M
B

Emotional intelligence, sociodemographic, and investment
decision: the moderating effect of financial literacy

Jurnal Manajemen dan Bisnis, Volume 22, No 2 (September 2023)

Nindi Vaulia Puspita!, Aida Azlina Mansor?, Kartika Yuliari

1Economic Faculty, Kadiri University, Kediri, Indonesia
2Department of Entrepreneurship and Marketing Studies, University Teknologi Mara, Selangor,
Malaysia

Corresponding author: Nindi Vaulia Puspita, email: nindi.vaulia@unik-kediri.ac.id

Received: October 22, 2022; Accepted: May 5™, 2023; Published: September
151, 2023
DOI: http://dx.doi.org/10.24123/[mb.v22i2.630

Abstract

This study aims to determine the impact of emotional intelligence, socio-
demographic factors on investment decisions and financial literacy as well as the
moderating variables of emotional intelligence and other factors. Socio-
demographics on investment decisions. The research object is the Investor
Saham Pemula Community (ISP), a sample of 106 investors. The analytical
technique used in this study uses the help of the data processing application
Smart PLS 3.0. Research results indicate that emotional intelligence has a
positive and significant impact on investment decisions; Sociodemographic do
not influence investment decisions; Emotional intelligence plays a positive and
important role in investment decisions that are moderated by financial literacy; a
positive and significant social demographic on investment decisions moderated
by financial culture.

Keywords: Emotional intelligence, sociodemographic, financial literacy,
investment decisions

Introduction

Investments decisions always take into account the risks and returns that
apply to investments. Traditional (neoclassical) economists assume that investor
behavior is basically able to make decisions based on very logical and
transparent considerations (Sivaramakrishnan et al., 2017). In fact, humans often
make mistakes due to misperceptions, excessive self-confidence and
emotions(Dhiman & Raheja, 2018). In 1990, the science of behavioral finance
developed as economists began to recognize the influence of human behavior
on investment decision making (Alteza & Harsono, 2021).

Campbell & Shiller (1988) assumes that investors will act rationally by
valuing stocks based on the company's fundamental value. Meanwhile, irrational
investors will value stocks without conducting fundamental or technical analysis.
Research Campbell & Shiller (1988) on investors' uncontrolled actions due to
psychological factors, namely fear, greed and panic; Hirshleifer et al.,
(2003)found that overcast and cloudy weather led to the appearance of negative
investors' mood so that the stock buying and selling indicators became more
sluggish; Cao & Wei (2005) found that lower temperatures increase the
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aggressive behavior of investors so that they are more willing to take risks in
making investment decisions. Investors' irrational actions when making
investment decisions in the capital market are influenced by investors' emotions.

The theory of behavioral finance, based on an applied psychology
approach, seeks to understand how emotions and cognitive biases influence the
behavior of investors when they invest (Pradhana, 2018). The relationship
between cognitive and behavior is also explained by Salehi & Mohammadi (2017)
whose contention implies that investors as human beings can be classified into:
(a) intuitive types whose decision making are based on their instincts); (b)
emotional types whose action are based upon their emotions; and (c) rational
type who focus on the reasons behind things.

Emotional Intelligence is the ability to process emotional information, which
specifically involves perception, blending, understanding, and processing
emotions (Mayer et al., 2008). In short, emotional intelligence is the ability of
humans to recognize and interpret their emotions, use them, and integrate them
effectively for optimal reasoning and problem solving.

Research by Ahmad (2018) and Beadnell et al. (2017) showed that
emotional intelligence (EI) has a significant relationship with investment decisions
and is effective when making decisions related to long-term financial returns. The
study by Tang et al. (2018) revealed that emotional intelligence is part of a
person's general consciousness and that this part is related to decisions that lead
to stock price fluctuations. Dhiman and Raheja (2018) suggested that there is a
significant relationship between emotional intelligence, behavioral biases and
investment decisions of investors. Investors who score high on emotional
intelligence invest more in the stock market. Research by Sashikala & Chitramani
(2017) suggests that emotional stability is a factor that affects the investment
decision-making process.

Salehi & Mohammadi's (2017) different studies on emotional intelligence,
thinking style, and investment decision making do not influence each other. This
study is consistent with Muttath & Menachery's (2018) study, which confirms that
there is no significant difference between high and low emotional intelligence in
making investment decisions to own stocks.

The theory of reason action proposed by Ajzen & Fishbein (1977) related to
the psychology of people's behavior because it is influenced by two factors,
namely endogenous factors (self) and exogenous factors (environment). One of
the exogenous factors that influence investment decisions is sociodemographic
factors (Sartika & Humairo, 2021)

Praba's (2016) study found that investors in India said all six socio-
demographic factors included in the study, age, gender and income, had a
significant relationship with their decisions. intend to invest. Research conducted
by Wubie et al. (2015) confirm that socio-demographic factors, including
employment, do not influence investment decisions. Wahyuni & Pramono (2021)
argue that age and education level are demographic factors that influence
investment decisions. Meanwhile, gender, marital status and occupation do not
affect investment decisions.

Planning investment decisions will be more mature and avoid losses while
investing When an individual is planning to invest, that individual must have good
financial knowledge so that his or her financial decisions are effective. clear
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direction (Sartika & Humairo, 2021). Research conducted by Putri et al. (2019),
Nutia & Agung (2021) and Fazal Hadi (2017) show that the higher a person's
level of financial literacy, the better their investment decision-making behavior.

Abdeldayem (2019) conducted a study titled Financial Knowledge and
Other Factors Influencing Individual Investment Decisions: Evidence from a
developing economy (Pakistan) to determine the level of financial literacy of
investors and also to examine the relationship between financial literacy and its
relationship with factors influence investment decisions. Research results show
that the level of financial knowledge of investors is still below average.
Furthermore, the study results indicate that financial literacy has a negative
influence on the number of investment decisions by 10%.

Stemming from the above issues, the research content includes: (1) Does
emotional intelligence, including self-awareness, emotion management,
motivation, empathy, and social skills, influence investment decisions?; (2) Do
socio-demographic factors such as age and gender influence investment
decisions?; (3) Does financial knowledge moderate emotional intelligence
including self-awareness, emotion management, motivation, empathy, and social
skills on investment decisions?; (4) Does financial knowledge moderate socio-
demographic factors such as age and gender that influence investment decisions.
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Research Methods

The study population includes all investors who are members of the national
seed equity investor community, totaling 12,091 members. The sampling
technique used was simple random sampling. The number of research samples
is 106 investors. This type of research is descriptive quantitative research. The
data used in this study are primary data obtained from questionnaires distributed
to respondents. Data were analyzed using the PLS 3.0 application. The study
respondents were members of the Saham Pemula Investor Community (ISP)
located in the East Java region. Sampling is done by distributing online
guestionnaires via Google Form with the condition that investors have invested
in stocks for more than 12 months (1 year).

Table 1. Research variable indicator and scale
Variable Indicator Scale
Emotional Intelligence Self-awareness Likert (1-5)
Handling emotion
Motivation
Empathy
Social skill
Gender Likert (1-5)
Work Experience
Income
Cognitive knowledge
Personal Finance Knowledge Likert (1-5)
Savings
Investment
Financial management
Investment Security Likert (1-5)
Investment Risk
Investment Income

Sociodemographic

Financial Literacy

Investment Decision
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4. Time Value of Money
5. Liquidity Level
Source: (Daniel, 2003; Panjaitan & Listiadi, 2021; Monticone, 2010; Chen & Volpe, 2002)

Result and Discussions

The number of respondents obtained in the study was 106 investors. In this
section, we will explain the characteristics of research respondents which include
gender, age, and highest education degree.

Table 2. Investor Gender Profile

Gender Numbers Percentage Total
Male 72 68% 106
Female 34 32%

Based on the table above, it is known that the numbers of investors are 106
who are 72 male (68%) while female are 34 (32%). Based on the age of novice
stock investors, it can be described as follows:

Table 3. Investor Age Profile

Age Numbers Percentage
21-25 28 26%
26 - 30 24 23%
>30 54 51%

Based on the age profile of investors, the age range from 21-25 years is 28
investors (26%), the age range 26-30 years is 24 investors (23%), and above 30
years to 50 years is 54 investors (51%). Meanwhile, based on the education
status of investors, starts from high school are 9 people (8%); for S1 of 85
investors (80%); and postgraduate are 12 investors (12%). Based on the monthly
income of investors, the data obtained from investors' income between 1-5 million
are 30 investors (28%); income 6-10 million by 53 investors (50%) and income
above 10 million by 23 investors (22%).
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Figure 1. Measurement Model and Output of Data Analysis
Source: Test Result PLS
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Based on the test results using smart PLS from the figure above, there is a
loading value below 0.50, so a data drop is carried out to remove the indicator
with a loading value below 0.50 in order to obtain a good model. After dropping
the data, the Emotional Intelligence indicators that meet the requirements are
X01, X03 and X06, while for socio-demographic variables, the data is dropped on
the X24 indicator; while for financial literacy, drop data for indicators Z7-Z9; while
the investment decision variables were not dropped because the loading value
was more than 0.5
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Table 4. Summary of Hypothesis Test

Variable P-value Decision
Emotional Intelligence - Investment Decision 0.035 Accepted
Sociodemographic = Investment Decision 0.088 Rejected
Moderation FL to El for Investment decision 0.033 Accepted
Moderation FL to Sociodemographic for Investment 0.011 Accepted

decision

The results show that emotional intelligence has a positive and significant
impact on the investment decisions of new investors in the stock market
community. This explains that an investor with good emotional intelligence,
especially in terms of self-control indicators, will also have better investment
decisions. The research results are consistent with Lee & Huang's (2018) study
on Pakistan's capital market. Sashikala & Chitramani (2017) suggest that
emotional stability is a factor that affects the investment decision-making process,
and research by Dhiman & Raheja (2018) suggests that there is a significant
relationship between emotional intelligence and emotional intelligence. investors'
emotions, behavioral biases, and investment decisions. Investors who score high
on emotional intelligence invest more in the stock market.

The results show that socio-demographic status does not affect the
investment decisions of novice stock investors, which explains that socio-
demographic factors include gender; year old; Income level and education level
do not affect the investment decisions of novice stock investors. This study is
consistent with the study conducted by Mathanika et al. (2017) titled
Demographic Factors and Individual Investment Decision Making, which states
that based on regression analysis, gender and education level were found to have
no significant impact regarding investment decisions.

The results showed that financial literacy was able to be a moderating
variable on investors' emotional intelligence in making investment decisions. An
investor's emotional intelligence will be stronger when an investor's financial
literacy is in a well literate condition, so the investment decisions taken by
investors are also getting better. The results of the study are in accordance with
the theory of planned behavior by Ajzen & Fishbein (1977). Nyoman et al., (2017)
which states that financial literacy as part of the information factor affects people's
behavior and also research Pradhana (2018) which states that high financial
literacy will minimize investors behave irrationally in making investment
decisions. The higher the level of financial literacy of investors, the better the
emotional intelligence of investors in making investment decisions, so that the
less irrational behavior taken in investment decisions(Ademola & Musa, 2019)
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stated that with good emotional intelligence and financial literacy from investors,
mistakes in investment decisions are getting better.

The results show that sociodemographic and investment decisions using
financial literacy have a significant and positive effect, this shows that financial
literacy is able to be a moderating variable where when financial literacy is owned
by a person associated with sociodemographic consisting of age, gender, income
and education level, investment decisions are taken by novice stock investors.
also shows good investment decisions. The results of the study are in line with
research Wubie et al., (2015) which states that the investment decisions of
individuals with professional jobs are higher than individuals with non-
professional jobs. Individuals with non-professional jobs have a high level of
financial literacy so that irrational investment decisions can be avoided (Din¢ &
Aren, 2017). Sharif et al., (2020) states that financial literacy for women and men
is different so that it has an influence on the way male and female make
investment decisions. The high level of financial literacy at a younger age will
have investment decisions with high risks and higher returns (Ademola & Musa,
2019). Other explanations focus on economic and social factors such as income,
career, wealth, and level of financial knowledge stated that men are more willing
to take risks in investing compared to women (Lee & Huang, 2018). Higher levels
of education will be better able to absorb financial literacy well, to minimize
irrational decisions in investment (Lotto, 2020).

The R-Square value for the Investment Decision variable is 0.668, which
means that it is included in the very strong category. The R-square value of
investment decisions is 0.668 or 66.8%. This indicates that the investment
decision variables can be explained by emotional intelligence and
sociodemographic variables and 66.8% financial literacy moderating variables
while the remaining 33.2% can be explained by other variables not found in this
study.
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Conclusion

In conclusion, our research findings emphasize the crucial role of emotional
intelligence in shaping investment decisions, as evidenced by its positive and
significant impact. Investors with higher emotional intelligence exhibit a
propensity for making more astute choices in the stock market. In contrast,
sociodemographic factors such as gender, age, income, and education do not
exert any discernible influence on investment decisions, underscoring the
presence of strong financial literacy among investors. Furthermore, our study
reveals a significant interaction between emotional intelligence and financial
literacy, demonstrating that enhanced financial literacy augments the positive
impact of emotional intelligence on investment decisions, particularly among
novice stock investors. Similarly, the moderating effect of financial literacy on the
relationship between sociodemographic factors and investment decisions
highlights the salience of financial competence in facilitating sound investment
choices. These findings collectively emphasize the significance of emotional
intelligence and financial literacy as intertwined factors that contribute to informed
investment decision-making, transcending the influence of sociodemographic
characteristics.
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