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ABSTRACT 
The purpose of this study is to analyze and explain the role of financial literacy on investment 
decisions made by investors. The samples used in this study were 79 respondents using 
non-probability sampling with a snowball approach. Sampling was done online using a 
questionnaire. The analytical technique used in this research is Structural Equation Modeling 
(SEM) and uses the SmartPLS analysis tool. The results showed that financial literacy 
described through financial attitudes, financial knowledge and financial behavior had a 
positive effect on investment decisions. The results show that attitudes, knowledge and 
behavior have an influence on investment decisions by an investor in accordance with the 
theory of planned behavior as empirical evidence and the practical implications that can be 
given from the findings of this study are that this study can be used as a basic model for 
investors in making stock investment decisions. Investors who have a good level of financial 
literacy will be better able to optimize profits and minimize the risks of losses that may occur 
in investing in stocks. 
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Indonesia as a developing country has a consumptive tendency. The consumptive 
culture of the Indonesian people has increased, especially in the last three years, while the 
culture of saving has decreased (OJK, 2017), this of course makes people less focused on 
long-term needs and investment. Investment is a commitment to invest in the form of money 
and other resources at this time with the hope of obtaining profits in the future (Bodie, 2005: 
3). The profits obtained by an investor in investing in shares are in the form of capital gains 
and dividend distribution. 

The development of stock investment in Indonesia can be seen in the Capital Market, 
where investment in Indonesia has increased by 16.2% (Ministry of Finance, 2021). The 
increase in the number of investors occurred by 16.35% from 3,880,753 to 4,515,103 in 2020 
until February 2021 (KSEI, 2021). This increase occurred due to the emergence of fintech 
companies or marketplaces that traded investment products such as mutual funds and 
stocks. There is a change in interest from young people who previously tended to be 
consumptive to want to invest due to the variety of choices for purchasing company shares 
and the high rate of return on shares. Things that need to be considered in making an 
investment are the amount of risk that is borne, generally the higher the return obtained, the 
higher the risk that may occur. To minimize risk, investors must be rational in dealing with the 
stock buying and selling market, besides that, investors must have the right investment 
decisions (Audini et al., 2020). The importance of stock investment decisions for the state 
includes being able to help run the country's economy and attract foreign investors into the 
country, then the large number of investors who invest will certainly reduce unemployment 
because each additional investment has an impact on the quantity of labor, as well as 
increasing the country's per capita income. 

A survey conducted by TICMI (The Indonesia Capital Market Institute) in 2018 showed 
that the highest investment choice for the millennial generation, namely 54.41%, was carried 
out in the capital market and the rest in banking products and the real sector. The most 
investment products chosen by the millennial generation (80.88%) fell to stocks, then 
followed by 16.18% by mutual funds, 1.47% by bonds, and finally 1.47% for other investment 
products. The low awareness of millennials about the importance of investing, only 7.7% of 
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the millennial generation who have savings even only 0.6% who invest means that the 
millennial generation is more likely to choose to save than to invest. The OECD 
(Organization for Economic Co-operation and Development) reports that every month around 
51.1 percent of millennial income is spent on the 4S monthly needs, namely sugar (food and 
beverages), skin (beauty and personal care), sun (travel and recreation) and screen (digital 
screen consumption). The lack of interest of the millennial generation to invest is because 
the younger generation prefers to spend money for pleasure rather than saving or investing 
and low financial literacy (OJK, 2020). 

The Organization for Economic Co-operation and Development or OECD (2013) states 
that there are three components in financial literacy, namely financial knowledge, financial 
behavior, and financial attitudes. Three components of financial literacy are used as an 
assessment dimension to measure the level of financial literacy (Potrich et al., (2015); 
Khairiyati and Krisnawati, (2019). Financial literacy is a basic concept in understanding 
money and its use in everyday life, including how to manage income (Kumari, 2020). 

Having good financial literacy is the most important thing to get a prosperous life 
(Yushita., 2017). The level of public financial literacy, especially in the capital market, is still 
low, where only 5% of the people understand capital market products, this figure is certainly 
very far below the national financial literacy level which is on average 38%, this is reported 
on the official website of the ministry of finance.go.id. The level of financial literacy in 
Indonesia is lagging behind other Southeast Asian countries such as Singapore which has 
90 percent of financial literacy, Malaysia of 80 percent, Thailand of 70 percent while 
Indonesia is still around 20 percent, as reported at the 2016 Indonesia Fintech Festival & 
Conference (IFF) event held at ICE BSD, Tangerang Regency, Banten. This indicates that 
the quality of human resources in Indonesia still needs to be improved. General knowledge 
of personal finance includes an understanding of several matters relating to basic knowledge 
of personal finance. Based on the 2020 Financial Services Authority survey on the level of 
financial literacy, it was found that only about 38.03 percent of the 13,000 respondents in 
Indonesia have a good level of financial knowledge, meaning that very few Indonesians 
understand financial literacy. 

Financial attitude can be interpreted as a state of mind, opinion and judgment about 
finances (Ismawati and Widasari, 2019). An understanding of financial attitudes can help a 
person understand what he believes to be related to money. Robbins and Judge (2015:43) 
state that attitude is an evaluative statement both pleasant and unpleasant towards objects, 
individuals and events. Attitude has 3 main components, namely: cognitive which is an 
opinion or belief of an attitude that determines the level for something or part that is more 
important than attitude; affective (feeling) which is an emotional feeling that is in a person, 
feeling is a statement of the attitude taken and determines the behavior that will be carried 
out by each person; behavior or action that is a reflection of how someone behaves in a 
certain way towards something or someone. 

Behavioral finance theory (behavioral finance theory) is an application of psychology in 
the discipline of finance, explaining how a person makes investments or financial-related 
activities that are influenced by psychological factors. The existence of these psychological 
factors affects investment and the results to be achieved, therefore if conducting an analysis 
in investing, psychology and financial science are needed. Widasari and Ismawati (2019) 
have conducted research and found that financial attitudes have a significant effect on 
investment decisions, Astiti et al., (2019) also found that financial attitudes have a significant 
effect on investment decisions, these findings are also supported by Atmaningrum et al., ( 
2021) who found that financial attitudes influence investment decisions. 

Having financial knowledge can enable someone to use their money wisely. Investors 
with good knowledge and abilities will easily predict the profits to be obtained (Riawan et al., 
2019). Viantara et al., (2019) found that general knowledge of personal finance has no effect 
on investment decisions, this finding is supported by research conducted by Popat and 
Pandra (2020) that financial knowledge has no effect on financial decisions. Kumari (2020) 
also found that financial knowledge has no effect on financial decisions. Firda and Ismawati 
(2019) found that financial knowledge has a significant positive effect on investment 
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decisions. Atmaningrum et al., (2021) also found that financial knowledge has an effect on 
investment decisions, this finding is also supported by Astiti et al., (2019) that financial 
knowledge affects investment decision making. 

Financial behavior is closely related to one's financial responsibilities related to how to 
manage finances. A person's financial behavior can be seen from how well he manages 
cash, debt, savings, and other expenses (Hasibuan et al., 2018). Financial behavior involves 
the nature, emotions, preferences and various other things that exist in humans as social 
beings who interact and underlie decisions in action (Istikomah and Bebasari, 2020). 
Atmaningrum et al., (2021) conducted a study and found that there is no influence between 
financial behavior on investment decisions while research conducted by Astiti et al., (2019) 
found that financial behavior affects investment decision making, the findings are supported 
by research that conducted by Alaaraj and Bakri (2020) that financial behavior affects 
investment decisions. 

Researchers need to review how financial literacy affects investment decisions. This 
research is important and still very relevant to do because there is still a research gap from 
previous research, the phenomenon of the low awareness of millennials about the 
importance of investing and the level of financial literacy in Indonesia which is lagging behind 
other Southeast Asian countries, so researchers need to review it again to clarify further 
findings and strengthen the findings of previous studies. 

Based on several studies and theories, a hypothesis can be formulated in this study, 
namely H1: Financial attitudes have a positive effect on stock investment decisions, H2: 
Financial knowledge has a positive effect on stock investment decisions, H3: Financial 
behavior has a positive effect on stock investment decisions. 
 

METHODS OF RESEARCH 
 

This research is causal associative research. The data collection technique used in this 
study was a survey method with a questionnaire as a tool. The data from this research will be 
analyzed and processed using the Smart-PLS analysis tool. The research location is a place 
or area where the research will be carried out. The location of this research is in Indonesia. 
The subjects in this study are individuals who have or are currently investing in shares on the 
Indonesia Stock Exchange. The object studied in this study is investment decisions. Due to 
the limited distance and conditions that occur today, the researchers decided to use the help 
of the Google form application. The time of this research is from September 2021 – May 
2022. 

The population in this study is the millennial generation who have or are currently 
investing in shares on the Indonesia Stock Exchange and the total population cannot be 
counted (infinite population). The population in this study is the millennial generation who 
were born in 1981 – 1997 or aged 24-40 years, have a minimum education of SMA/SMK, 
have worked and have or are currently investing in shares on the Indonesia Stock Exchange. 
individual. 

Referring to the theory of determining the sample by Sekaran and Bougie (2016:236), 
the minimum number of samples in this study is 4x10 = 40 samples. The general reference 
for determining the appropriate sample size in research is generally more than 30 and less 
than 500 (Sekaran and Bougie, 2016: 236). Based on the considerations above and the 
distribution of the questionnaire for 1 week, the researchers obtained a total of 88 
observations, but only 79 samples met the requirements, which already met the minimum 
requirements. The sampling technique used was non-probability sampling with a snowball 
approach. 
 

RESULTS AND DISCUSSION 
 

Based on the results of the validity tests carried out, it is known that the validity tests 
that have been carried out using the questionnaire in this study are valid. The value of the 
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Pearson product moment correlation coefficient has exceeded 0.3, then the statement item is 
valid. 
 

Table 1 – Reliability Test 
 

Variable Dimension Cronbach Alpha Information 

Investation decision  0,935 Reliable 
Financial Literacy Financial Attitude 0,966 Reliable 
 Financial Knowledge 0,917 Reliable 
 Financial Behavior 0,973 Reliable 
 

Source: Primary Data, Processed Data, 2021. 

 
The test results in Table 1 show that all studies have a Cronbach alpha correlation 

coefficient greater than 0.60 so that all variables are said to be reliable, then the instrument 
can be continued. 

Judging from the value of the outer loading indicator, each variable is above the 
number 0.5, which means this value is feasible to be used as a measurement in this study. 
The largest number, which is 0.929, is on the active savings indicator, for the lowest value on 
the value of the outer loading indicator, which is the inflation knowledge indicator, which is 
0.570, but it is still said to be feasible because it is already above 0.5. The following is a 
diagram of the outer loading value of each indicator: 
 

 
 

Figure 2 – Outer Loading value chart. Source: Processed Data, 2021 (Smart-PLS) 

 
Table 2 – Discriminant Validity 

 

 Financial Attitude (X1) Financial Knowledge (X2) Financial Behavior (X3) Investation decision (Y) 

Financial Attitude (X1) 0.892    
Financial Knowledge (X2) 0.690 0.696   
Financial Behavior (X3) 0.651 0.642 0.892  
Investment Decision (Y) 0.823 0.784 0.789 0.883 
 

Source: Processed Data, 2021. 

 
Another method that can be used to see discriminant validity is to look at the value of 

the square root of average variance extracted (AVE). The recommended value is above 0.5 
(Vinzi et al, 2010). The output results of SmartPLS 3.2.6 in the value of the square root of 
average variance extracted (AVE) are as follows: 
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Table 3 – Average Variance Extracted Research Variables 
 

Variables Average Variance Extracted (AVE) 

Investment Decision (Y) 0.78 
Financial Attitude 0.796 
Financial Knowledge 0.709 
Financial Behaviour 0.795 
 

Source: Processed Data, 2021. 

 
In Table 3. it can be seen that each investment decision variable, financial attitude, 

financial knowledge and financial behavior has an Average Variance Extracted (AVE) value 
of more than 0.5. Based on the test results, all variables have met the discriminant validity 
requirements, so it can be concluded that all indicators are valid and feasible indicators to be 
able to measure their respective variables. 

Based on the composite reliability and Cronbach's alpha values presented in Table 4., 
each variable obtained measurement results with values above 0.70. Thus, the 
measurement model in this study has good reliability on each of the variables. 
 

Table 4 – Composite Reliability Coefficient and Cronbach's Alpha 
 

Variables Cronbach's Alpha Composite Reliability Information 

Financial Attitude (X1) 0.971 0.975 Reliable 
Financial Knowledge (X2) 0.880 0.903 Reliable 
Financial Behavior (X3) 0.974 0.977 Reliable 
Investment Decision (Y) 0.929 0.946 Reliable 
 

Source: Primary Data, Processed Data, 2021. 

 
Table 5 – Value of R-Square (R

2
) Dependent Variable 

 

Variables R-Square Criteria 

Investment Decision (Y) 0,827 Strong 
Financial Attitude (X1) - - 
Financial Knowledge(X2) - - 
Financial Behavior (X3) - - 
 

Source: Primary Data, Processed Data, 2021. 

 
The R-Square (R2) value of all variables is more than 0.50 so that it is included in the 

strong criteria, it can be said that the model formed is considered strong enough. Calculation 
of Q-Square (Predictive Relevance) produces a value of 82.7% which means that the model 
has a very good value. This means that 82.7% of the relationship between variables can be 
explained by the model while the remaining 17.3% is explained by other variables outside the 
model. Based on the results of the above calculations, it can be continued with the analysis 
of hypothesis testing. 
 

Table 6 – Path Coefficients 
 

 
Coefficient Sample Mean (M) Standard Deviation (STDEV) T Statistics (|O/STDEV|) P Values 

X.1 – Y 0.401 0.404 0.177 2.273 0.023 
X.2 – Y 0.286 0.268 0.114 2.516 0.012 
X.3 – Y 0.344 0.350 0.173 1.985 0.048 
 

Source: Primary Data, Processed Data, 2021. 
Note: Y = Investment Decision; X.1 = Financial Attitude; X.2 = Financial Knowledge; X.3 = Financial Behavior. 

 
Table 6 shows that the effect of financial attitudes (X.1) on investment decisions (Y) 

has a p-value of 0.023. Because the p-value is less than 0.05, H1 is accepted so that it can 
be concluded that financial attitudes (X.1) have a significant effect on investment decisions 
(Y). The effect of financial knowledge (X.2) on investment decisions (Y) has a p-value of 
0.012. Because the p-value is less than 0.05, H2 is accepted, so it can be concluded that 
financial knowledge (X.2) has a significant effect on investment decisions (Y). The influence 
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of financial behavior (X.3) on investment decisions (Y) has a p-value of 0.048. Because the 
p-value is less than 0.05, H3 is accepted, so it can be concluded that financial behavior (X.3) 
has a significant effect on investment decisions (Y). 

This study found that financial attitudes have a positive and significant effect on 
investment decisions, so that hypothesis one can be accepted. Based on this, it shows that 
the level of investor's financial attitude greatly influences the investment decision of a stock 
investor. The results of this study are in accordance with the Theory of Reasoned Action 
(TRA) which states that the decision to perform certain behaviors is the result of a rational 
process. Investors will take an action if they view the action as positive so that the investor's 
attitude will be influenced by the belief in the opinions of others and the motivation to obey 
that opinion. The better the application of financial principles in managing one's finances, the 
better the level of planning and decision making in investing (Humaira and Sagoro, 2018). 
This study supports the results of previous studies and is in line with the results of research 
conducted by Atmaningrum et al., (2021) found that there is an influence of financial attitudes 
on investment decisions, these findings are also supported by research conducted by 
Ismawati and Widasari et al., (2019 ); Kristanto and Hendry (2020); Astiti et al., (2019) found 
that financial attitudes have a significant positive effect on investment decisions. 

This study found that financial knowledge has a positive and significant effect on 
investment decisions, so that the second hypothesis can be accepted. Investing in stocks 
has the characteristics of returns and risks that are difficult to predict so that the financial 
knowledge possessed by investors will influence the investment decisions of a stock 
investor. The wider financial knowledge owned by investors can help investors to identify 
factors that influence investment decision making such as fundamental analysis, technical 
analysis, macroeconomic issues and conditions, this is in accordance with the theory of 
planned behavior which states that knowledge is one of the background factors ( information) 
that is knowledge that can influence a person's behavior or actions. This study supports the 
results of previous studies and is in line with the results of research conducted by 
Atmaningrum et al., (2021) found that there is an influence of financial knowledge on 
investment decisions, these findings are also supported by research conducted by Ismawati 
and Widasari et al., (2019 ) who found that financial knowledge had a significant positive 
effect on investment decisions, as well as research conducted by Fitra et al., (2018); Pertiwi, 
et al. (2020) who found that financial knowledge had a significant effect on investment 
decisions. 

This study found that financial behavior has a positive and significant effect on 
investment decisions, so that the third hypothesis can be accepted. Financial behavior is 
related to a person's ability to be responsible for financial management, behavioral finance 
theory explains how a person invests or activities related to finance are influenced by 
psychological factors. These factors affect the investment and the results to be achieved, so 
that good financial behavior can be reflected in financial planning and management as well 
as making the right investment decisions. A person who tends to have responsible financial 
behavior will use his money better in investing so as to produce the right investment 
decisions. This research supports the results of previous studies and is in line with the results 
of research conducted by Astiti et al., (2019) found that financial behavior affects investment 
decision making, these findings are supported by research conducted by Bebasari and 
Istikomah (2020) which also found that financial behavior finance has a positive and 
significant effect on investment decisions. 
 

CONCLUSION 
 

Based on the results of the analysis conducted, it can be concluded that financial 
attitudes have a positive effect on investment decisions. Investors will take an action if they 
view the action as positive, the attitude of investors will also be influenced by the belief in the 
opinions of others and the motivation to obey that opinion. Financial knowledge has a 
positive effect on investment decisions. Investing in stocks has the characteristics of returns 
and risks that are difficult to predict, so investors need well enough knowledge to make a 
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correct stock investment decisions. Financial behavior has a positive effect on investment 
decisions, so it can be concluded that investors who tend to have responsible financial 
behavior will use their money better in investing so as to produce the right investment 
decisions. 

Based on the results of the discussion and conclusions, the suggestions that can be 
given are as follows for investors who want to have investments so that they should have 
sufficient knowledge and have good financial literacy to be able to choose and make various 
investment decisions by taking into account the level of risk, concepts, knowledge and 
understanding financial targets and future financial targets that will enable investors to 
prevent or avoid possible risks of loss in investing in stocks so that the profits obtained will be 
more optimal. For further researchers who wish to conduct similar research, they are 
expected to be able to add other variables such as income, demographics and others. 
Further research is to add other factors commonly used by investors to analyze an 
investment decision in stocks. These factors include fundamental analysis, technical 
analysis, issues, macroeconomic conditions and others so that research will be more 
interesting and is expected to be able to examine investors in other investment instruments 
such as mutual fund investments, gold, bonds and others. 
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