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ABSTRACT

The purpose of this study is to analyze and explain the effect of sociodemographic on investment
decisions, analyze and explain the influence of sociodemographic on financial literacy, analyze
and explain the effect of financial literacy on investment decisions, analyze and explain the role
of financial literacy in mediating the influence of sociodemographic on investment decisions.
The population of this study are individuals who have or are currently investing in the Indonesia
Stock Exchange. The sampling technique used was non-probability sampling with an accidental
sampling approach. The number of samples in this study was 80 samples. Data was collected by
distributing questionnaires using a 5-point Likert scale. The data analysis technique used is
SEM-PLS. The results show that sociodemographic has a significant effect on investment
decisions, financial literacy has a significant positive effect on investment decisions, financial
literacy has a role as a partial mediator between sociodemographic on investment decisions.
Partially, financial literacy has a role as a full mediator between education and investment
decisions. Income, age, and gender have no direct or indirect effect on investment decisions.
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1. INTRODUCTION

Investing in shares can be done in the Capital Market. The Capital Market in Indonesia is known
as the Indonesia Stock Exchange (IDX). In stock investment, investors will lend the funds they
have and will have ownership rights to companies that borrow funds, while companies that need
funds will obtain loan funds from investors (Fahmi, 2011: 86). The advantage of investing in
shares is that apart from getting ownership rights to the company, investors will also get a return
on the company's shares owned. Stock returns are obtained from dividends and capital gains and
capital losses. Stock investment is classified as an investment that is quite in demand in
Indonesia. This is evidenced by the increase in Single Investor Identification (SID) throughout
2020.

Investors in investing in stocks will always be related to the theory of planned behavior and
rational choice theory. The theory of planned behavior assumes that humans are rational beings
and use the information that is possible for them systematically, the implications of an action
before deciding to do or not to perform certain behaviors. Rational choice theory explains how to
choose actions that can maximize utility, maximize profits and minimize risk. Every investment
decision taken needs to be carried out by fundamental and technical analysis. Investors also need
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to pay attention to outstanding issues so that when there are bad issues, investors will be able to
avoid the risks that may occur and when there are good issues investors will also be able to take
advantage of the momentum to obtain possible profits from the shares concerned.

In relation to the theory of planned behavior and rational choice theory, knowledge,
understanding and skills regarding financial concepts and risks are required in order not to make
mistakes in making investment decisions. Knowledge and understanding of financial concepts
and risks is commonly referred to as financial literacy (OECD, 2013). Financial literacy is
knowledge and understanding of financial concepts and risks, and the skills, motivation and
confidence to apply that knowledge and understanding to make effective decisions in various
financial contexts, to improve individual financial well-being (Liebowitz, 2016:6). The
Organization for Economic Co-operation and Development or OECD (2013) defines financial
literacy as knowledge and understanding of financial concepts and risks, skills, motivation, and
confidence to apply the knowledge and understanding they have in order to make effective
financial decisions, improve welfare individual and community financial well-being, and
participating in the economic field.

Financial literacy is not only important for households but also for the economy. According to
Jappelli (2010) the benefits of financial literacy are grouped into three things, namely the
benefits from the asset, debt, and macroeconomic aspects. On the asset side, financial literacy
becomes important because of the presence of increasingly complex financial products. Low
financial literacy can result in suboptimal risk diversification, inefficient portfolio allocation and
low savings. From the debt side, loans in the mortgage market, credit card ownership and
increased consumer credit can increase financial risk, while from a macro perspective, financial
literacy contributes to markets and policies (Hidajat, 2015:6).

Based on the 2016 survey, the level of financial literacy of countries in Southeast Asia (ASEAN)
is low when compared to the average of 17 OECD countries, 30 of which participated in the
survey. Figure 1. will show the financial literacy scores of 17 OECD countries, 30 countries
participating in the survey, as well as several ASEAN countries.

M Financial knowledge score Financial behaviour score Financial attitude score
Average, OECD countries (13.7) 7-_ 5.4 3.4
Average, all 30 economies (13.2) -_ 5.4 3.3

Indonesia (13.2) 5.6 3.7
Thailand (12.8) 5.8 3.1
Malaysia (12.4) 5.8 3

Viet Nam (12.4) 5.5 3

Cambodia (11.5) 5.2 2.8

Figure 1. Financial Literacy Scores in Several ASEAN Countries
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Source: Organization for Economic Co-operation and Development (2018)

Figure 1 shows the financial literacy scores of the five ASEAN countries. Compared to the
average of 17 OECD countries and 30 countries participating in the survey. Indonesia has the
highest financial literacy score among the five countries that participated in the financial literacy
survey, but the financial literacy score in these ASEAN countries is still relatively low when
compared to the average of 17 OECD countries and 30 countries participating in the survey.
These results indicate that financial literacy is of particular concern in the ASEAN region.
Therefore, continuous efforts are needed to improve financial literacy.

Financial literacy has also become a national program so that people become financially literate
and will ultimately increase the prosperity and welfare of the nation (Hidajat, 2015:1). The
Financial Services Authority (OJK) and the financial services industry are currently intensively
improving financial literacy and education, in addition, the President of the Republic of
Indonesia has also published the National Strategy for Indonesian Financial Literacy (SNLKI
2013) which has now been refined to become the SNLKI (Revisit 2017). ) as part of the Trilogy
of Policy Instruments in order to increase public trust and equality between consumers and the
financial services industry (SNLKI Revisit, 2017:1).

There are several important factors that affect the level of financial literacy which later by having
a good level of financial literacy will make individuals able to make wiser investment decisions.
These factors include social, economic and demographic (Aprea et al., 2016:1), while according
to OJK in the book National Strategy for Financial Literacy, external factors that have the
potential to influence the success of financial literacy include economic growth, income per
capita, income distribution , poverty level, education level, productive age group of the
population, and utilization of information technology. There are many studies that conduct
studies on factors that affect people's financial literacy, but in general the factors that affect
financial literacy include income, age, gender, and education (Hidajat, 2015:14). These factors
will be indicators of sociodemographic variables.

Sociodemographic is a combination of the words socioeconomic and demographic. Socio-
economic is a person's position in society related to other people in terms of the social
environment, achievements, rights and obligations. Demographics is a description of a person's
background that will be able to affect a person's level of financial literacy. Financial literacy will
mediate between the influence of sociodemographic on investment decisions because there are
still differences in research results between the direct effect of sociodemographic on investment
decisions.

Research conducted by Alwahaibi (2019), Dewi and Purbawangsa (2018), Faidah (2019), Arianti
(2018), Violeta and Linawati (2019) examines the effect of sociodemographic income on
investment decisions. They found that income had a significant positive effect on investment
decisions. Research conducted by Putri and Isbanah (2020), Putri and Rahyuda (2017), Rahman
and Gan (2020) actually found that income had no effect on investment decisions. Alwahaibi
(2019), Bhavani and Shetty (2017), Santoso et al (2015), Violeta and Linawati (2019) also
conducted tests to examine the effect of sociodemographic age on investment decisions. They
found results that age had a significant effect on investment decisions, while research conducted
by Aren and Aydemir (2015), Putri and Isbanah (2020) obtained the opposite result which stated
that age had no effect on investment decisions.
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Joseph (2015), Mahapatra and Mehta (2015), Putri and Rahyuda (2017), Santoso et al (2015),
Violeta and Linawati (2019) examined the effect of gender on investment decisions and found
that gender had a significant effect on investment decisions. . Research conducted by Putri and
Isbanah (2020), Rahman and Gan (2020) obtained the opposite result which stated that gender
had no effect on investment decisions. Sociodemographic of education also experienced
inconsistency of research results. Bhavani and Shetty (2017), Tanusdjaja (2018) found that
education has a significant positive effect on investment decisions. Putri and Isbanah (2020),
Santoso et al (2015) actually obtained results which stated that education had no effect on
investment decisions.

The difference in research results between the direct influence of sociodemographic on
investment decisions makes financial literacy an important variable that will help
sociodemographics consisting of income, age, gender and education in influencing investment
decisions. Income is the amount obtained after providing goods or services to consumers.
Individuals who have a high income level are more likely to use financial instruments and
services so that they will tend to have a higher level of financial literacy which will later be able
to make individuals able to make the right investment decisions. Low-income individuals are
more likely to be due to drop out of school, something that in the long run causes financial
blindness (Calamato, 2010). Research conducted by Akmal and Saputra (2016), Ali et al.,
(2016), Andansari (2017), Chetanbhai et al., (2018), Jana et al., (2019), Janor et al., (2016 ),
Lestari (2020), Natoli (2018), Sofia and Irianto (2016), Wiharno (2015) found that income levels
have a significant positive effect on financial literacy.

Standard procedures such as electronic payments, which have replaced face-to-face transactions,
require knowledge and skills related to finance. Adolescents and early adults are more likely to
have to bear more of the financial risk than their parents because they are consumers of financial
services from a young age such as online payments, cell phones, and other technologies (Aprea
et al., 2016:2). Teenagers and early adults who have a higher level of financial literacy will be
able to make the right investment decisions. There are several studies that support this theory.
Akoto et al (2017), Aribawa and Widyatini (2017), Garg and Singh (2017), Loke (2017),
Margaretha and Pembudhi (2015), Mouna and Anis (2016), Yoshino et al., (2017) found that age
has a significant effect on financial literacy.

Gender will also affect a person’s literacy level. According to Hidajat (2015: 18) most of the
research results state that the level of financial literacy of men is higher than that of women. Men
as the successors of the offspring and also as the head of the household, with the main task as
breadwinners for their family life, carrying out their duties, obligations, and responsibilities, are
mostly carried out outside the home so that the level of financial literacy of men will be higher
than women , so that with a higher level of financial literacy than women, men will be able to
make the right investment decisions. Edwards et al., (2007) concluded that parents have different
expectations of boys and girls, because they have higher expectations about work and savings for
boys, so they are more likely to talk to boys. . Research conducted by Adam et al., (2017),
Ahmadi and Sulistyowati (2018), Ergun (2018), Febriyani and Sari (2017), Grohmann (2016),
Margaretha and Pembudhi (2015), Potrich et al., (2017 ), Vijayvargy and Bakhshi (2018),
Wijayanti et al., (2016), Yunita (2020) found that gender has a significant effect on a person's
financial literacy.

A person's education will affect the level of literacy they have. According to Hidajat (2015: 18)
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states that someone who has a high level of education, especially in business programs will have
a better level of financial literacy. Financial products and service utility are positively correlated
with a person's level of education. According to OJK in the book National Strategy for Financial
Literacy, people with higher education on average use two to three financial products and
services. The higher a person's education, the more knowledge they have, especially in the field
of finance so that they will have a higher level of financial literacy. Individuals who have a
higher level of financial literacy will certainly better understand the concepts, risks regarding
financial products and instruments so that they will be able to make the right investment
decisions. According to Bhushan and Medury (2013), a higher level of education will increase
the level of income which will affect financial literacy. Research conducted by Ghazali et al.,
(2017), Hasan (2017), Jacobsen Correia (2019), Prasad et al., (2018), Son and Park (2019), Stella
et al., (2020), Shafik and Ahmad (2019), Syuliswati (2020), Winstanley et al., (2018), Xiao and
O'Neill (2016), Zhang and Xiong (2019) found that education level had a significant positive
effect on a person’s level of financial literacy.

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Just like the theory of planned behavior and rational choice theory, it assumes that humans are
rational beings and use information and the implications of an action to maximize utility,
maximize profits and minimize risk. Financial literacy is knowledge and information in a
financial context that can be utilized by investors in investing in stocks so that investors will be
able to maximize profits and minimize risk. Investors who have a good level of financial literacy
will be able to manage their finances. The income earned every month will always be allocated
as best as possible. Every need that is owned is always made a percentage so that you can still set
aside the money you have for savings or investment.

According to SNLKI Revisit (2017:77), financial literacy is knowledge, skills, and beliefs that
influence attitudes and behavior to improve the quality of decision making and financial
management in order to achieve prosperity so that the ability and understanding of good financial
literacy will greatly assist the community in understanding and knowing the concepts and
financial risks that will enable individuals to make wiser investment decisions. Understanding
good financial literacy can help someone in determining investment decisions with the maximum
rate of return. This theory is supported by research conducted by Abdeldayem (2016), Awais et
al., (2016), Dewi and Purbawangsa (2018), Khairiyati and Krisnawati (2019), Putri and Hamidi
(2019), Sabri (2016), Upadana and Herawati (2020) which states that financial literacy has a
significant positive effect on investment decisions so that the following hypothesis can be
formulated.

H1 = Financial Literacy has a positive effect on Investment Decisions

planned behavior and Rational choice theory. The theory of planned behavior and Rational
choice theory which assumes that humans are rational beings and use the information and
implications of an action that can maximize utility, maximize profits and minimize risk. The
theory of planned behavior and Rational choice theory are closely related to the
sociodemographic effects of income, age, gender, and education. Income has an effect on
investment decisions. The higher the education, the higher a person's income so that they will
have better investment decisions. Individuals with high incomes tend to have invested and have
more knowledge, while individuals with low incomes tend to find it difficult to invest because
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their income is limited to meet their daily needs (Violeta and Linawati, 2019). This knowledge is
one source of information that can be used to maximize profits and minimize risks in investing.
Akims and Jagongo (2017) stated that age has an influence on investment decisions. Individuals
who are in their productive age will think more about investing by buying an asset for the future.
The productive age will always look for information that can be used to maximize profits and
minimize risks.

Gender will also be able to influence a person's investment decisions. Men are more willing to
take risks and avoid more risks than women. Male investors invest money based on the prospect
of return and risk. Expectations of higher returns motivate people to take more risks (Mahapatra
and Mehta, 2015). Men have a higher level of self-confidence than women. This indicates that
the gender factor is also one of the causes of the behavior of individuals who dare to take risks
Joseph (2015). Men who are more daring in taking risks and avoiding risk and having more
expected returns will motivate male investors to take more risks and seek information that can
maximize profits in investing in stocks. It's the same as the concept

The theory of planned behavior and Rational choice theory are also related to the influence of
one's education on an investor's investment decision. Investors with a higher educational
background have higher competence, more knowledge about stock movements and are more
daring in taking risks so that their decision making in investing is better than investors with
lower education (Joseph, 2015).

This theory is supported by research conducted by Alwahaibi (2019), Dewi and Purbawangsa
(2018), Faidah (2019), Fitriarianti (2018), Violeta and Linawati (2019) which found that income
had a significant positive effect on investment decisions. Alwahaibi (2019), Bhavani and Shetty
(2017), Santoso et al (2015), Violeta and Linawati (2019) found that age had a significant
positive effect on investment decisions. Joseph (2015), Mahapatra and Mehta (2015), Putri and
Rahyuda (2017), Santoso et al (2015) who obtained the results that men have a significant
positive effect on investment decisions. Bhavani and Shetty (2017), Tanusdjaja (2018) who get
the results that education has a significant positive effect on investment decisions.

H2 = Sociodemographic has an effect on investment decisions.

H2a= Income has a significant positive effect on investment decisions

H2b=Adolescence and early adulthood have a significant positive effect on investment decisions
H2c= Men have a significant positive effect on investment decisions

H2d= Education has a significant positive effect on investment decisions

Individuals who have a high level of income are more likely to use financial instruments and
services so they will tend to have a higher level of financial literacy. Standard procedures such as
electronic payments, which have replaced face-to-face transactions, require knowledge and skills
related to finance. Adolescents and early adults are more likely to have to bear more of the
financial risk than their parents because they are consumers of financial services from a young
age such as online payments, cell phones, and other technologies (Aprea et al., 2016:2).

Men as the successors of the offspring and also as the head of the household, with the main task
as breadwinners for their family life, carrying out their duties, obligations, and responsibilities,
are mostly carried out outside the home so that the level of financial literacy of men will be
higher than women. , resulting in a higher level of financial literacy than women. According to
OJK in the book National Strategy for Financial Literacy, people with higher education on
average use two to three financial products and services. Individuals who have a good level of
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financial literacy will better understand concepts, risks regarding financial products and
instruments.

This theory is supported by research conducted by Ali et al., (2016), Andansari (2017),
Chetanbhai et al., (2018), Jana et al., (2019), Janor et al., (2016), Lestari (2020), Natoli (2018),
Wiharno (2015) who found that income had a significant positive effect on financial literacy.
Akoto et al (2017), Garg and Singh (2017), Loke (2017), Margaretha and Pembudhi (2015),
Mouna and Anis (2016), Yoshino et al., (2017) obtained the results that age had a significant
positive effect on literacy finance. Adam et al., (2017), Ergun (2018), Erner et al., (2016),
Potrich et al., (2017), Vijayvargy and Bakhshi (2018), Wijayanti et al., (2016), Yunita (2020 )
which shows that male has a significant positive effect on financial literacy. Ghazali et al.,
(2017), Hasan (2017), Jacobsen Correia (2019), Potrich et al., (2015), Prasad et al., (2018), Son
and Park (2019), Stella et al., (2020), Shafik and Ahmad (2019), Winstanley et al., (2018), Xiao
and O'Neill (2016), Zhang and Xiong (2019) which obtained the results that education had a
significant positive effect on financial literacy.

H3 = Sociodemographic affects financial literacy

H3a= Income has a significant positive effect on financial literacy

H3b= Adolescence and early adulthood have a significant positive effect on financial literacy
H3c= Male has a significant positive effect on financial literacy

H3d= Education has a significant positive effect on financial literacy

Financial literacy which mediates sociodemographic influence on investment decisions is closely
related to Theory of planned behavior and Rational choice theory because investors will be able
to get information and implications of actions that will maximize profits and reduce risks.
Financial literacy is knowledge and information in a financial context that can be utilized by
investors in investing in stocks so that investors will be able to maximize profits and minimize
risk. Individuals who have a high level of income are more likely to use financial instruments
and services so that they will tend to have a higher level of financial literacy which will later be
able to make individuals able to make better investment decisions. Standard procedures such as
electronic payments, which have replaced face-to-face transactions, require knowledge and skills
related to finance. Adolescents and early adults are more likely to have to bear more of the
financial risk than their parents because they are consumers of financial services from a young
age such as online payments, cell phones, and other technologies (Aprea et al., 2016:2).
Teenagers and early adults who have a higher level of financial literacy will be able to make
better investment decisions.

Men as the successors of the offspring and also as the head of the household, with the main task
as breadwinners for their family life, carrying out their duties, obligations, and responsibilities,
are mostly carried out outside the home so that the level of financial literacy of men will be
higher than women. , so that with a higher level of financial literacy than women, men will be
able to make better investment decisions. According to OJK in the book National Strategy for
Financial Literacy, people with higher education on average use two to three financial products
and services. Individuals who have a higher level of financial literacy will certainly have a better
understanding of concepts, risks regarding financial products and instruments so that they will be
able to make wiser investment decisions.

This theory is supported by research conducted by Ali et al., (2016), Andansari (2017),
Chetanbhai et al., (2018), Jana et al., (2019), Janor et al., (2016), Lestari (2020), Natoli (2018),
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Wiharno (2015) who found that income had a significant positive effect on financial literacy.
Akoto et al (2017), Garg and Singh (2017), Loke (2017), Margaretha and Pembudhi (2015),
Mouna and Anis (2016), Yoshino et al., (2017) obtained the results that age had a significant
positive effect on literacy finance. Adam et al., (2017), Ergun (2018), Erner et al., (2016),
Potrich et al., (2017), Vijayvargy and Bakhshi (2018), Wijayanti et al., (2016), Yunita (2020 )
which shows that male has a significant positive effect on financial literacy.

Ghazali et al., (2017), Hasan (2017), Jacobsen Correia (2019), Potrich et al., (2015), Prasad et
al., (2018), Son and Park (2019), Stella et al., (2020), Shafik and Ahmad (2019), Winstanley et
al., (2018), Xiao and O'Neill (2016), Zhang and Xiong (2019) which obtained the results that
education had a significant positive effect on financial literacy. Research conducted by
Abdeldayem (2016), Awais et al., (2016), Dewi and Purbawangsa (2018), Khairiyati and
Krisnawati (2019), Putri and Hamidi (2019), Sabri (2016), Upadana and Herawati (2020) also
supports the theory by obtaining research results which state that financial literacy has a
significant effect on investment decisions, so the hypothesis can be formulated as follows.

H4 = Financial Literacy mediates the influence of sociodemographic on investment decisions
H4a = Financial Literacy mediates the effect of income on investment decisions

H4b = Financial Literacy mediates the effect of age on investment decisions

H4c = Financial Literacy mediates the effect of gender on investment decisions

H4d = Financial Literacy mediates the effect of education on investment decisions

3. METHODS

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.

The population of this study are individuals who have or are currently investing in the Indonesia
Stock Exchange. The total population cannot be counted (infinite population). The sampling
technique used was non-probability sampling with an accidental sampling approach. Accidental
sampling is a sampling technique based on chance, namely respondents who coincidentally meet
with researchers who can be used as samples because they are considered suitable as data
sources. The considerations used in sampling are individuals who have worked and have or are
currently investing in shares on the Indonesia Stock Exchange.

The size of the number of samples studied is based on the opinion of Sekaran and Bougie (2016)
who say that in survey research the sample size used should be 10x or more than the number of
research variables/dimensions/indicators. Based on this statement, there are eight variable
dimensions, which consist of four dimensions of sociodemographic variables (income, age,
gender, education), three dimensions of financial literacy variables (Financial Attitudes,
Financial Behavior, Financial Knowledge) and one dependent variable, then with reference to
Based on the theory of determining the sample by Sekaran and Bougie (2016), the number of
samples in this study is 8 x 10 = 80 samples.

Inferential statistics is a technique used to analyze sample data whose results will be applied to
the study population. To test the hypothesis and produce a feasible model, this study uses
Structural Equation Modeling (SEM) with the Partial Least Square (PLS) approach, which is
operated with the help of SmartPLS software.
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4. RESULT AND DISCUSSION

There are three criteria in the use of data analysis techniques with Smart PLS to assess the outer
model, namely Convergent Validity, Discriminant Validity, and Composite Reliability.
Convergent Validity

Convergent Validity can be seen from the Average Variance Extracted (AVE) value for each
variable. In Table 1 it can be seen that each sociodemographic variable, financial literacy, and
investment decision has an Average Variance Extracted (AVE) value of more than 0.5. Based on
the test results, all variables have met the convergent validity requirements, so it can be
concluded that all indicators are valid and feasible indicators to be able to measure their
respective variables.

Table 1. Average Variance Extracted Research Variables

Variable Average Variance Extracted (AVE)
Investment Decision (YY) 0,842
Financial Literacy (M) 0,709
Sociodemographic (X) 0,698

Primary Data, 2021

1. Discriminant Validity

The measurement of reflexive indicators is based on cross loading with latent variables. Another
model by comparing the value of the Square Root of Average Extracted (AVE) of each construct
with the correlation between other constructs in the model. If the initial measurement values of
the two models are better than the values of the other constructs in the model, it can be
concluded that the construct has a good discriminant validity value or vice versa. Accordingly, it
is recommended that the measurement value should be greater than 0.50. Table 5.9 shows that
the value of the square root of the AVE (0.842; 0.918; 0.836) is greater than the correlation of
each construct, so it can be concluded that the model has no problem in terms of discriminant
validity.

Table 2.Discriminant Validity

Financial Literacy Investment Decision Sociodemographic
(M) (Y) (X)
Financial Literacy (M) 0,842
Eq(\;estment Decision 0,963 0,018
Sociodemographic (X) 0,806 0,741 0,836

Primary Data, 2021

Composite Reliability
Reliability is a tool to measure a questionnaire which is an indicator of a variable or construct
(Ghozali, 2016). A questionnaire is said to be reliable or reliable if a person's answer to the
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statement is consistent or stable from time to time. Respondents' answers to this question are said
to be reliable if each question is answered consistently or the answers cannot be random because
each question wants to measure the same thing. The measurement is said to be unreliable if the
answer to the indicator is random. (Ghozali, 2016). To determine the reliability of the construct
of a measurement model can be seen by using the value of composite reliability and the value of
Cronbach's Alpha. The results of the measurement model reliability test are presented in Table 3.
Based on the composite reliability and Cronbach's Alpha values presented in Table 5.10, 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 3.Composite Reliability Coefficient and Cronbach’s Alpha

Variable Cronbach's Alpha Composite Reliability Description
Investment Decision (YY) 0,953 0,964 Reliable
Financial Literacy (M) 0,991 0,992 Reliable
Sociodemographic (X) 0,851 0,900 Reliable

Primary Data, 2021

Structural Model Testing (Inner Model)

Testing of the inner model or structural model is carried out to see the relationship between the
variables, the significance value and the R-Square of the research model. Evaluation of the
structural model or inner model is carried out to ensure that the structural model built is robust
and accurate. The test can be done by calculating the value of R square and predictive relevance

(Q2).

R-Square (R?)

Shows the strength and weakness of the influence caused by variations in exogenous variables on
endogenous variables. The R-Square (R2) value greater than 0.50 is categorized as a strong
model. The value of R-Square (R2) for each endogenous variable is presented in Table 4.

Table 4. Value of R-Square (R2) Endogenous Variable

Variable R Square Description
Sociodemographic (X) - -
Financial Literacy (M) 0,649 Strong
Investment Decision (YY) 0,931 Strong

Primary Data, 2021

Table 4 shows that 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.
1. Q-Square (Predictive Relevance)

Q-Square (Predictive Relevance) measures how well the observed values produced by the
estimation model and its parameters are. Q-Square value > 0 indicates the model has good
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predictive relevance. The value of Q-Square (Predictive Relevance) can be calculated as follows.
Q2=1-(1-R%)(1-R?)
Q2=1-(1-0,649) (1-0,931)
Q2=1-(0,351) (0,069)
Q2=1-(0,024)
Q2 =0,976 or 97,6%

Calculation of Q-Square (Predictive Relevance) produces a value of 97.6% which means
that the model has a very good value. This means that 97.6% of the relationship between
variables can be explained by the model while the remaining 2.4% is explained by other
variables outside the model. Based on the results of the calculations above R2 and Q2, it can be
continued with the analysis of hypothesis testing

Hypothesis test
Direct Effects

The existence of significance in the estimated parameters can be used to see the
relationship between variables in the study. For hypothesis testing, it is done by looking at the
value of the path coefficients presented in Table 5. Hypothesis testing is evaluated by looking at
the p-value. P-value is less than 0.05, then the research hypothesis can be accepted.

Table 5.
Path Coefficients

Sample Standard Deviation T Statistics

Coefficient Mean (M) (STDEV) (IO/STDEV)) P Values
M-Y 1,043 1,044 0,043 24,460 0,000
X-Y -0,099 -0,101 0,048 2,072 0,039
X-M 0,806 0,802 0,053 15,089 0,000
X1-Y -0,021 -0,017 0,052 0,412 0,680
X.1-M 0,151 0,146 0,126 1,197 0,232
X2-Y 0,003 0,003 0,045 0,077 0,939
X.2-M 0,150 0,140 0,116 1,293 0,197
X3-Y -0,066 -0,065 0,036 1,856 0,064
X.3-M -0,024 -0,027 0,074 0,330 0,741
X4-Y -0,034 -0,043 0,067 0,515 0,607
X4 -M 0,590 0,602 0,130 4,524 0,000

Primary Data, 2021

Information:

Y = Investment Decision
M = Financial Literacy
X = Sociodemographic
X.1 = Revenue
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X.2 = Age
X.3 = Gender
X.4 = Education

Based on Table 5, it is known that the effect of financial literacy (M) on investment
decisions (Y) has a coefficient value of 1.043 and a p-value of 0.000. Because the coefficient
value is positive and the p-value is less than 0.05 then H3 is accepted, so it can be concluded that
financial literacy (M) has a significant positive effect on investment decisions (Y). The influence
of sociodemographic (X) on investment decisions (Y) has a p-value of 0.039. Because the p-
value is less than 0.05, H1 is accepted so that it can be concluded that sociodemographic (X) has
a significant effect on investment decisions (Y). The influence of sociodemographic (X) on
financial literacy (M) has a p-value of 0.000. Because the p-value is less than 0.05, H2 is
accepted, so it can be concluded that sociodemographic (X) has a significant effect on financial
literacy (M).

Partially the influence of sociodemographic income (X.1) on investment decisions ()
has a p-value of 0.680. Because the p-value is more than 0.05, partially sociodemographic
income (X.1) has no effect on investment decisions (Y). The influence of sociodemographic age
(X.2) on investment decisions (Y) has a p-value of 0.939. Because the p-value is more than 0.05,
partially sociodemographic age (X.2) has no effect on investment decisions (Y).

The influence of sociodemographic gender (X.3) on investment decisions (Y) has a p-
value of 0.064. Because the p-value is more than 0.05, partially sociodemographic gender (X.3)
has no effect on investment decisions (Y). The influence of sociodemographic education (X.4)
on investment decisions (Y) has a p-value of 0.607. Because the p-value is more than 0.05,
partially sociodemographic education (X.4) has no effect on investment decisions ().

Partially the influence of sociodemographic income (X.1) on financial literacy (M) has a
p-value of 0.232. Because the p-value is more than 0.05, partially sociodemographic income
(X.1) has no effect on financial literacy (M). The effect of sociodemographic age (X.2) partially
on financial literacy (M) has a p-value of 0.197. Because the p-value is more than 0.05, partially
sociodemographic age (X.2) has no effect on financial literacy (M). The influence of
sociodemographic gender (X.3) partially on financial literacy (M) has a p-value of 0.741.
Because the p-value is more than 0.05, partially sociodemographic age (X.3) has no effect on
financial literacy (M). The influence of sociodemographic education (X.4) partially on financial
literacy (M) has a p-value of 0.00. Because the p-value is less than 0.05, partially
sociodemographic education (X.4) has a significant effect on financial literacy (M).

Indirect Effect

This analysis aims to determine the significance of the indirect relationship between
sociodemographic variables on investment decisions mediated by financial literacy variables.
The results of the analysis are presented in table 6.
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Table 6. Indirect Effect

Standard

- Sample . T Statistics
Coefficient Mean (M) E)Se_:_/ggs/r)l (IO/STDEV]) P Values
X-M-Y 0,841 0,839 0,077 10,945 0,000
X1-M-Y 0,155 0,151 0,131 1,189 0,235
X2-M-Y 0,154 0,144 0,119 1,295 0,196
X3-M-Y -0,025 -0,028 0,076 0,331 0,741
X4-M-Y 0,606 0,622 0,144 4,217 0,000

Primary Data, 2021

Based on Table 6, the results of t-value the indirect effect of sociodemographic variables
on investment decisions are 10.945 and p-values are 0.000. Because p-values are less than 0.05,
H1 is accepted. These results indicate that there is an indirect relationship between
sociodemographic variables and investment decisions mediated by financial literacy.

Partially, the results of t-value the indirect effect of sociodemographic income on
investment decisions are 1.189 and p-values are 0.235. Because the p-values are more than 0.05,
these results show that financial literacy is partially unable to mediate the sociodemographic
influence of income on investment decisions.

The result of t-value the indirect effect of sociodemographic age on investment decisions
is 1.295 and p-values are 0.196. Because p-values are more than 0.05, these results indicate that
financial literacy is partially unable to mediate the influence of sociodemographic age on
investment decisions.

The results of t-value the indirect effect of gender sociodemographic on investment
decisions are 0.331 and p-values are 0.741. Because p-values are more than 0.05, these results
indicate that financial literacy is partially unable to mediate the influence of sociodemographic
gender on investment decisions.

The result of t-value the indirect influence of sociodemographic education on investment
decisions is 4.217 and p-values are 0.00. Because p-values are more than 0.05, these results
indicate that there is an indirect relationship between sociodemographic education and
investment decisions mediated by financial literacy.
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Figure 2. Path Diagram of SEM-PLS

CONCLUSION

Financial Literacy in mediating the influence of sociodemographic on investment decisions. The
results of this study can also provide empirical evidence that sociodemographic effect investment
decisions mediated by financial literacy. In addition, this research can also contribute to the
science of financial management, especially about the factors that influence investment decisions
made by stock investors. Sociodemographic conditions of investors as well as a good level of
financial literacy will result in stock investors having effective investment decisions when
investing in stocks in the capital market.

The results of this study can provide an overview to stock investors about the importance of
understanding financial literacy in investing in stocks. Investors with a high level of education
cannot affect the effectiveness of the investments made, but when investors have a high level of
education and understand financial literacy, it will cause investors to be more effective in making
stock investment decisions. Investors who have a high level of education and have a good level
of financial literacy will be more considerate of risks, concepts, knowledge and understanding of
finance which will make investors able to prevent or avoid possible risks of loss in investing in
stocks such as capital loss. In addition, by understanding financial literacy, investors will be able
to obtain benefits such as more optimal capital gains so that the role of financial literacy in stock
investment will be very important to optimize profits and minimize the risks of losses that may
occur.

Based on the results of this study, it was found that financial literacy is able to mediate the
influence of education on investment decisions so that investors who want to invest in stocks,
apart from having a high level of education, should also have good financial literacy. Having a
good level of financial literacy will make investors able to consider risks, concepts, knowledge
and understanding of finance which will later enable investors to prevent or avoid possible risks
of loss in investing in stocks so that the profits obtained will be more optimal.

This research is limited to examining the role of financial literacy in mediating the influence of
sociodemographic on investment decisions, further research is expected to be able to add other
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variables that are also able to strengthen the financial system and improve people's welfare so
that research will be more recent. Further research is also expected to be able to add other
sociodemographic factors such as marital status, occupation, years of service and other
demographic factors so that it will make the research more interesting to study.
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