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Abstract

Based on panel data on around 5,500 German household heads originating from
four years, this paper analyzes whether the experience of financial losses due to
the Corona pandemic has affected three kinds of personal traits and preferences:
the willingness to take risks, patience, and the locus of control. Our empirical
results indicate that patience and the locus of control remain unchanged by the
experience of pandemic-related financial losses, whereas we find a significantly
negative effect of severe financial losses on risk taking, contrasting with the tra-
ditional assumption that such preferences are constant. In this respect, our het-
erogeneity analysis indicates that financial losses due to Corona particularly affect
the most vulnerable households, notably low-income households and those with
little income diversification.
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1 Introduction

Since the plague of the Spanish influenza some one hundred years ago, there has been

hardly such a globally devastating disease as that triggered by the COVID-19 virus. As

of March 2021, about 2.5 million deaths can be ascribed to this virus (JHU, 2021). All

over the world, Corona and the measures to counteract this pandemic have dramati-

cally shaken economies and societies alike, most notably due to the resulting macroe-

conomic shocks (Alfaro et al., 2020; Altig et al., 2020; Baker et al., 2020).

In addition to grave macroeconomic impacts, the pandemic has substantial mi-

croeconomic effects, for example on the well-being of individuals, notably parents

(Huebener et al., 2020), and their mental health (Liang et al., 2020). The influence on

individual preferences and traits is less clear, though. Many economists have assumed

that preferences, such as risk aversion and patience, are immutable individual char-

acteristics – see e.g. Stigler and Becker (1977) and Meier and Sprenger (2015) with

respect to risk and time preferences. Yet, the question arises as to whether the drastic

restrictions in everyday life and human rights, mandated by governments to limit the

Corona pandemic, have systematic effects on individuals’ personal traits, such as the

long-term preferences relating to risk and time discounting.

This question is highly important, as such preferences are hypothesized to be

significant determinants of individual health and welfare, as well as aggregate growth

(e.g. Almlund et al., 2011; Becker et al., 2012; Borghans et al., 2008; Heckman et al.,

2006). In a similar vein, once formed, non-cognitive skills, such as the locus of control,

are typically deemed relatively stable and as important as cognitive ability in explain-

ing economically relevant outcomes (Borghans et al., 2008; Cobb-Clark and Schurer,

2013; Heckman et al., 2006).

Recent insights from behavioral economics and psychology suggest, though, that

individual experiences can strongly affect personal traits, such as those relating to

risk and patience (e.g. Malmendier and Nagel, 2011). In particular, a pandemic such
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as Corona may make people more aware of potential adverse events and their life

expectancy may be shorter (Cassar et al., 2017). As a result, those living through a

pandemic like Corona may become more averse to risk.

Based on longitudinal survey data on around 5,500 German household heads

originating from the years 2012, 2014, 2015, and 2020, this paper analyzes whether the

individual experience of financial losses due to the policy measures that were estab-

lished to counteract the Corona pandemic affects the stability of three kinds of person-

ality characteristics: the willingness to take risks, patience, and the locus of control,

measured by the index employed by e. g. Cobb-Clark and Schurer (2013). Using the

severity of self-reported financial income losses due to the Corona pandemic as a treat-

ment variable and employing a difference-in-differences approach with household-

level fixed effects, we estimate the effect of Corona-related financial losses on the sta-

bility of these personal traits and preferences. To this end, self-reported financial losses

is the appropriate measure given that it is the perception of these losses, rather than

their actual magnitude, that may affect personal traits and preferences.

Our empirical results indicate that patience and the locus of control remain un-

changed by the experience of pandemic-related financial losses. Yet, with respect to

the willingness to take risks, we find a statistically significantly negative effect of se-

vere financial losses, that is, affected individuals report higher levels of risk aversion.

This outcome is in accord with Decker and Schmitz (2016), for instance, who also find

that, in contrast to the traditional assumption of constant preferences, risk aversion is

not an immutable characteristic. Rather, according to these authors’ empirical results,

health shocks, measured by an objective indicator, increase individual risk aversion.

In a similar vein, using real-time panel data from 2019 and from April to July 2020,

Graeber et al. (2020) provide robust evidence that exposure to the Corona pandemic

reduces the risk tolerance of individuals in Germany.

Our results also indicate some heterogeneity: financial losses increase the risk

aversion of both economically deprived households and households with little di-
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versity in their income sources, such as single-person, single-parent and low-income

households. Altogether, being largely in line with the classical conjecture that prefer-

ences are immutable characteristics, with the exception of risk aversion, our findings

suggest that the first wave of the the Corona pandemic and the counteracting measures

have had only moderate effects on the preferences and personal traits under scrutiny.

The subsequent section describes the panel data set employed for our analysis.

Section 3 presents our methodological approach, while the empirical results are dis-

cussed in Section 4. The last section summarizes and concludes.

2 Data

For our empirical analysis, we draw on data from the Socio-ecological Panel, which

extends through May and June 2020 when the Corona pandemic was highly preva-

lent in Germany.1 Commissioned by the Federal Ministry of Education and Research

(BMBF), the data covers the years 2012, 2014, 2015, and 2020 and was gathered in col-

laboration with the market research institute forsa, which maintains a representative

sample of some 80,000 households.

Questionnaires were addressed to the household heads, that is, those household

members who consider themselves responsible for the financial decisions at the house-

hold level. forsa’s state-of-the-art tool allows panelists to fill out the questionnaire us-

ing either a television or the internet. Respondents can interrupt and continue the

survey at any time. A large set of socio-economic and demographic background infor-

mation on all household members is available from forsa’s household selection proce-

dure and updated regularly.

The questionnaires were developed in several iterations together with survey

professionals from forsa. Pretests including some 100 households served to prepare the

1More information on the Socio-ecological Panel is available at www.rwi-essen.de/green-soep.
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surveys. In each survey wave, about 6,000 respondents completed the questionnaire.

Upon dropping observations with missing data in relevant variables, as well as from

individuals who did not participate in 2020, the data set employed for our analysis

includes 16,163 observations on 5,632 household heads: 3,052 originate from 2012,

3,732 from 2014, 3,747 from 2015, and 5,632 from 2020.

The personal traits and preferences that lie at the heart of our analysis and serve

as the dependent variables of our fixed-effects estimations include the willingness to

take risks, patience, and the locus of control. The locus of control was measured in two

years, 2015 and 2020, risk and time preferences in three years: 2012, 2014, and 2020.

Risk preferences are elicited on an 11-point Likert scale by employing a widely

used single-item measure on the willingness to take risks – see e. g. Dohmen et al.

(2011). These authors demonstrate that this risk measure is highly correlated with the

actual risk taken in lottery experiments. Moreover, recent research has demonstrated

that this self-reported risk preference measure even outperforms revealed measures of

risk appetite (Arslan et al., 2020; Hertwig et al., 2019). The underlying question asks

subjects: ”Are you generally a person who is willing to take risks or do you try to

avoid taking risks?”, with responses ranging from 0: ”not at all willing to take risks”

to 10: ”very willing to take risks”. In our estimation sample, the mode of risk taking

amounts to five points and thus corresponds to the results of Dohmen et al. (2011),

who base their analysis on the representative German Socio-economic Panel (SOEP).

In addition, the sample mean of 5.8 is very similar compared to that found by León and

Pfeifer (2017), who employ SOEP data for the years 2003 and 2004. Yet, the summary

statistics reported in Table 1 indicate a large variation in this preference measure, as

well as in the other measures under scrutiny (see also Figure A1a in the appendix).

Next, the measure of patience is based on and validated by Vischer et al. (2013).

The exact wording of the question on patience reads: ”Are you generally an impatient

person or someone who always shows great patience?”. Answers are coded on an

11-point Likert scale again, with responses ranging from 0, referring to ”very impa-
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Table 1: Summary Statistics

Description Mean Std. Dev. Min. Max.

Dependent variables:
Risk taking 0: not at all willing to take risks – 4.74 1.98 0 10

10: very willing to take risks
Patience 0: very impatient – 10: very patient 5.89 2.32 0 10
Locus of control 7: internal LOC – 49: external LOC 19.91 6.91 7 49

Treatment variables:
Financial losses Dummy: 1 if a household experienced any 0.50 – 0 1

financial losses due to Corona
Severe financial losses Dummy: 1 if a household experienced large 0.08 – 0 1

or very large financial losses due to Corona

Covariates:
Household size Number of household members 2.13 1.00 1 5
Full-time employed Dummy: 1 if the household head 0.62 – 0 1

is full-time employed
Household income Household income categories in steps of e500 5.63 2.72 1 11
Home owner Dummy: 1 if the household owns its dwelling 0.63 – 0 1
Living with partner Dummy: 1 if the household head lives 0.69 0.46 0 1

with a partner
Underage children Dummy: 1 if there are children 0.71 0.45 0 1

with an age less than 15 years
7-days Incidence Incidence of COVID-19 cases per 100,000 1.56 4.01 0 80.6

inhabitants in the last 7 days

Note: The summary statistics on financial losses, as well as the 7-days incidence, only refer to Corona
year 2020.

tient”, to 10, referring to ”very patient”. Vischer et al. (2013) show that this measure

is highly correlated with more sophisticated experimental measures (Frederick et al.,

2002). With a mean of about six points (Table 1) and a mode of five points (Figure A1b),

our sample exhibits a distribution of time preferences that is comparable to those of

Vischer et al. (2013) and Heywood et al. (2017), which are based on the SOEP.

Lastly, using the original items from the Psychological Coping Resources compo-

nent of the Mastery Module by Pearlin and Schooler (1978), we measure the locus of

control, that is, the extent to which an individual believes that events in life are shaped

by own actions. While individuals with an internal locus of control tend to believe

that they have control over the outcome of events in their lives, those with an external

locus of control tend to believe that much of what happens is beyond their control.

5



Life’s outcomes are thus attributed to external forces, like fate, luck, or other people

(Caliendo et al., 2015). In contrast, people with an internal locus of control see future

outcomes as being contingent on their own decisions and behavior. It seems sensible

to expect that the locus of control will have a notable effect on many economic out-

comes and, in particular, that internality increases the potential for economic success.

Following Cobb-Clark and Schurer (2013) and accounting for the distinction be-

tween internal and external locus of control, the locus of control (LOC) index em-

ployed for our analysis is computed as follows:

LOCi =
5∑

j=1

ELOCij −
7∑

j=6

ILOCij + 16, (1)

whereELOC and ILOC refer to the items of the questionnaire with which the external

and internal locus of control is elicited, respectively – see the appendix for the detailed

presentation of the items.

The first five out of seven items serve to elicit the external locus of control, the

remaining two aim at capturing the internal locus of control. Responses to each item

are coded on a 7-point scale, ranging from 1: ”I strongly disagree” to 7: ”I strongly

agree”. With the aggregate values being between 7 and 49, the LOC index takes on the

lowest value of 7 in the polar case in which a respondent strongly disagrees with the

five items on the external locus of control, but strongly agrees with the two items of

the internal locus of control, thus indicating strong internal self-control. The opposite

holds true if the index equals 49, indicating an external locus of control. The mean

value resulting from our sample amounts to about 20 (see Table 1), is right-skewed

(Figure A1c), and is driven by low values on the last two, internally-orientated survey

items. Compared with the analysis of Cobb-Clark and Schurer (2013) for Australia, the

mean score of our estimation sample is somewhat lower, indicating a more internal

locus of control, whereas it is somewhat higher than that found by Cobb-Clark and

Tan (2011).
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To capture Corona-related financial losses, we requested survey participants to

indicate the severity of their financial losses due to the Corona crisis on a 6-point scale,

ranging from ”I have not experienced any losses” to ”very large losses”(see Figure 1).

Roughly half of the responding household heads report some financial losses, with

about 8% suffering from either large or very large losses (see Table 1). Exploiting this

information, we define two dummy variables indicating either any financial losses or

severe financial losses, with the latter variable equaling unity if a household experi-

enced large or very large losses due to Corona in 2020 and equaling zero otherwise,

while the binary variable ”financial losses” equals unity if a household experienced

any losses due to Corona and equals zero otherwise. Obviously, for all observations

prior to 2020, both these indicators equal zero.

Figure 1: Experienced Financial Losses due to the Corona Pandemic in 2020
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In addition to these key variables, a suite of covariates are added to the model

specification of our fixed-effects estimations (see Table 1), including the incidence of

confirmed positive COVID-19 cases per 100,000 inhabitants in a respondent’s munic-

ipality during the 7 days prior to the day of survey participation. This data serves to

control for the regional infection dynamics at the time of the survey. It is merged

to our panel data set and originates from the COVID-19-Dashboard of the Robert

Koch Institute (RKI, 2021), the government’s central scientific institution in the field
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of biomedicine.

Finally, as we base our empirical analysis on fixed-effects estimations, only time-

variant variables are added as covariates, such as employment status, household size

and income, home ownership, whether underage children live in the household, and

whether the household head is living with a spouse or a partner. On average, survey

participants are slightly better educated and have a somewhat higher income than typ-

ical household heads, indicating that our sample is not representative for the German

population – see Frondel et al. (2020, 2021) for more descriptive statistics on the 2020

survey.

3 Methodology

To gauge the effect of Corona-related financial losses on the stability of various per-

sonal characteristics, we estimate the following fixed-effects model with reported fi-

nancial losses due to Corona as the treatment variable:

yit = α · lossit + βTxit + τt + µi + ψst + ξw + εit, (2)

where yit stands for the dependent variable, reflecting either the willingness to take

risks, patience, or the locus of control of household i in year t. The key regressor,

called loss, captures either of the two binary loss variables indicating either any finan-

cial loss or severe financial losses due to Corona. Altogether, we estimate six specifica-

tions, with either of three dependent variables and either of two loss variables as key

ingredients.

In addition to the vector x of time-variant control variables, a suite of fixed effects

are included in all specifications: Apart from household fixed effects µi, which capture

time-invariant personal and household characteristics, and year fixed effects τt, we

include year-by-federal-state fixed effects, denoted by ψst, to control for state-specific
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year effects. To also control for nationwide short-time variation during the pandemic

in 2020, week fixed effects ξw are added. Finally, ε designates the idiosyncratic error

term and α, as well as β, denote the parameters to be estimated, where T is an indicator

of the transposition of vector β.

In addition to exploring average effects, we investigate whether there is hetero-

geneity in the response to Corona-related financial losses. To this end, we augment

specification (2) by interacting the loss variables with household characteristics, such

as gender of the household head, household income, residence in East Germany, and

other covariates.

Whether we can ascribe a causal interpretation to the coefficient estimates of

the loss variables rests crucially on the conditional independence assumption (CIA),

which requires that all factors that influence financial losses and are potentially related

to personal traits and preferences are observable. Of course, while bias from omitted

variables can never be completely ruled out, several features of the methodological

set-up lend support to the validity of the conditional independence assumption.

First, there seems to be little room for the omission of time-varying determinants

that are not already captured by all the fixed effects that we have included in specifica-

tion (2), such as year fixed effects, state-specific year effects, as well as week-specific ef-

fects for Corona year 2020. Second, coupled with the controls for time-varying socioe-

conomic and demographic characteristics, biases that could otherwise emerge from

the correlation of unobserved household characteristics with the loss variables appear

to be unlikely.

4 Results

Starting with the results of a pre-treatment analysis, we present the time trends of

financially affected versus unaffected households for risk taking and patience prior
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to Corona year 2020. Given that these characteristics were measured in three sur-

vey years, 2012, 2014, and 2020, they are qualified for such a pre-treatment analysis,

whereas this does not hold true for the locus of control, which was observed only once

before 2020, in 2015. Our pre-treatment analysis suggests that there are no substantial

inter-temporal differences in the mean levels of risk-taking behavior and patience (see

Figure A2 and Figure A3 in the appendix).

In addition, the mean differences in these characteristics across treatment groups

are negligible in statistical terms, with the combination of any financial losses and the

willingness to take risks being the sole exception, as there is some statistical evidence

that the respective means diverge in 2014 (Figure A2a). In absolute terms, though,

this difference is virtually negligible. The finding of stable preferences with respect

to patience and locus of control during the observation period of more than half a

decade corroborates the hypothesis that it is severe financial losses due to the Corona

pandemic that is responsible for the change in risk taking.

The results of our fixed-effects estimations are presented in the following tables,

with Table 2 reporting the results for any financial losses as treatment variable and

Table 3 focusing on the effects of severe financial losses. To ease the interpretation of

the outcomes, we standardize their values by substracting the mean and dividing the

result by the respective standard deviation. Focusing first on the relationship between

any financial losses and personality characteristics, we hardly find any effect: through-

out, coefficient estimates are indistinguishable from zero at conventional significance

levels (Table 2). Yet, when we consider severe, rather than any financial losses, our

results indicate that the Corona pandemic has led to a moderate reduction in the will-

ingness to take risks, with the effect amounting to 0.121 standard deviations (Table

3), which corresponds to a reduction of 0.24 points on the original scale, equaling a

relative decrease of about 4%.

This result adds to the growing empirical evidence that risk preferences are mu-

table, rather than stable. For instance, the increase in risk aversion aligns with the
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Table 2: Fixed Effects Estimation Results of Any Financial Losses due to the Corona
Pandemic on Personal Traits and Preferences

Risk taking Patience Locus of control

Coeff. Std. Err. Coeff. Std. Err. Coeff. Std. Err.

Financial losses -0.043 (0.031) -0.036 (0.031) 0.031 (0.035)
Household size -0.042 (0.022) -0.004 (0.022) 0.051 (0.031)
Full-time employed -0.026 (0.038) -0.041 (0.038) 0.002 (0.047)
Household income 0.013 (0.009) 0.001 (0.009) -0.003 (0.012)
Home owner 0.074 (0.051) 0.052 (0.051) -0.022 (0.070)
Living with partner -0.013 (0.046) 0.009 (0.046) 0.072 (0.067)
Children 0.005 (0.068) 0.048 (0.068) -0.042 (0.088)
7-days Incidence -0.003 (0.003) 0.002 (0.003) 0.002 (0.003)
Constant 0.251 (0.239) -0.043 (0.239) -0.269 (0.277)

State Yes Yes Yes
Year Yes Yes Yes
Year × State Yes Yes Yes
Weeks of Survey 2020 Yes Yes Yes

No. of observations 10,330 10,332 7,919

Note: ** and * denote statistical significance at the 1 % and 5 %, level, respectively.

findings of Decker and Schmitz (2016), who concentrate on the role of health shocks,

as well as with those of Hetschko and Preuss (2020), who analyze the effect of job

losses, and Cassar et al. (2017), who find that the 2004 tsunami in Thailand increased

risk aversion. According to Guiso et al. (2018), who analyze the effects of the Italian

banking crisis, increases in risk aversion are triggered by scary experiences. This ex-

planation might carry over to the case of the Corona pandemic: While its effects are

highly uncertain, following the news coverage on Corona might be unsettling.

In contrast to risk taking, we do not find any effects for patience and locus of

control, suggesting that these traits remain fairly stable even in times of the Corona

pandemic. This outcome is in line with Meier and Sprenger (2015), for instance, who

find stable time preferences using incentivized experiments, but contrasts with the

finding of Cassar et al. (2017) that experiencing a potentially decisive turning point in

life, such as the 2004 tsunami in Thailand, affects impatience. Furthermore, in accord

with Cobb-Clark and Schurer (2013), who show that the locus of control is rather stable
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Table 3: Fixed Effects Estimation Results of Severe Financial losses due to the Corona
pandemic on Personal Traits and Preferences

Risk taking Patience Locus of control

Coeff. Std. Err. Coeff. Std. Err. Coeff. Std. Err.

Severe financial losses -0.121* (0.060) 0.031 (0.060) -0.016 (0.069)
Household size -0.040 (0.022) -0.004 (0.022) 0.050 (0.031)
Full-time employed -0.026 (0.038) -0.045 (0.038) 0.004 (0.047)
Household income 0.012 (0.009) 0.002 (0.009) -0.004 (0.012)
Home owner 0.072 (0.051) 0.051 (0.051) -0.021 (0.070)
Living with partner -0.017 (0.046) 0.008 (0.046) 0.074 (0.067)
Children 0.006 (0.068) 0.047 (0.068) -0.041 (0.088)
7-days incidence -0.003 (0.003) 0.002 (0.003) 0.002 (0.003)
Constant 0.245 (0.239) -0.051 (0.239) -0.261 (0.277)

State Yes Yes Yes
Year Yes Yes Yes
Year × State Yes Yes Yes
Weeks of Survey 2020 Yes Yes Yes

No. of observations 10,305 10,306 7,901

Note: ** and * denote statistical significance at the 1 % and 5 %, level, respectively.

and not related to, e.g. health events, our results indicate that the locus of control

remains unaffected even in times of a global pandemic such as Corona, whereas Preuss

and Hennecke (2017) identify involuntary job loss as a trigger for a temporal shift in

locus of control.

Taken together, while individuals who report severe financial losses due to the

Corona pandemic tend to become somewhat more risk averse, our results are largely

in accordance with the classical conjecture that personal traits and preferences are im-

mutable characteristics. This finding is accompanied by the fact that none of the con-

trol variables has any significant bearing. Most notably, in contrast to the findings of

Graeber et al. (2020), the incidence of COVID-19 cases in the previous seven days in

the region where a respondent resides does not affect individual risk preferences, nor

do the other personal characteristics under scrutiny.

In what follows, we aim at identifying those types of individuals who are par-
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ticularly responsive to Corona-related financial losses. To this end, we systematically

analyze whether there is effect heterogeneity by estimating the interaction effects of

any financial losses with covariates such as gender of household head, being a home-

owner, residence in East Germany, employment status, living with a partner and un-

derage children, as well as household income.

The results of this exercise, illustrated by the following figures, demonstrate

that for the willingness to take risks, treatment effects vary substantially with socio-

economic characteristics, most notably with household income. Figure 2 indicates that

there is a particularly pronounced effect of financial losses on respondents with low

incomes. At least in terms of risk taking, it seems that Corona-induced financial losses

more strongly affect those who are among the more vulnerable in society, an impres-

sion that is reconfirmed by the interaction effects with respect to other socio-economic

characteristics presented in Figure 3.

Figure 2: Effect of Any Financial Losses on Risk Taking Contingent on Household
Income – Point Estimates and 95% Confidence Intervals
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In particular, the effect of financial losses tends to be larger for tenants, female-

headed households, and those household heads who live without a partner (Figure

3). In short, the impact of financial losses on risk taking appears to be higher among

economically deprived households, as well as households that have presumably little

diversity in their income sources, such as single-person households and households

with heads who are not full-time employed.
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In contrast, while not reported here, for patience, we find no statistically sig-

nificant interaction effects, corroborating our conclusion that Corona-related financial

losses have hardly any effect on the stability of this personal trait. Lastly, with respect

to the locus of control, both financial loss variables yield a significantly positive effect

amongst female household heads, but no significant impact on males. Results with re-

spect to locus of control, however, should be treated with caution given that we cannot

rule out pre-treatment differences.

Figure 3: Heterogeneity in the Impact of Any Financial Losses on Risk Taking – Point
Estimates and 95% Confidence Intervals
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5 Summary and Conclusions

While economists increasingly believe that personal traits and preferences can have

important consequences for individuals’ economic decisions (Cobb-Clark and Schurer,

2012), empirical studies that attempt to estimate the economic returns to personality

often assume that adults’ personal traits are fixed (Nyhus and Pons, 2005). This is a

convenient assumption because it implies that personal traits remain unaffected by

the economic outcome under scrutiny, such as health status and labor market partici-

pation. If this assumption does not hold, however, simultaneity and reverse causality

may bias the empirical results (Cobb-Clark and Schurer, 2012).

There is growing empirical evidence, though, that negative experiences can strongly
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affect personal traits and preferences. For instance, Decker and Schmitz (2016) find

that health shocks increase individual risk aversion. Given the threat to our health

and lives due to the COVID-19 virus, the question arises as to whether the Corona

pandemic has the potential to substantially change personal traits and preferences,

such as patience and risk aversion.

In an attempt to answer this question, based on panel data on around 5,500 Ger-

man citizens originating from surveys conducted in the years 2012, 2014, 2015, and

2020, this paper has analyzed whether the experience of financial losses due to the

Corona pandemic affects the stability of three kinds of personality characteristics: the

willingness to take risks, patience, and the locus of control. Our empirical results in-

dicate that patience and the locus of control remain unchanged by the experience of

pandemic-related financial losses, whereas we find a significantly negative effect of

severe financial losses on risk taking. In this respect, our heterogeneity analysis has

demonstrated that financial losses due to the Corona pandemic particularly affect the

most vulnerable households, notably low-income households and those with little in-

come diversification.

Our paper contributes to the emerging literature that deals with the stability of

personal traits and preferences and adds to the growing empirical evidence that risk

preferences are mutable, rather than stable. According to our results, drastic events,

such as the health and financial shocks due to the Corona pandemic, may well influ-

ence the degree of risk seeking of an individual. Therefore, treating personal traits and

preferences to be constant may bias empirical applications in which they are assumed

to be time-invariant and captured by individual fixed effects.

Investigations on the impact of a disastrous event, such as the Corona pandemic,

which obviously involves grave health risks, are highly important, not least because

increased risk aversion could diminish the propensity to invest and consume, thereby

delaying the economic recovery after the pandemic. This looms particularly large as,

according to our results, the risk aversion of respondents with low incomes, who
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spend a larger fraction of their income on consumption than affluent households, is

strongly affected. Given that our observations originate from the time between the

first and second wave of the Corona pandemic in Germany and, hence, the effects of

the second, more severe infection wave are not captured by our analysis, an important

avenue for future research would be to analyze the dynamic effects of the pandemic

with respect to personal traits and preferences on the basis of additional panel data

covering the second Corona wave.

16



A Appendix

A.1 Locus of Control

Employing the original items from the Psychological Coping Resources component of

the Mastery Module by Pearlin and Schooler (1978), we elicited the locus of control

using the battery of seven statements reported below. In detail, respondents were

asked: “The following statements characterize different attitudes towards life and the

future. To what extent do you personally agree with these statements? Please answer

on the basis of a scale of 1 to 7: I strongly disagree [1] – I strongly agree [7]”.

• 5 Items on External Locus of Control:

Item 1: I have little control over the things that happen to me.

Item 2: There is really no way I can solve some of the problems I have.

Item 3: There is little I can do to change many of the important things in my life.

Item 4: I often feel helpless in dealing with the problems of life.

Item 5: Sometimes I feel that I’m being pushed around in life.

• 2 Items on Internal Locus of Control:

Item 6: What happens to me in the future mostly depends on me.

Item 7: I can do just about anything I really set my mind to do.

Assigning large values to items 1 to 5 indicates “external” locus of control, mean-

ing that a person tends to associate outcomes in life, such as personal success, to exter-

nal factors, while high values with respect to items 6 and 7 indicate “internal” locus of

control, according to which a person tends to associate outcomes with her own efforts

(Gatz and Karel, 1993). Based on definition (1), the assessments of all seven items are

condensed into a single measure, the LOC index, for which large values imply a high

external locus of control, whereas low values indicate a high internal locus of control.
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A.2 Figures

Figure A1: Distribution of the Scores of Willingness to Take Risks, Patience, and Locus
of Control
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Figure A2: Trends in Willingness to Take Risks and Patience by Suffering from Any
Corona-related Financial Losses.
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Figure A3: Trends in Willingness to Take Risks and Patience by Suffering from Corona-
related Severe Financial Losses.
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