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ABSTRACT 

This research aims to investigate the determinants influencing 

investment decisions among Generation Z in Banyumas Regency, 

Indonesia. This research focuses on the population of Generation Z 

individuals aged 18-27 years, with a sample size of 120 respondents 

selected through purposive sampling using the 10-times rule method. 

Data collection was conducted using a structured questionnaire based 

on a Likert scale to assess various factors, including financial literacy, 

financial behaviour, financial experience, and risk tolerance. The 

analysis employed Partial Least Squares Structural Equation 

Modeling (PLS-SEM) using Smart PLS software, which facilitated 

the evaluation of both the outer and inner models to test validity, 

reliability, and hypothesis testing. The results show that financial 

literacy, financial behaviour and risk tolerance positively and 

significantly influence investment decisions among Generation Z 

respondents. These findings suggest that increasing financial literacy, 

improving financial behaviour and having good risk tolerance can 

lead to more informed investment decisions among this demographic. 

Meanwhile, financial experience does not affect investment 

decisions, indicating that Generation Z investors do not consider their 

financial experience in their investment decisions. The implications 

of this research highlight the importance of targeted financial 

education programs aimed at Generation Z to improve their 

investment decision-making capabilities. By fostering a better 

understanding of financial concepts and encouraging responsible 

financial behaviours, stakeholders can contribute to the development 

of a more financially literate and proactive generation of investors. 
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Introduction 

Investment activity in Indonesia is increasing yearly, as shown by the rising number of investors in 

Indonesia in 2023. Capital market investors consisting of stock, bond, and mutual fund investors increased 

from 1.85 million to 12.16 million investors Exchange (2023). It was recorded that in January 2024 the 

percentage of investors under the age of 30 was 56.9%, where in this age range Generation Z dominated it 

(KSEI : 2024). This research will be conducted in Banyumas Regency. Banyumas Regency is part of the 

Province of Central Java, Indonesia. Based on data recorded at the Central Statistics Agency of Banyumas 

Regency, the number of people with the age group of 15-19 in 2023 is 136,516 people, 20-24 years old is 

137,458 and 25-29 years old is 135,490 (BPS Banyumas, 2024), where the majority of these ages are 

Generation Z, Generation Z is a generation born in 1997-2012 and between 12-27 years old in 2024. Based 

on the statement of the Head of OJK Purwokerto, Generation Z makes up the majority of capital market 

investors in Greater Banyumas. OJK Purwokerto also noted an increase of 10.07% in the investor’s number 

in the former Banyumas Residency area, namely from 182,507 investors to 219,144 investors where the 

number of single investor identification or SID based on age, for the age of 41 years and above is only 13 

percent of the total investors.  Followed by 23 percent between the ages of 31 to 40 years, 26 percent of the 

26 to 30 years old and 39 percent of the 18-25 years old, Purwanto (2024).  

Based on the statement from the Head of OJK Purwokerto, researchers are interested in what affects 

investment decisions in Banyumas Regency, especially Generation Z, according to the Head of OJK 

Purwokerto, the largest number of investors is Generation Z. With the era where it is now all digital, 

Generation Z who are still relatively young has become very easy to access information related to investment 

so that currently there are a lot of Generation Z who have made investments. However, on the other hand, 

based on the Financial Services Authority (OJK) and BPS, it was revealed that the financial literacy and 

financial inclusion indices are the lowest nationally, Antonius (2024) This shows that even though 

Generation Z has a high level of investment, their Financial Literacy is still low.  

Each investor has different objectives when it comes to making investment decisions but shares the 

same goals to get the expected profits (Ovami et al., 2023). However, the current conditions show that the 

investment world tends to experience uncertainty (Gio et al., 2018). If want to get the expected profits, 

investors must be right in making investment decisions. This gives rise to a theory about investment 

decisions to minimize mistakes that may occur when making investments (Shara et al., 2019). 

Investors face various factors that influence whether the investment decisions taken are right or not, 

with financial literacy being one of them (Mary et al., 2019). Financial literacy is knowledge and expertise 

when applying insights into a concept and risk, as well as the capability to make the right financial decisions, 

both for individuals and socially, and to be able to participate in the community (Rizkyatul Nadhifah & 

Muhadjir Anwar, 2021). Research by Sunandes, (2023) found that Generation Z who grow and develop in 

an environment close to information and the rapid development of technology make Generation Z build 

their financial literacy in determining their investment decisions. Studies by Hikmah et al. (2020) and 

Upadana & Herawati (2020) explaining the significant and positive effects of Financial Literacy on the 

decisions to invest, contradict the research of Mutawally & Haryono (2019) and Yundari & Artati (2021) 

which revealed that financial literacy shows to have no influence that is significant on investment decisions.

Financial behaviour is the second factor. According to Yundari & Artati (2021) Financial behaviour 

is defined as a state of mind, view, and assessment of finance that will affect the making of financial plans. 

Every individual perpetually faces the problem of their income and their spending. In the current era of 

globalization where the development of technology and information is accelerating, there forms a change 
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in behaviour related to Financial Behaviour, especially in Generation Z. Change occurs because usually 

individuals in Generation Z still enjoy only worldly pleasures. This indicates that there are still many 

individuals in Generation Z who still lack knowledge related to their finances(Anwar & Leon, 2022). Studies 

by Mutiara & Agustian (2020) and Upadana & Herawati (2020) Reveal Investment Decisions are positively 

influenced by Financial Behaviour, In contrast to research by Safryani et al. (2020) and Dewanti & Triyono 

(2024), which revealed that investment decisions are unaffected by financial behaviour. 

Financial Experience is the next factor, which means understanding financial management, so 

individuals with greater financial experience can manage their finances better than others (Santoso & 

Kusuma, 2023). Research by Suwardhana et al. (2023) found that Generation Z is more cautious in choosing 

investment instruments, this could be due to their experiences in their childhood and adolescence, such as 

the economic recession and global financial crisis, so they are more careful in making investments. The 

findings of the research of Tubastuvi et al. (2022) represent that financial experience has an effect that is 

positive on investment decisions. The study of (Ramadani et al., 2023) offers different perspectives that 

state investment decisions are not affected by Financial Experience. 

Risk tolerance is the last factor, which refers to how much risk a person is ready to take on when 

investing (Qosim et al., 2023). Higher risk tolerance means the more confident a person will be in decision-

making. Risk tolerance, an individual's willingness to endure financial losses for potential gains, has an 

intricate relationship with investment decisions. For Generation Z, this relationship is particularly nuanced 

(Muhaimin et al., 2023). Psychological traits such as a heightened need for security, which stems from 

growing up during economic recessions and witnessing financial instability, can make them more cautious. 

In the research Ellen & Yuyun (2018) and Badriatin et al. (2022) provide results that Investment Decisions 

are affected by Risk tolerance. Different results were shown in the study Rizkyatul Nadhifah & Muhadjir 

Anwar (2021) and Aeni et al. (2024) revealed that Risk Tolerance non-significantly affects investment 

decisions.  

An inconsistency in findings among different researchers was found through the study’s literature 

review.  This research is a development of the research Tubastuvi et al. (2022) with the title "The Influence 

of Financial Literacy, Financial Behavior and Financial Experience on the Investment Decisions of the 

Millennial Generation in Batam”. This study’s novelty is in the form of adding the Risk Tolerance variable 

and the research subject is in the form of Generation Z Banyumas. The study contributes to understanding 

the factors that drive investment choices in a rapidly growing demographic, providing valuable insights for 

policymakers and financial educators aiming to foster a more informed and engaged young investor 

community. 

Literature Review 

Decision Theory 

Decision theory is a theory about decision-making by individuals and groups and is used in all 

fields. Hansson (2018) At the time of decision-making, there are three conditions or situations faced by 

decision-makers, namely the condition of uncertainty, risk and certainty. Uncertainty refers to several 

possible conditions with unknown risks. The risk condition refers to the condition where there are several 

possible outcomes to a decision, with the likelihood of the outcome being predicted by the decision maker, 

while the uncertainty condition refers to one definite outcome of a decision precisely (Zulaikha et al., n.d.). 

Decision theory, which focuses on making logical choices under uncertainty, explains how financial 

literacy, financial behaviour, financial experience, and risk tolerance impact Generation Z's investment 

decisions. Financial literacy provides Gen Z with the necessary knowledge to evaluate investment options 
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and understand market trends, enabling them to make informed and rational decisions (Wijayanti et al., 

2021). Positive financial behaviours, such as budgeting and saving, create a disciplined approach to 

managing finances, ensuring that investment decisions align with long-term goals rather than impulsive 

reactions (Bhovi et al., 2024).         

 Financial experience, whether positive or negative, shapes Gen Z's risk perception and decision-

making strategies. Limited experience can lead to overconfidence or cautiousness based on past outcomes 

(Zaki et al., 2024). According to decision theory, experience refines judgment, improving decision quality 

over time. Risk tolerance, influenced by psychological traits and external factors, determines comfort with 

uncertain outcomes (Wardhana, 2023). While higher risk tolerance typically leads to bolder investment 

choices, Gen Z's preference for stability and ethical investing often tempers risk-taking behaviours. This 

interplay of knowledge, behaviour, experience, and risk preferences shows that Generation Z's investment 

decisions are complex and influenced by both individual factors and broader social norms (Sani & Paramita, 

2024). Understanding this can help financial educators and policymakers support Gen Z in making sound 

investment choices. 

Investment Decision 

Investment is a commitment to funds made now, with the expectation of making future profits 

(Rizkyatul Nadhifah & Muhadjir Anwar, 2021). The goal of people investing is to generate high returns. 

Meanwhile, the broader investment goal is to improve the welfare of investors. Investment decisions are 

based on the expected returns, risk levels, and the return-risk relationship. The returns investors expect are 

compensation for the opportunity cost and the threat of inflation reducing purchasing power. Braver 

investors have a higher investment risk followed by the expectation of a high rate of return. On the other 

hand, investors who do not want to bear the risk with too high a return, of course, cannot expect a high rate 

of return (Wijayanti & Ryandono, 2020).  

Financial Literacy  

According to Hardianto & Lubis (2022) An investor who has a good level of financial literacy will 

tend to be wiser in making investment decisions so that they can maximize their profits. The better an 

investor's knowledge and ability to manage finances, the more effective every decision taken will be because 

investors who have financial literacy will make investment planning first (Wardhana et al., n.d.), so that 

with more understanding and knowledge of finance, investors know more aspects that can affect their 

investment activities. According to Upadana & Herawati (2020), financial literacy could make a person 

ready to face determining the investment decision they would choose. Financial decisions based on good 

financial literacy can benefit a person in dealing with financial problems (Ryandono et al., 2020). Research 

Al-Aziz & Rinofah (2021), Hikmah et al. (2020) and Kulintang & Putri (2024) proving that Financial 

Literacy has a positive effect on Investment Decisions. 

H1: Financial Literacy has a positive effect on Investment Decision                              

Financial Behaviour         

 Understanding financial behaviour can help a person comprehend their attitudes towards money 

(Febriyanti et al., 2022). Therefore, the definition of financial behaviour is a state of mind and judgment 

about finance that will affect making a financial plan. A person who decides to invest will certainly have a 

better effect in terms of management (Yundari & Artati, 2021). Lindananty & Angelina (2021) His research 

stated that the better the financial behaviour owned by the individual, the better the investment decision-

making will be made by the individual. 
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The same is also researched Nugraha et al. (2022), Ratna Gumilang et al. (2023) and Primasari et 

al. (2024) which revealed that financial behaviour appears to have an impact on investment decisions. 

Individuals’ responses to financial information can be described as Financial Behaviour. In addition, a 

person’s way of managing and making personal financial decisions is the impact of his financial judgement. 

It can be inferred from these statements that better financial behaviour will result in better investment 

decisions (Upadana & Herawati, 2020). 

H2: Financial Behaviour has a positive effect on Investment Decisions 

Financial Experience  

Financial Experience plays an imperative role for individuals when deciding to invest. In a study of 

(Tubastuvi et al., 2022), Financial Experience was shown to have an effect that is positive on investment 

decisions where the more Financial Experience an investor has, such as experience in terms of saving, doing 

credit and so on, then the better an investor is at decision-making for investments that promise future 

profitability, taking into consideration the risks and returns based on the financial experience they have 

(Iman et al., 2022). Experience can help a person decide when, how much, and what type of investment to 

choose. People who have experience analyzing financial statements and making financial statements will 

also make better investment decisions so that they can consider the potential profits and losses of the 

investment.  This experience will help in making investment decisions in the hope of getting optimal profits. 

This experience can also be a reminder not to invest in investments that have been detrimental in the past 

(Febriansyah et al., 2023). Research conducted by  Pertiwi et al. (2020), Putri et al. (2023) and Pertiwi et al. 

(2020)proves that Financial Experience has a positive effect on Investment Decisions. 

H3: Financial Experience has a positive effect on Investment Decisions 

Risk Tolerance 

An investor's tolerance for risks that will affect investment decisions. In research Juniarti et al. 

(2024) explained that Generation Z chooses to get an increase in returns that are proportional to the risk, 

this is because Generation Z is cautious in making investment decisions. Investors with high-risk tolerance 

often prefer going for higher-risk investments to get high returns. Conversely, investors with low-risk 

tolerance are more careful in choosing investments because they fear high risks even though they also have 

substantial earnings (Wijayanti et al., 2021). This statement supports the study of Milzam et al. (2024), Putu 

Angelina Parassari Ningrum et al. (2023) and Lathifatunnisa & Nur Wahyuni (2021) where Investment 

Decisions are positively affected by Risk Tolerance. 

H4: Risk Tolerance has a positive effect on Investment Decisions 

Methodology  

This study used a quantitative approach and used primary data as samples. The samples were 

Generation Z people in the Banyumas area who are 18-27 years old and the data were collected using a 

questionnaire by providing a list of statements to respondents using the Likert scale. Purposive sampling 

was utilized in this study, with the criteria of Generation Z who are domiciled in Banyumas and have made 

an investment. Because the exact number of the population is unknown, the sample measurement of the 

population is carried out using the 10-times rule method (Yudha et al., 2024). The 10-times rule is the widely 

employed method for the estimation of minimum sample size in PLS-SEM. This rule specifies a minimum 

sample size that is 10 times the highest number of variable indicators in the study (Hair et al., 2011). There 
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are five variables in this study and the variable namely financial behaviour has a maximum number of 

indicators which is eight (8) indicators therefore, the minimum sample size is 80 respondents, but to expand 

the reach of the study, the researcher increased the data to 120 respondents.   

 This study used the Structure Equation Model and Smart PLS software to analyze the data samples. 

This study used an outer model and an inner model for testing the data sample. The outer model was utilized 

as a way to test validity and reliability. For the inner model, the test was conducted in the R-square test and 

the f-square test. The two models were carried out through PLS Algorithm testing. Furthermore, hypothesis 

testing is carried out through bootstrapping testing. Smart PLS could incorporate measurement error into 

the model, providing more accurate estimates of the relationships between latent variables. This is 

particularly beneficial when working with constructs like financial literacy, behaviour, and experience, 

which are measured indirectly. 

Table 1.Variables and Indicators 

Variable Description Indicators 

Financial 

Literacy 

(Safryani et 

al., 2020) 

Financial literacy is knowledge and expertise when 

applying insights into a concept and risk, as well as the 

capability to make the right financial decisions, both for 

individuals and socially, and to be able to participate in the 

community (Rizkyatul Nadhifah & Muhadjir Anwar, 2021). 

Basic Concepts of Finance 

  Saving and borrowing 

   

   

  Insurance 

  Investment 

   

Financial 

Behaviour 

(Hunaina & 

Chairiyaton, 

2024)  

Financial behaviour is defined as a state of mind, view, and 

assessment of finance that will have an impact on making 

financial plans (Yundari & Artati, 2021) Bill 

   

  Budget 

   

  Spending and Expenses 

   

  Unexpected Funds 

  Savings 

Financial 

Experience 

(Purwidianti 

& Mudjiyanti, 

2016) 

Financial Experience is learning about financial 

management, so an individual who has a better Financial 

Experience than other individuals will be able to manage 

their finances more wisely (Susdiani, 2017). 

Respondents' experience 

in investing in banking 

 

 

Respondents' experience 

in investing in the capital 

market 

 

 

Respondents' experience 

in investing in pawnshop 

products 
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Respondents' experience 

in investing in insurance 

products 

 

 

Respondents' experience 

in investing in pension 

fund products 

 

 

Respondents' experience 

in investing in other 

financial institution 

products 

Risk tolerance  

(Hardianto & 

Lubis, 2022) 

Risk tolerance is the level of ability a person can accept in 

taking on an investment risk (Hardianto & Lubis, 2022). High-risk investment 

   

  Investing with debt 

  Advantage 

   

  Risk Doesn't Cause Loss 

  Unsecured Loans 

Investment 

decisions 

(Yundari & 

Artati, 2021) 

 

Investment is a commitment to funds made now, in the hope 

of making a profit in the future (Rizkyatul Nadhifah & 

Muhadjir Anwar, 2021). Rate of return 

   

  Risk 

   

  Time 

Source: Author (2024) 

 

 

 

 

 

 

 

 

Figure1. Model of variables 

Source: Author (2024) 

 

 

 

Financial Literacy (X1) 

Financial Experience (X3) 

Financial Behaviour (X2) 

Investment Decision (Y) 

H1 (+) 

H2 (+) 

H3 (+) 

Risk Tolerance (X4) 

H4 (+) 



728 

 

Results and Discussion   

Results 

This research involved 120 respondents selected based on the criteria of the Banyumas Regency 

Generation Z Community who had invested. 

 

Table 2. Characteristics of Respondents 

Respondent Characteristics 

Criteria Sub Criteria Total Percentage 

Age 18-21 23 19,20% 
 22-25 64 53,30% 
 26-27 36 30,00% 

Gender Man 67 55,50% 
 Woman 53 44,50% 

Work PNS 13 11,00% 
 Private Employees 46 39,00% 
 Self-employed 14 11,90% 
 Housewives 3 2,50% 
 Student 37 31,40% 
 Others     7        4,10% 

Last Education S1 60 50,40% 
 D3 9 7,60% 
 SMA/SMK 50 41,20% 
 S2 1 0,80% 

Allowance <5.000.000 81 67,20% 
 5.000.000-10.000.000 27 22,70% 
 11.000.000-15.000.000 10 8,40% 
 >15.000.000 2 1,70% 

Types of 

Investments 

Owned 

Rill Assets 49 40,80% 

 Financial Assets 37 30,80% 

  Both 34 28,30% 

    Source: Data Proceed (2024) 

 

 Table 2 illustrates the characteristics of respondents with 67 men and 53 women. Moreover, Table 

2 shows that Bayumas Regency consists of 27 Districts with the highest number of respondents coming 

from Kembaran District with 12 respondents and from Kemranjen, Pekuncen, and Somagede Districts with 

1 respondent each. 
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Figure. 2 Outer Loading Value 

Source: Data Proceed (2024) 

 

According to Hair et al. (2013), the convergent validity value if the construction value is more than 

0.7. As seen in Figure 2 where there are several items including X3.1, X3.3, X4.1, X4.5 and Y.4 which have 

an Outer loading value below 0,7. As in the research Fahmi & Evanita (2019). The outer loading item must 

be above 0.7. Thus, the invalid outer loading item will be eliminated and cannot be used in the measurement 

of this study. 
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Figure. 3 Bootstrapping Test Results 

Source: Data Proceed (2024) 

 

Table 3. Outer Loading 

  

Financial 

Literacy 

Financial 

Behaviour 

Financial 

Experience 

Risk 

Tolerance 

Investment 

Decision 

X1.1 0.767         

X1.2 0.838         

X1.3 0.842         

X1.4 0.737         

X1.5 0.802         

X1.6 0.813         

X1.7 0.811         

X2.1   0.793       

X2.2   0.795       

X2.3   0.793       

X2.4   0.763       

X2.5   0.771       

X2.6   0.792       

X2.7   0.776       

X2.8   0.715       

X3.2     0.779     
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X3.4     0.752     

X3.5     0.738     

X3.6     0.877     

X4.2       0.817   

X4.3       0.850   

X4.4       0.842   

X4.6       0.867   

X4.7       0.760   

Y.1         0.809 

Y.2         0.764 

Y.3         0.860 

Y.5         0.750 

Source: Data Proceed (2024)  

 

 Figure 3 and Table 3 show that the outer loading score was <0.7 and the invalid item has been 

eliminated. It means that the data could be used for analysis. 

 

       Table 4. Cronbach Alpha, Composite Reliability, and Average Variance Extracted 

(AVE) 

Variable 
Cronbach's 

Alpha 
rho_A 

Composite 

Reliability 

Average 

Variance 

Extracted 

(AVE) 

Criteria 

Financial 

Literacy 0.907 0.908 0.927 0.644 Reliable 

Financial 

Behaviour 0.905 0.906 0.923 0.601 Reliable 

Financial 

Experience 0.796 0.808 0.867 0.621 Reliable 

Risk Tolerance 0.885 0.885 0.916 0.686 Reliable 

Investment 

Decision 0.807 0.811 0.874 0.635 Reliable 

Source: Data Proceed (2024) 

 

 The findings of the Cronbach Alpha, Composite Reliability, and Average Variance Extract tests are 

presented in Table 4. The results showed that all Cronbach alpha values on the minimum requirement were 

0.60 (Carlson & Herdman, 2012), and the composite reliability value is significantly above 0.7 (Hair et al., 

2013) and AVE value, the convergence validity test must have a value higher than 0.5 (Hair et al., 2013). 

Testing shows that the AVE for each variable is more than 0.5. 
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Table 5. Discriminant Validity 

Variable 
Financial 

Literacy 

Financial 

Behaviour 

Financial 

Experience 

Risk 

Tolerance 

Investment 

Decision 

Average 

Variance 

Extracted 

(AVE) 

Financial 

Literacy 0.802         0.644 

Financial 

Behaviour 0.898 0.775       0.601 

Financial 

Experience 0.748 0.780 0.788     0.621 

Risk Tolerance 0.860 0.884 0.725 0.828   0.686 

Investment 

Decision 0.852 0.874 0.694 0.838 0.797 0.635 

Source: Data Proceed (2024) 

 

Fornell-Lacker’s and the Cross Loading scores are two measurements used in the discriminant 

validity test. By making a comparison between the square root value of AVE and the latent variable 

correlation, Discriminant Validity can be calculated. As shown in Table 5, the test findings demonstrate that 

the square root of AVE exceeds the latent variable correlation. As a result, the validity test of discrimination 

is appropriate. 

Table 6. R-Square 

 

R 

Square 

R Square 

Adjusted 

Investment Decision 0.797 0.790 

 Source: Data Proceed (2024) 

 

The test results on the outer model have a determination coefficient value displayed in Table 6 R-

Square, i.e. the variance of the Investment Decision can be described as 0.797 or 79.7% by the variables 

Financial Literacy, Financial Behaviour, Financial Experience and Risk Tolerance. Meanwhile, 20.3% were 

influenced by factors unrelated to this study. According to (Chin, 1998) with an R-Square value of 0.75 is 

a strong model, it can be concluded that this study with a model of 0.797 is a strong R-Square value model. 

 

Table 7. F-Square 

Variable 
Financial 

Literacy 

Financial 

Behaviour 

Financial 

Experience 

Risk 

Tolerance 

Investment 

Decision 

Financial Literacy         0.065 

Financial Behaviour         0.130 

Financial Experience         0.001 

Risk Tolerance         0.047 

Investment Decision           

Source: Data Proceed (2024) 
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According to Svante Wold, (2009) states that the f-square used to calculate the value of the 

independent variable indicates whether or not the dependent variable is significantly affected. To measure 

f-square, there are criteria for f2 values > 0.02, f2 > 0.15, and f2 > 0.35 which shows that the predictors of 

the latern variable have a small, medium and large influence on the structural level (Cohen, 1988). Based 

on table 7, the results of the Financial Literacy variable 0.065, the Financial Behaviour variable 0.130, the 

Financial Experience variable 0.001 and the Risk Tolerance variable 0.047 which means that it has a small 

influence on Investment Decisions. 

 

Table 8. Hypothesis Test Results 

Variable 

Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 

P 

Values 
Conclusion 

Financial 

Literacy 0.279 0.285 0.131 2.127 0.017 Supported 

Financial 

Behaviour 0.447 0.456 0.138 3.245 0.001 Supported 

Financial 

Experience -0.023 -0.016 0.074 0.315 0.376 

Not 

Supported 

Risk 

Tolerance 0.221 0.200 0.132 1.671 0.048 Supported 

Source: Data Proceed (2024) 

 

In Table 8, the first test revealed an influence of Financial Literacy on Investment Decisions, with 

an original sample value of 0,279, along with t-statistics at 2.127, and a p-value of 0.017. The t-statistic 

value above 1.979 and the p-value below 0.05 is an indication that Investment Decisions are affected by 

Financial Literacy. The second test’s findings revealed that an influence of Financial Behaviour is found on 

Investment Decisions, with an original sample value of 0.447, along with t-statistics at 3.245, and a p-value 

of 0.001. The statistical value above 1.979 and the p-value below 0.05 is an indication that Financial 

Behaviour affects Investment Decisions. The third test’s findings revealed that an influence of Financial 

Experience is found on Investment Decisions, with an original sample value of -0.023, along with t-statistics 

at 0.315, and a p-value of 0.376. From the statistical value below 1.979 and the p-value above 0.05, it can 

be interpreted that Investment Decisions are not affected by Financial Experience. The fourth test's findings 

revealed that Risk Tolerance's effect is found on Investment Decisions, with an original sample value of 

0.221, a calculated t-value of 1.671, and a p-value of 0.048. The statistical value below 1.979 and the p-

value below 0.05 is an indication that Risk Tolerance affects Investment Decisions. 

 

Discussion 

The Effect of Financial Literacy on Investment Decisions 

 The results showed that financial literacy significantly and positively affected investment decisions. 

This showed that the more knowledgeable a person is in Financial Literacy, the better their Investment 

Decisions are. Financial literacy was needed to choose the right investment instrument. If based on Decision 

Theory where there are situations faced by decision-makers, namely conditions of uncertainty, risk and 

certainty if an Investor has a high level of Financial Literacy, then it will make it easier for an Investor to 

face these three situations in Investment decision-making. 

 This supports the study of Al-Aziz & Rinofah (2021), Hikmah et al. (2020), Kulintang & Putri 

(2024), Upadana & Herawati (2020) and (Zulistiawati & Heryahya, 2024)  that explains the Positive and 

Significant Influence of Financial Literacy on Investment Decisions. Upadana & Herawati (2020) In his 

research, he stated that financial literacy can make it easier for a person when faced with determining the 
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investment decision they choose. Financial decisions based on good financial literacy can depend on a 

person in dealing with financial problems. Research by Al-Aziz & Rinofah (2021)  in his research states 

that financial literacy is very important for a person so that they do not make mistakes in making their 

investment decisions. That way they will be more careful in choosing the right investment. 

 

The Influence of Financial Behaviour on Investment Decisions 
The results showed that Financial Behaviour significantly and positively affected investment 

decisions. This shows that individual financial behaviour, such as regulating income and expenses, has a 

great influence on a person's investment decision. If based on Decision Theory, there are two situations in 

decision-making, namely uncertainty and risky situations, with good Investor Financial Behaviour, then an 

investor will be able to deal with these two situations. 

This supports the research by Nugraha et al. (2022), Ratna Gumilang et al. (2023), Primasari et al. 

(2024) and Siregar & Anggraeni (2022) which explains the Positive and Significant influence of Financial 

Behaviour on Investment Decisions. Siregar & Anggraeni (2022) In his research, he stated that financial 

behaviour helps an individual make investment decision through financial management such as planning, 

budgeting to financial control, so determining investment decisions becomes more appropriate.  

Research by Andreansyah & Meirisa (2022) also supports the results of this study, in the study 

stated that people with good financial behaviour tend to be more disciplined in allocating their funds for 

investment and have a more rational mindset regarding investment risks and opportunities. 

 

 

The Influence of Financial Experience on Investment Decisions 
 The results showed that financial experience does not affect investment decisions. Financial 

Experience has no effect because the subject of this study is Generation Z where their age is still quite young 

so their investment experience is still little. Based on respondent data, Although many Generation Z already 

have Financial Experience such as having an account in a bank or investing in real assets or financial assets, 

the Influence of Financial Experience is very important because with an investor who has Financial 

Experience, Investment Decision making will tend to be wiser in making decisions, experience also makes 

investors better identify factors that can affect their investment results better (Sani & Paramita, 2024). If 

based on Decision Theory where there are 3 conditions in decision-making, namely certainty, risk and 

certainty, then Generation Z tends to ignore these three things because Generation Z currently relies more 

on information from social media, news related to finance, and recommendations from their friends 

compared to their experience which is still small. The same is shown in the study Ramadani et al. (2023), 

Alquraan et al. (2016) and Fachrudin & Fachrudin (2016) which explains that Financial Experience does 

not impact Investment Decisions. 

 

The Effect of Risk Tolerance on Investment Decisions 
 The results showed that Risk Tolerance significantly and positively affects investment decisions. If 

based on Decision Theory where there is one of the situations, namely uncertainty, and with the results of 

the Risk Tolerance research that has a positive effect, it can be concluded that the higher level of risk 

tolerance of investors will make investors more courageous in making investment decisions. 

The results of this study are in line with the research of Milzam et al. (2024), Putu Angelina 

Parassari Ningrum et al. (2023), Lathifatunnisa & Nur Wahyuni (2021) and  Afriani et al. (2023). Afriani et 

al. (2023) In their research, stated that the higher the level of tolerance of an investor, the higher the 

preference for investment decisions that investors are willing to take.  The greater the expected profit, the 

greater the level of risk that investors must bear. The same is also shown in the study Indiraswari & 

Setiyowati, (2023) which shows the positive effect of Risk Tolerance on Investment Decisions, in his 

research states that with an increase in risk tolerance, investment decisions will also increase and because 

better risk tolerance makes them more able to think rationally when making investment decisions. 
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Conclusion  

Based on the results of data analysis, the results show that Financial Literacy is proven to have a 

positive and significant effect on Investment Decisions. This shows that the higher one's knowledge of 

Financial Literacy, the better the Investment Decision will be. Financial Behaviour is proven to have a 

positive and significant influence on Investment Decisions. This indicates that one's Financial Behaviour 

such as in managing income and expenses has a big influence in determining one's Investment Decision. 

Financial Experience does not affect Investment Decisions. This indicates that the Financial Experience 

owned by investors does not affect the Investor's Decision in making Investment Decisions. Risk Tolerance 

has a positive and significant effect on Investment Decisions. This shows that the risk tolerance that 

investors have for profits and losses in investment determines an investor's Investment Decision. 

The implications of this research highlight the importance of targeted financial education programs 

aimed at Generation Z to improve their investment decision-making capabilities. By fostering a better 

understanding of financial concepts and encouraging responsible financial behaviours, stakeholders can 

contribute to the development of a more financially literate and proactive generation of investors. 
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