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Abstract. The paper reviews three dimensions of behavioral finance in decision-making: culture-driven
differences in risk behaviour [4], [9], psychological reactions to losses illustrated by the Nick Leeson
and Jérome Kerviel cases [2], [3], [10], and the role of financial literacy against the backdrop of
Poland’s ‘toxic options’ crisis [1]. Embedding behavioral insights into education, policy and risk
management helps prevent value-destroying choices.
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Financial choices are shaped not only by rational-choice models but also by
cultural norms, cognitive biases and education. We review:

1) cross-country cultural drivers of risk behaviour,

2) loss aversion and overconfidence in traders’ conduct, and

3) the consequences of limited financial literacy in the corporate sector [1], [5], [9]-[11].

In practice, the same individual can move along the risk spectrum depending on
framing, time horizon and institutional setting. A portfolio choice that looks “risk-
seeking” in a recovery frame may turn “risk-averse” under hard budget constraints or
when accountability increases. For that reason, culture is best treated not as a single
national constant but as layered norms at the firm, industry and country levels that
interact with incentives and governance [4], [9].

Cross-country evidence links cultural indicators to entrepreneurship and investment.
Higher uncertainty-avoidance correlates with lower business-ownership rates across 21
OECD countries (1976-2004) [4]; Thurik & Dejardin’s review adds case-based support
on cultural legitimation of entrepreneurship [9]. At the micro level, cohort studies indicate
stronger risk appetite among younger investors, shifting portfolio allocations [5].

The Nick Leeson (Barings Bank, 1995) and Jérome Kerviel (Société Générale,
2008) episodes show post-loss risk escalation and position concealment — textbook
manifestations of loss aversion and overconfidence [2], [3], [10]. Weak internal
controls and a “get back to zero at any cost” culture were critical contributing factors.
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Case narratives also show that control failures are socio-technical: tooling,
segregation of duties and incentive design reinforce (or neutralise) behavioural biases.
While headlines focus on a “rogue trader”, post-mortems usually reveal permissive
overrides, inadequate exception reporting and strong short-term bonus pressure. This
is a useful caution for SMEs where front, middle and back office roles often overlap,
amplifying the temptation to double-down after losses.

Table 1. Scale of losses in benchmark cases (estimates).

Case Approximate losses Source
Nick Leeson / Barings (1995) ~$1.3 bn [2], [3]
Jérome Kerviel / Société
~$7.2b 10
Générale (2008) 57.2bm [10]
Poland’s ‘toxic currency
) ~$44b t 1
options’ (2008-2009) $4.4 bn (aggregate) 1]

Behavioural drivers are layered: the emotional cost of acknowledging a mistake, illusion
of control, and the “house-money” effect. Empirical work on overconfidence among
entrepreneurs and investors documents systematic overestimation of one’s abilities [ 10].

Poland’s ‘toxic’ FX options crisis showed how complex derivatives sold to SMEs
as hedges can morph into large losses amid information asymmetry and underestimated
tail risk. Case analyses highlight contract complexity and weak disclosure practices
[1]. Parallel evidence on retail investors’ portfolios during the pandemic underscores
the value of transparent risk communication [6].

Culture sets the ‘risk frame’, psychology drives loss responses, while literacy and
regulation shape how complex products are interpreted. To mitigate destructive
choices, institutions should:

-embed behavioural checklists and premortems into risk processes;

- strengthen tail-risk disclosure and stress testing for SMEs;

- institutionalise ethics and “error culture” training;

- tailor financial education to cultural and generational differences [1], [4], [6], [9H11].
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