital gains. As 

the investor is free to buy and sell within the account without paying taxes and only paying 

the tax liability at the time of the withdrawal, the need for tax advisors may decrease in the 

field of capital income gains tax advisory for private households and the barriers for 

investing can be drastically diminished. All in all, the equity savings account is a positive 
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development direction for private investors. It allows the investor to choose which ever 

investment horizon they desire without taxes being a contributing factor in it.  

 

2.5.2 Risk Definition 

This chapter refers to author’s, Annina Riihimäki (2017) Bachelor’s Thesis, “Irrational 

Investment Decisions Amongst Finnish Investors”. Since the goal of this thesis is to examine 

the impact and effects taxation has on investment decisions of an investor, a key factor to 

understanding investor’s behavior is to understand their perception of risk. Investment 

decisions are made as a result of investor’s analysis of risk and return. Risk can be most 

easily explained by the total variation of the returns of the investment. The total variation 

can be calculated by the standard division, which describes how much the return of the 

investment diverges from its long-term average return during a certain period of time. 

(Kallunki 2002, 29) 

One of the most famous risk definitions was provided by Frank Knight (1921) in his work 

“Risk, Uncertainty and Profit” where he distinguished between risk and uncertainty. He 

defined only quantitative uncertainty to be risk. He stated that it is important to distinguish 

uncertainty from risk. He stated that measurable uncertainty or another words “risk” must 

be separated from the un-measurable. (Knight, 1921) However, the definition has gotten 

criticism due to the fact that it is not actually an exhaustive definition (Holton, 2004). Risk 

occurs when the future is unknown but the probability of different outcomes in the future is 

known. Uncertainty occurs when the probability of the future itself is unknown. (Miller, 

1977) 

Another famous and recognized output to the understanding of risk is by Harry Markowitz 

(1952) as he established a mathematical base for the portfolio theory in his doctoral thesis 

(Holton, 2004). The core idea of portfolio theory is to diversify the risk. Markowitz didn’t 

provide an explanation for risk rather than a rule, which implies that investors consider 

expected return desirable, and the variance of the return undesirable (Markowitz 1952, 77). 

This assumption suggests that investors seek certain returns leading to suggest that risk 

averse behavior would be the norm. Holton (2004) defined risk to have two main elements, 

exposure and uncertainty. Exposure means that the individual perceiving risk must have a 
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personal interest in the outcome and uncertainty is the established truth that one can never 

know for sure what happens. All in all, Holton’s definition of risk is “exposure to a 

proposition of which is uncertain”. (Holton, 2004) In summary, an investor that has a 

personal interest in the outcome of the investment that is unknown has more risk in their 

investment. 

Traditionally risk has been embraced as the danger of loss even though financial theories 

describes risk as the dispersion of the unexpected outcome of the investment. The 

unexpected movements of the financial variables explain this dispersion. (Jorion 2001, 81) 

As a conclusion, a way to activate investors in financial markets would be to shift the 

direction of the definition of risk to rather describe possibility of return than the fear of loss. 

The fear of loss can often lead to loss aversion and it could affect to irrational decisions when 

the investors are in fear of the variation of the value of their investments.  

2.5.3 Risk Profile 

This chapter refers to author’s, Annina Riihimäki (2017) Bachelor’s Thesis “Irrational 

Investment Decisions Amongst Finnish Investors”. When trying to understand the 

investment decisions being made one must examine the risk behavior of an investor. Sitkin 

and Pablo (1992) characterize risk behavior as “the degree of risk associated with decisions 

made”. The investor must recognize how much they are willing to tolerant decrease in the 

value of their investment and what is the maximum loss that the investor can tolerant. 

(Puttonen 2011, 23-24) Risk profiles are traditionally categorized to ether risk averse or risk 

seeking. The ability to tolerant risk is dependent on the individual perceiving the risk (Simon, 

Houghton and Aquino, 2000). However, the case company classifies its clients in five 

profiles: careful, moderate, balanced, return seeking and highly return seeking. This means 

that the case company is more able to take into consideration the individual features of an 

investor. This can lead to more effective investment suggestions since clients can be 

specifically categorized in their risk profile.  

Traditional financial theories assume that all investors are risk averse. Risk averse investors 

are often interpreted as rational investors. (Puttonen and Repo 2011, 23-24) However, one 

must be mindful of this assumption since there are other factors attributing to rationality than 

only individual’s risk profile. Tversky and Kahneman (1979) suggested that individuals that 



 
31 

are protective of prior gains are risk averse. Thaler and Johnson (1990) showed contradictive 

in their research as they stated that individuals are risk averse when they have previous 

experience of prior loss and risk seeking when they have experience in prior gain. The prior 

negative or positive experience creates an affect to individual’s mood. Thus, the past 

experiences would affect the risk profile of an investor. Another study that supports this 

claim that prior experience affects the risk taking of an investor is by Osborn and Jackson 

(1988). Their research suggested that the prior experience of executives’ that work in 

dangerous environment companies affect their current and future actions. These theories 

suggest that the strongest explanatory factors to investors’ behavior are previous 

experiences.  

Another addition to the risk profile of an investor comes from the studies of Gilovich, Valone 

and Tversky (1985) as they brought forward the concept of “hot hand”. In their research they 

studied the description used of outstanding basketball players. The player’s outstanding 

performance during a certain period of time is used when describing the athlete rather than 

their overall record. This is a phenomenon commonly seen in the athlete world. This can be 

generalized to the analysis of the risk profile of an investor. Investors that have experienced 

bad luck during the day may tend to interpret their chances of winning lower than the stated 

probability (Thaler and Johson, 1990). In summary, the hot hand concept means that 

common occurrences are more likely to happen again.  

One factor that has been studied before regarding risk profile is gender. It has been presumed 

that women would tend to be more risk averse than men. This may stem from the unequal 

perception that women wouldn’t be as good leaders and decision- makers as men. Women 

are considered to be more conservative in investment decision-making meaning less risk-

taking and thus lower return expectations. (Schubert, Brown et al. 1999) Studies have shown 

that the statement that women are in fact more risk averse is true by for example Jianakoplos 

and Bernasek (1998) and Powell and Ansic (1997). More recent study also supports the 

argument that women are indeed more risk averse by for example Charness and Gneezy 

(2012). Despite of the results, it is suggested to use caution when interpreting gender 

differences as general trait due to the fact that it can further encourage stereotypical concept 

that women would be less able as financial decision-makers (Powell, Ansic 1997). All in all, 
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based on the previous studies it could be interpreted that women are less risk seeking and 

thus in line with traditional financial theories, they would act more rational.  

Non-linear income taxation can lead to investor making risky choice decisions. If the 

financial benefit of loss deduction is underestimated by an investor, they may be willing to 

invest in less risky projects than they would be with a non-biased perception of taxation 

(Fochmann, Kiesewetter and Sadrieh, 2011, 231-233). There are three different scenarios 

depending on the offsetting of losses that affect investment behavior. The first one is where 

the losses cannot be offset, and the investor carries out the entire risk by themselves. This 

reduces risk-taking. The second one is the scenario of complete loss offset. In this case the 

risk and return of the investment are reduced by the tax percentage so that the return per unit 

of risk-taking doesn’t change. The final one is partial offset, where the return decreases by 

a greater percentage than the degree of risk. In this case, the results will fall somewhere 

between the first two scenarios presented. (Domar and Musgrave, 1944) Risk profile is a 

determining factor in every investment decision since it guides investor’s decisions. Equity 

savings account is intended for only investments directly in quoted stocks, not for example 

mutual funds. Thus, it is important for the service provider of the account to be aware of as 

investors who have low tolerance for risk may not be interested in opening the account. This 

is a notion worth paying attention to. However, many stakeholders tried to lobby the 

regulation of the account so that it would also allow to invest in mutual funds and ETFs. As 

the similar products to equity savings account in other countries allow these products, it 

might be a future development to the account in Finland. However, this is a result of political 

decision-making process, that usually requires time and patience in order for changes to 

happen. 

 

2.5.4 Risk perception and risk propensity  

This chapter refers to author’s, Annina Riihimäki (2017) Bachelor’s Thesis “Irrational 

Investment Decisions Amongst Finnish Investors”. Risk perception is defined as 

individual’s assessment of how risky a situation is (Sitkin and Weingart, 1995). Risk 

perception is highly influenced by decision consequences, uncertainty and information. 

Other attributing factors to individual’s risk perception are the lack of information and the 
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amount of possible loss. (Baird and Thomas, 1985) In their famous “Prospect Theory” 

research Kahneman and Tversky (1979) suggested that individuals’ risk behavior is 

influenced by how that specific situation is framed. According to their findings, investors 

exhibit loss aversion when they have previous experience in in loss in financial wealth than 

when experiencing similar size gain. Other studies have however shown contradictory 

results that suggest that prior outcomes of individual’s risk-taking behavior can predict 

future risk-behavior (Osborn and Jackson 1988; Thaler and Johnson, 1990).  

As mentioned, the perception of risk is dependent on the personal attributes of individuals. 

Meaning one’s perception of a risky investment may not be the same in someone else’s 

mind. Due to the fact that operational definitions of risk are to be applied to which can be 

perceived it is merely impossible to operationally define risk - it is only possible to define 

one’s own perception of risk (Holton 2004). Operationalism in this context arises from the 

studies of Bridgman (1972). He refers operationalism to the fact that definitions of anything 

stem from the knowledge that is based on experience. This is why definitions can only be 

meaningful if they refer to experience. Hence the description of risk is dependent on the 

previous experiences of the person perceiving the risk.  

There has been discussion as to what exactly affects the investor’s propensity to take risk. 

Risk propensity is described as individual’s tendency to either take or avoid risk. It is a 

feature that can modify and change over time. (Sitkin, Weingart, 1995) Risk perception 

varies amongst individuals due to cognitive limitations as they simplify strategies (Schwenk, 

1986). Since cognitive biases affect the information individual exploits, they may affect how 

individual perceives risk (Barnes, 1984).  

Another factor attributing to individual’s risk propensity is the amount of information 

presented to the individual (Morreale et al., 2016). Risk propensity can vary depending on 

how the risk is presented. Risk can be presented in various ways. It can be presented as a 

number, a graph or a verbal description. Kaufmann et al. (2013) presented risk to their 

participants in four different ways: numerical description, experience sampling, graphical 

display and a combination of these called the “risk tool simulation”. Participants were 

presented with information of a risky fund and a risk-free fund. Based on this given 

information they made an allocation to an investment portfolio. Risk propensity increased 

when presentation format of risk included experience sampling and displays of the 
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distribution of returns. Beshears et al. (2011) concluded that presentation of risk as a graph 

could increase risk taking. They also stated that reporting only aggregated returns rather than 

individual component returns can increase risk taking. Sitkin and Pablo (1992) described 

risk propensity to be dependent on the risk preference of the individual, inertia and previous 

history. Risk propensity affects risk perception and these two in combination form 

individuals’ risk behavior. Risk preference refers that individuals exhibit stable orientation 

as to whether they prefer risk or not. Inertia in this context means that an individual who has 

previously been risk-averse will continue to be so in the future as well. Previous history 

refers to previous success from risky behavior to modify risk propensity. (Sitkin and Pablo, 

1992) This would suggest that investor’s history and previous experiences with risk has the 

biggest effect on their risk behavior.  

 

Figure 4. Risk Propensity, Risk Perception and Risk Behavior, Sitkin and Pablo (1992)  

 

2.5.5 Biases and taxation 

This chapter refers to author’s, Annina Riihimäki (2017) Bachelor’s Thesis “Irrational 

Investment Decisions Amongst Finnish Investors”. Investor’s decisions can be affected by 

taxation in psychological ways. Individuals tend to exhibit a biased perception of their own 

tax burden. This is heightened in complex decision-making tasks. (Sadrieh, Kiesewetter and 

Fochmann, 2011, 230) The concept of decision-making biases is very important as investors 

tend to exhibit biases in their decision-making processes. 

In traditional finance, individuals are assumed to act rationally whenever making decisions. 

A rational investor is someone who combines existing information with new information 

gathered from various outlets by using Bayer’s rule, which implies that weights placed on 
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different pieces of information should be in line with the corresponding precisions (Daniel 

and Titman, 1999). However, when the environment for the decision-making includes 

limited knowledge and limited capability to process all the available information, individuals 

simplify the situation via mental shortcuts so that the situation becomes easier to concept 

(Gigerenzer and Goldstein, 1996) In this chapter some basic cognitive biases are presented. 

The interest for studying the heuristics and biases in the history has been more focused on 

non-business situations. However, cognitive biases have gotten more and more interest 

towards analyzing the effects in business-related incidents. (Serfas, 2011)  

Cognitive biases are described as common mental shortcuts that the individuals use 

whenever the decision-making situation itself is too complex for the decision-maker (Simon 

et al., 2000). Cognitive biases contribute largely to the irrational behavior of an investor. 

Irrational behavior is emphasized when making decisions under uncertainty. Cognitive 

biases are unconscious mental errors that occur is various decision-making situations. They 

affect the decision-making process by simplifying strategies for information processing. 

(Serfas, 2011) Cognitive biases can lead to underestimation of risk since they affect 

individuals’ perception of the given information (Morreale et al., 2016).  

Tversky and Kahneman presented in their (1979) paper their observations of the irrational 

behavior in decision-making situations. The irrational choices were caused by the cognitive 

biases individuals subconsciously implemented. Cognitive biases affect individual’s 

perception of information and as a result cognitive biases can lead to misinterpretation of 

risk or to overlook bad outcomes and uncertainty within their decisions. (Morreale at al., 

2016) It is possible to decrease the effect of cognitive biases by increasing knowledge and 

expertise since numerous studies have shown that behavioral biases decrease with expertise 

(Kaustia, Laukkanen and Puttonen, 2009). Saphira and Venezia (2000) found in their 

research that a common cognitive bias, disposition effect, was significantly weaker amongst 

professionally managed accounts in a major brokerage house compared to individual 

investors. This suggests that the knowledge and guidance of a professional reduces the effect 

of a bias. However, it must be kept in mind that this education doesn’t merely regard learning 

about cognitive biases to eliminate them. Kent and Nofsinger (2002) suggest that cognitive 

biases can be decreased by understanding and avoiding psychological biases, identify 
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investment objectives and constraints, develop quantitative investment criteria, diversify 

investments and review and reallocate assets.  

A cognitive bias that can affect taxpayers in their investment decision-making process is the 

bias of holding losers and selling winners. There has been a large body of research on this 

specific bias also known as the disposition effect. It is an implication of Tversky and 

Kahneman’s (1979) Prospect Theory. An investor is holding two different stocks. The other 

one’s price is up and the other one’s down. If the investor liquidates one of these two stocks 

and has no additional information about either of the stocks, they most likely sell the one 

that’s price is up. An alternative behavioral theory to this is that investors holding losing 

stocks is that they hope that today’s losing stocks will outperform today’s winning stocks. 

With regards to taxation, the investor should postpone taxable gains by continuing to hold 

the profitable investments. And to optimize the total amount of taxes the investor is obligated 

to pay; they should sell losing stocks to gain tax deductions. (Odean, 2002) Shefrin and 

Statman (2985) suggested that the investor should sell their losing stock in December as a 

measure of self-control. They state that investors generally avoid selling at a loss but 

recognize the benefits of tax deductions gained by doing so. Odeman (2002) argues that a 

sophisticated investor sells their losing stocks and purchases a stock with similar risk 

features. This way they could realize tax-losses and maintain the same risk exposure. 

Fochmann, Kiesewetter and Saderieh (2012) found in their paper that taxation method has 

an effect on investor’s risk-taking behavior. They found clear evidence that aggregated 

income taxation with complete loss deduction induces a sustained bias towards more risk-

taking. Respectively disaggregated income taxation does not. They suggest that by choosing 

aggregated income taxation the volume of private investments can be increased given that 

investors are risk-averse. If investors are risk-seeking, the preferred taxation method would 

be disaggregated income taxation. As equity savings account’s taxation is aggregated this 

finding could suggest that equity savings account would increase risk-taking behavior.  

Limited loss deduction is a bias that affects investor’s behavior depending on the type of 

loss deduction. Fochmann, Kiesewetter and Sadrieh (2011) studied to which degree 

investor’s choices are affected by the bias of limited loss deduction in income taxation. They 

found that investors reduce their risk-taking after taxation is added to a no tax baseline. Risk-

taking significantly increased with partial and capped loss deduction but is however, not 
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affected by tax system that allows no loss deduction. They concluded that investors exhibit 

positively biased perception of partial and capped loss deduction that encourages risk-taking. 

There are various studies examining the effects of tax incentives on decision-making 

assuming the taxpayer is aware of their true tax rates and tax burden. Gensemer, Lean and 

Neenan (1965) showed that high-income taxpayers are not aware of their true tax burden 

and marginal tax rates and that the awareness of the true marginal tax rates is best explained 

by income, education, occupation and investment activity. Rupert and Fisher (1995) found 

that taxpayers perceived marginal tax rates differ from the true rates. Their results suggested 

that taxpayers with higher income levels who use professionals for investment advice are 

more accurate in their tax rate estimations. Meade (1990) studied the tax deferring effect of 

capital taxation and found that investors may be locked in to bad investments due to taxation.  

Boylan and Frischmann’s (2006) paper studied the role of tax complexity in investment 

decisions. They established that past behavioral research has demonstrated that investors 

tend to make poor investment decisions when choosing between investment with different 

after-tax returns all due to the difficulty in determining their marginal tax rates. They found 

that complex taxation lead to high trading volumes and prices. The effects of these two 

combined, limit the total amount of wealth created and lead to wealth transfers between 

market participants and tax authorities. The other main finding was that the effects diminish, 

but not disappear, with experience.  
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3. Literature Review 

There is a large body of studies regarding taxation’s effects on investment decisions. Meade 

(1990) conducted laboratory experiments on the tax deferring effect of capital gains taxation 

on investment decisions. As the fear of taxation in the case of capital asset appreciation can 

and has been seen as a major discouraging reason, investors exhibit lock-in behavior and 

don’t sell the assets. She concluded that the taxation of capital gains may lock investors to 

inefficient investments. She finds that this non-efficient lock-in phenomenon can be 

mitigated by using preferential rates, deferred tax interest charges and tax-free re-investment 

options. 

Domar and Musgrave (1944) studied various scenarios to determine the effects of taxation 

to investment decisions. They modeled the choice between riskless cash holdings and risky 

interest-bearing bonds with linear income taxation where the degree of loss offset was also 

varied. The risk was presented as expected loss – not as standard deviation. Investors 

objective is to maximize their expected yield with given level of risk. Without the factor of 

loss offset the impact on risk-taking is inconclusive. Yield is cut by taxation, while the same 

level of risk stays the same so that the investor would desire to take less risk. However, the 

investor will want to compensate for the reductions in income thanks to taxes caused by their 

riskier investments. The total effect is indecisive and is dependent on the investor and their 

desires. With complete loss offset, risk-taking won’t become less attractive as risk and return 

are reduced equally by the amount of the rate of the tax. Investor increases risky investments 

to compensate for the reductions in yield. In the case of partial loss offset the result is 

inconclusive. The effects of partial loss offset, the results lie between the two cases of full 

and no loss offset. 

Tobin (1958) continued on the contributions by Domar and Musgrave. His studies differed 

with regards to investor’s decision criterion. He modeled risk as standard deviation. All in 

all, his studies resulted in similar findings. Other researchers have contributed with various 

optimization frameworks confirming the findings of Domar and Musgrave. Mathematical 

optimization (Näslund, 1968), expected utility (Richter 1960, Mossin 1968, Stiglitz 1969 

and Sandmo 1989) and stochastic dominance (Russell and Smith, 1970) by various studies 

have concluded that risk-averse investor is more prone to invest more in risky assets than 

without taxation in the case of proportional income taxation with complete loss offset Risk-
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taking increases in correlation with the increase of tax rate as taxation not only reduces 

positive returns but also risk through tax deductions.  

Jeffrey and Arnott (1993) contributed to the research on the impact of taxes on investment 

behavior. They found that larger portfolio turnover leads to increasing tax liability. This is 

explained as in an upward trending investment environment, assets are usually sold for more 

than their cost basis and this way net capital gains are realized. The researchers argue that 

portfolio managers’ security selection skills indicate that the incremental tax bill more than 

offsets any potential increased return to superior stock picking. Dickson and Shoven 

(1993,1994) attributed to this finding and stated that it can also be applied to managing 

mutual funds by matching realized gains with otherwise unrealized capital losses within the 

fund in order to create an increase in tax efficiency. They added that even the slightest 

increase in portfolio turnover leads to a great tax cost as the realized gains tend to overpower 

the realized losses in the portfolio.  

There is a large body of literature on the recognition of additional gains and capital losses to 

decrease tax liability. Hulse (1998) questioned the common advice given by tax advisors to 

recognize the additional capital gains in order to absorb the existing capital losses. He shows 

that identifying additional gains only to use existing losses does generally not decrease the 

value of current income taxes. Hulse suggests that accounting professionals are more 

interested in the impact of current losses while literature suggests that portfolio managers 

are keen on the impact of identifying existing gains. Constantinides (1984) and 

Constantinides and Scholes (1980) identify that the true potential of tac planning actually 

exists in dealing with future gains and losses. They state that these future decisions on 

recognizing gains and losses are like options. Recognizing capital gains not only increases 

current tax liability but also buys an option to identify a loss in the future with its resulting 

tax refund.  
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4. Data and Methodology 

This chapter partially refers to the author’s, Annina Riihimäki (2017), Bachelor’s Thesis 

“Irrational Investment Decisions amongst Finnish Investors” chapter “Data and 

Methodology”. The purpose of this chapter is to introduce the methodology used to conduct 

this research. The research is a qualitative study as this research and tries to find out reasons 

for individuals’ behavior. Qualitative research methods are a good way if the researcher 

wants to gain information from a smaller amount of people and situations. This is contrary 

to quantitative research methods. When studying a certain phenomenon and in the case of 

this research, the behavior of an investor, a useful and appropriate way to approach the 

problem is to use qualitative research methods. Qualitative research methods are justified 

when the focus of the study is to get more information on the specific details of a certain 

occurrence (Metsämuuronen 2001, 13-15). This research is an experimental case study 

trying to find out household investors’ attitudes towards the new law initiative on equity 

investments and the effects of taxation on their investment decisions. Case study is usually 

limited to consider only a few incidents and focuses on for example groups or individuals 

(Koskinen, Alasuutari and Peltonen 2005, 154-155). In summary the research method that 

is the most suitable and appropriate for the goal of this research is qualitative research as the 

goal is to understand investors’ behavior and attitudes. According to Koskisen et al. (2005), 

one peculiarity of qualitative research is to try to understand the material in depth by getting 

a lot of information from within a relatively small range of cases. The ultimate objective in 

qualitative research is precisely to understand the material in depth rather than the statistical 

comparability of the results. Qualitative research is known as a 'comprehensible' extract, 

whereas quantitative research is more of an 'explanatory' (Tuomi & Sarasjärvi, 2009). 

However, it is not possible to draw great conclusions from the small material, that is, 

generalizations (Koskinen et al. 2005). In qualitative research, the results of the researcher's 

own perception of the phenomenon are quite substantial, and therefore cannot be said to be 

very much a lens for information (Tuomi & Sarasjärvi, 2009). 

 

As the data is collected with online questionnaire that tries to find out whether taxation 

affects investment decisions and the attitudes of household respondents to the new law 

initiative on equity savings account, the theme is a single-case and the goal of the research 
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is to try to dig in a bit deeper on the phenomena. The design strategy is naturalistic inquiry, 

as the research studies a real-world situation as they unfold naturally (Patton, 2002, 40). 

4.1 Reliability and Validity 

A problem with qualitative research method is the fact that the results may not be as 

generalizable as wanted due to small sample size (Patton, 2002, 14) The entire research is 

dependent on the credibility of the research findings as incredible findings are irrelevant and 

don’t provide credible answer to the research questions. In this context, the terms reliability 

and validity are introduced. Reliability means the replication of the research and consistency. 

It refers to the extent to which the data collection techniques or analysis procedures will 

yield consistent findings. (Saunders, Lewis & Thornhill, 2009, 156) Reliability can be 

achieved by addressing the following three questions: 

1. Will the measures yield the same results on other occasions? 

2. Will similar observations be reached by other observers? 

3. Is there transparency in how sense was made from the raw data? 

(Saunders, Lewis & Thornhill, 2009) 

The reliability was ensured in this research by conducting the questionnaire and collecting 

the data in a small time period, as the questionnaire was open for respondents from 28th of 

June to 5th of July. The questionnaire was constructed so, that it can be executed in a later 

time and the respondents would answer to the exact same questions. Data was analyzed and 

categorized carefully during a short time period so that the researchers own mind didn’t 

change or it didn’t affect the categorization of the results. 

Altogether there are four threats to reliability. These four threats are participant error, 

participant bias, observer error and observer bias. Participant error refers to participant’s 

performance being affected by some factor, for example, if the participant completes a 

questionnaire on a Friday afternoon rather than Monday morning. During these two different 

time periods, the participant’s state of mind can vary immensely, thus the results of the same 

questionnaire in these two different times can vary from each other. Participant bias refers 

to the risk of any factor generating a false response. An example of participant bias is 
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interviewee saying what they think their bosses wanted them to say. Thus, a key factor in 

participant bias is the ensuring of the anonymity of the respondents and making sure in the 

analysis of the data that the researcher is sure of what they think the data is telling them. 

Observer error refers to any factor affecting observer’s or researcher’s analysis. Observer 

error can occur for example in interviewing situations when the researcher isn’t fully focused 

or prepared. The final threat to reliability is observer bias and it means that the researcher 

isn’t objective and lets their own subjective opinions affect the analysis. An example of this 

can be that three different people may interpret the same data in three different ways. 

(Saunders et al. 2009, 156-157) 

The risk of participant error can be seen small in this research as the questionnaire was an 

online questionnaire, and the respondent could independently choose a convenient time for 

the undertaking of the questionnaire. The questionnaire was also relatively short to answer 

to and the estimated time for the completion of the questionnaire (10 minutes) was 

established for each respondent. The questionnaire was constructed so, that the questions 

were as exhaustive as possible and that there would not be differences in the interpretation 

of the goals of each question. Each respondent was aware that the questionnaire is 

anonymous and no personal or identifying data was collected from any of the respondents. 

Thus, it can be assumed that no respondent replied in a manner they felt the researcher 

wanted them to reply. Observer error in this study was carefully and throughout the entire 

process kept in minimum. The researcher strived to analyze and interpret the data and replies 

carefully. The researcher of this study tried to be as objective as possible throughout the 

execution of this study.  

Validity means whether the findings are truly about what they appear to be about. It concerns 

the relationship between two variables and if it is causal. One dimension of validity is the 

generalizability of the research also referred to as external validity. It regards whether the 

findings of the research are generalizable, i.e. if the findings are applicable to other research 

settings. In case studies that for example examine a specific phenomenon in a certain 

organization one must keep in mind that the results in that specific organization may not be 

generalizable to the entire population especially if the organization is different in some way 

compared to the rest. (Saunders et al. 2009, 157-158) 
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As this thesis focuses on the analysis of household investor’s behavior and attitudes towards 

taxation and Equity Savings Account, the goal of this research is not to produce a theory that 

is generalizable to all populations rather than to give a further insight on the attitudes of 

Finnish household investors. As Saunders et al. (2009, 158) state “… as long as you do not 

claim that your results, conclusions or theory can be generalized, there is no problem”. Any 

generalizations from the findings of this research would require further in-depth analysis and 

further research. 

4.2 Questionnaire 

The data collection in this research was done with an online questionnaire. The questionnaire 

was constructed based on the researcher’s own concept, but the theories presented earlier in 

this research contributed to the formation of the structure and content of the actual 

questionnaire. The online questionnaire was constructed with Qualtrics -online 

questionnaire platform. The questionnaire was distributed in the researcher’s social media, 

mainly in Facebook and more over in a group “Enklaavin jäsenet”. This is a group 

established for business and administration students and alumni in LUT. It has 1 137 

members (Facebook, 2019). The questionnaire was published with a text indicating that the 

questionnaire is for a thesis. The questionnaire was published 28th of June and ended in 5th 

of July.  

The questionnaire included both open-ended and close-ended questions. The questionnaire 

has 30 different questions that can be divided into 6 groups based on their common factors. 

The respondents did not know these groups i.e., they were not visible in the questionnaire. 

Thus, the responses were not influenced by the effects the awareness of the sectioning might 

cause. The first group is demographical background that consist of the demographical 

background factors of each respondent. This section consists of 5 questions. The second 

group is the risk profile of the respondent and this section has 2 questions in it. However, at 

this point, it must be emphasized that the risk attitude data collected in this survey is not 

exhaustive and generalizable as the true risk profile of each respondent should be 

individually analyzed with a proper risk attitude questionnaire. Thus, the conclusions with 

regards to the risk attitude of the respondent should be interpreted carefully. The third group 

is the investment profile of the respondent and it includes various questions about the desires 
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of the investor and current level of knowledge about the capital markets. It consists of 7 

questions. The fourth group of the questionnaire is taxation and legislation. These questions 

try to establish the attitudes of the respondent to taxes and the level of knowledge they have 

on the legislation and it has 5 questions. The fifth group of the questionnaire is Equity 

Savings Account and this section tries to find out the attitudes of the respondents towards 

the new law initiative as well as their willingness to open the account. This section consists 

of 9 questions and is the largest group of all. The final group is the effect of taxation on 

investment decisions and decision-making process. The purpose of the 2 open questions in 

this section is to try to answer to the question of whether or not taxation is a determining 

factor in the investment decisions of a household investor. The questions were left open as 

the researcher decided that it gives the most freedom to the respondents to describe the ways 

which taxation affects their decisions. The full online questionnaire form can be found in 

Appendix 1. 

 

4.3 Description of the data 

This chapter introduces the basic features of the data as well as the basic demographical 

features of the respondents. The total amount of responses gathered from the online 

questionnaire was 41. The questionnaire was open for 8 days. 

First, in the questionnaire the respondents were asked the basic demographical features. The 

age distribution of the respondents were as follows: the total count of the respondents’ in the 

age category in 18-29 was 29, in category 30-39 4, in category 40-49 4 and in the category 

50-59 5. There were no respondents in the age of under 18 nor over 60. Thus, the respondents 

in this research were very young in general. This is mostly due to the fact that the research 

was distributed in the Facebook group “Enklaavin jäsenet” that mainly consists of younger 

population. 
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Figure 5. Respondents’ Age Distribution 

 

The overall education level of the respondents was rather high as every respondent had upper 

secondary school at minimum. Most of the respondents had Master’s degree (24), second 

was Bachelor’s Degree (15) and finally 2 people had upper secondary school level education 

 

 

Figure 6. Respondent’s Education 
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Next, the occupational group of the respondents isn’t as homogeneous as the previous 

demographic features. As it can be seen from figure 7, the largest group in the respondents 

was employees, after that students and following senior officer, leading position in the 

service of another, lower staff member, an entrepreneur of a private practitioner. 

 

Figure 7. Respondents occupational group 

 

In the below Table 1. the respondents’ postal codes were grouped into cities. As the table 

shows, most of the respondents were from the capital area (Helsinki, Espoo, Vantaa), in total 

78%. Rest of the respondents lived in southern Finland Nurmijärvi (3%) or Kauniainen (3%). 

5% of the respondents lived in Tampere, 3% in Jyväskylä and 10% in Lappeenranta. 

 

 

 

 

 

 

Table 2. Respondents net income 
per month 
Answer Count % 
< 500 0 0,0 % 
500 - 999 4 9,8 % 
1 000 - 1 499 4 9,8 % 
1 500 - 1 999 3 7,3 % 
2 000 - 2 499 6 14,6 % 
2 500 - 2 999 7 17,1 % 
3 000 - 4 999 8 19,5 % 
5 000 - 7 499 8 19,5 % 
7 500 - 10 000 1 2,4 % 
> 10 000 0 0,0 % 

Table 1. City of Residence 
According to Postal Codes 
City Count % 
Helsinki 18 45 % 
Vantaa 2 5 % 
Nurmijärvi 1 3 % 
Espoo 11 28 % 
Kauniainen 1 3 % 
Tampere 2 5 % 
Jyväskylä 1 3 % 
Lappeenranta 4 10 % 
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In Table 2. the respondents net income per month are presented. It is fairly normally 

distributed – compared to previous statistics. However, it can be easily interpreted from the 

figures, that the respondents are well-earning citizens. Most of the respondents (56,1%) have 

between 2 500 – 7499 euros net income each month. This can be easily explained by the 

higher education level of the respondents. 

In summary, the respondents are highly educated people mainly from the Helsinki capital 

area and earn fairly good. The respondents are also mainly younger people, so students in 

the beginning stages of their careers. 
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5. Findings of the survey 

The purpose of this chapter is to introduce the findings from the online questionnaire. First 

the general risk attitudes are presented, following with the introduction of the investment 

profiles. After this the attitudes towards taxation and legislation are presented which acts as 

a good introduction to the presentation of the attitudes towards Equity Savings Account. In 

the end, the main findings on the effects of taxation on investment decisions are handled. 

5.1 Risk attitudes 

The attitudes of the respondents towards risk in financial decision making are introduced 

and handled in this chapter. The questions specific to finding out the risk attitude of the 

respondent were aimed to see how the respondent feels to drop in the value of their 

investment and also what type of return the respondent would desire. The first question went 

as follows: “Which one of the following options do you wish to gain from your 

investments?”. And the respondents were given three simple options that indicate their 

attitude towards risk. The options were 1) volatile high-return 2) steady medium-return and 

3) secure low-return. The correlation to risk seeking attitudes would go correspondingly in 

a declining order, so the first option would indicate the respondent to be risk seeking and the 

last risk averse. 

Out of 41 respondents 12 people (29,27%) chose the option 1, 27 people (65,85%) chose 

option 2 and 2 respondents (4,88%) chose the last option. Thus, majority of the respondents 

are fairly risk neutral and some of the respondents are risk-seeking while minority seek for 

low-volatile certain profit. 

The second question painted a scenario to the respondents, and they needed to choose an 

option on what they would do: “Imagine the following situation. From January 2018 through 

March 2018, stocks lost more than 35%. If I owned a stock investment that lost about 35% 

in three months, I would...”. The options to choose from were 1) sell all of the remaining 

investment 2) Sell a portion of the remaining investment 3) hold onto the investment and 

sell nothing and finally 4) buy more of the investment. The interpretation the researcher used 

in the analysis is as follows: the first option indicates low understanding of the capital 
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markets and present behavioral bias of panicking and selling the assets in the portfolio that 

have lost in value. This type of investor does not cope with uncertainty and risk. 

Respectively, the fourth option would indicate the respondent to consider themselves 

educated in the financial markets and understanding that when prices drop, the same product 

(stock) is cheaper and it can be bought in bigger quantities for cheaper. 

The answers were as follows; the respondents either chose option 3 or 4. This would indicate 

that the respondents have knowledge on the capital markets and handle risk well, i.e. don’t 

panic. 25 (almost 61%) people chose option “Hold onto the investment and sell nothing” 

while 16 (almost 40%) chose “buy more of the investment”. The respondents thus, are 

knowledgeable of the workings of capital markets and would seem to tolerate risk. However, 

a clear notion to be made at this time is that any further analysis of the risk profile would 

require a separate questionnaire targeted to establishing risk profile and attitudes. The results 

here only indicate a certain notion. 

5.2 Investment profiles of the respondents 

This section of the questionnaire handled the investment profiles of the respondents. The 

questions in this section handled the respondents personal take on their knowledge about 

the financial markets, willingness to invest and the specifics on that. First the respondents 

were presented with the statement: “I have adequate skills to independently make 

investment decisions in listed company shares.”  
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Figure 8. Respondents’ perception of their skills in making investment 

decisions 

 

The respondents seem to trust themselves in their decision-making capabilities in capital 

markets, as figure 8. exhibits. This is good considering the level of engagement these 

respondents would feel towards equity savings account, as it requires the account owner to 

independently make the buy/sell decisions. Next, the respondents were asked if they 

currently engage in the capital markets, and 73,17% said they did and respectively 26,83% 

of the respondents don’t. The respondents were then asked how much of their available net 

income would they be willing to invest. The responses varied all the way from 0 to 2 000 

euros. Only 1 person said 0, and the average amount of euros the respondents would be able 

to invest is 471,5€. The level of profit the respondents would like to receive from their 

investments was high for 14,63%, medium for 68,29% and low for 6%. The desired 

investment horizon for the respondents varied. Most of the respondents answered more than 

15 years, second was 6-10 years followed by 3-5 years, 11-15 years and lastly a few months 

to a year and 1-2 years. Thus, in conclusion the investment horizon for the respondents is 

rather long and thus equity savings account can be seen as something that these people would 

desire to open as the taxation benefits are achieved with longer time periods. 
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Figure 9. Respondents’ desired investment horizon 

 

The second to last question in this category regards the most popular asset the respondents 

would rather invest in. The results are rather conclusive; the most popular investment 

product is stocks with 56,10% lead and second ETFs with 36,59% support. 4,88% chose 

mutual funds and 2,44% chose bonds. Thus, this also contributes to the possible supporting 

and opening of the equity savings account as it is targeted for stocks. However, as ETFs are 

not allowed to be purchased through the account, this may have some effect on the 

respondents’ willingness to open an equity savings account. 

The final question of the investment profile -section handled the respondents most attributing 

factors in their investment decisions. The respondents were asked to place the following six 

options from the most attributing factor (1) to the least attributing factor (6). The options for 

the respondents to choose from were the variance in the value of the security/volatility, the 

level of expected return on the asset, the amount of taxes to be paid on the capital gains, 

investment horizon, the possibility to postpone taxation on capital gains and finally the 

company’s ability to pay dividend. 
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Figure 10. The respondents’ most attributing factors in investment decision-making 

 

As it can be interpreted from the graph above, the most attributing factor is the level of 

expected return on the specific asset. The least attributing factors were the amount of taxes 

to be paid on the capital gains and last the ability to postpone paying taxes. A weighted score 

was then given to each contributing factor and the results are presented in Table 1. 

 

Table 3. Contributing factors and their respective weighted scores 

The contributing 
factors 

1st 
place 

2nd 
plce 

3rd 
place 

4th 
place 

5th 

place 
6th 
place 

Total Weighted 
Score 

Weighted 
score (%) 

The variance in 
the value of the 
security 

5 12 11 5 6 2 41 163 18,93 % 

The level of 
expected return 

27 11 0 1 0 2 41 222 25,79 % 
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As the Table 1 shows, the most attributing factor according to their weighted score is the 

level of expected return. The second most attributing factor is the variance in the value of 

the security, third is the company’s ability to pay dividend and fourth is the investment 

horizon. However, the differences between the third and fourth place are minor. The second 

to last attributing factor is the amount of taxes to be paid on the capital gains and the least 

attributing factor is the possibility to postpone paying taxes. Thus, these results wouldn’t 

necessary speak on behalf of major endorsement towards the equity savings account due to 

its feature of postponing taxes. However, if the respondents do support this account and will 

open one for themselves, the benefits of postponing taxes are achieved. The account will not 

affect the total amount of taxes to be paid, however, it may simplify the process for a 

household investor. 

5.3 Taxation and Legislation 

This chapter focuses on the presentation of the results regarding the current level of 

knowledge the respondents have on the legislatives on taxation of capital gains and their 

attitudes towards taxes. First, the respondents were asked how familiar they were with the 

legislation on capital income taxation in Finland on a scale of strongly disagree to strongly 

agree. 11 people strongly agreed with the statement, 23 somewhat agreed, 4 neither agreed 

or disagreed and 3 somewhat disagreed. This speaks on behalf of the respondents’ well-

The amount of 
taxes to be paid 

1 0 6 5 21 8 41 95 11,03 % 

Investment 
horizon 

3 9 11 11 3 4 41 150 17,42 % 

The possibility to 
postpone taxes 

1 1 2 8 6 23 41 78 9,06 % 

The company's 
ability to pay 
dividend 

4 8 11 11 5 2 41 153 17,77 % 
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educated profile and that they are knowledgeable on the subject of taxation on capital gains. 

Next, the respondents were asked how complex they find the current legislation on capital 

gains. 2 respondents strongly agreed with the statement “I feel the taxation on capital income 

in Finland is complex”. 17 respondents somewhat agreed and 14 respondents neither agreed 

nor disagreed. 7 respondents somewhat disagreed, and 1 respondent strongly disagreed. 

Thus, the current legislation is familiar, and it is not by a popular belief considered to be too 

complex. The respondents’ attitudes towards the complexity lied all the way from strongly 

agree to strongly disagree. 

The respondents were then asked, what they feel is the most important factor in the capital 

income taxation. 21 people said the lowest possible rate, 12 chose equal taxation independent 

of the asset and 8 chose the ability to postpone paying taxes. The lowest possible tax rate 

can be considered as the “obvious” option to pick out of the three since who would like to 

pay more taxes. However, 20 of the respondents chose one of the other two remaining 

options is positive. As equity savings account provides the possibility to postpone paying 

taxes, this can increase the willingness and likelihood of a Finnish household to open the 

account. In addition, one of the main goals for the Ministry of Finance for equity savings 

accounts were to unify and equalize the taxation on quoted shares. Thus, this also increases 

the possibility of the opening of the account. However, the account will not ultimately lower 

the tax rate on capital gains and thus for people that only seek for lower tax rates, the 

possibility of opening the account may not be as high as for someone that strives for example 

ability to postpone their taxes. 

The attitudes of the respondents towards paying taxes is handled next. Figure 11 shows the 

distribution of answers. The largest support went to a negative-tone option “I pay my taxes, 

but I don’t like it”. This supports the previous question where most of the respondents chose 

the option have the lowest possible tax rate. Following were “I pay my taxes I feel neutral 

about it”, “A necessary evil and I’d prefer not to pay any” and finally “I feel like I’m 

contributing to my society by paying my taxes”. Hence, the attitudes towards taxes can be 

considered as more scattered.  
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Figure 11. Respondents’ attitudes towards paying taxes 

 

Lastly, the respondents were asked if they exercise tax planning. 30 of the respondents don’t 

exercise tax planning and 11 do. All of the respondents that do exercise tax planning do it 

independently. 1 of the respondents stated themselves to be professional at tax planning. In 

conclusion, legislation on capital income taxation is known amongst the respondents, the 

taxation is considered both complex and not complex. The most important factor in the 

taxation of capital gains was the lowest possible tax rate with over half of the respondents’ 

support. The attitudes towards taxes is scattered, but people either feel neutral about it or 

have somewhat negative attitudes towards it. 

5.4 Equity Savings Account 

This chapter focuses on the establishment of the attitudes towards the equity savings account, 

one of the two main focal points of this research. First, the respondents’ willingness for 

opening an Equity Savings Account is introduced. Then, attitudes towards the changes it 

may cause is handled. Then the consideration of investment advisory is handled following 

with the establishment of the most important feature of the Equity Savings Account for the 

respondents.  

The first question in the section of the Equity Savings Account regarded whether the 

respondents would consider opening an Equity Savings Account. Out of 41 respondents 38 

said they would consider themselves opening the account. 30 of the respondents currently 
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invest in the capital markets. Out of these 30 that currently invest, 90% would open an Equity 

Savings Account. Thus, it clearly is intriguing for already investing households. However, 

11 out of the remaining 11 that do not currently invest would consider opening the account. 

As one of the main goals of the establishment of the account in Finland was to encourage 

household investors to engage in capital markets and move their financial assets from non-

interest-bearing bank account deposits, this finding is very positive. It would appear so, that 

this account truly answers to the needs of the household investors in Finland. In addition, an 

interesting finding of the results is that all of the 6 that are either neutral or consider 

themselves not knowledgeable enough to independently make investment decisions would 

open the account. Thus, neither the current level of knowledge nor whether the respondent 

currently invests in the capital markets would seem to have an effect on the willingness to 

open an account amongst these respondents. The risk profile of the respondent wouldn’t 

seem to either affect the willingness to open the account. This conclusion was deducted from 

the cross-examining of the responses between question 6 and 21 (Appendix 1.). The risk 

profile for this cross-examination was established so that the respondents that seek for secure 

low-profit are risk averse, those that seek for steady medium-return are risk neutral and those 

seeking for volatile high-return are risk seeking. All of the risk averse (2 respondents) wanted 

to open the account, 25 of the risk-neutral wanted to open the account and 2 didn’t and finally 

11 of the risk-seeking wanted to open the account and 1 did not. As previously stated, these 

risk profiles are not exhaustive – rather indicative. 

Next, the respondents were asked if they felt Equity Savings Account will make the taxation 

on capital gains more understandable. 32 agreed whereas 9 did not feel that way. Following 

question asked if the respondents felt knowledgeable enough to make investment decisions 

by themselves. 36 respondents felt knowledgeable enough to make these decisions and 5 did 

not. Thus, it could be assumed that these respondents would necessarily not desire to have 

equity investment advisory services. This assumption is from the previous answers where 

the respondents have quite strongly believed in their own skills and level of knowledge on 

capital markets and equity investments. However, when asked whether the respondents 

would consider investment advisory services to assist them on their decision-making process 

the results were a bit surprising. 17 of the respondents said “Yes” and 24 said “No”. This is 

a bit surprising as the respondents previously considered themselves to be knowledgeable 

enough to make investment decisions by themselves. So, it would appear so that the 
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respondents feel knowledgeable but still to some extent wish to receive advisory services in 

order to help them in their decision-making processes. 

Next, the respondents were asked what they considered is the most important feature of the 

Equity Savings Account. Figure 12 presents the distribution of the answers. The clear winner 

out of the three options given to the respondents was the ability to postpone paying taxes. 

Second was lowering the barriers for investing and the least popular option was simplifying 

taxation of listed company shares. Thus, the respondents seem to appreciate the option to 

postpone taxation on capital gains over the simplifying effects the new law may have on 

taxation and the lowering of the barriers for households to begin investing in capital markets. 

 

Figure 12. Equity Savings Account’s most important features 

 

As it is not possible to invest in neither ETFs nor mutual funds through the Equity Savings 

Account, the researcher of this study was interested in finding out whether it would have a 

meaningful difference in the attitudes towards opening the account if the household investor 

would be able to invest in the above mentioned assets as well. Hence, the respondents were 

asked if they felt more or less likely to open the account if it would allow mutual funds and 

ETFs. The answers were as follows. As Figure 13 shows, more than half (23) of the 

respondents would consider themselves more likely to open the account if it would include 

the possibility to invest in ETFs and mutual funds as well. 17 answered that it doesn’t pay 
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any significance to them as they would open the account anyway. Only one person said they 

would feel less likely to invest in that case. It would be interesting to further investigate this 

with a larger sample size. None of the respondents said that it doesn’t pay any significance 

to them as they would not open the account anyway. So, this is clearly a sign of respondents 

feeling positive and receptive towards the account. These results speak on behalf of the fact 

that households are intrigued about the new law and many want to open the account. A way 

to further engage additional households that may still be on the fence about opening the 

account would be in the future to incorporate ETFs and mutual funds in the allowed assets 

as well. 

 

 

Figure 13. Equity Savings Account. Mutual funds and ETFs 

 

The second to last question in this section regards the engagement of households to capital 

markets. When asked if the respondents felt that Equity Savings Account is a good way for 

the government to encourage households to engage in capital markets, 17 people strongly 

agreed. 19 people agreed with the statement. Thus, almost 88% of the respondents felt that 

Equity Savings Account is a good way for the government to encourage households to 

engage in capital markets. As this is one of the main goals of the establishment of the law 

initiative, these results speak on behalf of the fact that at least somewhat right steps to the 
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right direction are made by the Finnish Government. 5 people neither agreed not disagreed 

with the statement. 

Finally, the last question in the section of the Equity Savings Account regarded the barriers 

for entering capital markets. 10 people said “Definitely Yes” to Equity Savings Account 

lowering the barriers for investing in capital markets by simplifying taxation. 20 people 

answered “Probably Yes” and 10 “Might or Might Not”. Thus, 30 out of 41 felt to some 

extent that the new law lowers the barriers for households to enter capital markets by 

simplifying taxation. Thus, this speaks on behalf and also reinforces the previous findings 

oh this research that taxation is considered somewhat heavy or complex and Equity Savings 

Account would appear to be a step to right direction in simplifying and unifying the taxation 

of capital income. Only one of the respondents said that it probably won’t lower the barriers 

by simplifying taxation. Thus, the overall consensus is that the new account will to some 

extent lower the barriers. However, some of the respondents are unsure of the effects it may 

have. 

In summary, with this sample in this research, respondents do feel positive about the Equity 

Savings Account. Most of the respondents would consider opening the account. Respondents 

also felt that it will make taxation on capital gains more easily understandable. A lack of 

knowledge wouldn’t appear to be a determining factor on opening the account. Respondents 

feel knowledgeable enough to make investment decisions on listed shares independently. 

However, the provision of equity investment advisory services is seen intriguing and 

respondents would feel open towards such services in assisting them in their decision-

making process. Respondents mostly appreciate the ability to postpone taxation. Also, the 

later refinement of the account so that it would include ETFs and mutual funds might be a 

boosting factor to more households opening the account. Overall, the account is seen as a 

good way to encouraging households to engage in capital markets and lowering the barriers 

for investing by simplifying taxation. 
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5.5 Taxation’s effects on investment decisions 

The final section of the questionnaire regarded the effects taxation has on investment 

decisions of the respondents. The section was constructed of two open-ended questions. The 

researcher decided to leave the questions open-ended so that the respondents’ answers would 

be true to their own uninfluenced opinions. The respondents were asked how taxation effects 

their investment decision and investment strategies. The first refers to buy, hold and sell 

“short-time” decisions whereas the latter one refers to the overall investment strategy of the 

investor. 

When asked about the investment decisions and taxation, the responses were quite similar 

to some degree amongst the respondents. Taxation isn’t a determining factor. However, 

according to the open-ended answers, taxation usually leads to respondents holding stocks 

longer in order to avoid taxes. It is not a considerable factor that the respondents take into 

consideration when buying or holding a stock, rather, it comes to play when the respondents 

are selling their assets. At this point, the respondents said that taxation can either lead them 

to holding the stock a bit longer or selling the losers in order to gain the tax benefits. After 

organizing and categorizing the answers the results look following. 16 of the respondents 

said that taxation does not have an effect on their investment decisions. One of the 

respondents stated: “Changes in taxation does not affect my investment decisions. I am still 

going to buy and sell shares.” However, as one of the respondents stated: “It does not on an 

asset by asset level, but it does on my overall willingness to invest”, it can be interpreted that 

high taxes and complex taxation systems can diminish and discourage already active 

investors. Thus, the importance of equal, easily understandable and unified taxation system 

is of high importance and needs to be an ongoing focal point if the government wishes to 

encourage capital market activity amongst household investors. One of the respondents 

stated: “It hasn't affected so far but in situations where I owned stocks with significant tax 

implications when sold (either net profit or net loss), I would take into account the tax effects 

in effort to optimize the amount of paid taxes.” So, it can be interpreted that taxation isn’t 

an affecting factor in the decision-making process, but rather a consequence that leads to the 

investor having to deal with tax liabilities after making the desired investment decisions. 

15 of the respondents were grouped into category “hold” according to their answers. They 

stated in their responses that taxation leads them to hold their stock longer. In addition to 
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this, one of the respondents answered the following: “Because of taxation I more likely hold 

than sell. Also, because of taxation I'm trying to avoid many transactions.” So, taxation can 

lead to investors feeling like financially the best option for them is to hold even if they 

wanted to sell so that they avoid tax liabilities. The Equity Savings Account is clearly 

optimal for these type of investors as it solely solves the problem of having to worry about 

the effects of high-volume trading. The investor can buy and sell as much as they wish within 

the account without having to worry about taxes. This idea is even further reinforced as 

another additional two respondents stated, “It encourages me to hold the stock even if I 

wanted to sell” and “I do fewer transactions overall and postpone selling”. Thus, taxation 

does have an effect at the point when the investor begins to think about selling stock in their 

portfolio. However, it seems to not be a determining factor when choosing which assets to 

buy. The following was stated by one of the respondents: “Taxation encourages me to keep 

my investment horizon long, because I feel like it just makes no sense to sell any of my 

investments as I would lose a notable proportion of them to taxes. So definitely hold. Also 

I'm living in a hope that someday the government will lower the taxation of capital income.” 

So, an investor may feel discouraged by taxation at some point and thus decides to hold their 

investments, and on some level does it in hopes of government lowering taxation in the 

future. 

6 of the respondents’ answers were grouped into category “sell”. This category means, 

according to the respondents’ answers, that taxation leads them to selling “losers” in order 

to gain the tax benefits on the capital losses. A respondent stated: “In the end of year I sell 

some of stocks that have gained losses to avoid paying taxes.” So, higher taxes may lead 

investors to avoiding tax liabilities by selling stocks that have gained losses. Three of the 

respondents clearly stated that taxation affects their decisions through tax benefits. Losers 

are sold to offset the taxes to be paid on capital gains. However, the answers of each of these 

respondents begun with stating that taxation has little to no effect, but the most likely 

scenario would be to sell losers. “At this point I don’t really think about the taxation part. 

Sometimes I sell some stocks if they have decrease to get the tax benefit.”, “It doesn't really 

affect that much. I can use the possibility to utilize losses from previous years but that's it.” 

and “Very little. The most likely scenario is to sell losing stocks to avoid paying taxes from 

stocks that have been sold on profit.”. So, the shares that are sold are the losing shares and 

investors sell them with the sole purpose to offset paying taxes on the winning shares. 



 
62 

None of the respondents said in their answers that taxation would affect their decisions when 

they buy assets. However, 6 of the respondents stated in their answers something else being 

the target to which taxation affects their investment decisions. Some of the answers included 

other things as well, like for example holding longer but included also the following 

statements. Amongst these answers the number of transactions was stated, keeping the 

investment horizon long and overall willingness to invest. One of the respondents said “I’d 

invest in ETFs that won’t pay out dividends and reinvests the dividends automatically.” So, 

taxation has led this respondent to consider other types of investment products than listed 

shares to avoid large amounts to tax liabilities. Two of the respondents said that taxation has 

some effect in their decisions but not much. The answers were “Not the most important 

criteria” and “Take it into consideration”. So, it can be established that to these respondents 

taxation has an effect to some degree, but clearly neither a determining factor nor a priority. 

Below, Figure 14 illustrates the distribution of the answers into the categories. Some of the 

responses had elements of two ways taxation effects their decisions, so they were categorized 

into the respective two categories. Thus, the total amount of responses in this figure exceeds 

41. 

 

 

Figure 14. Taxation’s effects on investment decisions 
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Next, the respondents were asked how taxation affects their investment strategies. The 

responses were in line with the previous results. Most of the respondents said that taxation 

does not affect their investment strategy, all in all 20 respondents’ answers were categorized 

to this group. The responses varied from “It doesn’t” to “Taxation does not affect my 

investment strategy at all”. One of the respondents answered: “Taxation does not affect my 

investment decisions, but after ESA I will most likely focus on direct investments.” So, for 

this investor taxation isn’t a determining factor now as it discourages investing in listed 

company shares but as ESA will be opened to households in 2020 this investor will perhaps 

invest in direct shares. Another one of the respondents answered “I'm a long-term investor 

so taxes are not playing a huge role right now” so, the explanation for them is that it does 

not affect their investment strategy, as it is not a relevant subject to them as of now. One of 

the respondents answered that taxation doesn’t affect their strategy, but it affects their 

willingness to invest.  

Four of the respondents answered that taxation is not an important factor. The responses 

were either taxation not being the most important criteria, taxation not affecting respondent’s 

strategy that much or depending on the context. One said that it affects their strategy so that 

if the tax for a specific asset is too high, they choose something else to invest their assets to. 

Nine of the respondents said that taxation affects their investment horizon. The respondents 

stated that high tax liabilities increase their investment horizons longer as they don’t want to 

lose a significant proportion of their capital income to taxes.  

One common factor between some of the answers was ETFs and choosing assets other than 

direct listed shares. Six of the respondents stated that taxation affects their investment 

strategies by choosing ETFs, index growth funds or overall other assets as they seem more 

desirable taxation wise. Some of the answers are highlighted and presented below. 

“I’d invest in ETFs that won’t pay out dividends and reinvests the dividends. Thus, on the 

long run I’ll gain interest on interest and avoid paying taxes in between.” 

“I tend to use ETF's and other investment products which doesn't generate taxable profits 

before actual sale transaction. I do also invest in different kind of stock listed shares and 

interest-bearing loans, so I don't try to avoid taxable capital gains.” 
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“It's not only due to taxation but index growth funds that reinvest the dividends offer a 

simple and cost-effective way of long-term investing as the costs are low and taxation can 

be postponed until the fund shares are sold.” 

 

All in all, taxation seems to be a somewhat determining factor for these respondents. 

However, as they stated, it is not the sole reason for choosing other types of investment 

products than direct shares. Other determining factors can be the costs related to different 

products, time period and expected yield. 

Three of the respondents stated in their answers that taxation has some kind of effect on their 

investment strategy. One stated that taxation affects their investment strategy at the end of 

every year. One stated in their answer that in addition to taxation affecting their investment 

strategy by increasing their investment horizon they also do it in the hopes of government 

lowering and easing taxation on capital income in the future. A respondent stated that it has 

little effect on their investment strategies as they are only interested in their expected yield, 

so they have to consider taxation as the larger the capital gains are the larger the chunk is 

that is lost to taxes. Figure 15 summarizes the findings and illustrates the distribution of the 

answers to the categories. As one of the responses included elements of two categories, it 

was included in both of the respective categories and thus the overall count is over 41. 

 

 

Figure 15. Taxation’s effects on investment strategies 
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In conclusion, taxation does and then again does not affect investment decisions. Taxation 

in itself isn’t a determining factor in the minds of the respondents. It affects investment 

decisions more subtly. It leads to investors preferring to hold the stocks for a longer time 

period and extending their investment horizons longer. According to the findings of this 

section, taxation also leads to investors perhaps preferring other more convenient investment 

assets, such as ETFs rather than direct stocks. In short-term, taxation affects decisions of the 

respondents of this study by selling losing stocks to compensate for the taxation on the 

winning stocks. Many respondents answered that taxation leads them holding stock that they 

may want to sell solely to avoid paying a lot of taxes. However, most of the respondents 

answered to both of the questions that taxation truly isn’t a determining factor and they don’t 

consider it when making buy and sell -decisions. Rather, taxation could be seen as the 

consequence or “aftermath” that the investor, after making investment decisions independent 

of taxation, needs to deal with and tries to optimize to the lowest possible level.  
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6. Discussion 

This chapter discusses the findings of the empirical part of this research and summarizes the 

findings. In this chapter, all of the research questions will be answered. The discussion 

moves through answering each of the research questions in the respective order they were 

presented in the beginning of this research. 

 

Research question number one 

Does the Equity Savings Account encourage household investors to engage in the capital 

market and do the respondents feel that it lowers the barriers for investing by simplifying 

taxation? 

 

The answering of this research question is easiest by first establishing the attitudes towards 

the Equity Savings Account amongst the respondents. It is mostly safe to say that the 

attitudes of the respondents towards Equity Savings Account are overall positive, this is 

reinforced by the overwhelming support the respondents had for the account as 38 out of 41 

so almost 93 percent said they would open the account. The opening of the account wasn’t 

dependent on neither the current level of knowledge about the financial markets nor whether 

the respondent currently invests in the capital markets. The respondents’ profile was 

educated and well-earning, and most of them considered themselves to be knowledgeable 

about the financial markets. However, almost 41 percent would consider investment 

advisory services to assist them in their decision-making process. So, in case a household 

investor may not be educated or knowledgeable enough to independently make investment 

decisions, equity investment advisory services can be a great way to encourage the unsure 

households.  The risk profile of the respondent wouldn’t seem to either affect the willingness 

to open the account. All of the risk averse wanted to open the account, 25 of the risk-neutral 

wanted to open the account and 2 didn’t and finally 11 of the risk-seeking wanted to open 

the account and 1 did not. As previously stated in this research, these risk profiles weren’t 

exhaustive – rather indicative. A further analysis of the effects of risk profile on the opening 

of the account would need to be independently researched. As the initial goal for the 
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establishment for the account by the Ministry of Finance was to engage household investors 

in capital markets and also move the assets from non-interest-bearing bank account deposits 

to profitable investments, this finding is positive considering the possible engagement level 

the account will have once opened to public in January 2020.  

The respondents were educated about the current legislation on capital income taxation and 

taxation is seen as somewhat complex amongst the respondents, however not extensively 

complex as the responses varied across the scale. As currently investor pays taxes during 

each transaction, they make trading stocks, it can be seen somewhat burdensome. The goal 

of Equity Savings Account was to unify and simplify the taxation on capital income from 

quoted shares. When asked whether the respondents felt that the establishment of the account 

will make taxation on capital income gains more understandable and simpler, the responses 

were uniform as 78 percent of the respondents agreed. So, the account could be seen as truly 

encouraging to a household investor to begin engaging in capital markets. Respondents felt 

the most important thing in taxation is lowest possible rate, followed by equal taxation 

independent of the asset and finally the ability to postpone paying taxes. One of the main 

goals for the Ministry of Finance for Equity Savings Accounts were to unify and equalize 

the taxation on quoted shares. Thus, this also increases the possibility of the opening of the 

account. However, the account will not ultimately lower the tax rate on capital gains and 

thus for people that only seek for lower tax rates, the possibility of opening the account may 

not be as high as for someone that seeks the ability to postpone their taxes. 

As the account does not include trading with ETFs and mutual funds, the establishment of 

the attitudes towards those features was needed to be established. Many the respondents felt 

ETFs a desirable investment product. The respondents were divided to almost in half when 

asked if they felt more or less likely to open the account if it would include the mentioned 

assets as well. The respondents either felt more likely to open the account if it would include 

ETFs and mutual funds or felt insignificant of that and would open the account anyways 

even if it did not have the option to trade with ETFs and mutual funds as well. 

So, all in all the attitudes towards the account are overall positive. The respondents 

additionally feel that the account is a good way for the government to encourage household 

investors to engage in capital markets as 88 percent of the respondents agreed with the 

statement. The remaining respondents weren’t sure and neither agreed not disagreed. So, the 
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attitudes towards the account are positive and respondents do feel like it is a good way to 

spur household investors to shifting their assets to profitable investments to quoted shares. 

The same trend is seen in the responses to whether the Equity Savings Account lowers the 

barriers for entering financial markets by simplifying taxation. A bit over 73 percent felt that 

it either definitely or probably will lower the barriers. So majority felt the account will lower 

the barriers for household investors to engage in capital markets. The remaining respondents 

were indecisive as they answered that it might or might not. Thus, again, none felt negative 

towards the presented statements. 

To summarize the findings and to answer to the first research question, respondents do feel 

that the Equity Savings Account encourages household investors to engage in the capital 

markets. The respondents also feel that it does lower the barriers for investing by simplifying 

taxation. 

 

Research question number two 

Is taxation a determining factor for a Finnish private investor in the investment decisions 

and decision-making process? 

 

The attitudes towards taxation and the current legislation on capital income taxation of the 

respondents are diverse. Taxation is considered as complex to some respondents and not 

complex to some respondents. The respondents’ attitudes towards paying taxes were also 

diverse. Over half of the respondents felt negative to some degree about paying taxes, almost 

35 percent felt neutral about it and almost 13 percent felt positive about paying taxes. Thus, 

the attitudes towards taxation are both positive, negative and neutral. Understandably so, as 

taxes do limit the available income to people. 

When asked, what attributes to the respondents’ investment decisions the most, other factors 

than taxation dominated the responses. The clear top attributing factor was the level of 

expected return. Tax-related options were the least attributing ones. The second to last 

attributing factor was the amount of taxes to be paid on the capital gains from the asset and 

the least important factor was the offered possibility to postpone taxes on the capital gains. 
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These were absolute results, and once the results were given a weighted score, that represents 

better the rakings of each options the situation remained the same. The least important factor 

was the possibility to postpone taxes and second to last was the amount of taxes to be paid. 

Thus, these results imply that taxation truly isn’t a determining factor in the respondents 

decision-making process. This notion is further reinforced by the results of the open-ended 

questions as the respondents clearly stated in their answers that taxation does not affect 

neither their investment decision-making process nor their investment strategies. Thus, as 

the both findings are in line with each other the answer to the research number two is that 

taxation is not a determining factor for a Finnish household investor in their investment 

decisions and decision-making process. Rather, the determining factors are the level of 

expected return on the specific asset, the variance in the value of the security and company’s 

ability to pay dividend.  

 

Research question number three 

How and through which ways does taxation affect investment decisions? 

 

The answer to this research question comes from the questionnaire’s last two questions. The 

answer to the research question according to the respondents is twofold. The answer is 

divided to short-term investment decisions such as buy/sell -decisions and to long-term 

investment strategy decisions. To answer to the first, taxation isn’t a determining factor in 

the investment decisions amongst the respondents and the respondents stated that it does not 

affect their investment decisions, almost 42 percent. However, the analysis of the answers 

revealed that, for many of the respondents, taxation nonetheless leads to investors holding 

stocks longer in order to avoiding a significant proportion of the capital gains to taxes even 

if they actually would desire to sell. To some of the respondents, taxation leads to the 

investor striving to make less transactions. To this, the Equity Savings Account will be a 

desired improvement to the status quo. By trading through the account, the investor will 

never feel obligated to make fewer transactions as the taxes are paid only during the time of 

the withdrawal.  
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Taxation also affects times during which the investor would like to sell their shares. 

Respondents stated that they take taxation into consideration when they are selling their 

losing stock in order to compensate for the total amount of taxes to be paid on the winning 

stocks. So, the taxation affects some investors investment decisions through tax benefits.  

However, it must be kept in mind that for many of the respondents the open-ended answers 

begun by stating that taxation does not really affect their investment decisions but if they 

were to name a situation during which it can have an affect the respondents then named a 

situation they felt taxation could affect their decisions. Some of the respondents stated other 

reasons than holding the stocks longer and selling losing stocks such as executing fewer 

transactions, choosing other investment products such as ETFs and decreasing urge to invest 

at all. 

Now, to tackle the effects taxation has on investment strategies. Most of the respondents said 

that taxation does not affect their investment strategies or that it is not an important factor in 

their investment strategies, almost 49 percent. Two trends that rose from the answers were 

the effects taxation has on investment strategies with regards to investment horizon and 

investment assets. Taxation appeared to affect the investment horizon to over 20 percent of 

the respondents by extending it. Taxation leads to some of the respondents feeling like the 

extension of the investment horizon would be desirable as the proportion of the gains lost to 

taxes is considered too high. A respondent explained that the extension of the horizon is 

somewhat dependent on hoping the government would lower the tax percentages in the 

future. In these situations, the Equity Savings Account can be seen as a relief or a partial 

solution. As the taxes are not paid at the single transactions, the investor may feel less 

intimidated by the thought of paying significant amount of taxes at each transaction. The 

investor isn’t obligated to think about the taxes during the time of sale, this may engage 

household investors activity in the capital markets. Another of the effects is the preferences 

of other investment products over direct stocks. Almost 15 percent of the respondents stated 

that taxation leads them to prefer more financially cost-efficient and favorable products such 

as ETFs.  

So, the answer to the research question of how and through which ways does taxation affect 

investment decisions of the respondents, it doesn’t affect that much. The effect of taxation 

is not the primary concern of the respondents and it is not a determining factor when making 
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investment decisions. However, the little effects taxation would appear to have on the 

investment decisions and strategies of the respondents are holding stocks longer, selling 

losing stocks to compensate for the total amount of taxes to be paid on the winning stocks, 

feeling discouraged to invest at all, limiting the amount of transactions, preferring other 

investment products such as ETFs and extending investment horizon.  
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7. Conclusions 

 

The purpose of this research was to examine and see the effects taxation has on investment 

decisions and to establish the attitudes towards the law initiative on Equity Savings Account 

that the Finnish Parliament accepted on March of 2019. The Equity Savings Account differs 

from the existing legislation on capital income taxation so that with the usage of the account, 

the investor isn’t obligated to pay taxes at each sales event but pays the taxes on the portion 

of the capital gains once they withdraw the money from the account. Thus, the two goals of 

this research are connected to each other. The theoretical background of the study focused 

on the introduction of the current legislative on capital income taxation in Finland and 

continued with the introduction of the Equity Savings Account. Then the theoretical 

background of this study continued on to introduce and explain the theories on taxation’s 

effects on investment behavior and investment decision-making. 

The key findings of this research were that the attitudes towards Equity Savings Account are 

rather positive and respondents felt that it encourages household investors in engaging in the 

capital markets and it lowers the boundaries for investing. There truly was a need for the 

establishment for the account and it most likely will encourage households to move their 

assets from non-interest-bearing bank account deposits to more profitable investments. This 

can be interpreted from the results in this study with the overwhelmingly positive attitudes 

towards the account. The effects of the account will most likely be more than just engaging 

activity in the capital markets. The goal of the Capital Markets Union by EU is to make the 

EU financial system more stable, resilient and competitive. The Union strives to provide 

new sources of funding, reduce the cost of raising capital, increase options for savers across 

EU, facilitate cross-boarded investing and support long-term projects (European Council, 

2019). The establishment of the account in Finland most definitely will be a step towards 

the right direction. The account will most likely be refined and further development as this 

is the first version of it. Additional developments could be adding ETFs and other types of 

investment products to be traded through the account.  

As the account is mostly an improvement on the taxation system, the effects of taxation on 

investment decisions was the other focal point of this study. This research concludes that 
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taxation does not significantly affect investment decisions. The effects it may have are 

problems to which the establishment of Equity Savings Account may be a partial solution. 

The effects of taxation on this research were holding stocks longer when the investor would 

prefer to sell, choosing other investment products as their taxation and related costs are more 

favorable and some even stated that they make fewer transactions to avoid taxes and high 

taxes affect the overall willingness to invest. As the Equity Savings Account removes the 

problems related to investor holding winning stocks to avoid taxes at the time of sale, 

avoiding many transactions and for example lengthening the investment horizon only due to 

taxes, the effects of the account can be rather positive amongst household investors. 

The findings of this study are from a small sample size of a rather homogenic demographic 

group. So, the findings of this study cannot automatically be generalized to the entire 

population. However, the findings of this study give a rather fascinating insight to the topics 

this research focused on. As both, the Equity Savings Account and taxation are results of 

political decision-making, that includes compromises, negotiation tactics and games to 

appeal to their voters, the elements of both taxation and the account are very prone to changes 

in the future. For the endorsement of the account a key contributor in the future of capital 

income taxation would be that the taxation of capital gains on various assets would be equal. 

Then, the unequal taxation principles would not push investors to selecting a small number 

of investment products. 

A notion to be made here is the behavioral theory of the existence of a gap between 

considering doing something and actually doing it (saying and doing) (Karlan, G.R. & 

Rusch, F.R., 1982). Most of the respondents stated that they are interested in opening the 

Equity Savings Account, nevertheless this does not automatically mean that they actually 

will open one once the account is introduced to the public in January 2020. This research 

only studied the attitudes of the respondents towards the account, not who have actually 

opened the account. The analysis of the actual engagement of the account would require an 

independent research after the January of 2020. 

Further research suggestions of this study would be to understand the effects of taxation on 

a deeper level, by executing this study on a larger population and continuing on with in-

depth interviews to get better insight on the attitudes of the household investors. Another 

worthwhile study would be to examine the attitudes towards the Equity Savings Account 
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after a couple of years after it has been opened to the nation. It would be interesting to see 

the development of the engagement the account has after its launch and any possible 

refinements it may have. In particular, it would be worthwhile understanding the attitudes of 

the investors once account has been established and what changes they would wish the 

account would on go.  
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APPENDICES 

Appendix 1. 

Equity Savings Account and taxation in investment decisions in Finland - Master's 
Thesis Riihimäki 
 

 
Beginning of the group: Demographical factors 
 
Q1 Age 

o Under 18  (1)  

o 18-29  (2)  

o 30-39  (3)  

o 40-49  (4)  

o 50-59  (5)  

o 60-69  (6)  

o 70 +  (7)  
 
 
 
Q2 Education 

o Comprehensive school  (1)  

o Upper Secondary School (High school or Vocational)  (2)  

o Lower University Degree (Bachelor's)  (3)  

o Upper University Degree (Master's)  (4)  

o Doctoral Degree / Postgraduate Diploma  (5)  
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Q3 Your occupational group 

o Leading position in the service of another  (1)  

o Senior officer  (2)  

o Lower staff member  (3)  

o Employee  (4)  

o An entrepreneur or a private practitioner  (5)  

o Farmer  (6)  

o Student  (7)  

o Pensioner  (8)  

o Housewife or Dad  (9)  

o Unemployed  (10)  

o 11 Other  (11)  
 
 
 
Q4 Please provide you postal code 

________________________________________________________________ 
 
Q5 Your net income per month (€) 

o < 500  (1)  

o 500 - 999  (2)  

o 1 000 - 1 499  (3)  

o 1 500 - 1 999  (4)  

o 2 000 - 2 499  (5)  

o 2 500 - 2 999  (6)  

o 3 000 - 4 999  (7)  

o 5 000 - 7 499  (8)  

o 7 500 - 10 000  (9)  

o > 10 000  (10)  
 
End of the group: Demographical factors 

 
Beginning of the group: Risk Profile 
 
Q6 Which one of the following options do you wish to gain from your investments? 

o Volatile high-return  (1)  

o Steady medium-return  (2)  

o Secure low-return  (3)  
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Q7 Imagine the following situation. From January 2018 through March 2018, stocks lost more than 
35%. If I owned a stock investment that lost about 35% in three months, I would.. 

o Sell all of the remaining investment.  (1)  

o  Sell a portion of the remaining investment.  (2)  

o  Hold onto the investment and sell nothing.  (3)  

o Buy more of the investment.  (4)  
 
End of the group: Risk Profile 

 
Beginning of the group: Investment profile 
 
Q8 I have adequate skills to independently make investment decisions in listed company shares. 

o Strongly agree  (1)  

o Somewhat agree  (2)  

o Neither agree nor disagree  (3)  

o Somewhat disagree  (4)  

o Strongly disagree  (5)  
 
 
 
Q9 Do you currently invest in the capital markets? 

o Yes  (1)  

o No  (2)  
 
 
 
Q10 How much of your available income per month would you be willing to invest? (€) 

________________________________________________________________ 
 
 
 
Q11 How much profit would you expect to gain on your investments? 

o Low  (1)  

o Medium  (2)  

o High  (3)  
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Q12 If you were to invest, what would be your desired investment horizon? 

o A few months to a year 1 year or less  (1)  

o  1 – 2 years  (2)  

o  3 – 5 years  (3)  

o  6 – 10 years  (4)  

o  11 – 15 years  (5)  

o More than 15 years  (6)  
 
 
 
Q13 Which one would you rather invest in: 

o Stocks  (1)  

o Bonds  (2)  

o Mutual funds  (3)  

o ETFs  (4)  

o Other, what?  (5) ________________________________________________ 
 
 
 
Q14 What attributes to your investment decision the most? Please, arrange the below options from 
the most important (1) to least the important (6). Drag & Drop. 
______ The variance in the value of the security/ volatility (1) 
______ The level of expected return on the asset (2) 
______ The amount of taxes I have to pay on the capital gains (3) 
______ Investment horizon (4) 
______ The possibility to postpone the taxation of the capital gains (5) 
______ The company’s ability to pay dividend (6) 
 
End of the group: Investment profile 

 
Beginning of the group: Taxation and Legislation 
 
Q15 I am familiar with the legislation on capital income taxation in Finland. 

o Strongly agree  (1)  

o Somewhat agree  (2)  

o Neither agree nor disagree  (3)  

o Somewhat disagree  (4)  

o Strongly disagree  (5)  
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Q16 I feel the taxation on capital income in Finland is complex. 

o Strongly agree  (1)  

o Somewhat agree  (2)  

o Neither agree nor disagree  (3)  

o Somewhat disagree  (4)  

o Strongly disagree  (5)  
 
 
 
Q17 What is the most important factor in you opinion in the capital income taxation? 

o The lowest possible tax rate  (1)  

o Ability to postpone paying taxes  (2)  

o - equal taxation independent of the asset  (3)  
 
 
 
Q18 How do you feel about paying taxes? 

o A necessary evil and I'd prefer not to pay any  (1)  

o I pay my taxes, but I don't like it  (2)  

o I pay my taxes, I feel neutral about it  (3)  

o - i feel im contributing to my society by paying my taxes  (4)  
 
 
 
Q19 Do you exercise any form of tax planning? 

o Yes, is it independent or do you use a professional?  (1) 
________________________________________________ 

o No  (2)  
 
End of the group: Taxation and Legislation 

 
Beginning of the group: Equity Savings Account 
 
Q20 The Finnish Parliament accepted the law initiative on Equity Savings Accounts (ESA) in 
March of 2019. The law will become effective in 2020 and households will be able to open an 
account then.  ESA is an account to which a household investor can transfer up to 50 000 euros and 
buy and sell domestic and foreign listed company shares within the account. The rise in the value 
of the initial investment isn’t calculated in the total of 50 000 euros. So, if the customer invests 
10 000 euros to their personal equity savings account and the value of the investment rises to 
100 000 euros, the customer is still able to invest additional 40 000 euros to the account. The 
account can be opened with a bank or a financial institute. Mutual funds and ETFs can't be 
purchased through the account.  
 
The investor is only obligated to pay the taxes when they withdraw the money from the account. 
This is different from the current legislation as now investors need to pay taxes with every 
transaction. The relevant information on the capital gains taxation will automatically be provided to 
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the Finnish Tax Authorities by the service provider so the investor isn't obligated to do this by 
themselves. The investor is also able to re-invest dividends into the account without incurring any 
taxes. However, investors can't deduct losses on their investment until the account has been closed, 
all the assets have been sold and the proceeds withdrawn. 
 
Example on the taxation: The customer has transferred 10 000 euros to their equity savings 
account. The value of the investment is now 11 000 euros, so the return on the investment in total is 
1 000 euros. If the customer decides to withdraw half of the assets in the account (5 500 euros), and 
taxable capital income is half of the returns, 500 euros. 
 
 
 
Q21 Would you consider opening an ESA? 

o Yes  (1)  

o No  (2)  
 
 
 
Q22 Do you feel that the ESA will make taxation on capital gains more simple/easily 
understandable? 

o Yes  (1)  

o No  (2)  
 
 
 
Q23 ESA allows you to invest directly in listed company shares. Do you feel knowledgeable 
enough to make such investment decisions? 
 
 

o Yes  (1)  

o No  (2)  
 
 
 
Q24 If you were to open an ESA, would you consider equity investment advisory services to assist 
you in the decision-making process? 

o Yes  (1)  

o No  (2)  
 
 
 
Q25 What do you feel is the most important feature of the ESA to you? 

o Simplifies taxation of listed company shares  (1)  

o Ability to postpone paying taxes  (2)  

o Lowers the barriers for investing  (3)  
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Q26 Would you consider yourself being more or less likely to open the account if it would include 
mutual funds & ETFs? 

o More likely  (1)  

o Less likely  (2)  

o It doesn’t pay any significance to me, I would open the account anyway.  (3)  

o It doesn't pay any significance to me, I will not open the account anyway.  (4)  
 
 
 
Q27 I feel that ESA is a good way for the government to encourage households to engage in capital 
markets. 

o Strongly agree  (1)  

o Somewhat agree  (2)  

o Neither agree nor disagree  (3)  

o Somewhat disagree  (4)  

o Strongly disagree  (5)  
 
 
 
Q28 Do you feel that ESA lowers the barriers for investing in capital markets by simplifying 
taxation? 

o Definitely yes  (1)  

o Probably yes  (2)  

o Might or might not  (3)  

o Probably not  (4)  

o Definitely not  (5)  
 
End of the group: Equity Savings Account 

 
Beginning of the group: Taxation's effects on investment decisions 
 
Q29 How does taxation affect your investment decisions? 
 
 
(Buy, hold, sell a certain stock) 

________________________________________________________________ 
________________________________________________________________ 
________________________________________________________________ 
________________________________________________________________ 
________________________________________________________________ 

 
 
 
Q30 How does taxation affect your investment strategy? 
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(Which asset, investment horizon, the volatility in the value of the asset, expected yield, taxation on 
the specific asset etc.) 

________________________________________________________________ 
________________________________________________________________ 
________________________________________________________________ 
________________________________________________________________ 
________________________________________________________________ 

 
End of the group: Taxation's effects on investment decisions 

 
 

 


