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ABSTRACT

Various factors that indicate the increase in the rate of investment scam cases are allegedly due to people who
are lack education about finance and investment. The purpose of this research was to determine the influence of
Financial Literacy and Financial Behavior as independent variables on Investment Decisions as a dependent
variable with Financial Behavior as well as a mediating variable. This study uses a survey method with data
collection techniques through the distribution of online questionnaires with Likert scale measurements. The
purposive sampling technique was used to determine the sample size using the Hair formula and data analysis
using Partial Least Square (PLS) with SmartPLS software. The sample of this research is young investors in the
age range of 18 to 40 years old who are domiciled in Badung District, Bali as many as 156 respondents. Based
on data analysis, it is concluded that Financial Literacy and Financial Behavior have a significant influence on
Investment Decisions. Financial Behavior does not provide a mediating role as the relationship between Financial
Literacy and Investment Decisions. The result of this research explains that the higher the level of Financial
Literacy and the level of Financial Behavior of an investor, the more helpful investors are in making investment
decisions.

Keyword: financial literacy; financial behavior; investment decision; young investors

Pengaruh Literasi Keuangan dan Perilaku Keuangan Terhadap Keputusan Berinvestasi
Pada Investor Muda Di Kabupaten Badung, Bali

ABSTRAK

Berbagai faktor yang menyebabkan meningkatnya tingkat kasus investasi fiktif disinyalir karena masyarakat yang
kurang memiliki edukasi mengenai keuangan dan investasi. Tujuan dari penelitian adalah untuk mengetahui
pengaruh Financial Literacy dan Financial Behavior selaku variabel independen terhadap Investment Decision
selaku variabel dependen dengan Financial Behavior sekaligus sebagai variabel mediasi. Penelitian ini
menggunakan metode survei dengan teknik pengumpulan data melalui pembagian kuesioner secara daring
dengan pengukuran skala likert. Teknik Purposive Sampling digunakan dengan penentuan ukuran sampel
menggunakan rumus Hair dan analisis data menggunakan Partial Least Square (PLS) dengan software
SmartPLS. Sampel penelitian ini yaitu investor muda dalam rentang umur 18 sampai 40 tahun yang berdomisili
di Kabupaten Badung, Bali sebanyak 156 responden. Berdasarkan analisis data, disimpulkan bahwa Financial
Literacy dan Financial Behavior, berpengaruh signifikan terhadap Investment Decision. Financial Behavior tidak
memberikan peran mediasi sebagai hubungan antara Financial Literacy terhadap Investment Decision. Hasil
riset ini menjelaskan bahwa memang semakin tingginya tingkat Financial Literacy dan tingkat Financial
Behavior seorang investor akan semakin membantu investor dalam membuat keputusan berinvestasi atau
Investment Decision.

Kata kunci: financial literacy; financial behavior; investment decision; investor muda
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INTRODUCTION

Every year, the reporting of investment scam cases increases. According to OJK
(Financial Services Authority), in a span of 10 years from 2008-2018, recorded losses from
investment scams reached Rp. 117.4 trillion (Hakim, 2022). According to Bappebti
(Commaodities and Futures Trading Regulatory Agency), investment scams that are currently
rife in Indonesia are forex trading with automatic robots, binary options, and illegal
cryptocurrencies. Many people lose money from fictitious investments because of attractive
offers such as high profits with minimum capital (Tennant, 2011).

One of the factors that have fueled the increase in investments scam is the low
understanding of investment risk because people are still easily lulled by high-profit returns
and override investment risks (Chariri et al., 2018). Whereas currently, according to KSEI and
BEI (Indonesian Stock Exchange), there is an increase in Single Investor Identification (SID)
transactions of 92.7%, from 3.88 million investors in 2020 to 7.48 million investors in 2021,
with the majority of 88% investors coming from groups in the economic range age under 40
years. This creates great concern because according to OJK (Financial Services Authority)
Indonesia’s level of financial literacy is still low. Moreover, the younger generation tends to
have low financial literacy and investment awareness so they are easily fooled by investment
scams (Padil et al., 2020).

This triggers concern from the Bank of Indonesia, especially because the transaction
rate from the younger generation is getting higher but not yet supported by the level of financial
literacy. Minimizing and being aware of the level of losses in investing is needed by the
younger generation by increasing financial literacy (Mohd Padil et al., 2022). But before an
action occurs, it is influenced by behavioral factors that have an important role in making
investment decisions (Manurung, 2012). Therefore, this urgent situation needs further analysis
of how financial literacy and financial behavior of younger investors could influence their
investment decisions.

Goal setting theory of motivations explains that motivation with clear goal settings will
increase performance. The clearer the goals and targets that an individual has will affect how
much the individual can solve a problem or job. With a clear goal coupled with a sense of
challenge, the outcome of a job tends to be better (Edwin A. Locke, 1968). With clear goals
and motivations, it will be easier for an investor to achieve their financial targets. Therefore,
motivation is closely related to financial literacy and financial behavior (Klein & Mandell,
2007). This is supported by research which states that motivation can trigger investors to invest
because motivation is something that can encourage a person's behavior (Darmawan et al.,
2019).

Financial Literacy is a combination of skills, awareness, knowledge, attitudes, and
behaviors needed for an individual to make financial decisions in order to achieve financial
goals (Organisation for Economic and Cooperation and Development, 2011). Financial literacy
is very useful to avoid someone from financial problems such as loans, investments, savings,
pension funds, etc., as well as fixing financial problems. This is done by understanding
financial instruments, risks, and financial returns (Gupta, 2021).

Although the younger generation is currently investing heavily, there are still many who
don't fully understand the products they choose. Financial literacy is needed to be able to
determine the appropriate financial product. Financial literacy can also help a person to avoid
or face difficult financial situations (Lusardi, 2019). Prior studies found that financial literacy
has a significant effect on investment decisions (Hasanuh, 2020). Based on this description,
this study formulates the H1 hypothesis.
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H1: There is a significant positive association between Financial literacy and investment
decision

The behavior or actions of an individual in making a financial decision is described as
financial behavior. In practice in everyday life, individuals are always faced with situations to
make financial decisions such as how much to save and spend (Sorongan, 2022). Financial
attitude shapes financial behavior, so individuals are said to not have good financial behavior
if they have not been able to solve their personal financial problems (Marsh, 2006). In contrast,
if individuals can make the right financial decisions, these individuals have a tendency to avoid
financial problems because they already understand their personal financial needs and goals
(Chinen & Endo, 2012). Sugiyanto et al., (2019) also explains that the higher a person’s
financial literacy, the higher the impact of their financial behavior.

Previous research found that Financial Behavior has a positive and significant effect on
investment decisions (Mutiara & Agustian, 2020; Upadana & Herawati, 2020). Financial
behavior was also found to fully mediate the relationship between financial literacy and
investment decisions (Perwito et al., 2020). Based on this description, this study formulates
hypotheses H2 and H3.

H2: There is a significant positive association between Financial behavior and investment
decisions

H3: There is a mediating role of financial behavior to increase the influence of Financial
Literacy on Investment Decisions

Investment is explained as an individual's commitment to use money or other resources
and is expected to bring results or returns in the future (Ayu Wulandari & Iramani, 2014; Bodie
et al., 2013). In investing, individual must choose an investment product that suits their needs
with the expected return in a well-calculated time period and risks (Nur Aini & Lutfi, 2019).
Two aspects are used to explain investment decisions, namely based on investor psychology
and the decision to multiply wealth (Mahastanti, 2011).

METHOD

This research uses a survey method by distributing online questionnaires with
population of young investors in the age range of 18-40 years located in the district with the
highest minimum wage in Bali, namely Badung. The selection of the age range was chosen
because the phenomenon in this study found that the increase in transactions came from the
majority of investors with an age range of 18-40 years. The sampling technique used is
purposive sampling with the determination of the sample size using the Hair formula, because
the population size could not be known with certainty. The number of samples is determined
by the number of indicators multiplied by 5 to 10. Thus, 14 indicators x 10 = 140 samples (Hair
et al., 2017). Although the target was only 140 respondents, in its distribution, this research
managed to get 156 respondents. The questionnaire was distributed online with a Likert scale
of 1-5, from the lowest point is strongly disagree to highest point is strongly agree. Operational
definition and measurements of each variables are as follows: Financial Literacy is defined as
financial knowledge for individuals on managing their own spending to achieve their financial
goals (Lusardi & Mitchell, 2014) and it is measured by five basic concepts such as: knowledge
of financial concepts, the ability to communicate financial concepts, skills to manage personal
finances, skills to make the right financial decisions, and confidence in planning effective
financial needs in the future (Remund, 2010). Financial Behavior is defined as behavior in
managing income in accordance with goals and financial realization (Potrich et al., 2016), with
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five measurements such as: paying bills on time, habits of making financial records, controlled
finances, saving habits, availability of emergency funds (Potrich et al., 2015). Investment
Decisions is the activity of individuals gaining profits or income from doing business or
investing to financial products (Ayu Wulandari & Iramani, 2014), with four measurements,
namely ability to measure security in investing, risk factors and changes in investment value,
cash and definite income, value increases (Rasuma Putri & Rahyuda, 2017).

Data analysis used was Structural Equation Modeling (SEM) based on Partial Least
Square (SEM-PLYS) variant using SmartPLS software. The analysis data consist of outer and
inner model. Outer model is the first stage of data analysis which consist of convergent validity,
discriminant, and reliability. Convergent validity is used to show the correlations between
dependents and independents variables and only considered valid if the value is more than 0,7
(Abdillah et al., 2015). Discriminant test is used to determine whether a reflective indicator
counts as a good measure for its construct, and only accepted if the value of the variable has
greater value than its correlation to other variables. Reliability test in this research is using
Cronbach’s Alpha and Composite Reliability and only accepted if the value is greather than
0.7. Inner model test consist of R Square and Q Square (Abdillah et al., 2015).

Jinamcial literacy
(X1}

fnvestment decision
(Y2)

[financial behavior
(Y1)

Figure 1. Research Design

RESULTS AND DISCUSSION

Table 1 shows that respondents who participated in filling out the questionnaire were
citizens in Badung, Bali who are in age range from 18 until 40 years old. This research targeting
140 respondents, but in the distributions, it managed to get 156 respondents. Based on the
questionnaire results, the majority of respondents are students (44.23%), the total monthly
income of the majority of respondents is Rp. 3,000,000 (46.79%), and from the amount of
investment, the majority of respondents investing per month is Rp. 500,000 (40.38%). The
option for investment products used, respondents can choose more than one product. The
investment product that the majority of respondents use is mutual funds (40.5%).

In Figure 2, it shows that the results were obtained using SmartPLS software and PLS
method.

In Table 2 shows that all indicators are valid because all of the value is more than 0.7.
Besides that, for discriminant test, it was found that the value of the cross loading for each
variable has greater value than its correlation to other variables, so this shows that the
discriminant test is accepted. Based on table 3, it can be explained that all variables in this
research has met the criteria of the test, because both the value of the Cronbach’s Alpha and
the Composite Reliability has greater value than 0.7.
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Table 1. Respondent’s Demographics Profile

Variable Category Count Percentage
Job Students 69 44.23%
State Officials 7 4.49%
Private Employee 58 37.18%
Entrepreneurs 22 14.10%
Income per Month <Rp. 3.000.000 73 46.79%
Rp. 3.000.000 — 43 27.56%
Rp. 6.000.000
> Rp. 6.000.000 40 25.64%
Amount Invested < Rp. 500.000 63 40.38%
per Month Rp. 500.000 — 53 33.97%
Rp. 1.500.000
Rp. 1.500.000 — 20 12.82%
Rp. 3.000.000
> Rp. 3.000.000 20 12.82%
Investment Products Precious Metals 27.8%
Used Certificate of
Deposits 32.9%
Stocks 39.2%
Mutual Funds 40.5%
Others (Crypto, P2P 44.3%

Lending, etc)
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Figure 2. Partial Least Square Model

Inner model test as shows on table 3, shows that R Square value of the financial behavior
(Y1) variable is 0.396 and R Square value of investment decisions (Y2) is 0.499. This shows
that the financial behavior (Y1) can explain the financial literacy (X1) of 39,6%, and other
variables outside the study explains the remaining 60.4%. In addition, the investment decision
(Y2) model can explain the financial literacy (X1) of 49,9%, and the remaining 50.1% is
explained by other variables outside the study. For Q Square, financial behavior explains
financial literacy of 0.226. Investment decision explains financial behavior and financial
literacy in total of 0.348, then investment decision explains the remaining of financial literacy
of 0.122.
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Table 2. Factor Loading

Latent Construction Variables Factor Loading
Understanding
financial concepts 0.837
knowledge
Understanding in
interest and credits 0.734
Understanding in
savings and 0.713
investment
Ability to
. S communicate 0.770
Financial Literacy (X1) financial concepts
Aptitude in
managing personal 0.795
finance
Making appropriate
financial decision 0.787
Confidence in
planning future
financial needs 0.839
effectively
Saving habits and 0.754
routine '
Making financial
0.792
Financial Behavior (Y1) ggr?‘trr(jcflled
budgeting 0.829
Emergency funds
availability 0.754
_Choosmg the right 0.847
investment products
Calculating risk and 0.862

return in investment
Predicting the
component of risk 0.863
factors in investment
Investment Decision Measuring the rate
(Y2) of change in the

: 0.889
value of investment
in the future
Predlt_:tlng income 0.872
from investing
Analyzing the level
of investment 0.806

liquidity

Table 3. Validity and Reliability Model

Latent Cronbach’s Average Composite R Square  Q Square
Construct alpha Variance Reliability
Extracted
X1 0.790 0.613 0.863
Y1 0.894 0.614 0.917 0.396 0.226
Y2 0.928 0.735 0.943 0.499 0.348

Table 4 shows that from the total of 156 respondents with a significance level of 5%,
making a t-table of 1.65468, the results indicate that the first hypothesis is accepted. This fact
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is based on the Financial Literacy test on Investment Decision, the t-statistics value is 6.73 > t-
table 1.65468 and the P-Values value is 0.000 < 0.05. The second hypothesis is also accepted
based on the facts of Financial Behavior on Investment Decision, the t-statistics value is 2,005
> t-table 1,65468 and the P-Values value is 0.045 < 0.05.

Table 4. Hypothesis Test Results
Hypothesis P-Value T-Statistic Information
H1 Financial Behavior - 2.005 Accepted
> |nvestment
Decision
H2 Financial Literacy - 11.804 Accepted
> Financial
Behavior
H3 Financial Literacy - 6.73 Accepted
> [nvestment
Decision

Table 5. Indirect Level
Original Sample Standard T Statistics P Values
Sample  Mean (M) Deviation (JO/STDEV])
(0) (STDEV)

Financial Behavior ->

Investment Decision

Financial Literacy ->

Financial Behavior

Financial Literacy -> 0.106 0.115 0.055 1.939 0.053
Investment Decision

Table 5 shows that, as for the third hypothesis, Financial Behavior cannot mediate
Financial Literacy on Investment Decision by using a significance level of 5% because the
indirect level value is 0.053 > 0.05.

The result of the first and second hypothesis is accepted. Align with the previous
research which stated that there is significant influence between financial literacy on
investment decision (D.A.T, 2020; Darmawan et al., 2019; Mutiara & Agustian, 2020), and
there is significant influence between financial behavior on investment decision (DM, 2021;
Normalasari et al., 2022; Rasuma Putri & Rahyuda, 2017; Raut, 2020).

In goal setting theory of motivation it is described that motivation might influence
individuals to improve their Financial Literacy if the individual is going to make investment
decisions. Because motivation encourages someone to achieve a goal, and if that goal is an
investment decision, the individual will be motivated to increase knowledge of financial
products and control their confidence (Ghasarma et al., 2017). This research is in line with
Fitriah (2021) opinion where financial literacy is very important to improve people's welfare
by managing personal finances. There are even studies that find that financial literacy can help
increase investment returns (DM, 2021).

Goal Setting Theory of Motivation also states that motivation will help investors in
determining which behavior needed to manage and control their own money for investment
because they have various reasons to invest, adjusted to their needs (Ghasarma et al., 2017).
Good financial behavior is very necessary because it can help minimize losses and even help
investors be alert and careful in making investment decisions (DM, 2021), in order to avoid
fictitious investment products (Mohd Padil et al., 2022).

However, for the third hypothesis, Financial Behavior cannot mediate the effect of
Financial Literacy on Investment Decision. It explains that, Financial Behavior can weaken the
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influence of Financial Literacy on Investment Decision, because before making investment
decisions, investor behavior in controlling finances will prevent investors from investing
because they have to adjust to their financial situation first.

This can be triggered by the characteristics of respondents who are millennials and
generation Z where this generation tends to invest without setting the priority scale for primary
needs. Then seen from the demographic data of respondents, respondents tend to choose low
risk investment. This explains that although respondents have good financial behavior by being
able to manage budgets and control finances, it does not guarantee young investors to dare to
take risks to invest or continue to invest with low risk investment products.

CONCLUSION

Financial literacy influences investment decisions and financial behavior also
influences investment decisions. This indicates that the better the financial literacy of an
investor and the better the investor’s behavior in managing their finances, the more helpful it
IS in making investment decisions and more alert to fictitious investment products. However,
the mediating role of financial behavior to increase the influence of financial literacy on
investment decisions is not significance.

Individuals with a good understanding of financial concepts, can communicate
financial concepts, are confident in making decisions and can manage finances will be able to
make good investment decisions. Moreover, if the individual also understands about setting
priorities and budgeting needs, it will also help investors in making investment decisions. It
would be better for individuals to continue to be willing to learn and enter into a community or
environment that can lead to making better priorities.

The distribution of questionnaires is pretty obstructed because of the limited time to
find respondents who have investment experience, although in the end it exceeded the
respondent's target. Through this research, it is hoped that investors can improve their financial
literacy and financial behavior skill before making investment decisions in order to avoid scam
investments. For further research is suggested to use another demographic background and
variables to examine the background difference such as, education level, risk perception, locus
of control, financial knowledge etc.
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