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Irfan (Indonesia), Maya Sari (Indonesia), Jufrizen (Indonesia)

EXPLORING THE ROLES
OF FINANCIAL LITERACY, PAST
BEHAVIOR, AND SUBJECTIVE

NORMS IN SHAPING INVESTMENT

INTENTION: A MEDIATION
ANALYSIS

Abstract

An individuals intention to invest reflects their inclination to explore diverse invest-
ment instruments, allocate time to understand investment mechanisms through activi-
ties such as seminars or workshops, and actively participate in investment practices.
This issue is particularly relevant, given the relatively low levels of financial literacy
and investment participation among the public, especially Generation Z. The pres-
ent study aims to examine the influence of financial literacy, prior behavioral experi-
ence, and subjective norms on investment intention among Generation Z in North
Sumatra, Indonesia, both directly and indirectly through perceived behavioral control.
Respondents comprised students and employees identified as Generation Z, selected
using purposive and snowball sampling techniques, with data collected via online
questionnaires. A quantitative approach was employed, and data were analyzed using
Structural Equation Modeling with Partial Least Squares (PLS) version 4.0. The results
demonstrate that financial literacy has a significant positive impact on both invest-
ment intention (p < 0.05) and perceived behavioral control (p < 0.05). Furthermore,
perceived behavioral control, previous experience, and subjective norms significantly
influence investment intention (p < 0.05). Mediation analysis reveals that perceived
behavioral control plays a notable mediating role in the relationship between financial
literacy and investment intention (p < 0.05). These findings emphasize the need to
enhance financial literacy, strengthen investment communities, and deliver targeted
training to build Generation Z’s confidence in investing, thereby fostering their invest-
ment intentions strategically and sustainably.

Keywords investment intention, financial behavior, Generation Z,
SEM-PLS, Indonesia
JEL Classification E22, G40, G41, G53

INTRODUCTION

Investment participation is increasingly recognized as a crucial driver
of personal wealth accumulation and economic growth. In the con-
text of emerging economies, active investment engagement fosters in-
dividual financial security and supports broader capital market de-
velopment. However, investment participation rates remain low in
Indonesia, particularly among younger generations. Despite being the
most digitally connected cohort and accessing abundant financial in-
formation, Generation Z often demonstrates limited engagement in
investment activities. This paradox raises questions about the under-
lying factors influencing their investment intentions.

Evidence suggests that psychological, behavioral, and social dimen-

sions significantly shape individuals’ financial decisions. Financial lit-
eracy encompasses understanding and applying financial knowledge
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and is frequently cited as a critical enabler of informed investment choices. However, financial literacy
alone may not fully explain investment intentions, as behavioral history, social expectations, and per-
ceived control over investment decisions also contribute to this process. These factors intersect uniquely
for Generation Z in Indonesia, given their early exposure to digital financial services, social media in-
fluence, and evolving cultural attitudes toward risk and investment. The scientific problem underlying
this study lies in the insufficient empirical understanding of how financial literacy, past behavior, and
subjective norms interact, directly and through perceived behavioral control, to shape investment inten-
tions among Generation Z in Indonesia. Addressing this gap is essential for designing effective interven-
tions that enhance young people’s readiness and confidence to participate in investment markets, there-
by contributing to both individual financial well-being and the development of the national economy.

1. LITERATURE REVIEW

AND HYPOTHESES

The Theory of Planned Behavior (TPB), developed
by Ajzen (1991), builds upon the earlier Theory
of Reasoned Action (TRA) by introducing the
element of perceived behavioral control. This en-
hancement addresses behaviors that are not en-
tirely within an individual’s volitional control,
acknowledging that external conditions and in-
ternal abilities can support or hinder behavioral
execution. Consequently, TPB extends the appli-
cability of the original theory to encompass more
complex and realistic human actions. Within this
framework, behavioral intention is regarded as the
most reliable predictor of actual behavior. It is in-
fluenced by three key components: attitude toward
behavior, subjective norms, and perceived behav-
ioral control. Attitude refers to an individual’s
overall evaluation of a behavior along a dimension
of favorable or unfavorable, beneficial or detri-
mental (Schwarz, 2007). Subjective norms capture
the perceived social expectations exerted by fam-
ily, peers, and the broader community. Perceived
behavioral control reflects one’s perception of the
ease or difficulty in carrying out a behavior, incor-
porating both self-efficacy and potential external
constraints (Ajzen, 1991). TPB has been empiri-
cally validated across multiple behavioral contexts
(de Lira & da Costa, 2022), with its central prem-
ise being that attitudes, social influence, and per-
ceived capability collectively shape behavioral in-
tention, which subsequently determines actual be-
havior (Kan & Fabrigar, 2017; Tapera et al., 2020).

Investment refers to the voluntary sacrifice of
current resources to achieve greater returns and
benefits in the future. It involves deliberate deci-
sions or strategies to allocate funds toward one or
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more assets to generate future profits. The inten-
tion to invest reflects an investor’s decision-mak-
ing process, shaped by both present desires and
the anticipation of future advantages (Shehata et
al., 2021; Che Hassan et al., 2023). This intention
is often linked to a range of psychological and so-
cial factors. Psychological influences include fi-
nancial literacy, subjective norms, and attitudes,
while social and experiential dimensions encom-
pass perceived behavioral control and prior invest-
ment behavior (Dar & Kumar, 2023). Investment
intention can also be assessed through risk toler-
ance, knowledge of financial concepts, and herd-
ing tendencies, which collectively influence par-
ticipation in markets like stocks (Phan & Zhou,
2014). Moreover, strong motivation is critical for
enhancing individuals’ willingness and interest
to invest (Paranita & Agustinus, 2021). These per-
spectives underscore that a single factor does not
determine investment intention but emerges from
the interplay between cognitive evaluations, emo-
tional readiness, social expectations, and previous
financial experiences.

Past behavior refers to actions performed in the
past that can serve as lessons or considerations
for future decisions (Albarracin & Wyer, 2000). In
investment, prior actions influence current deci-
sion-making by shaping beliefs, preferences, and
confidence. Investors in stock trading often rely
on memory-based biases from earlier experienc-
es that align with their current attitudes, inform-
ing their present investment choices (Walters &
Fernbach, 2021). Such past experiences, whether
positive or negative, provide a reference frame-
work for evaluating risks, setting budgets, and
determining strategies for future financial activi-
ties. This influence extends beyond personal expe-
riences to include the observed behaviors of oth-
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ers within one’s social environment. Similar past
events or situations, whether directly experienced
or indirectly learned, often serve as cognitive an-
chors when forming intentions and making deci-
sions. In this way, past behavior functions as a pre-
dictive factor in both intention and actual behav-
ior, especially in financial contexts where patterns
of prior conduct shape decision-making (Kovac et
al., 2016; Sandberg et al., 2016). Therefore, recog-
nizing past behavior’s role is essential for under-
standing how individuals develop intentions and
make choices, as it encapsulates the cumulative
effects of experience, learning, and situational
memory on future actions.

Financial literacy has attracted growing attention
due to its critical role in influencing financial de-
cision-making, particularly when accounting for
socio-demographic variations that affect behav-
ior (Gunawan et al.,, 2023; Wahyuni et al., 2023).
It is recognized as a key competency that con-
tributes to the overall quality of life by enabling
individuals to effectively manage and allocate fi-
nancial resources (Lusardi et al., 2014). According
to Garman and Forgue (2014), financial literacy
involves understanding essential concepts, prin-
ciples, and tools required for sound financial man-
agement, including knowledge of financial instru-
ments, budgeting, saving, credit, and investment
strategies. Mastery of such concepts is funda-
mental for achieving financial well-being (Chen
& Volpe, 1998). Developing financial literacy early
is particularly beneficial, as its advantages extend
into adulthood and influence long-term wealth ac-
cumulation and stability decisions. According to
Lusardi and Mitchell (2014), financial literacy can
be viewed as an investment in human capital that
provides individuals with the competencies neces-
sary to make well-informed decisions about sav-
ing, borrowing, and planning for retirement.

Subjective norms refer to the perceived social pres-
sures or internalized standards that influence an
individual’s decision to engage in specific behav-
iors, such as investment in equities (Raut et al.,
2018). They encompass knowledge and the social
expectations arising from relevant contexts, shap-
ing whether individuals participate in or avoid
certain actions. External influences, such as fam-
ily, peers, or professional networks, play a critical
role in financial decision-making, affecting the
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likelihood of investment participation. Weixiang
et al. (2022) emphasize that subjective norms are
formed through individuals’ perceptions of others’
viewpoints, particularly those of influential figures
who signal acceptable courses of action. Similarly,
Vaughan and Hogg (2013) note that the perceived
approval or disapproval of significant others shapes
these norms. Ajzen (2005) defines subjective norms
as an individual’s belief about the extent to which
important people accept or reject certain behaviors.
Social cues from those who engage in or abstain
from an action further shape these perceptions
(Ham etal., 2015). By their nature, subjective norms
set boundaries on behavioral expectations, guiding
individuals’ choices in alignment with perceived
social acceptance. In investment contexts, these
norms can significantly affect the intention to in-
vest, particularly when decisions are socially visible
and influenced by trusted networks.

Perceived behavioral control refers to an individu-
al’s subjective evaluation of how easy or difficult it
is to perform a specific task (Ajzen, 2005). It reflects
self-efficacy, or the confidence in one’s ability to ex-
ecute the behavior successfully (Ajzen, 2002). This
construct encompasses both the perceived simplic-
ity or complexity of performing the behavior and
the extent of control or authority individuals be-
lieve they possess to achieve its objectives (Teo &
Lee, 2010). Perceived behavioral control significant-
ly influences actual performance by shaping ex-
pectations and readiness to act. Smith et al. (2013)
highlight that individuals who perceive more con-
trol over their actions are likelier to perform effec-
tively and develop patterns that guide future behav-
ior. Barber et al. (2005) describe it as a multidimen-
sional concept, encompassing perceptions of con-
trollability and the lack thereof over specific events.
In behavioral prediction models such as the Theory
of Planned Behavior, perceived behavioral control
plays a critical role in determining intention, as in-
dividuals with higher perceived control are more
likely to commit to an action and follow through
with it (Ajzen, 2005). This makes it a central vari-
able in understanding how personal beliefs about
capability and external constraints shape decision-
making, including in investment contexts.

This study explores the extent to which financial

literacy, past behavioral patterns, and subjective
norms affect the intention to invest, either directly

http://dx.doi.org/10.21511/imfi.22(4).2025.03
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Figure 1. Research model

or through the mediating role of perceived behav-
ioral control, in North Sumatra, Indonesia. The
structural research model makes the following re-
search hypotheses:

HI: Financial literacy positively influences per-
ceived behavioral control.

H2: Financial literacy positively influences in-
vestment intention.

H3: Past behavior positively influences invest-
ment intention.

H4:  Subjective norms positively influence invest-
ment intention.

H5:  Perceived behavioral control positively influ-
ences investment intention.

Hé6: Financial literacy indirectly influences in-

vestment intention through perceived behav-
ioral control.

The following picture scheme is a conceptual
framework.

2. METHODOLOGY

This study employs a quantitative survey design
to collect primary data from Generation Z indi-
viduals residing in North Sumatra, Indonesia, en-
compassing students and working professionals.

http://dx.doi.org/10.21511/imfi.22(4).2025.03

An explanatory research approach was adopted to
examine causal relationships among the research
variables and empirically validate the proposed
hypotheses. The target population included in-
dividuals born between 1995 and 2010 who en-
rolled in formal education programs or engaged
in professional employment within the region.
Sampling was conducted in two stages: first, pur-
posive sampling was applied to select respondents
who met predetermined inclusion criteria; second,
snowball sampling was utilized to expand the par-
ticipant pool. Data were gathered through online
questionnaires distributed via Google Forms and
WhatsApp, ensuring broad coverage and a higher
response rate. Each construct was measured using
a five-point Likert scale, where a score of 1 indi-
cated strong disagreement and 5 indicated strong
agreement. Of the 400 questionnaires received,
398 were complete and qualified for analysis.

The operational definitions and measurement
indicators for each variable were: (1) Financial
Literacy (FL), the individual’s ability to compre-
hend and apply financial knowledge to support
sound financial decision-making. Indicators were
adapted from Lusardi and Mitchell (2014) and
Chen and Volpe (1998), covering comprehension
of financial concepts, personal financial manage-
ment skills, and the capacity to assess investment
risks, (2) Past Behavior (PB), prior investment-
related experiences that shape current decision-
making, adapted from Albarracin and Wyer
(2000), measured through previous investment in-
volvement, budgeting habits, and saving practices,
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(3) Subjective Norms (SN), the perceived influence
of significant others encouraging investment par-
ticipation, based on Ajzen (2005), with indicators
including family encouragement, peer influence,
and societal expectations, (4) Perceived Behavioral
Control (PBC), the perceived ease or difficulty of
engaging in investment behavior, adapted from
Ajzen (2002), measured through self-confidence
in investing, perceived control over resources, and
awareness of external constraints, (5) Investment
Intention (ITI), the willingness and planning to
engage in future investment activities, adapted
from Shehata et al. (2021), with indicators such
as readiness to invest, commitment to start in-
vesting, and preference for specific investment
instruments.

Data were analyzed using the Partial Least
Squares-Structural Equation Modeling (PLS-
SEM) technique via SmartPLS version 4.0. This
method was chosen because of its suitability for
predictive research involving complex models
with multiple constructs and small to medium
sample sizes (Ghozali & Latan, 2015). The selec-
tion of PLS-SEM was also justified by its ability to
accommodate minimal data distribution assump-
tions and evaluate both formative and reflective
measurement models simultaneously, allowing for
robust testing of the hypothesized relationships
between latent variables.

3. RESULTS

Convergent validity and discriminant validity form
essential components of measurement validity.
Convergent validity is assessed by examining factor
loadings and the average variance extracted (AVE).
For reflective constructs, the outer model is con-
sidered to fulfill the criteria for convergent validity
when two conditions are met: factor loadings ex-
ceed 0.70 and the p-value is statistically significant
atless than 0.05 (Hair et al., 2019). Discriminant va-
lidity, on the other hand, is determined by analyz-
ing the cross-loadings of each indicator. When the
cross-loading values reach or exceed 0.70, the con-
struct is considered to have achieved discriminant
validity (Solihin & Ratmono, 2021).

Convergent validity refers to the extent to which

the scores of individual indicators align with the
overall construct score. In the context of the PLS-
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SEM model, this validity is confirmed when outer
loading values exceed 0.40 and the average vari-
ance extracted (AVE) surpasses 0.50 (Solihin &
Ratmono, 2021). The findings indicate a stable re-
lationship between each indicator and its corre-
sponding construct, demonstrated by outer load-
ing values exceeding 0.50. Specific values for each
outer loading are provided in Table 1 of the model.

Table 1. Outer loading

Indicators: FL @ ITI | PB : PBC : SN
FL*1 © 0782 ¢ * * *
L e
U3 OB e
FL*4 0.771

T e
T RN AT 715 AN S M —

e
FL'8

It is evident from Table 1 that the outer loading
value for every factor exceeds 0.50. The validity of
the variables and indicators employed in the in-
vestigation is established.

This study evaluated the measurement model by
assessing convergent validity and construct reli-

http://dx.doi.org/10.21511/imfi.22(4).2025.03
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ability. Convergent validity was determined us-
ing the Average Variance Extracted (AVE), which
reflects the average proportion of variance in the
indicators explained by the construct. According
to Cheung et al. (2023), an AVE value above 0.50
indicates that the latent variable accounts for more
than half of the variance in its associated indica-
tors. Reliability was examined through Composite
Reliability and Cronbach’s Alpha, which assess
the internal consistency of the items representing
each construct. Ghozali (2014) noted that a con-
struct is considered reliable when the Composite
Reliability exceeds 0.60 and the Cronbach’s Alpha
is greater than 0.70.

Table 2. Average variance extracted, Cronbach’s
alpha, and composite reliability

Variables AVE CA CR
FL 10.916 ;
m 0.929
PB 0.916
PBC 0.907 0.928
SN £ 0.896 0.919

The AVE results show that all constructs, Financial
Literacy (0.631), Intention to Invest (0.737), Past
Behavior (0.567), Perceived Behavioral Control
(0.682), and Subjective Norm (0.654), exceed the
0.50 threshold, confirming strong convergent va-
lidity. This means that each construct can explain
more than 50% of the variance in its indicators,
thus meeting the recommended validity criteria.
Regarding reliability, the Composite Reliability
and Cronbach’s Alpha values for all constructs
are well above the minimum acceptable lim-
its. Financial Literacy (0.916; 0.932), Intention to
Invest (0.929; 0.944), Past Behavior (0.916; 0.929),
Perceived Behavioral Control (0.907; 0.928), and
Subjective Norm (0.896; 0.919) all meet the reli-
ability requirements. These results demonstrate
that the measurement instruments used in this
study are consistent and dependable, ensuring
that the constructs are measured accurately and
can be confidently used for subsequent structural
model analysis.

Discriminant validity seeks to establish the
uniqueness and independence of each concept as-
sociated with a latent variable. Discriminant va-
lidity is firmly established in a model when each
indicator’s loading value related to a latent vari-

http://dx.doi.org/10.21511/imfi.22(4).2025.03

able is the greatest compared to loading values
connected with other latent variables. The find-
ings of the discriminant validity assessment are
obtained as follows:

Table 3. Discriminant validity

© PBC | SN
10740 0663
0.624 0.534
0676 0618
0759 10620

Indicators | FL . ITI . PB
L1 0782 0632 0680

FL.2 0.730 0.575 0.609
FL3 0833 0680 0670
FLA 3077110633 10647

o 030 0559 0589 10629 0569
Lo . 0834 0609 0584 10528 0373
F

ITI.2 0.656
s oee
ITI.4 0.678
s oes
e 10660
PB.1 0.517
oas oes
PB.3 0.510
ea T oas

o
0633
o616
0625
0604

0709
0657
0654
0655
0649

-
L0659
L0834
0643

0638

057
00638 1
00670 ¢
;oesl ¢
0.678
osss

LA
PB.8

P8O
PBC.2
pBC3

0850
0759
0708
0600 _

0858
0678
0855
0551

SN.1
N2

0641
0.791

0784
0868

0685
0685
0691
0

o612
0817
0736
0527

SNA 0550 0524 0624 0599 0869
SNS e i0071 10483 10561 10621 0721
SN.6 :0.531 :0433 :0.502 :0.545 :0.810

The discriminant validity or loading factor for
each variable indicates a stronger association with
its construct than with other constructs, as pre-
sented in the table above. Similarly, the indicators
for each variable confirm this pattern, confirming
the proper alignment of indicators to their respec-
tive variables.

Discriminant validity in this study was examined

using the Heterotrait-Monotrait Ratio (HTMT), a
statistical measure used to determine the distinc-
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tiveness between constructs. In line with the crite-
ria proposed by Juliandi (2018), the measurement
model can have satisfactory discriminant valid-
ity when the HTMT value obtained is below the
threshold of 0.90, indicating minimal overlap be-
tween constructs.

Table 4. Heterotrait-Monotrait (HTMT) ratio

Variables PBC

FL © Il | PB

0869

The findings reveal that all HTMT values fall be-
low the 0.90 cutoff, demonstrating that each vari-
able is empirically unique and represents a distinct
conceptual area. This minimizes multicollinearity
and enhances the clarity of interpreting struc-
tural connections. Furthermore, reviewing the
indicators for each variable confirms their strong
linkage to their respective constructs, supporting
both conceptual consistency and measurement
precision.

The R?value quantifies how much the independent
variable’s variability impacts the dependent vari-
able’s variability. Table 6 displays the outcomes of
the R? value, which was employed to assess the de-
gree of variance in the transformation.

Table 5. R-square

Variables | R Square ° RSquare Adjusted
T 0728 07
PBC 0.794 0.792

Table 5 presents statistically significant results
for the impact of Perceived Behavioral Control
(PBC), Financial Literacy (FL), Past Behavior (PB),
and Subjective Norm (SN) on the intention to in-
vest. The R-squared value for this relationship is
0.728. The findings suggest that a robust model
can account for 72.8% of the variance in invest-
ment intention, which can be accounted for by the
variances in past behavior, financial literacy, sub-
jective norm, and perceived behavioral control.
Additional factors influence another 27.2%. The
obtained R-squared value of 0.794 signifies that
Past Behavior, Financial Literacy, and Subjective
Norm significantly influence PBC. This finding
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supports the notion that these variables are intri-
cately linked. Additional factors comprise the re-
maining 20.6% of the total.

The investigation or theory is predicated on the
correlation between constructs, which is assessed
by examining path coefficients and their signifi-
cance level. This evaluation is subsequently com-
pared to the hypothesis posited in the present
study. After subjecting the data to analysis using
the clever PLS 4.0 software, a 5% threshold for sig-
nificance was applied to the study.

Table 6. Path coefficient

Hypothesis: Path T-statistics P-values: Decision
b FL>pPBC | 4186 . 0000 . Accepted

H2 FL>ITI 2.868 | Accepted
M3 PBSIT 2028 Accepted

H4 SN > ITI 5.556 © Accepted
U hs PBCSITI 2272 Accepted
" H6  FL>PBCSITI i 1.997 " Accepted

4. DISCUSSION

The first hypothesis (HI) analysis demonstrates
that Financial Literacy significantly and positively
influences Perceived Behavioral Control (t = 4.186,
p = 0.000). This finding implies that individuals
with stronger financial knowledge and skills tend
to perceive greater control over their financial de-
cisions. A solid grasp of financial concepts enables
them to manage resources more effectively, ac-
curately evaluate risks, and make well-informed
investment choices. This aligns with Rapina et al.
(2023), who emphasize that financial literacy fos-
ters informed decision-making and supports over-
all financial well-being. From a theoretical stand-
point, Perceived Behavioral Control reflects an
individual’s self-confidence in executing specific
tasks (Bagozzi, 1992). Like Raut’s (2020) findings,
enhanced financial competence increases deci-
sion-making capability, particularly in investment
contexts, by reducing uncertainty and perceived
external limitations. Over time, this competence
contributes to consistent and effective financial
behaviors.

Regarding the second hypothesis (H2), the analy-

sis shows that Financial Literacy significantly and
positively affects Investment Intention (t = 2.868,

http://dx.doi.org/10.21511/imfi.22(4).2025.03
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p = 0.004). This implies that individuals with
higher levels of financial literacy are more likely
to demonstrate a stronger willingness to partici-
pate in investment activities. Within Generation Z
in North Sumatra, improved financial knowledge
enables individuals to accurately assess invest-
ment opportunities, identify potential risks, and
make more calculated, prudent financial deci-
sions. These abilities increase confidence in man-
aging financial resources and pursuing long-term
wealth creation. This finding aligns with Herliana
et al. (2023), who assert that financial literacy en-
hances the capability to choose investments con-
sistent with personal financial objectives, thereby
reducing the likelihood of financial losses. The
present results are also consistent with empirical
evidence from Aisa (2021) and Herawati and Dewi
(2020), as well as Nag and Shah (2022), Susanto et
al. (2025), and Pandurugan and Al Shammakhi
(2024), all of which confirm that financial literacy
significantly boosts investment intention among
Generation Z. One possible explanation is that fi-
nancial literacy fosters cognitive competence and
emotional readiness, creating a positive outlook
toward investment participation. Furthermore, fi-
nancially literate individuals tend to be more re-
silient against misleading information and spec-
ulative market behavior, enabling them to base
investment decisions on rational analysis rather
than emotional impulses.

For the third hypothesis (H3), the results demon-
strate a positive and statistically significant asso-
ciation between past behavior and investment in-
tention (t = 2.028, p = 0.043). This implies that in-
dividuals who have engaged in investments more
frequently or successfully are more likely to pursue
investment activities in the future. In the context
of Generation Z in North Sumatra, prior engage-
ment in investment activities strengthens finan-
cial management skills and an interest in capital
market participation. Such experiences provide a
cognitive framework for evaluating risks and ben-
efits, shaping present and future investment de-
cisions. Past experiences often serve as reference
points when individuals face similar situations, as
the knowledge and confidence gained from pre-
vious decisions can influence subsequent actions.
Yang et al. (2021) note that while behavioral the-
ory offers useful insights, it cannot fully capture
the complexity of individual behavioral patterns,

http://dx.doi.org/10.21511/imfi.22(4).2025.03

particularly in financial contexts. The psycho-
logical construct of financial history emphasizes
how cognitive and emotional biases embedded in
prior experiences affect investment behavior. This
study’s findings are consistent with Panahi et al.
(2022), Raut et al. (2018), and Rathee and Aggarwal
(2022), as well as Pandurugan and Al Shammakhi
(2024), Nugraha and Rahadi (2021), Nag and Shah
(2022), and Sanchez (2024), all of which confirm
that past behavior is a strong predictor of invest-
ment intention among young investors, including
Generation Z in emerging markets.

The test for the fourth hypothesis (H4) indi-
cates a strong and statistically significant ef-
fect of subjective norms on investment inten-
tion (t = 5.556, p = 0.000). This suggests that
greater social support or pressure from signifi-
cant others is associated with a higher willing-
ness to invest. In the context of Generation Z
in North Sumatra, however, the data reveal a
nuanced outcome: while social influence exists,
it does not necessarily translate into an actual
increase in investment decisions. This may be
due to the nature of investment as a long-term
financial activity, where personal priorities and
risk perceptions often outweigh immediate so-
cial expectations. Raut (2020) notes that social
pressures can sometimes prompt individuals to
act against their preferences, and in investment
contexts, such pressures may encourage sym-
bolic participation rather than genuine commit-
ment. Nonetheless, social endorsements, such
as peer recommendations, analyst commentary,
and media information, influence perceptions
and motivate initial interest. Pascual-Ezama et
al. (2014) highlight that investors frequently re-
gard their network’s opinions as critical inputs,
even when risks are apparent. This aligns with
previous studies by Rathee and Aggarwal (2022),
Prayoga et al. (2021), Kumari et al. (2023), and
Sondari and Sudarsono (2015), all of which con-
firm the significant role of subjective norms in
shaping investment intentions.

The fifth hypothesis (H5) test findings indicate
that perceived behavioral control exerts a posi-
tive and statistically significant effect on in-
vestment intention (t = 2.272, p = 0.023). This
suggests that the greater an individual’s per-
ception of control over their investment behav-
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ior, the stronger their intention to invest. For
Generation Z in North Sumatra, higher self-
control and confidence in managing financial
resources contribute to more effective finan-
cial administration and increased willingness
to participate in investment activities. Elevated
perceived behavioral control can enhance mo-
tivation and determination to execute specific
actions, as posited in the Theory of Planned
Behavior, which emphasizes that perceived ca-
pabilities and available resources shape deci-
sions. Internal factors, such as self-efficacy and
confidence, and external conditions, such as ac-
cess to information and market resources, in-
fluence perceived behavioral control. These el-
ements jointly determine whether individuals
feel capable of pursuing investment opportuni-
ties. The present results are consistent with prior
studies by Raut (2020), Raut et al. (2018), and
Ngadino et al. (2019), all of which found that
perceived behavioral control significantly pre-
dicts stock market investment intentions.

The sixth hypothesis (H6) analysis indicates
that perceived behavioral control is a mediat-
ing factor in the relationship between financial
literacy and investment intention (t = 1.997, p
= 0.046). This finding implies that financial lit-

eracy directly and indirectly impacts invest-
ment intention, influencing individuals’ per-
ceptions of their capacity to manage investment
behavior. For Generation Z in North Sumatra,
higher financial literacy fosters self-awareness,
strengthens confidence in financial decision-
making, and equips individuals with the skills
to effectively evaluate investment risks and op-
portunities. This finding supports the Theory of
Planned Behavior, where perceived behavioral
control serves to translate knowledge into be-
havioral intentions. The results are consistent
with Raut (2020), who emphasized that finan-
cial literacy can shape investors’ perceptions of
controllability, such as determining investment
duration and managing portfolio risks. Similar
patterns were observed by Pandurugan and Al
Shammakhi (2024), who found that financial
literacy enhances perceived control in specula-
tive market decisions, and by Hasan et al. (2025),
who highlighted the role of family financial ed-
ucation. In addition, Fahmi et al. (2024) and
Sobaih and Elshaer (2023) confirmed the medi-
ation effect in Sharia and risky investment con-
texts, respectively. Further evidence from Nag &
Shah (2022) affirms that stronger financial liter-
acy enhances perceived control, enabling more
strategic and confident investment decisions.

CONCLUSIONS

This study examined the direct and indirect impacts of financial literacy, past behavior, and subjec-
tive norms on investment intention, with perceived behavioral control as a mediating variable, among
Generation Z in North Sumatra, Indonesia. Findings reveal that financial literacy influences investment
intention through direct and mediated pathways, underscoring its ability to enhance perceived behav-
ioral control and bolster confidence in financial decision-making. In addition, past behavior and subjec-
tive norms were shown to positively affect investment intention, emphasizing the importance of experi-
ential learning and social influence in shaping investment attitudes. Furthermore, perceived behavioral
control was identified as a key determinant of investment intention, operating both as an independent
predictor and mediator between financial literacy and investment intention, affirming its pivotal role
within the Theory of Planned Behavior framework.

These findings underscore the importance of targeted strategies to improve financial literacy among
young individuals, as knowledge and confidence are critical enablers of investment readiness. Programs
designed to develop consistent saving habits, encourage disciplined financial management, and pro-
mote reflection on past financial decisions can help Generation Z make prudent, long-term investment
commitments. Leveraging social influence positively — through peer networks, financial mentors, and
credible information sources — can also enhance the intention to invest, especially in a digitally con-
nected generation where online interactions often shape opinions and behaviors. This way, individual
capabilities and external support systems can be aligned to foster sustainable investment behavior.
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Despite offering valuable insights, this study is limited in scope. The analysis considered only four key
variables, leaving out other potentially influential factors such as risk tolerance, digital financial lit-
eracy, and emotional biases. Furthermore, the sample of 398 respondents represents only a portion of
the Generation Z population in North Sumatra, which may restrict the generalizability of the results.
Future research should incorporate a wider range of predictors, explore the role of technological adop-
tion in enhancing investment behavior, and expand the sample to include participants from diverse
socio-economic and regional backgrounds. Such extensions would deepen understanding and provide
more comprehensive evidence for shaping policies and interventions that promote informed and confi-
dent investment decisions among young investors.
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