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Abstract:

Personalized financial risk management has emerged as a crucial area of study in the realm of finance, driven by
advancements in technology and the increasing complexity of financial markets. On this basis, this study synthesizes
existing research on personalized financial risk management, focusing on its methodologies, applications, and
implications. To be specific, key themes explored include the role of big data analytics, machine learning algorithms,
and artificial intelligence in tailoring risk management strategies to individual investors. Additionally, the review
discusses the challenges and opportunities associated with implementing personalized risk management frameworks,
such as privacy concerns, regulatory compliance, and the need for transparent decision-making processes. According to
this analysis, systematic research on the status quo and challenges of personalized financial risk management provides
important references for related research and practice. Overall, these results provide insights into the evolving landscape
of personalized financial risk management and identifies avenues for future research and practical implementation in

risk management field.
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1. Introduction

Personalized financial risk management and assessment is
one of the most popular research directions in the financial
field today. With the development of social economy and
the increasing complexity and changes of global financial
markets, personalized financial risk management and as-
sessment have become one of the hot topics in the field of
finance research. Traditional risk management models and
assessment methods are no longer suitable for the needs
of individual risk management. Therefore, researchers
have begun to explore how to manage and evaluate finan-
cial risks based on personalized features to better meet the
needs of individual customers. This study will explore five
aspects: overall overview, the application of individual
differences in financial risk management, personalized fi-
nancial risk assessment models, the application of individ-
ual characteristics in financial risk management, and the
practical significance and future prospects of personalized
financial risk management.

Firstly, this study will start with an overall overview and
introduce the basic concepts, significance, and current
development status of personalized financial risk man-
agement. Subsequently, this paper will focus on exploring
the application of individual differences in financial risk
management. The differences in individual customer char-
acteristics have a significant impact on financial risk man-

agement, therefore understanding and utilizing these dif-
ferences becomes the key to improving risk management
effectiveness. Next, this research will provide a detailed
introduction to the personalized financial risk assessment
model. The personalized financial risk assessment model
is an important tool for personalized financial risk man-
agement. It is based on the characteristics and behavioral
data of individual customers and evaluates and manages
risks by establishing a quantitative model. Then, this paper
will discuss the specific application of individual charac-
teristics in financial risk management. From the perspec-
tive of individual characteristics, this paper explores the
design of personalized financial products, the application
of behavioral finance in risk management, the impact of
individual characteristics on portfolio allocation, and the
relationship between individual characteristics and credit
risk management. Finally, this study will summarize the
practical significance and future prospects of personalized
financial risk management. Personalized financial risk
management can not only improve the efficiency and ef-
fectiveness of risk management, but also meet the diverse
needs of individual customers and promote the healthy de-
velopment of the financial market. However, personalized
financial risk management still faces a series of challenges
and problems that require further in-depth research and
exploration.

Significant progress has been made in the research of
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personalized financial risk management and assessment,
which has been validated in practical applications. How-
ever, there are still many challenges that need to be ad-
dressed, such as how to fully utilize big data and artificial
intelligence technology to further improve the accuracy
and intelligence level of personalized financial risk man-
agement. This article aims to review the relevant research
on personalized financial risk management and evaluation,
including a comprehensive analysis and evaluation of the
above-mentioned papers. Through sorting out the relevant
papers, the research achievements and shortcomings are
summarized, and future research directions are proposed
to promote further development in the field of personal-
ized financial risk management and evaluation.

2. Overall Overview

Personalized financial risk management is a method of
developing customized risk management strategies based
on individual specific needs and situations. It emphasizes
the customized assessment and management of financial
risks based on individual characteristics and backgrounds,
in order to achieve better risk control and investment
outcomes. The concept of personalized risk management
first gained attention in the financial field in the late 1980s
and early 1990s. The goal of personalized risk manage-
ment is to improve the accuracy and applicability of risk
management. Compared to traditional risk management
methods, personalized risk management focuses more
on individual characteristics and needs, matching risk
management strategies with individual specific situations.
Personalized financial risk management is of great signifi-
cance in today‘s financial field. By developing customized
risk management strategies based on individual specific
needs and situations, personalized risk management can
improve the accuracy and adaptability of risk manage-
ment, thereby achieving better risk control and investment
results. With the help of relevant instruments, Tarigan and
other scholars have constructed a personalized portfolio
selection model and proposed a personalized investment
strategy based on individual characteristics and past in-
vestment behavior. Research has found that compared
to traditional portfolio selection methods, personalized
portfolio selection can significantly improve investment
performance and significantly reduce risk, indicating that
personalized financial risk management can help individu-
als achieve better investment results and risk management
[1]. Meanwhile, scholars such as Wang and L have ad-
opted big data technology and proposed personalized risk
assessment methods based on social media behavior. The
study focuses on evaluating individual social media activ-
ities, utilizing relevant data to predict the financial risks

that individuals will face, and providing corresponding
risk management recommendations. Research has found
that compared to traditional risk assessment methods,
personalized risk assessment can more accurately identify
and predict the degree of individual risk exposure, thereby
taking targeted risk management measures to improve
financial security [2]. In addition, personalized financial
risk management is also of great significance to financial
institutions. In 2018, Brown developed a personalized
credit assessment model that utilizes individual historical
data and behavioral patterns to predict the probability of
credit default and provide more accurate credit risk as-
sessment tools for financial institutions. The research re-
sults indicate that personalized credit assessment can help
financial institutions better assess and manage credit risk,
reduce default risk, and improve loan recovery rates [3].
In summary, the significance of personalized financial risk
management lies in improving the accuracy and adapt-
ability of risk management, helping individuals achieve
better investment results and risk control, and improving
the loan recovery rate and risk management effectiveness
of financial institutions. Relevant academic papers have
proven that personalized financial risk management meets
individual specific needs through customized risk man-
agement strategies, which has important practical signifi-
cance.

3. The Role of Individual Differences in
Financial Risk Management

With the development and transformation of financial
markets, individual differences have begun to attract wide-
spread attention from scholars and financial practitioners.
Individual differences are mainly reflected in differences
in cognition, emotions, attitudes, and other aspects, which
can to some extent affect individuals® decision-making
and perception of risks. Firstly, individual differences
lead to different risk needs and preferences. Research has
shown that factors such as an individual‘s cultural back-
ground, educational level, and personality traits can affect
their level of acceptance and preference for risk [4]. Fi-
nancial institutions can develop corresponding risk man-
agement strategies based on the needs and preferences of
different individuals, provide personalized services, and
increase customer satisfaction and loyalty. Secondly, indi-
vidual differences have also changed traditional methods
and models of risk management. Many risk management
models are based on the assumption that individuals eval-
uate and make decisions about risks the same. However,
in fact, different individuals may have different reactions
to the same risk. Therefore, individual differences need
to be incorporated into risk management models to more
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accurately predict and quantify financial risks [4]. How-
ever, personalized risk management means an increase
in information processing and related costs. The issue of
personalized customer needs caused by individual differ-
ences deserves attention, as it requires financial institu-
tions to provide more complex risk management products
and services, which undoubtedly increases the operating
costs and risk management risks of financial institutions.
Not only that, the impact of individual differences on
financial risk management is also reflected in triggering
moral hazard issues. The existence of differences can lead
to customer evaluation and decision-making errors in risk,
thereby bringing potential moral hazard to financial insti-
tutions. Financial institutions need to prevent and regulate
these risks through appropriate regulatory and risk man-
agement mechanisms.

The impact of individual differences on financial risk
management is mainly reflected in the differences in
risk needs and preferences. Research has shown that in-
dividual differences play an important role in financial
decision-making [4]. Some people tend to take risks and
are more receptive to high-risk investments, while others
tend to be more conservative and prefer low-risk, stable
investments. Individual differences are also influenced
by factors such as culture, education, income level, and
work experience. Individuals from different cultural and
educational backgrounds may have varying assessments
and attitudes towards risk. High income individuals may
be more susceptible to higher risks, while individuals with
rich work experience may be better at dealing with differ-
ent types of financial risks.
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Fig 1. The Effect of Personalized Management.

Compared to popular risk management, personalized risk
management focuses on tailoring risk management strate-
gies based on individual needs and preferences to achieve
the goal of providing personalized services, like what is
mentioned in the following figure. Correspondingly, pop-
ular risk management strategies based on relatively con-
sistent risk management models provide services that are
generally suitable for the public. The former focuses on
strengthening the satisfaction of individual diverse needs,
in order to achieve the goal of providing more effective
risk management services. However, its high information
processing costs and ethical issues cannot be ignored.
Compared to others, the cost of popularizing financial risk
management is lower, but it cannot fully consider individ-
ual independence and may not necessarily meet the needs
of all customers. The effct is shown in Fig. 1. Individual
differences play an important role in financial risk man-
agement. Individual differences can lead to different risk
needs and preferences, affecting the formulation of risk
management strategies. Personalized risk management

and mass risk management have their own advantages and
disadvantages, and need to be balanced in practice. Future
research can further explore how to quantify individual
differences and effectively address the challenges posed
by individual differences.

4. Personalized Financial Risk Assess-
ment Model

With the continuous complexity of financial markets and
the increasing demand for individual investors to bear
risks, personalized risk assessment models are gradually
being widely applied. Traditional risk assessment models
often only consider overall market risk, while ignoring
the risk tolerance and preferences of individual investors.
Therefore, personalized risk assessment models provide
more accurate and personalized risk assessment results
by considering the characteristics and needs of individu-
al investors, which is of great significance for achieving
portfolio optimization and risk management.

The basic principle of a personalized risk assessment
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model is to take into account the characteristic factors of
individual investors and establish a model that can reflect
their risk-taking ability and preferences. Common charac-
teristic factors include the age, gender, occupation, income
level of investors, as well as their risk preferences and
investment goals. By comprehensively analyzing these
characteristic factors, the risk tolerance and preference of
individual investors can be determined, and corresponding
investment strategies can be formulated. In the research
of personalized risk assessment models, there are vari-
ous model methods. Common models include regression
analysis based models, risk measurement based models,
and fuzzy mathematics based models. The former can use
historical data to model individual investors* risk prefer-
ences based on their personalized evaluation models, but
it may overlook the changes in investors® risk tolerance
and risk preferences in different market environments.
The risk measurement model can evaluate the risk-tak-
ing ability of individual investors through quantitative
methods, but it may overlook the preferences and goals of
investors. Fuzzy mathematical models can represent the
risk tolerance and risk preference of individual investors
in approximate numerical form, but they lack optimization
algorithms for fuzzy values.

The personalized risk assessment model has a wide range
of applications in the financial field. It can be used for
asset allocation and portfolio optimization of individ-
ual investors, in order to achieve risk management and
maximize returns for individual investors. In addition,
personalized risk assessment models can also be used
for risk management and customer service of financial
institutions to provide more intelligent and personalized
financial products and services. In terms of empirical re-
search, personalized risk assessment models have been
widely validated and applied. For example, Smith et al.
proposed a personalized investment portfolio model based
on stochastic programming, modeling individual inves-
tors* risk-taking ability and risk preference as random
variables, and using Monte Carlo simulation methods for
optimization calculations. The empirical results indicate
that the model can effectively improve the returns and risk
management capabilities of individual investors [5].

5. Applications of Individual Charac-
teristics in Financial Risk Management

Designers of personalized financial products are an im-
portant measure in financial risk management. By consid-
ering the relevant characteristics of individual customers,
such as income level, consumption habits, risk tolerance,
etc., financial institutions can customize related products
to meet customer needs and reduce risks. For example, for

clients with lower risk tolerance, robust investment prod-
ucts such as bonds can be provided, while for clients with
higher risk preferences, more risky investment products
can be provided [5].

Behavioral finance studies the psychological and be-
havioral characteristics of individuals in financial deci-
sion-making, and applies these characteristics to financial
risk management. By understanding individual psycholog-
ical biases and behavioral patterns, financial institutions
can take corresponding measures to reduce risks. For ex-
ample, by providing personalized investment advice and
providing relevant knowledge education, clients can avoid
investment decisions driven by emotions, thereby reduc-
ing investment risks [6].

Individual characteristics such as age, gender, occupation,
etc. have a significant impact on portfolio allocation. Re-
search has shown that there are significant differences in
investment preferences and risk tolerance among individ-
uals of different age groups and occupational backgrounds
[7]. Therefore, when formulating investment portfolios,
financial institutions need to consider these individual
characteristics in order to achieve risk management effects
that improve the matching degree of investment portfoli-
0s.

Individual credit risk management is an indispensable
part of financial institutions. Gupta and Sharma found
that individual credit history, income stability, debt level,
and other characteristics have a significant impact on the
assessment and management of credit risk. Therefore,
financial institutions need to fully consider individual
characteristics when formulating credit policies and risk
management strategies, in order to accurately evaluate
credit risks and take corresponding measures for man-
agement [8]. In summary, individual characteristics play
an important role in financial risk management. Through
personalized financial product design, the application of
behavioral finance, the impact of individual characteris-
tics on portfolio allocation, and the relationship between
individual characteristics and credit risk management, fi-
nancial institutions can more effectively identify, evaluate,
and manage risks, thereby improving the efficiency and
effectiveness of risk management [9].

Sharma and Sharma conducted a study on the potential
privacy hazards of personalized digital financial images
on social media platforms, demonstrating and highlighting
the importance of using artificial neural networks (ANNs)
to increase privacy awareness. As the difficulty of edit-
ing digital images increases and the number of relevant
targeted and fraudulent advertisements increases, it is im-
perative to strengthen the privacy protection of personal-
ized digital financial images on social media and increase
users’ anti-fraud awareness [10]. They lead to a new view
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that “Cognitive Privacy Technique” is composed of three
parts, namely technical, legal, and behavioral, which is
used to protect personal privacy from invasion. Regarding
this view, they respectively explored its feasibility and
inadequacy, roughly as shown in the following figure. In
terms of feasibility, Ruchira et al mentioned that personal-
ized digital financial images can help people better under-
stand personal financial status [11]. Others summarized
them as improved financial literacy, At the same time, the
personalized financial image mentioned by Shivam et al
can mean that financial information has uniqueness and
accessibility [12], which is summarized as increased en-
gagement. In addition, Cognitive Privacy Technique helps
decision makers to make better decisions by providing
clearer financial reports, and its personalized financial
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image makes it easier for different people to obtain finan-
cial information. When discussing inadequacy, Ruchira et
al. mentioned that sharing personal financial information
on social media platforms would lead to privacy disclo-
sure, thus increasing risk and uncertainty [11], which was
summarized as lack of privacy. Moreovver, personalized
financial images may contain data errors and misinfor-
mation, they may also reflect existing social inequities
and may reinforce harmful stereotypes. Last but not least,
users may have limited control over some information of
personalized financial images. Meanwhile, personalized
finance may over-rely on social platforms to display its
own financial information, which may lead to a series of
related problems (seen from Fig. 2) [10].
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Fig 2. Advantages and limitations [10],
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6. The Practical Significance

The practical significance and future prospects of person-
alized financial risk management lie in its ability to im-
prove the efficiency of financial markets, meet the diverse
needs of individual customers, and provide more effective
risk management tools for financial institutions. Howev-
er, although personalized financial risk management has
achieved certain achievements in theory and practice,
there are still some problems and challenges that need to
be addressed.

6.1 Analysis of Existing Research Shortcom-
ings

Firstly, existing research has shown that personalized fi-
nancial risk management has achieved significant results
in improving risk management efficiency and effective-
ness. For example, Smith and Johnson found that using
individual feature-based risk assessment models can more
accurately identify and quantify customer risk exposure
[5]. This personalized risk assessment model can not only
help financial institutions better understand the risk char-
acteristics of customers, but also guide them in formulat-
ing more personalized risk management strategies.
However, there are still some research deficiencies in
personalized financial risk management. Firstly, existing
research mainly focuses on the impact and mechanism of
individual characteristics on risk management, while there
is relatively little research on how to translate these theo-
ries into practical operational guidance. Therefore, future
research can focus more on practical operational methods
and strategies for personalized financial risk management,
exploring how to combine individual characteristics with
financial product design, risk pricing, and risk manage-
ment strategies.

Secondly, personalized financial risk management also
faces certain challenges in data acquisition and privacy
protection. With the development of information technol-
ogy, financial institutions can access more and more indi-
vidual customer data, but how to fully utilize data while
protecting customer privacy has become an important
issue. Therefore, future research needs to focus on data
privacy protection mechanisms in personalized financial
risk management, and explore how to fully utilize custom-
er data for risk management while ensuring data security.
Finally, personalized financial risk management also
requires continuous innovation and improvement in tech-
nical means and methods. Currently, machine learning
and artificial intelligence technologies have been widely
applied in financial risk management. However, further
research and exploration are needed to combine these
technologies with personalized financial risk management

to improve the accuracy and efficiency of risk manage-
ment. Therefore, future research can focus on how to use
advanced technological means to enhance the level of per-
sonalized financial risk management.

6.2 Analysis of Insufficient Existing Literature

Many literature focuses on the introduction of technology
and methods, but neglects the privacy and security issues
involving a large amount of personal data in personalized
financial risk management. The neglect of these issues
may lead to risks of user data leakage and abuse.

Many personalized financial risk management models use
complex machine learning and deep learning algorithms,
but their interpretability is often insufficient. This makes
it difficult to understand the decision-making process and
results of the model, reducing the trust of users and regu-
latory agencies in the model.

Some personalized financial risk management models may
have sample bias, leading to unfair or biased prediction
results, such as discriminatory results for certain popula-
tions. This may exacerbate financial inequality, but there
is little literature delving into how to address these issues.

Many literature focuses on the introduction of theories and
methods, but lacks in-depth research on the effectiveness
and challenges of personalized financial risk management
in practical applications and scenarios. Lack of in-depth
understanding of practical applications may lead to a gap
between theory and practice, limiting further development
and application in this field.

In summary, personalized financial risk management is of
great significance in improving financial market efficien-
cy, meeting customer needs, and enhancing risk manage-
ment effectiveness. Future research can focus on practical
operational methods, data privacy protection, and techno-
logical innovation to further promote the development of
personalized financial risk management theory and prac-
tice.

7. Conclusion

Significant progress has been made in the field of person-
alized financial risk management, which has important
practical significance and academic value in improving
the efficiency of financial markets, meeting individual cus-
tomer needs, and enhancing risk management tools. First-
ly, existing research has demonstrated the importance of
personalized financial risk management in improving risk
management efficiency and effectiveness. By adopting a
risk assessment model based on individual characteristics,
financial institutions can more accurately identify and
quantify customer risk exposure, thereby providing more
effective reference basis for risk management decisions.
This not only helps financial institutions better understand
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the risk characteristics of customers, but also guides them
to develop more personalized risk management strategies
and improve the overall risk management level. Secondly,
research on personalized financial risk management not
only helps to optimize the operational efficiency of finan-
cial markets, but also meets the increasingly diverse needs
of individual customers. Through personalized risk man-
agement solutions, financial institutions can better provide
tailored financial products and services for different types
of customers, thereby improving customer satisfaction
and loyalty, and promoting the healthy development of
the financial market. Finally, the future development pros-
pects of personalized financial risk management are very
broad. With the continuous development and application
of information technology, personalized financial risk
management will become increasingly common and ma-
ture. Future research can focus on the practical operational
methods of personalized financial risk management, data
privacy protection mechanisms, and innovative applica-
tions of technological means, in order to further promote
the development of theory and practice in this field and
make greater contributions to the stability and health of
financial markets.

However, this literature review also has some limitations.
Firstly, as personalized financial risk management is an
emerging field, related research is still in its early stages,
and there are problems such as insufficient research data
and insufficient in-depth case studies. Secondly, personal-
ized financial risk management involves sensitive issues
such as customer privacy and data security, and requires
more legal and ethical research to guide practice. Finally,
the effectiveness evaluation and cost-benefit analysis of
personalized financial risk management are still relative-
ly weak and need further strengthening. Future research
can be conducted from the following aspects: Firstly, by
delving into cutting-edge technologies such as big data
and artificial intelligence, the accuracy and efficiency of
personalized financial risk management can be improved.
Secondly, interdisciplinary cooperation can be strength-
ened, combining knowledge from fields such as finance,
data science, and psychology to provide more comprehen-
sive solutions for personalized financial risk management.
In addition, more empirical research can be conducted to
verify the effectiveness and feasibility of different person-
alized risk management strategies. Finally, it is necessary
to further improve relevant laws and regulations to ensure
the compliance and sustainable development of personal-
ized financial risk management.

The research significance of this literature review is to
systematically summarize the current situation and chal-
lenges of personalized financial risk management, pro-
viding important references for related research and prac-

tice. Meanwhile, through the analysis of locality and the
exploration of future research directions, this article also
provides inspiration and reference for future researchers.
I hope this literature review can promote further develop-
ment in the field of personalized financial risk manage-
ment and contribute to the sustainable development of the
financial industry
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