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Abstract. Investment decision making is a complex process in investment and
influenced by many factors. One of them are accounting information. Accounting
information has a beneficial value to investors in investment decisions. However,
rather than consider accounting information, investor psychology be the under-
lying factors for the investor in making investment decision. This study aims to
determine and analyze the psychological factor determining investment decisions
by beginner investors on the Indonesia Stock Exchange (BEI) in West Sumatera.
The aims of this study is to analyze and examine: 1) the effect of risk perception,
problem framing and information asymmetry on investment decisions. The results
shows that only risk perception had the positive correlation with investment deci-
sion in capital market, while problem framing and information asymmetry had no
relation to investment decisions.
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1 Introduction

Investment is an interesting topic of discussion, especially investment in the capital
market. Rapid economic growth drives the society to be consumptive and encourage
people’s enthusiasm in doing investment in order to obtain high return in order to fulfill
their needs. In general, people invest with the aim of getting a high return accordance
with what is expected.

The number of people who entered the stock market rose very high in 2021. Based
on OJK data there are 7.4 million investors in stock market, mainly retail investors, many
of them are young people, millennials, gen z [1]. These young investors are tended to
do investment decision based on their psychological factor rather than using traditional
method which are technical and fundamental analysis [2].

There are several factors determining financial decisions. One of them comes from
individual psychological factors or emotions. Emotions or the power of psychological
bias can make investors ignore negative things about something they already know. For
example, there is a feeling that investors are very aware of a stock or are emotionally
attached to a company’s stock and do not make changes even though the company is
experiencing difficulties. Due to the inability of traditional financial theories to explain
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the persistence of many patterns in financial markets, many new theories have been
developed to understand these patterns. These theories are in the form of theories con-
cerning the biases of human psychology and in general these theories are grouped in the
study of behavioral finance.

Behavioral Finance is a theory that focuses on the psychological influence of investors
in making financial decisions and market investors sometimes make decisions when mar-
ket conditions are full of uncertainty. The behavioral finance concept considers different
types of investors in view of the risks associated with investment decisions. Bailard,
Biehl & Kaiser (an investment institution in California, United States) said that there
are basically five kinds of investors in the capital market, known as the Five-Way Model
(Thomas & Rajendran, 2012) [3]. These groups are divided into several categories,
namely risk takers consisting of adventurers and celebrities; risk averse consisting of
individualists and guardians; and groups that cannot be assigned to any of the four groups
(straight arrows).

While various empirical evidences have been obtained that framing can cause behav-
ioral differences in decision making. [4] explains the framing effect phenomenon through
prospect theory which states that the framing adopted by managers can influence the
decisions they make. The manager processes the information he receives into a decision
on a problem based on the adopted framing. (Susanto, 2011) [4] in his research has
proven the ability of the framing effect in manipulating the risk tendencies of decision
making. When decision alternatives are framed positively, the group will tend to avoid
risk than individuals, and when decision alternatives are framed negatively, the group
will tend to take risks when compared to individuals.

Companies that have presented quality financial reports can easily find out the com-
pany’s performance. The low information asymmetry means that the financial statements
have been presented in a quality manner so that there is no information imbalance. The
smaller the difference in information means that the shareholders have carried out effec-
tive supervision of the performance carried out by the company’s management. The
company’s management has received direct monitoring from shareholders so that the
financial statements presented are of higher quality.

Therefore, the researcher sees the need to do research on the influence of psycho-
logical factors, namely risk perception, framing problems and information asymmetry
on the interest of beginner investors to invest in the stock market.

1.1 Literature Review
1.1.1 Behavioral Finance

Behavioral Finance is a theory that has been studied since 1950. Basically, behavioral
finance is a theory that focuses on impact psychology of investors in making financial
decisions, and sometimes create uncertainty when observing market conditions. Behav-
ioral Finance is behavior that a person manages and applies in finance. Behavioral finance
is the study of how psychology affects finance. Psychology is the basis of desires, goals,
and motivations human and that is also the basis for various human errors stems from a
ceptual illusion, too confident, too dependent on the rules practical, and emotional [3].

In Behavioral finance, nature, emotions, and preferences are very influential in deter-
mining actions, especially temporary decisions. Personal interests have a major impact on
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financial management, which in turn affects investors’ investment decisions. In making
investment decisions, Behavioral finance relates to psychological factors of investors,
such as the anxiety and fear of investors when making decisions because a decision
must be taken quickly and accurately, because if one decides, the opportunity to obtain
an expected and targeted profit will be lost. Psychological factors of an investor can
make investors take actions that tend to be unpredictable and irrational which results in
investment decisions being taken based on emotions, nature and knowledge that make
an investor overconfident.

1.1.2 Prospect Theory

Prospect theory is a theory declared by Kahneman and Tversky in 1979 [4] which
explains how a human decides in a situation where the outcome cannot be predicted. In
this prospect theory it is emphasized that someone often acts irrationally under risk and
uncertainty, because psychological factors and uncertain behavior will affect a person
in choosing rational decisions [5].

This prospect theory has something to do with the idea that a person does not always
have a rational disposition. This theory asserts that there will be a bias that is always
motivated by psychological factors that will influence a person’s decision in an uncer-
tain situation. The purchase decision made by an investor is not only based on rational
considerations, but is also influenced by emotional factors [6].

1.1.3 Investment Decision

An investment decision is defined as a decision taken in investing to gain profits in the
future [7]. Investment decisions are based on the expected rate of return, level of risk and
the relationship between return and risk. Return or so-called profit is the main reason for
people to invest. The desire to get a return is a natural thing expected by investors for
the funds they have invested. However, there are several important things that investors
must pay attention to, how much risk investors will face from the investment. In general,
the higher the expected return, the greater the risk level [8]. Investment has a goal to
achieve the desired expectations. In addition, investment is also able to reduce the impact
of inflation which continues to occur every year [9].

1.1.4 Risk Perception

Risk perception is a vision in understanding individual objects such as events through
the five senses obtained from observing objects and circumstances that can cause events
and interpreting them. Anxiety is closely related to the perception of risk. Anxiety occurs
when individuals feel they will be faced with a dangerous situation. The term risk refers
more to the probability of a hazard occurring [10]. Risk perception can be subjective
and functional, so that deviations from the perceptions of others can occur. The object
of investment risk is understood, namely the deviation from the expected profit. If there
is uncertainty, this means that investors will receive future returns, the value of which is
not yet known. Risk is the deviation of the actual return received from the expected into
investment theory where the more the risk, the higher the profit return and vice versa.
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Tolerance to financial risk is something that needs to be considered when making the
right to the aspects to be taken in an investor’s investment.

If someone has a high level of risk perception, they will be careful in making invest-
ment decisions, while someone who has a low level of risk perception will be brave
in making decisions because they already have quite a lot of experience in investing
[6]. Aren & Zengin (2016) [11] argue that risk perception affects individual investment
preferences. Based on this, the following hypotheses can be proposed:

HI1: Risk perception influences beginner investor in investment decisions.

1.1.5 Information Asymmetry

Information asymmetry is a condition in which managers more access about company
condition or prospect rather than other party including owner or investor. It’s allowing
conflicts that occur between principals and agents to try to take advantage of each other
for their own interests. Companies should investigate the impact of information asym-
metry, corporate differences in business decision making. This examination also seeks
to consider suggestions for leading exploration of the current bookkeeping information
capacity and advice in making investment decisions in companies.

The discretion of management in making an investment decision will have an impact
on the level of profit that will be obtained by the company, because if the company’s
management has a narrow investment decision, there will be a lot of risk that will be
obtained by the company so that the profits obtained by the company are not optimal.
There are previous studies that support the effect of information asymmetry on invest-
ment decisions, are research from Hunjra (2016) [12]. The results of research show that
information asymmetry has a positive influence on investment decisions. Based on this,
the following hypotheses can be proposed:

H2: Information Asymmetry influences beginner investor in investment decisions.

1.1.6 Problem Framing

Problem framing are one of the reasons which affects the bias in decisions making. Infor-
mation is presented (framed) on decision makers can influence the types of decisions
taken. Framing affects investment decision as person who given framing treatment usu-
ally reach differently compared to others who has not given the treatment [13]. Mital &
Ross (1998) [14] found that information framing had a different effect on interpreta-
tion of an issue. Research by Susanto found information framing has an influence on
investment decision making [14].
Based on this, the following hypotheses can be proposed:

H3: Problem framing influences beginner investor in investment decisions.

2 Methods

This research is quantitative research, using method of causal research aims to determine
the causal relationship of things. The population in this study are all people who is
beginner investor in West Sumatera area.
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The sampling method used in this research is nonprobability sampling, a sampling
method that does not provide same or equal opportunities for everyone in the population
to be selected as a sample (Syahrum and Salim, 2012: 115) [15] Meanwhile, technique
the sampling used in this research is purposive sampling. The sample criteria in this
study are individual stock investors who manage their own investment portfolios and
has made a share sale and purchase transaction on the Indonesia Stock Exchange.

There are 4 variables that are used as variables research instrument. The variable
consists of the independent variable and the dependent variable as following.

1. The independent variable is Risk Perception (X1), Information Asymmetry (X2) and
Problem Framing (X3)
2. The dependent variable is Investment Decision (Y)

3 Results

3.1 Validity Test

The validity test used to test the correctness or the validity of questioners which given
to respondent. The steps taken to test the validity are by adding up each question being
tested. After that, it can be seen the validity if each item of questioners. Testing the
validity of each item used item analysis, which correlated the score of each item with
the total score which is the sum of the item scores. An instrument is said to be valid if
it has a significance level of error (alpha) below 0.05.

3.2 Reliability Test

Reliability is a tool to measure a questionnaire which is an indicator of a variable or
construct [16]. The reliability test on the Likert scale was carried out by processing the
data in SPSS. The test results show that all items in each variable with a Likert scale
on 67 respondents have a Cronbach’s Alpha value > 0.70. In accordance with Ghozali
(2016:48) [16] that if the Cronbach’s Alpha value > 0.70 then the variable is declared
reliable.

3.3 Coefficient of Determination

In the table of determination coefficient test results above, it can be seen that R Square
(R2) is 0.240. This shows that the independent variables of risk perception, framing
problems, and information asymmetry can only explain 24% of the dependent variable
of investment decisions. While the remaining 76% (100%-24%) is influenced by other
variables not included in this study.
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Model Summary

Model |R R Square | Adjusted R Square | Std. Error of the | Durbin-Watson
Estimate
1 .583a | .240 186 38109 2.103

a. Predictors: (Constant), RiskPerc, ProbFra, InfAsy. b. Dependent Variable: InvDec

3.4 F Test

Based on processed data, the F test value is 7,851 or greater than F table 3,35. So it
can be concluded that problem framing, risk perception and problem framing together
influence to the investor decision making.

3.5 Spearmen Test

From the results of the normality test or data distribution, it was found that the data were
distributed or not normally distributed. Therefore, the hypothesis testing was carried
out with non-parametric test equipment. In this case, the hypothesis will be tested non-
parametric, namely spearmen test.

Correlations
PerpRes Keplnv
Spearman’s rho RiskPerc Correlation Coefficient 1.000 429"
Sig. (2-tailed) . .001
N 56 56
InvDec Correlation Coefficient 429" 1.000
Sig. (2-tailed) .001
N 56 56

**_ Correlation is significant at the 0.01 level (2-tailed).

The table shows that the significance value of risk perception is 0.001. The value
is below 0.05 so it can be concluded that the perception of risk has a positive and
significant effect on investment decisions. The constant value of 0.429 means that for
every 1 increase in investment decisions, the perception of risk increases by 0.001.

Correlations
ProbFra InvDec
Spearman’s rtho ProbFra Correlation Coefficient 1.000 .199
Sig. (2-tailed) . 141
N 56 56
InvDec Correlation Coefficient .199 1.000

(continued)
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(continued)
Correlations
ProbFra InvDec
Sig. (2-tailed) 141
N 56 56

The table shows that the significance value of the problem framing variable is 0.141.
This value is above 0.05 so it can be concluded that the framing problem has no significant
effect on investment decisions.

Correlations
AsimInf Keplnv
Spearman’s rho InfAsy Correlation Coefficient 1.000 178
Sig. (2-tailed) . 124
N 56 56
InvDec Correlation Coefficient 178 1.000
Sig. (2-tailed) 124
N 56 56

The table shows that the significance value of the information asymmetry variable
is 0.124. This value is above 0.05 so it can be concluded that the framing problem has
no significant effect on investment decisions.

4 Discussion

Related to the exposure of the spearmen test. Risk perception has positive significant
effect to investment decisions. While problem framing and information asymmetry has
no correlation to investment decision. Perception of risk affects investment decisions.
The theoretical implications of this study support the Prospect Theory which is the
basis for the theory of risk perception variables. Risk perception is explained through
prospect theory which underlies that one does not always act according to financial
theory standards under risk and certainty, one adds psychological factors and uncertain
behavior for rational choices. The practical implication of the results of this study is that
related parties need to pay attention to the level of risk perception of beginner investors
so that they can make good and wise investment decisions. This is because the risk
perception variable has a significant positive result for beginner investment decisions in
West Sumatra.

On the other hand, the problem framing and information asymmetry is not determined
beginner investor in investment decision making. The results of this study are in accor-
dance with research conducted by Erlinda Kusuma Wardhani (2014) [17]. Respondent
of the research are students of the 2010 and 2011 Accounting Education Department,
Yogyakarta State University. This research stated that information framing has no effect
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on investment decisions. Two things that can explain the emergence of this new finding
are aspects of participants who are inexperienced, or have never experienced losses in
stock trading transactions.

5 Conclusion

Based on the analysis obtained, the following conclusions can be drawn:

1. Risk perception has a positive effect on investment decisions. This means that the
higher the individual’s risk perception, the more daring they tend to make invest-
ment decisions because they like risky conditions. Uncertain conditions involving
emotions, preferences, traits, and others

2. Problem framing has no effect to investment decisions.

3. Information asymmetry has no effect to investment decisions.

Limitations in this study, then some suggestions that can be recommended by
researchers for further research is better, among others, as follows. (1) The study uses a
sample of beginner investors. In future research it is hoped that it can be carried out on
a wider range of respondents.
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