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ABSTRACT

This study aims to test and analyze the influence of financial behavior, overconfidence, and risk perception on financial literacy and investment 
decisions in the millennial generation in Jakarta. This study was conducted using quantitative methods, structural equation modeling, and assisted by 
the Smart PLS 4.0 program with a total of 100 respondents with an average age of 25-35 years. The structural model was evaluated using R-square 
for dependent constructs, Stone-Geisser Q-square test for Q2 predictive relevance, and significance test of structural path parameter coefficients. The 
results of this study can be an input in the development of investment behavior theory, especially investment decision-making, as well as the mediation 
role of financial literacy in these relationships on individual millennial investors in the Jakarta area. The study found that financial behavior and 
overconfidence significantly impact the financial literacy of the Millennial Generation in Jakarta, while overconfidence did not. It is recommended 
that Millennial investors focus on improving their financial literacy, risk perception, and financial behavior to influence investment decisions, while 
avoiding overconfidence.

Keywords: Investment Decision, Financial Literacy, Financial Behavior, Overconfidence, Perceived Risk 
JEL Classifications: G11, G41, G53, D14

1. INTRODUCTION

The capital market is an activity related to public offering and 
securities trading, public companies related to the securities 
it issues and professional institutions related to securities 
(Endri et al., 2024). This is as mentioned in Law Number 8 
of 1995 Article 1 Number 13. The capital market has a vital 
role for the economy of a country, because functionally the 
capital market is a means of business funding or a means for 
companies to obtain funds from the investor community. The 
capital market is also functionally a means for the public to 
invest in financial instruments. Thus, capital owners, both 
individual investors and business entities, can channel funds to 
the capital market as a means of investment, and entrepreneurs 
can obtain additional capital funds to develop and expand their 
business networks from investors in the capital market (Cipto 
et al., 2024).

Investment activities in the capital market are closely related 
to the determination of investment decisions by an investor. An 
investment decision is a policy taken on two or more alternatives 
to investment in the hope of getting returns in the future (Razak 
et al., 2020; Hariharan et al., 2020).

In making investment decisions, an investor seeks to make decisions 
rationally. However, over time, investor psychology factors also 
influence investment decisions. Investors are expected to be able to 
make rational decisions in order to get returns that are in accordance 
with what they want. A rational attitude is a person’s thinking attitude 
that is based on reason and proven by existing data and facts. The 
participation of traits, likes, emotions and other things that are in 
humans can make humans behave irrationally (Pham, 2007).

Based on data published by the Financial Services Authority as of 
July 14, 2021, the investment alert task force (SWI) has stopped 
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11 entities suspected of carrying out business activities without 
a permit from the competent authority. As well as duplicating 
or on behalf of licensed entities so that they have the potential 
to harm the community. Therefore, there are many factors that 
must be considered by every investor in order to avoid risks that 
may arise to losses in investing. One of the factors that can affect 
financial decisions is financial behavior. Financial behavior is 
behavior related to the application of financial use. Sudindra and 
Naidu (2018) stated that financial behavior can be seen from four 
main areas, namely: Saving, shopping, borrowing, and investing. 
Financial behavior is constructed by various ideas and assumptions 
from economic behavior to determine alternatives to several 
options with the aim of reducing errors in investment decision-
making. The choice of decisions taken is related to the involvement 
of the interaction of traits, emotions, preferences and various things 
inherent in human beings as intellectual and social beings. Mittal 
(2022) revealed that behavior is very important when making wise 
investment decisions and different from Hala et al. (2020) stated 
that financial behavior has no effect on investment decisions.

In addition to a person’s financial behavior, human psychological 
influences or known as behavioral finance also have an influence 
on the investment decision-making process. One of the 
behavioral finance factors is overconvidence, overconfidence, 
including biased aspects that can affect investment decisions. 
Overconfidence is a feeling of excessive trust in the ability and 
knowledge possessed in making investments. When a person has 
excessive confidence, it will be more frequent in investing (Aren 
and Nayman Hamamci, 2023). This is due to the confidence in the 
abilities and knowledge possessed by investors. Overconfidence 
will later affect the stock market because there are more and 
more selling and buying activities. Lakshmi and Minimol (2016) 
state that overconfidence can affect investment decisions. This is 
because respondents are confident that they have the ability to do 
so without looking at what risks will be accepted when investing. 
Rahman and Gan (2020) revealed thar overconfidence has a 
negative effect on investment decisions. This shows that the higher 
the overconfidence that an investor has, the lower the accuracy of 
investment decisions, making investors underestimate the level 
of mistakes made. Therefore, the ability, success, and accuracy of 
information are considered too high by overconfident investors.

When making a decision to invest, an investor must be able to 
pay attention to what risks will be accepted when deciding to 
invest. Risk perception has an important role in human behavior 
related to decision-making that is in uncertain conditions. In this 
case, risk perception needs to be considered in making investment 
decisions, especially for investors who are inexperienced in 
business investment, not just business profitability (Costa et al., 
2019; Nasr et al., 2019; Mandagie et al., 2024). Ainia and Lutfi 
(2019) found that risk perception had a significant positive effect 
on investment decisions, while Nguyen et al. (2019) revealed that 
risk perception had no effect on investment decisions. In this study, 
risk perception is based on the beliefs, considerations, attitudes 
and approaches of investors towards risk attributes in investment 
products, which can be adjusted to other aspects of investment, 
such as profitability. This means that the perception of tolerable 
risk can influence investment decisions.

People who have the intention to invest are ideally based on good 
financial knowledge or financial literacy, so that their financial 
decisions have a clear direction (Susanto et al., 2020). Financial 
literacy is a combination of awareness, knowledge, skills, attitudes, 
and behaviors necessary to make financial decisions and to achieve 
financial success (Munyuki and Jonah, 2022). Financial literacy in 
general gives rise to the ability to make the right business decisions 
in using and managing money better. Adequate financial literacy 
has a positive influence on a person’s financial behavior, especially 
in allocating finances appropriately (Mappanyukki et al., 2024). 
Weak financial literacy can lead to reduced financial sustainability 
due to poor business decision-making, leading to business failure. 
Low financial literacy can lead to poor financial results (Plakalović, 
2012). Hassan Al-Tamimi and Anood Bin Kalli (2009) found that 
financial literacy had a significant positive effect on investment 
decisions, while Baihaqqy et al. (2020) revealed that financial 
literacy variables had no effect on investment decisions. However, 
in an investment, financial behavior and psychological conditions 
such as overconfidence that are not balanced with financial literacy 
will plunge into financial failure. Therefore, financial literacy is 
suspected to be able to mediate the influence of investors’ behavior 
and psychological conditions in making investment decisions. Jain 
et al. (2023) found that investment decisions can be well influenced 
by the quality factor of a person’s overconfidence if mediated by 
financial literacy. Rehmat et al. (2023) also found that financial 
literacy can mediate the relationship between risk perception and 
a person’s overconfidence in investment decisions.

From the description of the phenomenon and some of the studies 
above, there is a research gap that is the focus of researchers, namely 
there are pros and cons to the results of the research from the influence 
between variables, namely overconfidence, financial behavior, risk 
perception, and also financial literacy on financial decisions. In 
addition, there are no research results that have found that financial 
literacy can mediate other factors besides risk perception and 
overconfidence factors. Therefore, this study will conduct research on 
the influence of these variables by including the mediation effect of 
financial literacy in the influence of risk perception, financial behavior 
and overconfidence on financial decisions as previously conducted by 
previous research. Based on this, the main focus of this study is the 
influence of financial literacy, risk perception, financial behavior, and 
overconfidence on investment decisions in the millennial generation 
in the Jakarta area. So it can be concluded that research is now new, 
original, and has never been done before. This study aims to test and 
analyze the influence of financial behavior, overconfidence, and risk 
perception on financial literacy and investment decisions, as well 
as the mediation role of financial literacy in these relationships, on 
individual millennial investors in Jakarta.

2. LITERATURE REVIEW

2.1. Investment Decision
Investment decisions are the decisions of a person or company 
to manage financial resources through an investment mechanism 
with the aim of achieving the expected profit results in a certain 
period of time. This investment decision can be seen from 
several main indicators, including: Capital borrowing, capital 
participation, business expansion, determination of time and 
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method of investment, determination of the amount of investment 
funds, and determination of investment instruments (Fatmawatie 
and Endri, 2022).

2.2. Financial Literacy
Financial literacy is the ability to make various careful 
considerations and take effective actions in relation to the use 
and management of money in the present and future (Lusardi and 
Mitchelli, 2007). Financial literacy can be seen from several main 
indicators, namely: the ability to understand financial choices, 
the ability to plan for future finances, the ability to find the right 
source of financial knowledge, the ability to save money, and the 
ability to borrow and pay loans (Annas et al., 2024).

2.3. Financial Behavior
Financial behavior can be seen from four areas, namely: Saving, 
shopping, borrowing, and investing (Sudindra and Naidu, 2018). 
A person who has the habit of saving, shopping, and borrowing 
is usually less positive about running a business, while someone 
who is used to investing tends to be able to develop a business 
well. This habit is based on good financial literacy. So, financial 
behavior in the form of habits to invest is influenced by financial 
literacy, and ultimately affects investment decision-making.

2.4. Overconfidence
Overconfidence is explained as excessive confidence in reasoning 
and judgment, they consider their abilities above the average of 
other investors (Lambert et al., 2012). An investor behaves in a 
biased oveconfidence because of the limited information received, 
which makes investors feel that they have superior abilities and 
knowledge than other investors. An investor who is overconfident 
generally expects positive results from the investment decisions 
taken, investment returns will be associated with the skills 
possessed more than the skills of other investors but if they 
experience negative results obtained, overconfident investors 
associate it with unfavorable conditions. It can be concluded that 
overconfidence is an investor’s overconfident behavior, so that the 
investor is confident and believes that their views and knowledge 
so that the information they get is ignored by them. This high 
self-confidence causes individuals to estimate too highly of the 
knowledge they have.

2.5. Risk Perception
Risk perception is the perception of a person or company about 
the chance of a risk event on the financial resources invested in a 
certain period of time (Vlaev et al., 2009). This risk perception can 
be seen from several leading indicators, including: Consideration 
of the need to seek more detailed clarification on investment risks, 
consideration of expertise and past experience when investing, 
investors’ perspective on the position of financial assets in 
investment, investors’ beliefs regarding the opportunity of risk 
events, perception of the level of tolerance for risk, and evaluation 
of risks and returns from investment decisions (Endri et al., 2019).

2.6. Hypothesis Development
2.6.1. Financial behavior and financial literacy
Andarsari and Ningtyas (2019) found that financial behavior 
affects financial literacy. Susilowati et al. (2020) financial behavior 

and financial literacy to questionnaires in the National Survey 
of Consumer Finance. They made the behavior-based financial 
practice index into four variables: Cash flow management, 
credit management, savings, and investment behavior, then they 
compared the index to financial literacy scores and found that those 
with higher levels of financial literacy also had higher financial 
practice index. This shows that there is a positive relationship 
between financial behavior and financial literacy.

H1: Financial behavior has a positive impact on the financial 
literacy of the millennial generation in Jakarta.

2.6.2. Overconfidence and financial literacy
Overconfidence refers to the attitude or behavior of investors who 
have excess confidence in making decisions (Singh et al., 2024). 
Investors with overconfidence behavior feel that they have more 
abilities than other investors and will have a bad effect on their 
portfolio by underestimating information or risks that may be 
faced. Overconfidence is a particular concern for planners because 
there are a number of possibilities that this has the potential to 
negatively impact financial decisions. There is evidence of a 
behavioral problem where overconfident investors trade more and 
make lower profits (De Zwaan et al., 2017).

H2: Overconfidence has a positive impact on the financial literacy 
of the millennial generation in Jakarta.

2.6.3. Risk perception and financial literacy
Risk perception plays a very important role in human behavior, 
in this case it has to do with decision-making in uncertain 
circumstances. People view a risky situation if they have the 
potential to suffer losses due to poor decisions that have been 
made, especially to financial conditions. So, risk perception is 
a person’s consideration of risky conditions that depend on a 
person’s characteristics and psychological condition. Priscilla 
and Saleh (2023) found that individuals who have the ability to 
rationally perceive risks in making investment decisions will have 
adequate financial literacy. Investment risk perception is very 
important for investors in making investment decisions because 
it relates to individual knowledge, skills, and beliefs.

H3: Risk perception has a positive impact on the financial literacy 
of the millennial generation in Jakarta.

2.6.4. Financial behavior and investment decisions
Financial behavior is constructed by various ideas and assumptions 
from economic behavior to determine alternatives to several 
options with the aim of reducing errors in investment decision-
making. The choice of decisions taken is related to the involvement 
of the interaction of traits, emotions, preferences and various 
things inherent in human beings as intellectual and social beings. 
Chaudhary (2013) found that behavior is very important when 
making wise investment decisions while Astuti et al. (2022) revealed 
that financial behavior has no effect on investment decisions. Based 
on this understanding, the following hypothesis can be formulated.

H4: Financial behavior has a positive impact on the investment 
decisions of the millennial generation in Jakarta.
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2.6.5. Overconfidence and investment decisions
When a person has excessive confidence, it will be more frequent 
in investing. This is due to the confidence in the abilities and 
knowledge possessed by investors. Overconfidence will later affect 
the stock market because there are more and more selling and 
buying activities. Dittrich et al. (2005) proved that overconfidence 
can affect investment decisions. This is because respondents are 
confident that they have the ability to do so without looking at what 
risks will be accepted when investing. Rahman and Gan (2020) 
found that overconfidence has a negative effect on investment 
decisions. This shows that the higher the overconfidence that an 
investor has, the lower based on this understanding, the following 
hypothesis can be formulated.

H5: Overconfidence has a positive impact on the investment 
decisions of the millennial generation in Jakarta.

2.6.6. Risk perception and investment decisions
Perception is an aspect of thinking through the five senses that is 
influenced by information and then influences consideration. In this 
case, risk perception is a person’s way of interpreting risks that are 
different from estimates or thoughts and reality. Risk perception 
plays a very important role in human behavior, in this case it has 
to do with decision-making in uncertain circumstances. People 
view a risky situation if they have the potential to suffer losses 
due to poor decisions that have been made, especially to financial 
conditions. Thus, risk perception is a person’s consideration 
regarding risky conditions that depend on the characteristics and 
psychological conditions of a person (Williams and Noyes, 2007). 
Risk perception is assumed to influence investment decisions 
that the higher a person’s risk perception, the more people avoid 
allocating funds to high-risk assets and prefer low-risk assets 
(Hoffmann et al., 2015; Nguyen et al., 2016). Investors who 
have a lower risk perception tend to choose to invest in high-risk 
ventures when compared to low-risk deposits (Aren and Zengin, 
2016). This shows that the perception of low risk plays a vital role 
in encouraging investors to make investment decisions. Based on 
this understanding, the following hypothesis can be formulated.

H6: Risk perception has a positive impact on millennial investment 
decisions in Jakarta.

2.6.7. Financial literacy hypothesis mediates financial behavior, 
overconfidence and risk perception of investment decisions
Financial literacy in general gives rise to the ability to make the 
right business decisions in using and managing money better. 
Adequate financial literacy has a positive influence on a person’s 
financial behavior, especially in allocating finances appropriately 
(Robb and Woodyard, 2011). Weak financial literacy can lead to 
reduced financial sustainability due to poor business decision-
making, leading to business failure. In an investment, financial 
behavior and psychological conditions such as overconfidence that 
are not balanced with financial literacy will plunge into financial 
failure. Therefore, financial literacy is suspected to be able to 
mediate the influence of investors’ behavior and psychological 
conditions in making investment decisions. Jain et  al. (2023) 
found that investment decisions can be well influenced by 
the quality factor of a person’s overconfidence if mediated by 

financial literacy. Rehmat et al. (2023) also found that financial 
literacy can mediate the relationship between risk perception and 
a person’s overconfidence in investment decisions. Based on this 
understanding, the following hypothesis can be formulated:
H8: Financial literacy mediates the influence of financial behavior 
on the investment decisions of the millennial generation in Jakarta
H9: Financial literacy mediates the influence of overconfidence 
on millennial investment decisions in Jakarta
H10: Financial literacy mediates the influence of risk perception on 
the investment decisions of the millennial generation in Jakarta.

3. METHODS

This research was conducted using quantitative methods, structural 
equation modeling (SEM), and assisted by the Smart PLS 4.0 program 
with a total of 100 respondents with an average age of 25-35 years. 
The researcher tested the investment decision model in the millennial 
generation in Jakarta as a population. Survey data from this study was 
collected by distributing questionnaires to 100 respondents who had 
been designated as a sample of the millennial generation who had 
become investors. The data analysis method in this study uses an 
appropriate quantitative approach because the variables of interest are 
difficult to manipulate and participants cannot be assigned randomly. 
The research uses field surveys and PLS-based SEM analysis with the 
Smart PLS program, which is strong in overcoming the distribution 
of abnormal data and small samples. Descriptive analysis is used 
to process questionnaire data, while the measurement model (outer 
model) evaluates the validity and reliability of the construct. The 
inner model describes the relationship between latent variables, with 
evaluation through R-square, predictive relevance, and bootstrap 
hypothesis testing. The mediation test was carried out to test the 
influence of mediation variables on the relationship between variables.

4. RESULTS AND DISCUSSION

4.1. Results
4.1.1. Evaluation of the measurement model (outer model)
Based on the results of the questionnaire to 100 respondents, the 
following results were obtained:

Based on the results of the questionnaire to 100 respondents, the 
following results were obtained.

From the results of the analysis shown by Figure 1, it shows that 
as many as 38 of the total variables, as many as 38 items have a 
value >0.5. To be able to see more clearly the value of the loading 
factor, the financial literacy data is presented in Table 1.

Based on Table 1 that the loading factor value of all variables is 
above 0.5, then nothing is issued. To be able to see more clearly 
the value of the loading factor, the financial behavior data is 
presented in Table 2.

Based on Table 2 that the loading factor value of all variables is 
above 0.5, then nothing is issued. To be able to see more clearly 
the loading factor value, the exogenous construct data of risk 
perception is presented in Table 3.
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Figure 1: Outer model test results. Source: Results of data processing and using Smart PLS, 2023

Table 2: Value of exogenous construct loading factor 
financial behavior
Code Loading factor
X2.1 0.641
X2.2 0.662
X2.3 0.655
X2.4 0.541
X2.5 0.771
X2.6 0.625
Source: Data processed 2023

Table 3: Value of the variable loading factor perceived 
risk perception
Code Loading factor
X3.1 0.564
X3.2 0.714
X3.3 0.624
X3.4 0.519
X3.5 0.781
X3.6 0.668
X3.7 0.726
X3.8 0.726
X3.9 0.636
X3.10 0.914
Source : Data processed in 2023

Table 1: The value of financial literacy loading factor
Code Loading factor
X1.1 0.502
X1.2 0.500
X1.3 0.558
X1.4 0.763
X1.5 0.732
X1.6 0.756
X1.7 0.723
X1.8 0.690
X1.9 0.809
X1.10 0.736
Source: Data processed 2023

Table 3 shows that the loading factor value of all variables is 
above 0.5, then nothing is issued. To be able to see more clearly 
the value of the loading factor, the exogenous construction data 
overconfidence is presented in Table 4.

Table 4 shows that the loading factor value of all variables is 
above 0.5, then nothing is issued. To be able to see more clearly 
the value of the loading factor, the exogenous construct data of 
the investment decision is presented in Table 4.

Table 5 shows that the loading factor value of all variables is above 
0.5, then nothing is issued.

It is a cross loading factor value that is useful for finding out 
whether the construction has adequate discrimination, namely by 
comparing the loading value on the intended construction must 
be greater than other values. With the standard value for each 
construct must be >0.5. Based on Table 6, the cross loading value 
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on each construct has a value of more than 0.5. This shows that the 
manifest variable in this study has correctly explained the latent 
variable and proves that all items are valid.

The structural model was evaluated using R-square for dependent 
constructs, Stone-Geisser Q-square test for Q2 predictive relevance, 
and significance test of structural path parameter coefficients. The 
normality test is carried out to see whether a data is normally 
distributed or not. The method used is Kolmogorov-Smirrnov to 
determine whether the data used is normal or not, so the results 
of the normality test are found as follows:

The results R2 in Table 7 show that the value of R2 the investment 
decision is 0.471. This value shows that financial literacy, 
overconfidence, financial behavior, and risk perception have an 
effect on the investment decision variable by 47.1% and the rest 
(52.9) are influenced by other variables outside the variables in 
this study. R2 financial literacy was 0.322; the value showed that 
overconfidence, financial behavior, and risk perception had an 
effect on the financial literacy variable by 32.2% and the rest 
(67.8) was influenced by other variables outside the variables in 
this study.

Table 8 presents statistical tests to prove the acceptance or rejection 
of a hypothesis by referring to the significance value between 
constructs, t-statistics and p-value. In this way, the measurement 
estimate and standard error are no longer calculated based on 
statistical assumptions, but based on empirical observations. In the 

bootstrapping method in this study, the hypothesis is accepted if 
the significance value of the t-value is greater than 1.68 and/or the 
p-value is less than 0.05, then Ha is accepted and Ho is rejected 
and vice versa. The results of the coefficient test for each variable, 
both direct and indirect influences of the 10 formulated hypotheses 
prove that seven Ho are rejected, and three Ho are accepted.

4.2. Discussion
Table 9 presents a summary of statistical tests on the ten hypotheses 
regarding both direct and indirect effects mediated by financial 
literacy on investment decisions.

Based on the results of the research, there is a direct influence 
of financial behavior on the financial literacy of the millennial 
generation in Jakarta. These results confirm those who found 
that students’ saving behavior has an impact on financial 
literacy. Financial literacy in the form of knowledge of financial 
management in general, knowledge of savings and loans, 
investment, and insurance affects the behavior of the millennial 
generation. The higher the knowledge, the more likely students 
are to have better financial behavior. Individuals can decide, 
plan, and prepare their finances for the future (Nurhayati et al., 
2023). Financial planning that has been determined will make it 
easier for them to take financial actions and behaviors that are in 
accordance with the main priorities of the plan (Susilowati et al., 
2020). Empirical findings support research from Andarsari and 
Ningtyas (2019), Rahman et al. (2021) that found that a person 
with high financial literacy will have an excellent financial 
attitude for the millennial generation in Jakarta. They also show 
excellent and rational financial behavior. People who show that 
attitudes are positively correlated with financial behavior. found 
that financial literacy learned during university studies can shape 
financial behavior. Financial literacy is very decisive in a person’s 
decision-making because it considers the financial risks that will be 
faced for the decisions they make. These financial decisions will 
be useful in the future, so one can minimize their financial risks. 
Millennials with high financial literacy are more realistic in taking, 
they are financially educated and can eliminate the possibility of 
taking inappropriate and excessive risks (Lambert et al., 2023).

Based on the results of the research, overconfidence has no effect 
on the financial literacy of the millennial generation in Jakarta. 
Overconfidence refers to the attitude or behavior of investors who 
have excess confidence in making decisions (Qasim et al., 2019). 
Investors with overconfidence behavior feel that they have more 
abilities than other investors and will have a bad effect on their 
portfolio by underestimating information or risks that may be 
faced. Overconfidence is a particular concern for planners because 
there are a number of possibilities that this has the potential to 
negatively impact financial decisions. This research is in line 
with the results of the research De Zwaan et al. (2017) results that 
overconfidence does not have an effect on financial literacy due to 

Table 4: Value of the loading factor variable 
overconfidence
Code Loading factor
Y1.1 0.625
Y1.2 0.553
Y1.3 0.787
Y1.4 0.738
Y1.5 0.688
Y1.6 0.776
Y1.7 0.591
Source: Data processed 2023

Tabel 6: Cross loading factor
Variable Validity results Conclusion
Investment decision 0.921 Reliable
Financial literacy 0.937 Reliable
Overconfidence 0.695 Reliable
Financial behavior 0.624 Reliable
Risk perception 0.832 Reliable
Source: Primary data processed, 2023

Table 5: Value of the loading factor variable of investment 
decision
Code Loading factor
Z1 0.606
Z2 0.683
Z3 0.593
Z4 0.610
Z5 0.634
Source: Data processed 2023

Tabel 7: R‑square
Variable R‑square R‑square adjusted
Investment decision 0.471 0.449
Financial literacy 0.322 0.301
Source: Processed data, 2023
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behavioral problems where investors who are overconfident trade 
more and get lower profits.

Based on the results of the research risk perception has an effect on 
the financial literacy of the millennial generation in Jakarta. Risk 
perception plays a very important role in human behavior, in this 
case it has to do with decision-making in uncertain circumstances. 
People view a risky situation if they have the potential to suffer 
losses due to poor decisions that have been made, especially to 
financial conditions. So, risk perception is a person’s consideration 
of risky situations that depend on a person’s characteristics and 
psychological condition. The results of the research conducted 
by Priscilla and Saleh (2023) stated that individuals who have the 
ability to rationally perceive risks in making investment decisions 
will have adequate financial literacy. Investment risk perception 
is very important for investors in making investment decisions 
because it relates to individual knowledge, skills, and beliefs.

Based on the results of the research, financial literacy has an effect 
on the investment decisions of the millennial generation in Jakarta. 

Financial literacy refers to an individual’s ability to analyze and 
manage personal finances (Seraj et al., 2022). This means that in 
this case, the indicators contained in financial literacy have made 
a sufficient contribution as their role to influence investment 
decisions. Thus, it can be interpreted that financial literacy has 
a significant favorable influence on investment decisions. Some 
researchers state that financial literacy has an effect on investment 
decisions (Hashmi et al., 2023; Priangga and Purwanti, 2024; 
Rahman et al., 2021; Susilowati et al., 2020). Financial literacy is 
essential to enable people to make rational investment decisions 
so that they can manage their finances effectively. Individuals 
or investors who are not financially literate make irrational 
investment decisions that lead to financial losses.

In this study, it is known that the majority of millennials in Jakarta 
have a fairly good basic knowledge of finance, savings and loans, 
investment and insurance. In accordance with these results, the 
subjects in this study are at a level with their knowledge of good 
finance. Therefore, financial literacy has a positive effect on 
investment decisions, meaning that the higher the financial literacy 
of the millennial generation, the better the investment decisions 
will be. The level of financial literacy is important because 
individuals are likely to make an investment decision. By having 
a good level of financial literacy, individuals tend to be wiser and 
better at managing their assets so that they can provide useful 
feedback in supporting individual finances.

Based on the results of the study, financial behavior has no effect 
on the investment decisions of the millennial generation in Jakarta. 
So this result is in line with the results of research conducted by 
Arianti (2018) found state that financial behavior has no effect on 
investment decisions, but is different from research conducted by 
Chaudhary (2013) proved that behavior is very important when 
making wise investment decisions. Hala et al. (2020) revealed 
that financial behavior does not have a significant influence on 
investment decisions. In this case the indicators contained in 
economic behavior, namely financial planning, financial budgeting, 
financial management and financial savings, do not contribute 
significantly in their role to influence investment decisions. Thus, 
it can be interpreted that financial behavior has no effect on 
investment decisions in the millennial generation in Jakarta.

Based on the results of the research, Overconfidence has no 
influence on the investment decisions of the millennial generation 

Table 8: Results t‑statistics
Hypothesis Original 

sample (O)
Sample 

mean (M)
Standard deviation 

(STDEV)
T statistics 

(|O/STDEV|)
P‑values

Financial behavior>Financial literacy 0.370 0.390 0.128 2.886 0.004
Overconfidence>Financial literacy −0.128 −0.127 0.132 0.966 0.334
Risk perception>Financial literacy 0.346 0.359 0.150 2.302 0.021
Financial literacy>Investment decisions 0.204 0.202 0.097 2.115 0.035
Financial behavior>Investment decisions 0.137 0.142 0.135 1.018 0.309
Overconfidence>Investment decisions 0.264 0.260 0.142 1.867 0.069
Risk perception>Investment decisions 0.251 0.261 0.168 1.491 0.125
Financial behavior>Financial literacy>Investment decisions 0.076 0.081 0.051 2.470 0.042
Overconfidence>Financial literacy>Investment decisions 0.026 −0.020 0.027 2.981 0.027
Risk perception>Financial literacy>Investment decisions 0.071 0.068 0.041 2.741 0.024
Source: Processed data, 2023

Table 9: Recapitulation of research results
Hypothesis Results of Testing Information
H1 Financial behavior affects financial 

literacy
Accepted

H2 Overconfidence affects financial literacy Rejected
H3 Risk perception affects financial literacy Accepted
H4 Financial literacy affects investment 

decisions
Accepted

H5 Financial behavior affects investment 
decisions

Rejected

H6 Overconfidence affects investment 
decisions

Rejected

H7 Risk perception affects investment 
decisions

Rejected

H8 Financial literacy can mediate the 
influence  
of financial behavior on investment 
decisions

Accepted

H9 Financial literacy can mediate the 
influence  
of overconfidence on investment 
decisions

Accepted

H10 Financial literacy can mediate the 
influence  
of risk perception on investment 
decisions

Accepted
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in Jakarta. This result is in line with the results of research 
conducted by Rahman and Gan (2020) found that overconfidence 
negatively affecting investment decisions, but contrary to the 
results of research that states that Lakshmi and Minimol (2016) 
proved that overconfidence can affect investment decisions. Based 
on the table above, there is the highest indicator, namely, “I believe 
that your expertise and knowledge of the stock market can help 
outperform the market” with a mean value of 3.85. Next there is 
the lowest indicator, namely “I feel always lucky to invest in the 
best deals” with a mean value of 3.46. This shows that the higher 
the overconfidence that an investor has, the lower the accuracy of 
investment decisions, making investors underestimate the level 
of mistakes made.

Based on the results of the research risk perception has no influence 
on the investment decisions of the millennial generation in Jakarta, 
this result is in line with the study by Aren and Zengin (2016) found 
that investors who have a lower risk perception tend to choose 
to invest in high-risk businesses when compared to deposits with 
low risk. However, this result is different from Hariharan et al. 
(2000) revealed that the higher a person’s risk perception, the more 
people avoid allocating funds to high-risk assets and prefer low-
risk assets. In this study, risk perception is assumed to influence 
investment decisions according to Hoffmann et al. (2015) and 
Nguyen et al. (2016). The higher a person’s risk perception, the 
more people avoid allocating funds to high-risk assets and prefer 
low-risk assets (Fatmawatie et al., 2024). Investors who have a 
lower risk perception tend to choose to invest in high-risk ventures 
when compared to low-risk deposits (Mandagie et al., 2024). 
This shows that the perception of low risk plays a vital role in 
encouraging investors to make investment decisions.

Based on the results of the research, financial literacy can be 
a mediator between financial behavior, overconfidence, and 
risk perception for the investment decisions of the millennial 
generation in Jakarta. These results can prove that financial literacy 
can mediate financial behavior, overconfidence and risk perception 
of the financial choices of the millennial generation in Jakarta. 
This result is also in line with the research of Jain et al. (2023) and 
Pratiwi et al. (2020) which found that investment decisions can be 
well influenced by the quality factor of a person’s overconfidence 
when mediated by financial literacy. In addition, Dinarjito (2023) 
in his research also found that financial literacy can mediate the 
relationship between risk perception and a person’s overconfidence 
in investment decisions.

Hashmi et al. (2023) has found that financial literacy can 
mediate the relationship between risk perception and a person’s 
overconfidence in investment decisions. Investments have many 
risks, such as economic risk, compliance risk, security, and fraud 
risk, financial risk, reputation risk, and operational risk. As an 
investor, it is very important to recognize your personal risk 
perception because the perception of risk may differ from one 
person to another. In line with risk perception, financial literacy 
can motivate investors to start investin (Priscilla and Salegh, 2023). 
Investors with higher financial literacy will have a better attitude 
in dealing with investment risks and the greater the motivation 
to save, the better the investor’s behavior in making investment 

decisions (Raut, 2020). Therefore, financial literacy can mediate 
risk perceptions and investment decisions.

5. CONCLUSION

This study examines the influence of financial behavior, 
overconfidence, and risk perception on financial literacy and 
investment decisions in the millennial generation in Jakarta. 
This study was conducted using quantitative methods, SEM, 
and assisted by the Smart PLS 4.0 program with a total of 100 
respondents with an average age of 25-35 years.

The study found that financial behavior and risk perception 
significantly impact the financial literacy of the millennial 
generation in Jakarta, while overconfidence did not. Financial 
literacy significantly influences investment decisions, but it can 
mediate the influence of these factors. It is recommended that 
millennial investors focus on improving their financial literacy and 
risk perception to influence investment decisions, while avoiding 
overconfidence. Strengthening financial literacy is crucial as it 
mediates the influence of these factors on investment decisions.
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