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Abstract

Indonesian stock market is dominated by young and relatively inexperienced trad-
ers who often depend on the recommendations of influencers or bloggers in social 
media. This will then make them dependent and conduct frequent trading, which 
also means higher transaction costs that diminish their profits and increase their risks, 
thus decreasing investor satisfaction. Therefore, this study aimed to examine the im-
pact of perceived investor sophistication and social media influence on investment 
satisfaction mediated with perceived investment return as a mediating element. The 
analysis focused on young investors aged 18 to 30 who have invested in shares on 
the Indonesian Stock Exchange for at least one year. A quantitative method was ad-
opted using questionnaires to collect data from 344 respondents. Furthermore, data 
were analyzed using Structural Equation Modeling – Partial Least Square (SEM-PLS) 
with SMART PLS 4.0 software. The results showed that both perceived investor so-
phistication and investment return significantly affected investment satisfaction with 
beta coefficients of 0.416 and 0.358, respectively. Perceived investor sophistication also 
significantly influenced perceived investment return with a beta coefficient of 0.557. 
Additionally, social media influence significantly affected perceived investment return 
with a beta coefficient of 0.103. This social media influence did not directly impact in-
vestment satisfaction but through the perceived investment return, which was further 
found to fully mediate the impact of social media influence on investment satisfaction. 
Perceived investment return also partially mediated the effect of investor sophistica-
tion on Investment Satisfaction.

Fredella Colline (Indonesia), Toto Rusmanto (Indonesia),  
Dezie Leonarda Warganegara (Indonesia), Yanthi R. I. Hutagaol (Indonesia)

Determinants of investment Determinants of investment 

satisfaction among young satisfaction among young 

investors in Indonesiainvestors in Indonesia

Received on: 27th of June, 2024 
Accepted on: 1st of November, 2024
Published on: 13th of November, 2024

INTRODUCTION

The Indonesia Composite Index (ICI) shows significant growth, ris-
ing from 624 in June 1990 to approximately 7,589 in August 2024 
(YahooFinance, 2024). The number of stock investors in Indonesia 
increased from 3.4 million in 2021 to 5.7 million in June 2024, with 
more than 55% under the age of 30. Despite the high participa-
tion of young investors, the assets accounted for only 2.6% of the 
total as of June 2024 (KSEI, 2024). Compared to other Southeast 
Asian nations, the percentage of stock investors in Indonesia re-
mains relatively low at 1.5% of the population in 2022. This figure is 
significantly below Singapore’s 16.2%, Malaysia’s 8.7%, Thailand’s 
5%, and Vietnam’s 2.2% (CNBC Indonesia, 2022). Although finan-
cial inclusion is at 85.10%, financial literacy is significantly lower at 
49.68% (Financial Services Authority (OJK) 2022). Based on usage 
preferences in reference media, 75.10% of respondents (582 of 775) 
prefer social media as the primary source of capital market infor-
mation (IDX, 2022). Social media influencers have gained investors’ 
trust, often surpassing financial consultants in guiding investment 
decisions.
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The motivation of investors in stock investment is typically driven by the pursuit of capital gains or 
dividends distributed by the company. When investors achieve substantial financial gain, they gener-
ally experience a sense of satisfaction. However, individual stock investors face several challenges, such 
as market volatility, varying profiles of investors, information overload, limited experience, and low fi-
nancial literacy. These challenges can lead to poor investment decisions, including mistimed stock pur-
chases and sales or the selection of unsuitable stocks, eventually leading to financial losses. To address 
these challenges, stock investment platforms now offer features such as technical charts, fundamental 
data, and dashboards to assist investors. The rise of social media as a tool for stock investment became 
particularly pronounced during the COVID-19 pandemic with the evolution of financial communities, 
forums, and influencers on platforms such as Instagram, YouTube, Facebook, and TikTok. This trend 
has contributed to rapid market sentiment shifts, viral trends, pump-and-dump schemes, fear of miss-
ing out (FOMO), and a focus on short-term investments. Therefore, it is important to conduct research 
integrating investor sophistication and social media influence on investment returns and satisfaction in 
the new era of investment 4.0.

1. LITERATURE REVIEW

 This study applied Behavioral Finance Theory, 
which combined principles from psychology, so-
ciology, and traditional finance to explore how 
psychological influences and social factors shape 
investors’ financial behaviors, including satisfac-
tion with investment outcomes (Shefrin, 2002). 
The theory suggested that investors did not act 
rationally, and their decisions were influenced by 
cognitive biases, emotions, and social influences 
(Kahneman & Tversky, 1979). This framework was 
used to explain the interactions between investor 
sophistication (knowledge and experience), social 
media influence (information and trends), invest-
ment return (financial performance), and invest-
ment satisfaction (contentment with financial de-
cisions and outcomes). 

Young investors, typically under the age of 30 
(Wang et al., 2020), were often in the early stag-
es of their careers and had relatively low wealth 
accumulation (Silva, 2021). However, investors 
have a longer investment horizon compared to 
older age groups (Jagannathan & Kocherlakota, 
1996). These investors, which were predominantly 
Millennials and Generation Z, were more open to 
technology (Tan & Tan, 2012). Previous research 
outlined several key characteristics of young in-
vestors: (1) Investors frequently engaged in buying 
and selling, were price-sensitive, and focused on 
transaction speed (Barber & Odean, 2005; Chong 
et al., 2021; Schraeder, 2016). (2) Despite having 
limited knowledge, investors were willing to take 
on more risks, often pursuing high-risk invest-

ments such as stocks and cryptocurrencies, given 
the longer time to recover from losses and fewer 
financial responsibilities (Barber & Odean, 2005; 
Kannadhasan, 2015). (3) In developing markets, 
young investors exhibited heuristic and emotional 
traits which often led to irrational investment be-
havior (Wang et al., 2020). This was reflected in 
the case of Jouska, a popular financial planning 
firm in Indonesia where many young investors 
suffered significant portfolio losses due to risky 
investments (Soepriyanto & Limijaya, 2022). (4) 
Investors were heavily influenced by peers, par-
ents, and social media influencers, frequently fol-
lowing the advice without conducting indepen-
dent analysis (Soepriyanto & Limijaya, 2022; Tan 
& Tan, 2012). (5) Growing up with technology, 
young investors were more familiar with online 
platforms and relied on digital sources of infor-
mation (Chong et al., 2021; Tan & Tan, 2012). (6) 
Socially responsible investing was a priority for 
many young investors who tended to favor envi-
ronmentally and socially responsible investments. 
Investors viewed corporate social responsibility 
(CSR) disclosures positively, believing these added 
value to investments (Wang et al., 2020).

Investment satisfaction refers to fulfilling inves-
tors’ expectations regarding investments (Joo & 
Grable, 2004; Oliver, 2010; Sahi, 2017). It was a 
subjective measure of how content investors felt 
with investment outcomes. Investment satisfac-
tion could be viewed from two perspectives: (1) 
the external side where investors were perceived 
as customers of investment products (marketing 
perspective) (Balasubramanian et al., 2003; Xu et 
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al. 2019; Ribeiro-Navarrete et al. 2021; Helm 2007; 
Argan et al., 2014; Attakora-Amaniampong et al., 
2021), and (2) the internal side where investors 
were regarded as owners expecting profits (finan-
cial perspective) (Chang & Shi, 2011; Grosshans & 
Zeisberger, 2018; Hasuike & Katagiri, 2013; Sahi, 
2017; Schwaiger et al., 2020).

The level of satisfaction people experience with 
the decisions they make and the profits they re-
ceive determines investment satisfaction. Some 
investors expressed satisfaction with the perfor-
mance even when the profits were modest, while 
others remained unsatisfied despite relatively 
high returns (Akhtar et al., 2018; Akhtar & Das, 
2020; Luong & Ha, 2011). Investor satisfaction of-
ten depends on the price trajectory leading to the 
eventual returns (Grosshans & Zeisberger 2018). 
Schwaiger et al. (2020) further observed that pro-
fessionals exhibited the highest levels of optimism 
in price expectations and were most satisfied when 
stock prices initially declined but subsequently re-
covered. The same research found that investment 
returns significantly influenced satisfaction levels, 
with greater returns leading to higher satisfaction. 
Satisfied investors were more inclined to increase 
investments and motivate others to invest in the 
stock market. 

Perceived investment return refers to how inves-
tors personally view the profit or loss from owning 
specific shares or a portfolio over a defined peri-
od (Barber & Odean, 2001; Kahneman & Tversky, 
1979). Investment return was defined as the finan-
cial gain or loss made on an investment relative 
to the amount invested, which comprised income 
plus capital gains or losses (Dimson et al., 2002). 
Furthermore, stock investment returns refer to 
the profits or losses originating from holding cer-
tain shares or stock portfolios. The stock rate of 
return was further calculated based on the change 
in stock price over a certain period, along with 
dividends paid during that time. Additionally, the 
source of stock returns was mainly contributed by 
capital gains (Reilly & Brown, 2012).

Perceived investment return was considered a sub-
jective measure of the return investors expected, 
influenced by personal perception, expectations, 
and risk tolerance. Factors such as past experienc-
es, knowledge, emotional state, and the informa-

tion available impacted these perceptions. For in-
stance, investors who have previously experienced 
significant losses tended to have lower perceived 
returns for similar investments, while others with 
high-risk tolerance and extensive industry knowl-
edge considered returns more optimistically.

Liao et al. (2022) found that financial literacy posi-
tively influenced investment returns. Mosenhauer 
et al. (2022) also observed that frequent trading 
by individual investors reduced the returns, pri-
marily due to low financial literacy. Individuals 
would decide to invest in financial knowledge and 
training to gain access to higher-return assets and 
better-understood asset performance (Lusardi 
& Mitchel, 2014). Financial education evolved as 
an effective method to improve financial deci-
sion-making and investment performance (Von 
Gaudecker, 2015; Zhang et al., 2023).

Perceived investor sophistication refers to the per-
ception of investors’ knowledge, experience, and 
understanding of financial markets as well as in-
vestment strategies. It further described the level of 
expertise that allowed investors to make informed 
decisions, considering factors such as financial 
literacy, understanding of market dynamics, and 
risk management skills. Yadav et al. (2022) defined 
investor sophistication by the level of knowledge, 
experience, and engagement in complex financial 
activities, often coupled with a high net worth. 
This sophistication played a critical role in deter-
mining an investor’s ability to make sound deci-
sions and achieve financial objectives. Skilled in-
vestors showed higher awareness, allowing inves-
tors to manage their money efficiently and make 
sound investment decisions. Investment aware-
ness further allowed young investors to manage 
and invest money efficiently, make sound invest-
ment decisions, exhibit good financial behavior, 
and use available investment products and servic-
es effectively (Ammer & Aldhyani, 2022).

Several factors contributed to investor sophistica-
tion, such as education, professional experience, 
and access to financial resources. More sophis-
ticated investors generally made larger invest-
ments (Hornuf & Neuenkirch, 2017), accurately 
identifying and analyzing risks and opportunities. 
Consequently, the investors managed the portfo-
lios more effectively and made informed decisions. 
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Ribeiro-Navarrete et al. (2021) showed that inves-
tor experience positively correlated with investor 
satisfaction. However, Yulianto and Wijaya (2023) 
concluded that the experience and training of in-
vestors could reduce bias and affect satisfaction. 
Sophisticated investors further tended to make 
better decisions, manage portfolios efficiently, and 
experience greater satisfaction.

Social media influence was defined as the process 
of an individual adopting the opinions, behav-
ior, or values of others communicated through 
the digital avenue (Aronson et al., 2019; Bizzi & 
Labban, 2019). It further referred to the impact of 
social media platforms on individuals’ thoughts, 
behaviors, and decision-making processes. The 
influence comprised the ability of social media to 
shape opinions, affect attitudes, and drive actions 
among users. The platforms facilitated the ex-
change of information, ideas, and content among 
a wide audience, creating a powerful tool for in-
fluence and communication. Furthermore, social 
influence included the perceived expectations of 
others that motivated an individual to engage in 
specific behaviors. (Ajzen, 1991). It also comprised 
the social pressure individuals feel to either per-
form or avoid certain behaviors, gauging the im-
pact of the pressure on the behavioral intentions 
(Choong, 1988). 

The influence was observed when an individual 
intentionally tries to change another behavior 
or attitudes (Aronson et al., 2019). This could 
also be the process of an individual adopt-
ing the opinions, behaviors, or values of oth-
ers which was an external element shaping the 
tendency to change attitudes (Aisyahrani et al., 
2020). Additionally, investment decisions could 
be swayed by the choices or opinions of others 
which was a phenomenon known as social in-
fluence (Zheng et al., 2021). Social media influ-
ence occurred through a variety of mechanisms 
including persuasion, social comparison, and 
conformity. Based on social influence theory, it 
could be conceptualized as the collective emo-
tions communicated by users of the platforms 
towards company shares with the dissemina-
tion of investment success stories contributing 
to stock market fluctuations (Yang et al., 2021). 
Communication through social media included 
online channels such as the Internet, Instagram, 

Facebook, and YouTube, as well as offline chan-
nels comprising television programs, seminars, 
articles, various reports, and company infor-
mation news on stock exchanges, providing es-
sential investment and financial information 
(Hussein, 2009).

Shive (2010) asserted that social media influence 
impacted individual investors’ returns with infor-
mation exchanged among investors holding val-
ue for forecasting short-term stock performance. 
Chen et al. (2014) found that opinions shared on 
popular social media websites strongly predict-
ed future stock returns and earnings surprises. 
Socially motivated traders showed the ability to 
predict stock returns and the effects were not re-
versed. Social media influence on young inves-
tors who tended to trade frequently affected in-
vestment decisions (Chong et al., 2021; Schraeder, 
2016). Reports showed that the 20% of investors 
who traded the most actively achieved an aver-
age net annual return of 7.2% lower than the least 
active (Barber & Odean, 2000). By digging social 
data mines, investors could analyze stock bet-
ter due to more information leading to better re-
sults (Desokey et al., 2016). Therefore, social me-
dia influence aided young investors by enhancing 
stock analysis with better information access and 
decision-making.

Based on the literature review, this research aimed 
to investigate the impact of perceived investor so-
phistication and social media influence on invest-
ment satisfaction mediated by perceived invest-
ment return. The following seven research hypoth-
eses were proposed through this understanding. 

H1: Perceived investor sophistication affected in-
vestment satisfaction.

H2: Perceived investor sophistication affected 
perceived investment return.

H3: Social media influence affected investment 
satisfaction.

H4: Social media influence affected perceived in-
vestment returns.

H5: Perceived investment return affected invest-
ment satisfaction.
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H6: The impact of perceived investor sophistica-
tion on investment satisfaction was mediat-
ed by perceived investment return.

H7: The impact of social media influence on in-
vestment satisfaction was mediated by per-
ceived investment return.

The proposed hypotheses were further outlined in 
the diagrams (see Figures 1). 

In the diagrams (Figure 1), there were four vari-
ables: perceived investor sophistication, social me-
dia influence, perceived investment return, and in-
vestment satisfaction. Investor sophistication and 
social media influence were exogenous variables, 
while investment satisfaction was endogenous. 
Furthermore, perceived investment return acted as 
an exogenous, endogenous, and mediating variable.

2. METHOD

This empirical study used a quantitative method 
with a survey design where data collection was 
conducted through questionnaires. The unit of 
analysis focused on young investors in Indonesia. 
Primary data were gathered using a cross-sec-
tional method, capturing information at a single 
point in time. The questionnaires were distribut-
ed through the tSurvey platform and selected for 
the advanced survey-building capabilities, which 
allowed for easy customization of question types 
to meet the research needs (tSurvey, 2023). The 
analysis tool and solution used in this research 
was Structural Equation Modeling (SEM) using 

SMART PLS 4.0. The measurement scale applied 
in the questionnaire was a 1-5 Likert scale, where 
1 represented “strongly disagree” and 5 suggested 
“strongly agree”. The Likert scale, first introduced 
by Rensis Likert in 1932, has been widely adopted 
for measuring attitudes and perceptions (Arnold 
et al., 1967). 

The population for this research comprised all 
individual stock investors in Indonesia. A non-
probability method, specifically purposive sam-
pling, was adopted. According to Hair et al. (2017), 
the minimum sample size should be 10 times the 
number of indicators. Using 23 indicators in this 
study, the minimum sample size was set at 230. 
However, 344 samples were eventually collected 
with the following criteria, (1) young investors 
under 30 years old (Wang et al., 2020), (2) inves-
tors actively transacting on the Indonesian Stock 
Exchange, and (3) those with a minimum of one 
year of investment experience on the exchange.

Indicators for the key constructs were adapted from 
previous publications. Investment Satisfaction 
(IS) was measured using items from Ahmad and 
Wu (2022), Argan et al. (2014), Balasubramanian 
et al. (2003), Pandey and Jessica (2019), Shim 
et al. (2008), and Wang et al. (2006). Perceived 
Investor Sophistication (ISO) was adapted from 
Xiao and Porto (2017), Lusardi and Mitchel (2014), 
Bellofatto et al. (2018), and Yadav et al. (2022). 
Social Media Influence (SMI) was measured based 
on Bizzi and Labban (2019). Perceived Investment 
Return (IR) was assessed using items from Ahmad 
and Wu (2022), Akhtar et al. (2018), Helm (2007), 
and Pandey and Jessica (2019). 

Figure 1. Research model

Perceived investor 

sophistication

Social media 

influence

Investment 

satisfaction

Perceived investment 

return

H1

H2

H4

H3

H5
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Table 1. Demographic profile

Variables Frequency Percentage, %

Age (in years)

18-21 55 16

22-25 105 31

>25-30 184 53

Gender

Male 218 63

Female 126 37

Monthly Expenses (in million IDR)

< 5 224 65

5 < 10 94 27

10 to < 15 15 4

15 to < 20 8 2

>25 3 1

Education
Junior High School 2 1

Senior High School 76 22

Associate’s degree 

(Diploma 3)
33 10

Bachelor 213 62

Master 16 5

Others 4 1

Risk Preference

Aggressive 56 16

Conservative 74 22

Moderate 214 62

Experience 

1 to < 2 year 188 54,7

2 to < 5 years 145 42,2

5 to < 10 years 10 2,9

>10 years 1 0,3

Based on the data in Table 1, 53% of respondents 
were aged between 25 and 30 years, while 16% 
were between 18 and 21 years. Among the re-
spondents, 63% were male and 37% were female. 
Most respondents reported monthly expenses of 
less than 5 million rupiahs, suggesting that the 
majority had modest incomes. Educational levels 
varied, ranging from junior high school to a mas-
ter’s degree, with 62% holding a bachelor’s degree. 
Regarding risk preference, 62% of respondents 
had moderate risk tolerance. In terms of invest-
ment experience, 54.7% had been investing for 1 
to less than 2 years, while 42.2% had between 2 to 
less than 5 years of experience, which reflected the 
relatively young age of the respondents (30 years 
old or younger).

3. RESULTS

3.1. Measurement model  

(validity and reliability)

The measurement model was tested to determine 
whether each construct indicator effectively mea-
sured the intended variables, ensuring reliable and 
valid results. The outer model was evaluated using 
both validity and reliability tests.

Several measures were adopted to assess the ef-
fectiveness of the model’s validity and reliabil-
ity, including cross-loading, Average Variance 
Extracted (AVE), Cronbach Alpha (CA), and 
Composite Reliability (CR). Consistent with Hair 
et al. (2022), the outer loading values needed to ex-
ceed 0.5, AVE values should be greater than 0.5, 
CR values needed to be above 0.6, and Cronbach’s 
Alpha had to surpass 0.7 to confirm acceptable 
reliability.

Table 2 presents the validity and reliability of 
variables and indicators. Social media influence 
had the highest Cronbach’s Alpha (CA = 0.903), 
Composite Reliability (CR = 0.931), and Average 
Variance Extracted (AVE = 0.772). The indicator 
with the highest outer loading was from Social 
Media Influence (SMI2), which measured the 
statement, “I am influenced by recommenda-
tions from experts conveyed through social me-
dia”. None of the indicators had an outer loading 
value below 0.5, showing that all indicators were 
acceptable.

Both Cronbach’s alpha and Composite Reliability 
for each variable exceeded 0.70, confirming that 
the indicators were reliable for use in the research. 
Additionally, the AVE for each variable was greater 
than 0.5, suggesting all indicators met the criteria 
for validity.

3.2. R-Square

R-square values were calculated to measure the 
impact of all independent variables on the depen-
dent elements. For social science, an R-square of 
20% or higher was considered acceptable (Chin, 
1998). Using SMART PLS 4.0, the R-square val-
ues obtained for this study were as follows (see 
Table 3).
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Table 3. R-square

R-square R-square adjusted

Perceived Investment Return 0.348 0.345

Investment Satisfaction 0.461 0.456

The R-square values for Perceived Investment 
Return and Investment Satisfaction were consid-
ered adequate as both were above 20%. Specifically, 
the R-square value for Perceived Investment 
Return was 0.348, implying that 34.8% of the varia-
tion could be explained by Investor Sophistication 
and Social Media Influence, while the remaining 
65.2% was attributed to other factors not included 
in the model. The R-square value for Investment 
Satisfaction was 0.461, showing that 46.1% of 
the variation could be explained by Perceived 
Investment Return, Investor Sophistication, and 
Social Media Influence with the remaining 53.9% 
influenced by other factors outside the model.

3.3. Hypothesis testing

The hypothesis testing aimed to assess the signifi-
cance of the relationships between the variables. 
A path relationship was considered significant 
when the T-statistic was greater than 1.96 and the 
P-value was less than 0.05.

The results showed that the direct relationships 
between Investor Sophistication and Investment 
Satisfaction (H1), Investor Sophistication and 
Investment Return (H2), as well as Investment 
Return and Investment Satisfaction (H5), were 
positive and significant at the 1% level (P-value = 
0.000), with standard beta values of 0.416, 0.557, 
and 0.358, respectively. The relationship between 
Social Media Influence and Investment Return 
(H4) was also positive and significant at the 5% 
level (P-value = 0.044) with a standard beta of 

Table 2. Construct validity and reliability

Source: Test Results SmartPLS.

Indicators Outer Loading

Perceived Investment Return (IR) (CA = 0.858, CR = 0.899, AVE = 0.640)

IR1. I get investment profits from the increase in stock prices that I own. 0.735

IR2. I get sufficient dividends from stock investments. 0.810

IR3. Investment results I received are greater than I expected. 0.824

IR4. Investment results I receive are greater than the market return - 
Jakarta Composite Index (JCI)/Indonesia Composite Index (ICI). 0.854

IR5. Investment results I received are greater than the inflation rate in Indonesia. 0.771

Investment Satisfaction (IS) (CA = 0.897, CR = 0.916, AVE = 0.551)
IS1. I am satisfied with the stocks I own. 0.761

IS2. I would recommend others to invest in stocks. 0.581

IS3. I am satisfied with my stock investment experience. 0.793

IS4. I want to continue increasing the amount of money I invest in stocks. 0.678

IS5. I am satisfied with my decision to invest in stocks. 0.814

IS6. I feel I have made the right decision in choosing the types of stocks I invest in. 0.761

IS7. I always choose the right time to buy or sell the stocks I invest in. 0.696

IS8. By investing in stocks, I can achieve my financial goals. 0.775

IS9. Investing in the stock market correlates with my values. 0.793

Perceived Investor Sophistication (ISO) (CA = 0.754, CR = 0.836, AVE = 0.640)
ISO1. The education I received is useful for my investment decisions. 0.598

ISO2. I have good knowledge of stock investment. 0.821

ISO3. I have enough experience in stock investment. 0.752

ISO4. I invest in stocks to achieve long-term financial goals. 0.588

ISO5. I easily get information about the stocks I will buy. 0.780

Social Media Influence (SMI) (CA = 0.903, CR = 0.931, AVE = 0.772)
SMI1. I am influenced by investment advice from relatives/friends conveyed through social media. 0.883

SMI2. I am influenced by recommendations from experts conveyed through social media. 0.913

SMI3. I am influenced by stock bloggers/influencers on social media. 0.873

SMI4. I am influenced by comments from people (fellow stock investors) in social media groups such as WhatsApp/
Telegram/etc. 0.845

Note: CA = Cronbach Alpha, CR = Composite reliability (rho_c), AVE = Average Variance Extracted.
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0.103. However, the relationship between Social 
Media Influence and Investment Satisfaction 
(H3) was not significant. The mediation effects 
of Investment Return were found to be signifi-
cant. Investment Return partially mediated the 
relationship between Investor Sophistication and 
Investment Satisfaction (H6), with a P-value of 
0.000 and a standard beta of 0.200. Additionally, 
Investment Return fully mediated the relationship 
between Social Media Influence and Investment 
Satisfaction (H7) with a P-value of 0.043.

Perceived Investor Sophistication had a posi-
tive and significant impact on both Investment 
Satisfaction and Perceived Investment Return. 
Social Media Influence did not significantly impact 
Investment Satisfaction, but it did positively influ-
ence Perceived Investment Returns. Furthermore, 
Perceived Investment Return positively influenced 
Investment Satisfaction and mediated the impact 
of both Investor Sophistication and Social Media 
Influence on Investment Satisfaction. 

4. DISCUSSION

The first hypothesis, “Perceived Investor 
Sophistication had a positive significant impact on 
Investment Satisfaction,” correlates with the results 
of Saurabh and Nandan (2018). This publication 
showed that financial knowledge influenced indi-
vidual financial satisfaction. Yulianto and Wijaya 
(2023) similarly concluded that training programs, 
investor experience, and confidence reduced the dis-
position effect and enhanced investor satisfaction. 
Sophisticated investors are better prepared to handle 
volatile market conditions. The understanding of 
market trends and economic indicators allows inves-
tors to form realistic expectations which can lead to 
improved satisfaction. These investors typically have 
well-defined financial objectives and investment 
strategy correlating with the targets, contributing to 
higher satisfaction when investments support long-
term objectives. Furthermore, sophisticated young 
investors tend to adjust their strategies in response 
to changing market conditions, which increases sat-

Table 4. Path coefficient and hypothesis test results

Hypotheses Relationships Standard  

Beta 

Sample  

mean

Standard  

deviation t-values p-values Conclusion

H1 ISO → IS 0.416 0.419 0.049 8.558 0.000 Accepted

H2 ISO → IR 0.557 0.559 0.040 14.084 0.000 Accepted

H3 SMI →IS –0.043 –0.042 0.041 1.026 0.305 Not accepted

H4 SMI →IR 0.103 0.107 0.051 2.018 0.044 Accepted

H5 IR →IS 0.358 0.356 0.055 6.561 0.000 Accepted

H6 ISO →IR →IS 0.200 0.200 0.036 5.529 0.000 Accepted

H7 SMI→IR →IS 0.037 0.037 0.018 2.023 0.043 Accepted

Source: SmartPLS test results.

Note: ns = not significant; * p-value < 0.1; ** p-value < 0.05; *** p-value < 0.01. 

Figure 2. Path diagram

Perceived investor 
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Investment 

satisfaction

Perceived investment 

return

0.418***

0.557***

0.103**

–0.048(ns)

0.358***



247

Investment Management and Financial Innovations, Volume 21, Issue 4, 2024

http://dx.doi.org/10.21511/imfi.21(4).2024.19

isfaction by actively managing portfolios. Investor 
sophistication often correlates with emotional re-
silience as experienced investors are less inclined to 
panic during market downturns, thereby contribut-
ing to overall satisfaction.

The second hypothesis is “Perceived Investor 
Sophistication had a positive significant impact on 
Perceived Investment Return”. The result was con-
sistent with Gambacorta et al. (2023), who asserted 
that sophisticated investors generated higher capital 
returns than unsophisticated counterparts. More so-
phisticated investors are more inclined to recognize 
the significance of diversification and proficient risk 
management, which can further mitigate crash risk 
(Hendra & Utama, 2024). A well-diversified portfo-
lio can lead to positive investment returns (Statman, 
2017). Investors with a high level of sophistication al-
so possess a deeper understanding of market trends 
and may be more adept at timing investments, po-
tentially impacting returns (Barber & Odean, 2000). 
Financial literacy as a component of sophistication is 
positively associated with better financial decisions 
(Lusardi & Mitchell, 2008). Financial education has 
also been shown to improve both financial decisions 
and investment performance (Von Gaudecker, 2015; 
Zhang et al., 2023). Additionally, sophisticated inves-
tors are more adaptable to market changes which can 
positively influence portfolio performance (Grinblatt 
& Keloharju, 2001).

The third hypothesis, “Social Media Influence had 
no significant impact on Investment Satisfaction,” 
suggests that social media platforms often reflect 
market sentiment, impacting investor confidence 
and satisfaction. Positive sentiment might motivate 
confidence, while negative sentiment could lead 
to anxiety and dissatisfaction. Social media is also 
prone to misinformation and rumors, which lead to 
poor investment decisions and dissatisfaction when 
expected outcomes are not achieved. Furthermore, 
social media can amplify behavioral biases such as 
overreaction or fear of missing out (FOMO), which 
may influence satisfaction either positively or nega-
tively. The influence of social media on investment 
satisfaction remains debatable. However, Fu et al. 
(2019) suggested that social media could influence 
job satisfaction. Social media can be an educational 
tool, allowing investors to learn from experts, fol-
low financial news, and participate in discussions. 
Increased financial literacy may contribute to more 

satisfactory investment experiences. Participation 
in online investment communities and forums can 
also create a sense of community, where investors 
may find support, share experiences, and gain in-
sights, potentially enhancing satisfaction. In other 
words, Social Media Influence cannot directly affect 
investment satisfaction but has an indirect effect. 
Madhumitha and Lekshmi (2022) further showed 
that Social Media Influence significantly affected the 
Adoption of Health Fitness Mobile Apps (HFM) and 
the integration had a significant positive impact on 
satisfaction. Bhutto et al. (2023) also observed that 
the influence of social media and brand purchases 
affected brand awareness and consumer satisfaction. 
Additionally, Hoang et al. (2024) showed that social 
media had a moderating effect on the relationship 
between tourist satisfaction and ecotourism loyalty. 

The fourth hypothesis, “Social Media Influence had a 
positive significant impact on Perceived Investment 
Return”, shows that social media provides real-time 
information on market trends, news, and invest-
ment opportunities. This enables investors to make 
timely decisions that positively affect returns. Social 
media can also foster herding behavior where in-
vestors follow popular trends, leading to short-term 
price movements and impacting returns. Social me-
dia influencers and experts also play a role in shaping 
investment decisions. Chen et al. (2014) found that 
opinions expressed on popular social media plat-
forms could strongly predict future stock returns 
and earnings surprises. Positive endorsements may 
motivate investments in certain assets, impacting 
returns. Shive (2010) further suggested that social 
influence could affect individual investors’ returns 
and the information exchanged between investors 
held predictive value for short-term stock returns. 
Participation in online investment communities 
can provide valuable insights and collective wisdom. 
Knowledge sharing and diverse perspectives may 
contribute positively to investment decisions and re-
turns. By digging into social data mines, investors al-
so can analyze stock better because of getting more 
information and better yields (Desokey et al., 2016). 
Yang et al. (2018) asserted that extreme positive senti-
ment provided highly effective trading signals across 
various market conditions, leading to risk-adjusted 
returns significantly surpassing the S&P 500 index. 
It has been observed through empirical research that 
news sentiment strongly affects financial market 
returns.
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The fifth hypothesis, “Perceived Investment Return 
had a positive significant impact on Investment 
Satisfaction,” suggests that higher investment re-
turns lead to greater satisfaction. Investment returns 
directly influence investor contentment as positive 
returns often generate satisfaction while losses may 
cause dissatisfaction. Correlation between returns 
and financial objectives is crucial when returns 
help investors meet the targets, contributing posi-
tively to overall satisfaction. The results were consis-
tent with the studies by Grosshans and Zeisberger 
(2018), Keswani et al. (2020), and Schwaiger et al. 
(2020), confirming that Investment Returns affect 
Satisfaction. Similarly, Shim et al. (2008) argued that 
profitability was the main element in determining 
investment satisfaction. Positive returns generally 
enhance satisfaction by helping investors achieve the 
financial objectives (Pandey & Jessica, 2019). When 
investments generate profits, investors feel successful 
in reaching the financial objectives which motivates 
confidence in decision-making abilities. This confi-
dence increases satisfaction as investors see tangible 
results from the strategies. Positive returns can also 
improve financial security by increasing portfolio 
value and income which alleviates financial anxiety. 
These returns contribute significantly to investor’s fi-
nancial well-being and purchasing power, allowing 
investors to enjoy a better quality of life. Furthermore, 
good investment returns bring investors closer to fi-
nancial freedom, reducing dependence on a regular 
salary and improving life satisfaction. Success in in-
vesting can also enhance self-image with investors 
feeling more capable of managing finances, thereby 
increasing self-worth and overall satisfaction. Finally, 
profit-generating investments help reduce stress and 
financial concerns as financially secure investors 
tend to experience lower stress levels and face eco-
nomic uncertainty with greater confidence.

The sixth hypothesis, “Perceived Investment Return 
significantly mediated the impact of Perceived 

Investor Sophistication on Investment Satisfaction,” 
outlines that investors with greater financial literacy 
tend to have a better understanding of market condi-
tions, risks, and returns. This knowledge can posi-
tively influence both investment returns and satis-
faction. Sophisticated investors are more inclined to 
make informed decisions, as investors have a deeper 
understanding of market dynamics, risk factors, and 
potential returns, allowing for more strategic and ra-
tional investment choices. Additionally, these inves-
tors are better equipped to manage risks, contribut-
ing to a balanced and diversified portfolio, reducing 
the chances of significant losses and enhancing sat-
isfaction. According to Lusardi and Mitchell (2008), 
financial literacy enables investors to make better de-
cisions which positively affects the returns. Keswani 
et al. (2020) also found that returns have a significant 
impact on the level of satisfaction.

The seventh hypothesis, “Perceived Investment 
Return significantly mediated the impact of 
Social Media Influence on Perceived Investment 
Satisfaction,” underscores the role of social media 
in providing fast and widespread access to financial 
information. Investors can use these platforms to 
obtain real-time news, analysis, and market trends, 
potentially leading to more informed decisions that 
improve returns and satisfaction. Social media can 
also contribute to herd behavior where investors fol-
low popular trends. When the behavior results in 
successful outcomes, it may positively influence in-
vestment satisfaction. Shive (2010) asserted that so-
cial media influence can affect individual investor 
returns, and the information exchanged between in-
vestors can have predictive value for short-term stock 
returns. Hu et al. (2024) added that social media 
posts with a positive tone often forecast higher fu-
ture returns. Research by Grosshans and Zeisberger 
(2018), Keswani et al. (2020), and Schwaiger et al. 
(2020) further supported the idea that investment re-
turns directly impacted satisfaction. 

CONCLUSION

This study aimed to investigate the impact of perceived investor sophistication and social media influ-
ence on investment satisfaction with perceived investment returns serving as a mediator. The results 
confirmed that both perceived investor sophistication and investment returns significantly affected in-
vestment satisfaction, while social media influence did not have a direct effect on investment satisfaction. 
However, social media influence indirectly impacted investment satisfaction through perceived invest-
ment returns, which partially mediated the effect of investor sophistication on investment satisfaction. 
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Perceived investor sophistication was found to significantly influence investment satisfaction by shaping de-
cision-making, risk management, market understanding, objective correlation, adaptability, and emotional 
resilience. Investors, regardless of the level of sophistication could benefit from current education and stay 
informed to enhance investment satisfaction over time. Sophisticated investors were generally better at un-
derstanding market trends and managing risks, leading to more informed decisions and potentially better 
investment returns. Therefore, investor sophistication had both a direct effect and an indirect effect on sat-
isfaction, mediated by investment return. On the other hand, social media influence did not directly affect 
investment satisfaction.

Perceived investment return evolved as a crucial element in increasing investment satisfaction. It served as a 
mediator between the effects of perceived investor sophistication and social media influence on investment 
satisfaction. Sophisticated investors tended to make more informed decisions, assess risks more effectively, 
and correlated the expectations with investment outcomes. Future research could delve deeper into invest-
ment satisfaction from a financial perspective and explore whether social media served as a mediator or mod-
erator in the relationship between investment satisfaction factors.

In Indonesia, the proportion of investors remained lower compared to other Southeast Asian countries. 
Understanding factors influencing investment satisfaction is crucial, particularly among young investors 
(30 years and under) who represented the largest age group but held the smallest total investment value. 
Identifying these factors can help motivate young investors to increase investments in the Indonesian stock 
exchange, potentially stimulating the total value of stock and shifting the balance of local versus foreign in-
vestors. Enhancing investor sophistication through financial education and literacy programs can positively 
impact investment satisfaction. Financial institutions and advisors should prioritize educating investors to be 
empowered to make well-informed decisions.
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