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Islamic Financial Literacy and its Influence on Investment
Decisions Through Student Financial Behavior
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Abstract. The Financial Services Authority survey 2019 shows an Islamic
financial literacy rate of 8.93% and has not been evenly distributed in every
sector, especially in the capital market. The capital market Islamic financial
inclusion index also has the lowest among other sectors. This study aims to analyze
the level of Islamic financial literacy of students of the FEM IPB University and
its influence on investment decisions through financial behavior with descriptive
analysis and SEM-PLS methods. The results show the average level of Islamic
financial literacy of respondents is 81.17%. Islamic financial literacy influences
investment decisions and financial bebavior. Then, financial bebavior directly
influences investment decisions. It also mediates the influence of Islamic financial
literacy on investment decisions. The other finding indicates that gender has
no influence, while income has a positive and significant effect on investment
decisions.

Keywords: financial behavior; investment decision; Islamic financial literacy;

SEM-PLS

Abstrak. Survei Ororitas Jasa Keuangan 2019 menunjukkan tingkat literasi
keuangan syariah sebesar 8,93% dan belum merara di setiap sekrornya terutama
pada pasar modal. Indeks inklusi keuangan syariah pasar modal juga memiliki
nilai terendah di antara sektor lain. Penelitian ini bertujuan menganalisis tingkat
literasi keuangan syariah mahasiswa FEM IPB University dan pengaruhnya
terhadap keputusan investasi melalui perilaku keuwangan dengan metode analisis
deskriptif dan SEM-PLS. Hasil penclitian menunjukkan rata-rata tingkat
literasi keuangan syariah responden adalah 81,17%. Literasi keuangan syariah
berpengarub terhadap keputusan investasi dan perilaku keuangan, kemudian
perilaku keuangan berpengarub langsung terhadap keputusan investasi dan
mampu memediasi pengarub literasi keuangan syariah terbadap keputusan
investasi. Ditemukan pula bahwa jenis kelamin tidak memiliki pengarub,
sementara pendapatan berpengarub positif dan signifikan terhadap keputusan
investasi.

Kata kunci: literasi keuangan Syariah; keputusan investasi; perilaku keuangan;

SEM-PLS

"Coresspondent Author
1:2IPB University, Indonesia
E-mail: 'fitrianarahman99@gmail.com, “arsyianti@apps.ipb.ac.id


mailto:fitrianarahman99%40gmail.com?subject=
mailto:arsyianti%40apps.ipb.ac.id?subject=

Al-Iqtishad: Jurnal Ilmu Ekonomi Syariah (Journal of Islamic Economics)
290 Vol. 13 (2), Jul-Des 2021

Introduction

Islam in its teachings attaches great importance to knowledge. The virtue
of knowledge is widely explained in the Qur'an and Hadith, one of which is in
the hadith “Seeking knowledge is obligatory for every Muslim male and female
Muslim” (HR. Ibn Abdil Barr). A Muslim is obliged to study as a guide in every
aspect of life, both in worship and muamala, including in financial transactions
(Biplob and Abdullah 2019). For this reason, financial knowledge in Islam is an

important aspect to consider to maintain Islamic maqasid (Lahsasna 2016).

Financial literacy according to the Financial Services Authority (FSA) is
insight, skills, and trust that affect the quality of decision-making and financial
management to achieve prosperity (OJK 2016). From an Islamic perspective,
financial literacy is a person's knowledge and understanding of the concepts of
money, debt, savings, spending, zakat, and transactions that are allowed and
prohibited (Lahsasna 2016).

The FSA National Survey of Financial Literacy and Inclusion (NSFLI) in
2019 showed growth in Indonesia's financial literacy rate, from 29.7% in 2016 to
38.03%. Likewise, the level of Islamic financial literacy grew from 8.1% to 8.93%.
These results can be interpreted that out of every 100 Indonesian people, only
about 9 people have good knowledge of Islamic finance (well literate) (OJK 2016).

Geographically, the level of Islamic financial literacy in Indonesia is still
not evenly distributed in each region. The Islamic financial literacy index in the
provinces in the Sumatra and Java islands is mostly better than other regions. On
the island of Java itself, West Java Province is in the last position of the Islamic
financial literacy index, even below the national average of 4.7% (OJK 2016).
In addition, when viewed based on the financial services sector, the results of
the 2016 FSA NSFLI also show the inequality of the Islamic financial literacy
index in each sector. Banks have the highest Islamic financial literacy index of
6.6. Then followed by the insurance sector, pawnshops, and financial institutions.
The capital market sector is the sector with the lowest literacy index as visualized

in Figure 1.

As a country with a Muslim majority population, Indonesian people's
understanding of Islamic finance is still very limited, especially in the capital
market sector. This will have an impact on financial behavior because a person's
financial behavior is influenced by their financial knowledge (Xiao et al., 2007).

Financial behavior relates to how individuals use, control, and treat their

financial resources. Financial literacy and behavior determine a person's financial
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decision-making, including investment decisions. The relationship between
financial literacy and investment decisions is significant and positive. This means
that with a low level of understanding, financial behavior in making investment
decisions will also be worse (Pranyoto et al., 2018).

Figure 1: Islamic Financial Literacy Index by The Financial Services Sector

m Islamic Financial Literacy

6,6
6
5
4
3 2,5
1,6
| B
O 2 :

Banking Insurance Pawnshop Financial Capital
Institutions Market

N

Source: Financial Services Authority, 2016

The ratio of Islamic investors based on data from the Indonesia Stock
Exchange (IDX) in mid-2020 was 6.1% of the total investors on the IDX.
This figure has increased but is still relatively low, considering the total Muslim
population of Indonesia which reaches 87% (BPS 2010). The Directorate of Islamic
Capital Markets at FSA formulated a Roadmap for the Islamic Capital Market for
the period 2020 to 2024 as a strategy for developing the Islamic capital market.
There are four points of development direction in the roadmap, one of which
is increasing the literacy and inclusion of the Islamic capital market. The action
plan in the program is to provide education and assistance through seminars and
workshops. In addition, FSA also cooperates with several universities in issuing the
Islamic Capital Market Module for Higher Education, with the hope of increasing
student understanding and preparing competent graduates to meet the needs of
the Islamic capital market industry in Indonesia (OJK 2020). Students are also
expected to be able to have a role in increasing capital market investment because
they tend to have basic investment knowledge (Nursing and Son 2015).

West Java ranks third in the number of students after Banten and East Java

(Kemenristekdikti 2019). IPB University is a State University in Bogor, West Java
with the number of registered students in 2019 reaching 28,015 with 16,711
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undergraduate students (IPB University, 2019). In addition, IPB University is
also in the first position of the best Indonesian campus based on the results of
the higher education clustering of the Ministry of Education and Culture so it is
expected to have a good level of financial literacy (Kemendikbud 2020).

Several studies regarding the level of financial literacy of IPB students include
research Fadly (2019), which shows that the level of financial literacy of IPB
undergraduate students is classified as sufficient literate. Then research Purba (2020)
regarding capital market literacy, also shows that the capital market knowledge of
IPB undergraduate students is 51% or is classified as sufficient literate. However,
the two studies discussed conventional financial literacy, not focusing on Islamic
financial literacy.

Different from previous research, this study intends to analyze the level of
Islamic financial literacy of students and their influence on investment decisions
through financial behavior. More specifically, this research is focused on students
of the Faculty of Economics and Management (FEM) IPB University. This is
because in this faculty students have been equipped with general economics and
management knowledge. In this faculty, there is also a Department of Islamic
Economics, which is one of the universities that participated in compiling the
Islamic capital market module with FSA. The rest of the paper is organized in the
following sequence: in the next section, the literature review. The research method
and data, on which the analysis is conducted, are presented in Section 3. Section
4 discusses the results. Lastly, section 5 concludes the paper.

Literature Review

According to Financial Services Authority Regulation Number 76 financial
literacy is knowledge, skills, and beliefs, which influence attitudes and behavior
to improve the quality of decision making and financial management to achieve
prosperity. Islamic financial literacy is the development of financial literacy by
paying attention to Islamic law (POJK 2016). According to Rahim (2016) Islamic
financial literacy is the ability of individuals to apply financial insight, as well as
the ability to control their financial resources so as not to violate Islamic teachings

(Rahim et al. 2016).

Several indicators in assessing Islamic financial literacy were adapted from
Chen and Volpe's financial literacy indicators, namely basic knowledge of Islamic
finance, knowledge of Islamic savings and loans, knowledge of Islamic insurance,

and knowledge of Islamic investment (Chen and Volpe 1998). Financial literacy
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is important because a high level of financial knowledge will have implications
for one's expertise in optimizing the time value of money. This will then have
implications for increasing profits so that they can improve their standard of living
(Yushita, 2017). Financial literacy will also affect a person's financial behavior
(Xiao et al., 2007).

According to Ricciardi and Simon (2000) financial behavior is a combination
of three disciplines, namely psychology, sociology, and finance. Financial behavior
relates to how individuals use, control, and treat their financial resources. The
more responsible a person's financial behavior is, the more effective his financial
management will be, such as preparing a budget, saving and managing expenses,
investing, and paying bills on time (Nababan and Sadalia 2012). A person's financial
literacy and behavior influence individual financial decisions, including investment

decisions (Pranyoto et al. 2018).

An investment decision is a decision to distribute funds in a certain form of
investment, to generate profits within a certain period time. Investment decisions
are closely related to the process of choosing a form of investment that is considered
more profitable from several existing options. In the consumer decision model,
there are several stages in the decision-making process (Bray 2008) namely
need recognition, information search, alternative evaluation, purchase decision,
consumption, post-consumption evaluation, and divestment. In investment
decisions, the three basic investment decisions of a person are return, risk, the
relationship between return and risk (Tandelilin 2012).

In addition to knowledge and behavior, demographic factors also influence
investment decisions. Baruah and Parikh (2018) identified six demographic factors,
namely age, gender, marital status, education, profession, and income. Meanwhile,
according to Lewellen, Lease and Schlarbaum (1977) in (Ariadi et al. 2015),
which includes demographic factors are gender, income, age, and education. The

demographic factors that will be examined in this study are gender and income.

Confidence in men when investing is relatively greater than women. In
addition, women's divided focus on many things also makes women have a lower
risk tolerance than men (Violeta and Linawati 2019). Individual investor data
in the 2019 FSA Islamic capital market development report shows that there are

more male individual investors than female investors in each Islamic capital market
instrument (OJK 2019).

Ikeobi and Arinze's research found that income is one of the most influencing

factors of all investment objectives. Merawati and Putra (2015) also stated that
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income is a consideration in investment decisions in students. This is due to
the higher the amount of income, the interest in investing someone also tends
to increase. So does research Ariadi et al. (2015) which indicates a significant
relationship between student income obtained from parents and investment.

Methods

The data used in this study is primary data sourced from the results of
distributing questionnaires to respondents by google form. The questionnaire is one
of the data collection instruments, which is obtained through filling out questions
or research statements by respondents (Sugiyono 2013). Secondary data is used
as support and obtained from literature studies through various references such as
journals, previous research, OJK publications and other sources related to research
topics.

The location for data collection was adjusted to the respondents, namely
on the IPB campus located on Dramaga, Bogor, West Java and online. Data
collection took place from March 2021 to April 2021. The research sample
used a purposive sampling technique. According to Sugiyono (2013) Purposive
sampling is one of the sampling techniques through certain considerations. The
provisions of the research sample are active undergraduate students of the Faculty
of Economics and Management IPB University, have completed the general
competency education program, Muslim, and are willing to be respondents.
The number of samples obtained based on the Slovin formula is a minimum

of 96 people.

Before the research, it is necessary to do some questionnare testing. A Validity
test is used to determine whether or not an indicator in the questionnaire is valid.
The Validity test is carried out through SPSS software by calculating the correlation
coeflicient (r) and comparing it with the value of r table, if r count > r table then
it is valid. Meanwhile, reliability is a test conducted to measure the consistency
or reliability of a questionnaire in measuring a research variable. The instrument
reliability test criteria use a limit of 0.6 if cronbach alpha is greater than 0.6 then
the question is declared reliable (Sugiyono, 2013). The results of the validity and
reliability tests are presented in Table 1.

Communality is the percentage of item variance that can explain the
construct of the measure. This test is carried out for each indicator of the
latent variable. The value of the tested indicator must meet the requirements of
communality, which is more than 0.5 (Widhiarso 2009). Based on the results
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of the communality test, two items have a communality value < 0.5, namely
a statement regarding the understanding of maysir and a statement regarding
financial behavior in providing emergency funds so that both items must be

removed from the model.

Table 1: The Results of The Validity and Reliability Test

Variable Number of Number of Valid Cronbach's
Questions Questions Alpha
Islamic Financial Literacy 20 17 0.741
Financial Behavior 6 5 0.651
Investation decision 7 7 0.684

Source: Primary data, processed 2021

Descriptive Statistical Analysis

Descriptive statistics is a statistical analysis by interpreting the obtained
original data without making conclusions (Sugiyono, 2013). Descriptive analysis
in this study is useful for describing research variables, namely Islamic financial
literacy based on respondents’ answers. The category of Islamic financial literacy
level of FEM IPB students refers to three categories of financial literacy by Chen
and Volpe (1998) namely low, medium, and high. The selection of the reference
category is adjusted to the indicators used in this study because the Chen and
Volpe indicators cover financial knowledge in various sectors. In addition, the
research subjects at Chen and Volpe are also students so that it is matched with
this study. Determination of categories based on respondents' answers with the

weight distribution for each category is presented in Table 2.

Table 2: Category of Islamic Financial Literacy Level

Islamic financial literacy category Percentage
High 80.00

Medium 60.00-79.00
Low <60.00

Source: Chen dan Volpe (1998)
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Partial Least Square Analysis - Structural Equation Model (SEM-PLS)

Ghozali (2008) in Haryono (2016) defines the structural equation model
(SEM) as a second-generation multivariate analysis technique that can measure
the relationships between complex variables to describe the overall model
comprehensively. In general, SEM is divided into two types, namely covariance-

based SEM and variant-based SEM.

Table 3: SEM-PLS Model Assessment Criteria

Model test Output Criteria
Convergent validity: > 0.7 but the value of 0.5 — 0.6 is
Loading factor still tolerable
AverageVariance > 0.5
Extracted (AVE)

Outer model

(indicator) The value of loading the target

Discriminant validity:
Cross loading construct > the value of cross-loading

with other constructs

Composite reliability

> 0.7

SRMR

< 0.1

Parameter coefficients and
T-statistics

T-statistics >1.65 and >1.96 at
a significance of 10% and 5%,
respectively.

R-square 0.67 good
Inner model 0.33 moderate
(Hypothesis testing) 0.19 weak
Q2 . prediction relevance Q2>0
F-square 0.35 big
0.15 moderate
0.02 small
Opverall model Goodness of Fit (GoF) 0.36 big

0.25 moderate

0.1 small

Source: Haryono (2016), Cock (2020)

The type of SEM used in this study is variant-based SEM with Partial Least
Square (PLS) technique. The purpose of SEM-PLS is to test the prediction of the

relationship between latent variables, based on the existence of a relationship or
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influence between these latents. SEM-PLS is not based on many assumptions such
as the assumption of normality, wherein research on attitudes, human behavior data
normality is difficult to fulfill (Haryono 2016). In addition, the sample size does
not have to be large. In the SEM-PLS two types of models that must be evaluated.
First, the measurement model or outer model to measure the relationship between
latent variables and their indicators. Second, the structural model or inner model
is a simultaneous regression model consisting of several variables, either exogenous,
endogenous, intervening, or moderating (Haryono 2016). The assessment criteria
for each model are presented in Table 3.

The reseacth model is visualized in Figure 2.

Figure 2: Research Model
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Results and Discussion

Characteristics of Respondents

The respondents of this research are active students of the Faculty of

Economics and Management, IPB University. The number of respondents who

filled out the research questionnaire was 148 people. However, 18 of them

are invalid, so that the remaining 130 respondents are eligible for analysis.

Characteristics of respondents include gender, study program, income, investment

gallery membership, and investment behavior.

Table 4: Characteristics of Respondents

Characteristics Information Amount (person) Percentage (%)
Gender Male 32 24.6
Female 98 75.4
Study program Islamic Economics 72 55.4
Non-Islamic Economic 58 44.6
Income < Rp800,000 46 35.4
IDR 800,000 - IDR 1,000,000 37 28.5
IDR 1,000,001 — IDR 1,500,000 24 18.5
IDR 1,500,001 23 17.6
Investment gallery  Yes 9 6.9
membership Not 121 93.1
Investment behavior Yes (Islamic) 36 27.7
Yes (Conventional) 16 12.3
Yes (Both) 13 10
Not 65 50
Islamic investment  Islamic Mutual Funds 30 41.7
instruments Islamic Stock 18 25
Islamic Deposit 14 19.4
Sukuk 7 9.7
Others 3 4.2

Source: Primary data, processed 2021
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Based on Table 4, the majority of respondents are female, namely 98
people or 75.4%, while male respondents are 32 people or 24.6%. Most of
the respondents came from the Islamic economics study program, amounting to
72 people or 55.4%, while the respondents from non-Islamic economics study
programs amounted to 58 people or 44.7%. Then for the average income per
month, most respondents are in the range of less than Rp. 800,000.00 with a total
of 46 people or 35.4% and the least in a range of more than Rp. 1,500,001.00,
namely 23 people. or 17.6%.

In the investment gallery membership characteristics, only 9 respondents
(6.9%) are members of the investment gallery while the remaining 121 respondents
(93.1%) are not members of the investment gallery. The percentage of respondents
who have not invested is 50% and those who invest purely in Islamic are 27.7%.
This means that the interest of FEM IPB University students in investing still
needs to be increased. Of the types of Islamic investment instruments owned by
respondents, the most popular instrument is Islamic mutual funds, which is 41.7%,
followed by Islamic shares at 25%, Islamic deposits at 19.4%, then sukuk at 9.7%
and other instruments at 4.2%.

Islamic Financial Literacy for FEM IPB University Students

The level of Islamic financial literacy of FEM IPB University undergraduate
students was obtained from filling out questionnaires by 130 respondents who
were then grouped based on Chen and Volpe's criteria. The results of the Islamic
financial literacy level of S1 FEM IPB University students are presented in
Figure 3.

Figure 3: The Level of Islamic Financial Literacy of FEM IPB University Students

53,85% — - 46,15%

s Low = Medium =High

Source: Primary data, processed 2021
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Based on Figure 3, the level of Islamic financial literacy of FEM IPB
University students is shown in a donut diagram and is divided into three
categories. The donut chart shows that there are 53.58% of students belonging
to the high category which is dominated by respondents who come from the
Islamic economics study program, income Rp. 80.000,00 - Rp. 1.000.000.000,00.
Individuals with a high level of financial literacy can be interpreted that individuals
who are able to make financial decisions and are responsible for their actions

(Chen and Volpe 1998).

Meanwhile, 46.15% of students belonging to the medium category are
dominated by students who come from non-Islamic economics study programs,
have an income of less than Rp. 800,000.00 and do not invest. Individuals who
fall into this category are considered to have an understanding of finances but
their financial management abilities are still limited(Akmal and Saputra 2016).

Investment gallery membership status hardly gives any difference in
respondents' Islamic financial literacy. 56% or five of the nine respondents
who are members or have been members of the investment gallery have high
Islamic financial literacy, while the remaining 44% have medium Islamic financial
literacy. Of the respondents who are not members of the investment gallery,
54% of respondents have high Islamic financial literacy and the remaining 46%

are medium.

From the results of this study, there were no FEM IPB University students in
the low category, which was defined as individuals who tended to think negatively
about finances and make wrong decisions. The average level of Islamic financial
literacy for undergraduate students of FEM IPB University is 81.17%. This shows
that the level of Islamic financial literacy of FEM IPB University students is in
the high category but is still close to the minimum limit of the high category. The
highest score obtained by the respondents was 96.88% and the lowest score was

67.19%. The average Islamic financial literacy based on indicators can be seen in

Table 5 below.

Based on Table 5, the average Islamic financial literacy level of students
based on basic knowledge of Islamic finance is 92.31% or classified as the high
category. From the two aspects of the statement, the majority of respondents
answered correctly. This is because all respondents are Muslim so they already have
knowledge of the legal basis and principles in Islamic finance.
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Table 5: Islamic Financial Literacy of Respondents Based on Financial
Literacy Indicators

No Statement

Financial literacy rate (%)

Low Medium High
< 60 60 - 79 80

Basic knowledge of Islamic finance
1. LKS1.1 96.54
2. LKS1.2 88.08

Average 92.31
Knowledge of Islamic savings and loans
1. LKS2.1 89.42
2. LKS2.3 83.65
3. LKS2.4 80.77
4. LKS2.5 73.85

Average 81.92
Knowledge of Islamic insurance
1. LKS3.1 90.00
2. LKS3.2 70.77
3. LKS3.3 82.12
4. LKS3.4 82.12
5. LKS3.5 84.81

Average 81.96
Knowledge of Islamic investment
1. LKS4.1 87.50
2. LKS4.2 94.23
3. LKS4.3 47,50
4. LKS4.4 92.69
5. LKS4.5 54.62

Average 75.31

Source: Primary data, processed 2021
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The average level of Islamic financial literacy based on knowledge of Islamic
savings and loans is in the high category (81.92%) but is close to the minimum
threshold for the high category. The LKS2.1 statement regarding Islamic savings
products has the highest value of 89.42% this is because Islamic savings products
are in great demand by students. Meanwhile, the aspect of the financing system
(LKS2.5) has the lowest score of 73.85% or is classified as a medium category.
Of the four existing statements, students' knowledge of Islamic savings is higher
than knowledge of loans or financing,.

The knowledge of Islamic insurance for FEM IPB University students has
an average of 81.96% which is classified as high but is still close to the minimum
limit for the high category. The highest value is found in the principle aspect of
Islamic insurance (LKS3.1) which is 90.00%. Meanwhile, aspects regarding the
concept of Islamic and conventional insurance (LKS3.2) have the lowest score of
70.77% and are still classified as medium. This can be interpreted that students
have knowledge of Islamic insurance but do not understand the difference in

concepts between Islamic insurance and conventional insurance.

The last indicator is Islamic investment knowledge. The average Islamic
investment knowledge of FEM IPB University students is 75.31% and is still in
the medium category. The highest score was obtained from the aspect of Islamic
capital market principles (LKS4.2), which was 94.23%. Meanwhile, the aspect of
Islamic investment supervision (LKS4.3) and Islamic stock index (LKS4.5) are
still classified as the low category with respective values of 47.50% and 54.62%.
Overall, the indicator of Islamic investment knowledge in FEM IPB University

students has the lowest average so that it needs to be improved.

Structural Equation Model Analysis — PLS (SEM-PLS)
Measurement Model Evaluation (Outer Model)
Convergent Validity

Convergent validity the model is evaluated based on the value of the loading
factor with an assessment criterion of > 0.7 but if the value ranges from 0.5 to
0.6 it can still be tolerated (Haryono, 2016). The loading factor describes the
correlation of the indicator to the latent variable, the higher the correlation, the
better the level of validity of the indicator. After testing, the model with indicators
that meet the criteria is presented in Figure 4.
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Figure 4: Loading Factor Test Results
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Next, looking at the Average Variance Extracted (AVE) value with a value
criterion of > 0.5. The test results show that the AVE value of all variables meets
the criteria with the largest value of 1,000 on the gender and income variables and
the smallest value of 0.501 on the Islamic financial literacy variable. So based on the
loading factor and AVE values, the model meet the criteria for convergent validity.
1. Discriminant Validity

The assessment of discriminant validity is seen based on the cross-loading
value which is declared good if the correlation value of the indicator with the
intended latent must be greater than the correlation value of the indicator
with other latents. Based on the test results, all indicators meet the criteria
for discriminant validity.

2. Composite Reliability

The latent variable reliability test is carried out by measuring the composite
reliability value with the criteria must be > 0.7. From the test results, the
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composite reliability value of all variables is above 0.7 so it can be concluded

that all variables have good reliability.

Table 6: Composite Reliability Test Results

Composite Reliability

Islamic financial literacy 0.833
Gender 1,000
Income 1,000
Investation decision 0.833
Financial behavior 0.750

Source: Primary data, processed 2021

3. The Standardized Rootmean Square Residual (SRMR)

The SRMR value is used to see the approximate fit of this research model. Model
fit criteria if it has an SRMR value of at least less than 0.1. The SRMR value in
this research model is 0.088, so it can be said that this study has a good model.

Structural Model Evaluation (Inner Model)

1. Path Coefficient
The significance value in this study is 5% or 0.05. A variable is said to have a
significant relationship if it has a p-value of less than 0.05 or t-statistic value
greater than the t-table of 1.96. The results of the path coeflicient test of the
research model are shown in Table 7.

Table 7: Path Coeficient Test Results

Original

Sample (’lroT;;,t]l;t];(‘::) P Values

0)
Islamic financial literacy = Investment decisions 0.200 2,627 0.009
Islamic financial literacy = Financial behavior 0.294 3,398 0.001
Financial behavior = Investment decisions 0.212 3.042 0.002
Gender = Investment decision -0.030 0.470 0.638
Income — Investment decisions 0.516 7,210 0.000

Source: Primary data, processed 2021
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Based on Table 7, it is concluded that out of the five variable paths, there is
one path variable that is not significant, namely the gender variable to the
investment decision variable because its t-statistic value lower than 1.96 and a

p-value of more than 0.05. While the other four variable paths are significant.
2. R-square test

The R-square value serves to explain how much the endogenous variable can be
explained by the exogenous variable (Haryono, 2016). The standard R-square
value consists of several categories, namely the value of 0.67 is good, 0.33
is moderate, and 0.19 is weak. The R-square value of the financial behavior
variable is 0.086, meaning that the Islamic financial literacy variable can
explain its influence on the financial behavior variable by 8.6% while 91.4% is
explained by other variables outside the model studied. The investment decision
variable has an R-square value of 0.461, meaning that the variables of Islamic
financial literacy, financial behavior, gender, and income can simultaneously
explain its influence on investment decisions by 46.1% and the remaining
53.9% is explained by other variables outside the model. researched.
3. Q-square Prediction Relevance
Q-square results are said to be good if the value is more than zero, meaning
that the exogenous variable is good or able to predict the endogenous. Based
on the test results, the Q-square value of the investment decision variable is
0.242 and the financial behavior variable is 0.026 so it can be concluded that
all variables have good predictive relevance.
4. f-square test

The f-square test is used to see whether the effect of the exogenous latent variable
on the endogenous latent variable has a substantive effect(Haryono, 2016). The
criterion value is the value of 0.02 small effect, 0.15 moderate effect, and 0.35

large influence. The results of the f-square values are presented in Table 8.

Table 8: f-square Test Results

f-square
Islamic Financial Literacy = Investment Decision 0.066
Islamic Financial Literacy = Financial Behavior 0.095
Financial Behavior = Investment Decision 0.075
Gender = Investment Decision 0.002
Income = Investment Decision 0.447

Source: Primary data, processed 2021
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Combined Model Evaluation (Goodness of Fit (GoF))
The GoF index value ranges from 0 to 1 with an interpretation of 0.1

GoF small, 0.25 moderate GoF, and 0.36 large GoF (Haryono, 2016). The GoF

calculation is as follows:

GoF = VAVE x R = /0,714 % 0,273 = 0,441

From the results of these calculations, it can be concluded that the GoF
value of the model belongs to the large GoF category. This means that this research
model is strong enough to explain research variables and is able to validate the

overall model.

Hypothesis Interpretation

After the model meets the evaluation criteria for each model, it can be
continued to interpret the research hypothesis. The output to be interpreted is
the result of the bootstrapping model on SmartPLS which is presented in Table
9 below.

Table 9: Boorstrapping Results

Original T Statistics P Values
Sample (O) (JO|STDEV)

Path Coefficients

Islamic financial literacy = Investment decisions 0.200 2,627 0.009
Islamic financial literacy = Financial behavior 0.294 3,398 0.001
Financial behavior = Investment decisions 0.212 3.042 0.002
Gender — Investment decision -0.030 0.470 0.638
Income — Investment decisions 0.516 7,210 0.000
Specific Indirect Effects

Islamic financial literacy — Financial behavior — 0.062 2.044 0.042
Investment decisions

Total Effects

Islamic financial literacy = Investment decisions 0.263 3,444 0.001

Source: Primary data, processed 2021

Testing the path coeflicients of Islamic financial literacy towards investment
decisions shows significant results with a t-statistic value of 2.627 or greater than

http://journal.uinjkt.ac.id/index.php/iqtishad
DOI: 10.15408/aiq.v13i2.22005


http://journal.uinjkt.ac.id/index.php/iqtishad

Fitriana Rahman. Islamic Financial Literacy And its Influence on Investment 307

1.96. The direction of the relationship seen from the original sample is positive with
a value of 0.200. This means that with increasing knowledge of Islamic finance, the
investment decisions of FEM IPB University students will also increase. The results
are consistent with Kurniawan et al (2019) and Upadana and Herawati (2020).
Pranyoto et al (2018) also found the same thing, namely financial understanding
has direct implications for individual investment decision making.

The second hypothesis related to the relationship between Islamic financial
literacy and financial behavior resulted in a significant relationship with a t-statistic
of 3.398 (> 1.96) and a p-value of 0.001 or less than 0.05. Then from the original
sample value, it is known that the direction of the relationship between the two is
positive with a coefficient of 0.294. Research Atmaningrum et al (2021)also show
similar results, namely that there is a unidirectional and significant relationship
between financial knowledge and financial behavior. As in Dwiastanti (2015), when
the individual's knowledge of finances is good, their financial management will also
be better so that they can achieve prosperity. Therefore, adequate financial literacy

is needed as a guide to financial behavior.

In the path coeflicients of financial behavior on investment decisions, the
t-statistic value is 2.212 or greater than the t-table 1.96. That is, the investment
decisions of FEM IPB University students are significantly influenced by their
financial behavior. Then, the direction of a positive relationship is also obtained,
namely the more positive the student's financial behavior, the more appropriate
investment decisions are made. Research Kurniawan et al (2019) and research
Upadana and Herawati (2020) also identify the same.

In the path coefficients results, obtained results that are not significant on
the gender path to investment decisions because the t-statistic value is 0.638 or
less than the t-table 1.96. This means that there is no gender difference in the
investment decisions of FEM IPB University students. This result contradicts the
research Violeta and Linawati (2019) and Ariadi et al. (2015)which shows that
gender influences a person's investment decisions. However, several studies agree
with the results of this study, such as Wahyuni and Pramono (2021) and Senda et
al (2020), that there is no influence between gender and one's investment decisions.
In this study, this could be due to the similarity of the age range and level of
education taken by both male and female respondents, so that the information
obtained tends to be the same.

The path coefficient test of income on investment decisions shows significant
results with a t-statistic value of 7.210 and a p-value of 0.000. The direction of

the influence of income on investment decisions is positive at 0.516, meaning
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that the increase in respondents' income will be accompanied by an increase in
investment decisions. These results are in line with research Violeta and Linawati
(2019). Likewise in research Safryani et al (2020).

Testing the intervening variable relationship is done by looking at the
specific indirect effects output. The results of specific indirect effects in Table 22,
show a significant positive influence of Islamic financial literacy on investment
decisions through financial behavior with a t-statistic value of 2.044. In this study,
Islamic financial literacy affects investment decisions either directly or through
financial behavior. Therefore, it can be concluded that financial behavior is able
to mediate the effect of Islamic financial literacy on investment decisions partially
(partial mediation). The total effect seen through the total output effects indicates
the relationship of Islamic financial literacy to investment decisions is significant
with a t-statistic value of 3.444 and the original sample value has increased from
0, 200 becomes 0.263. These results are supported by research Kurniawan et al
(2019) and research Audini et al (2020) who found that financial behavior was
able to mediate the effect of financial literacy on investment decisions with a

positive influence.

Conclusion

Based on this study, it can be concluded that the level of Islamic financial
literacy of FEM IPB University students is divided into two categories, namely
46.15% of students belonging to medium and 53.85% of students belonging
to high. The average level of Islamic financial literacy for FEM IPB University
students is 81.17% or classified as high category, but still close to the minimum
limit of high category. Islamic financial literacy has a positive and significant effect
on investment decisions and financial behavior. Then financial behavior has a
positive and significant direct effect on investment decisions and is able to mediate
the influence of Islamic financial literacy on investment decisions in part (partial
mediation). In addition, it was also found that the demographic factor of gender
had no significant effect on investment decisions. Meanwhile, income has a positive

and significant effect on investment decisions.

With this research, OJK and IPB University can make FEM students,
especially from Islamic economics study programs as educational agents for
students and other communities with Islamic financial literacy that is relatively
high. But before that, the equalization of Islamic financial literacy for each

financial services sector also needs to be considered. Islamic investment companies
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can cooperate with universities to increase the interest in Islamic investment of
students, one is through the use of investment galleries. The further research can
be developed by expanding the scope of research, as well as adding variables that
are not included in this study such as religiosity, psychological factors, or other
demographic factors.
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