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ABSTRACT

Purpose: Decision-making process about financial investment is complicated. Relying on modern financial theory
to explain behaviours of individual investors is inadequate because it focuses on the objective risk as the determinant
for making investment decisions under the assumption that individuals are rational. The current study, which was
built from the financial, sociological and psychological perspectives, investigated the predictors of risk perception
and determined the association of risk perception and attitude toward financial investment intention. This study served
the purpose of unravelling the complexity of the financial investment decision-making process among individuals.
Design/methodology/approach: The research framework was based on Perception Formation Model (PFM) with
further support from the Theory of Planned Behaviour, decision making models under risk, and knowledge-attitude-
behaviour model. Purposive-sampling method was adopted. The dataset, which consisted a total of 492 responses
from income earners below the age of prime savings years were entered for analysis. Twelve hypotheses were
tested using the Analysis of Moment Structures (AMOS) statistical software.

Findings: Measurement-model assessment revealed the data fitted well to the research model Results from the
structural-model assessment revealed subjective knowledge, peer influence, internet influence, and risk propensity
had a significant relationship with favourable risk perception. Consistent with the PEM proposition, it was found
favourable risk perception significantly related to higher intention toward financial investment.

Research limitations/implications: The resultant outcomes strengthen the understanding of how financial invest-
ment decision is performed by individuals, which is crucial in the personal-finance industry, especially in promoting
a long-term and meaningful client-advisor relationship. Interestingly, objective knowledge, which measured the ac-
tual level of financial knowledge was found to be insignificantly associated with risk perception and intention toward
financial investment. As a sizeable financial literature posited financial knowledge has impact on decision-making
process, future study could perhaps examine whether objective knowledge could contextually alter the relationship
between predictors and the endogenous variable.

Originality/value: The study has successfully identified several predictors for risk perception about financial invest-
ment and provided an empirical link for knowledge-perception-attitude-intention, thus, enriching the behavioural
finance literature. The research model was robust as it was formulated based on the three major pillars of behavioral
finance, namely: financial, sociological, and psychological perspectives.
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[ . Introduction

The concept of financial decision making has long
been dominated and explained by traditional finance
theories. Nevertheless, the effectiveness of these
theories in describing risk-taking behaviours among
individual investors was questioned. Over the years,
many researchers in financial markets and personal
finance have discovered inconsistent results with
regard to the notion of rationality (Capon et al., 1996;
Dulebohn and Murray, 2007; Gooding, 1975; McGregor
et al., 2000; Olsen, 1997), especially those in relation
with making risky financial decisions (Diacon and
Ennew, 2001; Diacon and Hasseldine, 2005; Loewenstein,
1999; Vlaev et al., 2009). These discrepancies suggest
that an alternative view must be brought forward
to explain how individuals make financial investment
decisions.

Despite the significance of financial planning for
each individual in the society, Khazanah Research
Institute reported that the saving rate among Malaysians
is trending downward (The Star, 2016). It is recorded
by AKPK (2018) that three out of 10 working adults
in Malaysia need to borrow money to purchase
essential goods and more than of half of those earning
below RM2,000 cannot even afford RM1,000 emergency
expenses. These figures further suggest that young
Malaysians are currently either facing a serious lack
of interest in financial investment or not practicing
prudent personal financial management. Hence, in
evaluating the complexity of the financial decision-
making process, this study examined the determinants
of risk perception as well as whether risk perception
and attitude play a crucial role in the behavioural
intention toward financial investment. The survey
data of individuals under the ‘prime saving years’
(Poterba, 2001) was employed as this group of people
has been typically linked to financial knowledge
inadequacy (Lim et al, 2014; Osman et al., 2008;
Sabri et al.,, 2010) and financial mismanagement
(BERNAMA, 2015; Duasa and Yusof, 2013; Jariah
et al., 2004; The Star, 2016).
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IT. Literature Review

While the notion of risk perception was initially
introduced by Bauer (1960) to explain consumer
risk-taking behaviours, Ricciardi (2008) clarifies that
this concept is applicable to understanding financial
behaviour. In the context of making investment
decisions, risk perception is utilised by investors as
part of a subjective judgment process when gauging
the level of investment risk (Ricciardi and Rice, 2014).
According to behavioural finance viewpoint, the
perceptual process in terms of risky decision making
is complex. It is also directly linked to the way
information is processed in the real world which
is governed by the behavioural finance assumptions
of bounded rationality, heuristics and biases, cognitive
elements, and emotional factors (Ricciardi, 2004,
2008). Perception Formation Model (PFM) that was
forwarded by Litterer (1965) explains that perception
formation is affected by multiple factors and the way
in which an issue is perceived will consequently
influence individuals’ behaviour. This model further
suggests that only certain information will be selected
(the notion of selectivity) as people are hampered
by their inability to acquire and digest all information.

In parallel with the bounded rationality concept,
rationality of people is restricted by their reasoning
constrictions (Simon, 1955) to process all information
especially in making risky financial investment
decision under limited time. In order to avoid
information overload, people tend to process the type
of information based on their level of knowledge
and surrounding value system. Even when people
are expected to act concurring to normative theory
(theoretical models of efficient financial markets are
classified as normative), their decisions can be inconsistent
with the normative theory when confronting with
fresh information that link to indefinite situations
(such as making financial investment). Besides the
level of financial knowledge, other key factors of
perception on financial investment (include forming
attitudes, absorbing values, and obtaining interpretation)
are reference groups. This element refers to the groups
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of people in which an individual can relate to and
whose opinions and beliefs can be influenced. With
regard to the study of behavioral finance, examples
of reference groups include family members, relatives,
friends or even colleagues, as well as the influence
of the Internet. All in all, the better approach to
study financial decision making among individuals
is through interdisciplinary linkages of three pillars:
financial, sociological and psychological perspectives
(Ricciardi & Simon, 2000). Sociology offers understanding
in what manner the attitudes and conducts of people
are shaped by qualities of social connection; psychology
provides explanations on how the reasoning process
is modified by ones’ psychological and physical
conditions along with related outer surroundings;
whereas finance emphasises on concerns relate to
value assessment as a function of resources attainment
and distribution; i.e. financial investments.

It is noted that financial knowledge can influence
risk perception, attitude toward financial investment,
and behavioural intention toward financial investment
(Lim et al., 2018). As a type of information that
is kept in memory, financial knowledge can be utilised
by individuals to produce innate and useful property
of the knowledge as well as make reasoning and
explanation regarding their financial decisions (Alba
and Hutchinson, 2000). Perry and Morris (2005)
showed financial knowledge has the most effect on
causing sensible financial behaviour, while Wang
(2009) confirmed financial risk taking, objective
knowledge, subjective knowledge are correlated. As
far as this research is concerned, two components
of financial knowledge are employed, namely objective
knowledge and subjective knowledge.

Objective knowledge is measured using questions
related to interest rate, saving, unit trust, shares, risk
and return, diversification, time-value of money,
inflation, and so on and so forth. Typically, individuals
with a higher level of objective knowledge can employ
category-based processing because the tendency for
the development of a set of expectations about financial
products is also higher (Wang, 2009). This condition
suggests that individuals who are financially literate
will have a better understanding of financial information

because the real or actual knowledge helps them
digest the information pertaining to an investment
product. Moreover, those with a higher level of
objective knowledge are expected to possess a clearer
idea about the concept of investment alongside its
risk characteristics and they are also less likely to
feel threatened by financial information. Individuals
who possess financial literacy can easily identify the
right indicators as well as their functions and
significance in affecting the performance of investment
options. A lot of the uncertainties related to the
investment will be eliminated because these people
are aware that their decisions to face or to avoid
certain risks are knowledge guided. They tend to be
open-minded and have a positive outlook about
financial investment in general. Individuals with good
financial knowledge will also acknowledge that
investment activity is one of the effective ways to
beat inflation which further results in wealth preservation.
Besides, diversification will be understood as a useful
concept to reduce risks without forgoing much
potential return. As they are more aware of factors
affecting investment returns, individuals with excellent
financial knowledge can develop better investment
plans that conform to their own preferences and goals.
Facts and figures will be the foundation of their
investment plans rather than depending on heuristic
cues. Accordingly, the current research postulates
that individuals with higher levels of objective knowledge
have favourable risk perception and attitude toward
financial investment, as well as a higher degree of
preparedness (readiness) to engage in financial investment
activities.

Subjective knowledge refers to individuals’ perception
of things that they know (Brucks, 1985). Despite
subjective knowledge is doubtful to assist efficiency
in differentiating variability of attribute search as
well as affect the capability to formulate the benefit/cost
ratio of acquiring financial information, Brucks (1985)
and Raju et al. (1995) contended that self-assessed
knowledge may have a positive influence on confidence
levels. This argument denotes that individuals who
think that they know more have higher confidence.
Simultaneously, those who consider themselves
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unfamiliar with investment knowledge may have
more difficulties in processing financial information
due to low self-confidence. In contrast, individuals
with high levels of subjective knowledge may find
it easier to process financial information and they
will also make decisions based on the confidence
level of their self-assessed knowledge. Based on
previous studies that examined subjective knowledge
and behaviour in other functional area of business
including consumer research, it was discovered that
individuals who give high rating to their self-knowledge
tend to have positive perception and attitude in
addition to being receptive to new ideas and products
(Wildavsky and Dake, 1990; Aertsens et al., 2011).
Robb and Woodyard (2011) uncovered not only that
subjective financial knowledge and financial behaviour
were related, but comparing to objective financial
knowledge, subjective knowledge had a greater
impact on financial behaviour. Hence, it is predicted
that subjective knowledge has a positive association
with favourable Risk Perception, attitude toward
financial investment, and financial investment intention.

Nofsinger (2005) asserted that investors’ actions
are driven by what they think. He further argued
that what people’s thinking is derived from their
feeling, which is also affected by their interactions
with other people. Additionally, it has been argued
that the moods or activities of investors are related
to human interactions which result in the formation
of consensus opinion that may affect the individual
decision-makers (Prechter, 1999; Nofsinger, 2005).
Based on a study that examined the association
between social influence and trading and stock returns
by individual investors, Shive (2010) found that
individual investor trading has a significant relationship
with social effects. Hilgert et al. (2003) investigated
the predictors of financial behaviour and concentrated
on four general types of financial habits: saving, debt
management, cash-flow management and investments.
The results showed that respondents picking up about
financial affairs from family and friends and is also
substantially linked to positive improvements in
financial behaviours. While speeches and writings
were the main mediums of communication historically,
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the advancement of technology today has resulted
in the communication innovation such as broadcasting,
telecommunication, and most recently social medias
on the Internet (Shiller, 1995; Han, 2019). The
technological evolution that is especially related to
internet platform has produced a more rapid exchange
of information and opinions. It is believed that the
advent of social media platforms such as blogs,
Twitter, and Facebook, coupled with a vast improvement
in the portable device technologies such as handheld
computer tablets and smartphones can further improve
human interactions. Social interactions with colleagues,
friends, family members, and the Internet are considered
as an essential avenue to propagate information and
ideas effectively (Shanmugham and Ramya, 2012).
Not only do individual investors discuss with their
family members, colleagues, and friends about financial
investments, investment views and decisions are also
influenced by these people (Nofsinger, 2005). Thus,
it is predicted that social influence agents including
family members, peers, and the Internet have a
positive relationship with risk perception.

According to Dulebohn and Murray (2007), risk
propensity is defined as the general risk orientation
of individuals with regard to financial investment
contrary to their attitudinal preferences for investment
risk. As far as the present research is concerned,
risk propensity refers to the tendency of an individual
to face or avoid risk. Risk propensity has often been
conceptualised as a risk-taking tendency by decision-
makers. Research models proposed by Brockhaus
(1980), Sitkin and Pablo (1992), Sitkin and Weingart
(1995) and Dulebohn and Murray (2007) indicated
that risk propensity can affect risk perception; while
Ulleberg and Rundmo (2003) discovered that risk-seeking
desire has an impact on risk perception. These findings
signify that individuals with a higher level of risk
propensity are more inclined to underestimate the
levels of risk of an investment. Hence, it is deduced
that risk propensity is positively associated with
favourable risk perception.

Previously, many theorists contended that one’s
perception will directly affect one’s behaviours.
Litterer (1965) explained that towards the end of
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the closure stage, “a whole picture” will be constructed
by individuals based on parts of information in order
to create a meaningful entirety. This conception
proposes that people would ‘close’ the thinking
process and form a perception regarding a specific
issue. Subsequently, individuals’ behaviour will be
influenced by their perception. March and Shapira
(1987) suggested that when situations are perceived
as favourable, people will focus on the inherent
opportunities of such situations which will then
produce risk-seeking behaviour. Their postulation
was further confirmed by later research which
discovered that risk-taking behaviour seems to be
affected by people’s perception on the activities’
benefits and risks (Weber et al., 2002). More recent
survey of 430 individual investors revealed the
personality traits and perceived risk affect the
outcomes of financial investment (Phung and Mai,
2017). In addition, it discovered perceived risk
significantly mediated the relationship between the
personality traits (openness, extraversion, and
neuroticism) and outcomes of financial investment.
Hence, individuals who perceive investment risk
positively have a higher likelihood to engage in
financial investment.

Individuals’ overall evaluation (either favourable
or unfavourable) pertaining to the engagement of
financial investment activities can be reflected from
their attitude toward financial investment itself. The
results of 16 previous studies were analysed by Ajzen
(1991) in order to assess the connection between
attitudes and behavioural intention, among others.
One of the verdicts of this analysis was that attitudes
toward various behaviours resulted in a noteworthy
contribution to the forecast of intentions. Similarly,
in examining behavioural intention pertaining to
online share trading, Lee (2009) and Ramayah et
al. (2009) have found that attitude has a direct positive
impact on behavioural intention to use online trading.
Another research that investigated the determinants
of investment intention among individuals also
deduced that attitude has a strong positive relationship
with intention towards trading (Shanmugham and
Ramya, 2012). Sahi et al. (2013) advocated individuals

utilise numerous filters in interpreting the information
made available to them, and the filtering process
is linked to the designs of the human mind in relation
to making financial investment decisions. They
showed people have numerous perceptions and
attitude preferences that bias their decision-making
process related to financial investment. Thus, it is
postulated that attitude toward financial investment
and its behavioural intention are positively linked.

[II. Methods

Variable measures employed in this study, namely
financial investment intention (Lam and Hsu, 2006),
objective knowledge (van Rooiji et al., 2011),
subjective knowledge (Flynn and Goldsmith, 1999),
family influence, peer influence, internet influence
(Jorgensen and Salva, 2010), risk propensity (Dulebohn
and Murray, 2007), risk perception (Hoffman et al.,
2013), and financial investment attitude (Lee, 2009;
Ramayah et al., 2009) were sourced from past
research. Apart from objective knowledge which was
directly measured, all other constructs were observed
using multiple items and operationalised using a
Likert scale. The research instrument was pretested
and piloted rigorously (Lim et al., 2017) prior to
the actual survey. Purposive sampling was employed
and the face-to-face survey was conducted among
income earners between 19 to 39 years old from
the Peninsular Malaysia, Sabah, and Sarawak.
Besides, the dataset was inspected for omissions,
ambiguities, and inconsistencies before it was
processed for statistical screening. This screening was
performed in order to check for correctness of entry,
missing values, monotone cases, outliers, and assumption
of normality distribution. Additionally, various procedural
remedies proposed by Podsakoff et al. (2003) were
implemented to ensure that common method variance
(CMV) was not apparently present. The dataset was
also tested using Harman’s single factor test (Podsakoff
and Organ, 1986), i.e. a statistical procedure to
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confirm that CMV was absent. The respondents’
profiles are presented in Table 1.

[V. Results and Discussion

Two stages are performed in the Structural Equation
Modelling, namely the measurement model assessment
(MMA) and the structural model assessment (SMA).
The MMA under AMOS is undertaken to ensure
that the data fit the model and that the model is
free from issues caused by unidimensionality, internal
consistency reliability, convergent validity, and
discriminant validity. After 21 iterations were conducted,
the research model attained a good fit. Results showed
that CMIN/DF was 2.022 (lower than 3), GFI, NFI,
TLI, and CFI were 0.911, 0.918, 0.949 and 0.956
respectively (all higher than 0.90), RMSEA was 0.046
(lower than 0.050), and SRMR was 0.0375 (less than
0.08). It was also found that the Chi-Square was
749.987 with a degree of freedom of 371. The
significance of the Chi-Square statistic was lower
than 0.05 (p-value = 0.00) due to the large sample
size (> 200).

Table 2 illustrates that all items had good loadings
above 0.50, and hence, unidimensionality is not an
issue. The composite reliability (CR) values were
between 0.70 and 0.90, further confirming that the
internal consistency reliability of construct was
attained (Hair et al., 2014). The convergent validity
was established as the AVE values for all constructs
were more than 0.50. Furthermore, the square root
of AVE values of all the multiple-item constructs
was employed to examine the discriminant validity.
These values were then compared with correlations
of other constructs. Based on the diagonal values,
discriminant validity was attained since the square
root of AVE values were higher than all correlations
(in row and column) of the constructs.

Figure 1 illustrates the structural paths of the
research and as evidenced by various fitness
indicators, the data fitted adequately to the structural

4

Table 1. Profile of Respondents (N = 492)

Demographic Variables Percentage
Gender
Male 36.3
Female 63.7
Occupation Sector
Government 35.6
Private 51.6
Business/Self-employed 12.8
Retirement Scheme
Public Pension 28.9
Employee Provident Fund 52.4
None 18.7
Marital Status
Single 50.6
Married 47.6
Divorced/Widower 1.8
Education Level
Primary School 1.0
Secondary School 27.3
Diploma/University Degree 71.7
Min Max Mean  Std Dev
Age 19 39 28.71 6.098

Monthly Income (RM) 500 10000 2909.47 1830.819

model. The analysis of the 12 hypotheses and the
resultant outcomes are presented in Table 3. It was
discovered that nine direct paths were significant
(t-value > 1.645, p-value < 0.05, one-tailed). The
estimated R-squared for risk perception, attitude, and
behavioral intention were 0.54, 0.59 and 0.38 respectively,
which can be considered to have a substantial
explanatory power (Cohen, 1988 as cited in Cohen,
1992) and deemed as high (exceeds 0.20) for behavioural
research (Hair et al., 2014).

While subjective knowledge was found to be
positively and significantly linked to favourable risk
perception, objective knowledge did not demonstrate
any significant association with risk perception. The
significant relationship between subjective knowledge
and risk perception suggested that respondents who
regarded themselves as financially literate would
perceive financial investment to be safe. Although
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Table 2. Factor Loadings, Internal Reliability, Convergent Validity, and Discriminant Validity

Construct Item Loadings CR  AVE Att Fam SK Peer INT RP PER BI
. Att5 0.804 0.873 0.632 0.722
Attitude toward
Financial Att4 0.810
Investment Att2 0.720
(Att)
Attl 0.752
. Fam6 0.790 0.788 0.567 0.165 0.753
Family
Influence Fam4 0.909
(Fam) Fam2  0.500
SK4 0.776 0.807 0.513 0.570 0.166 0.795
Subjective SK3 0.763
Knowledge
(SK) SK2 0.849
SK1 0.790
Peer6 0.752 0.866 0.619 0.353 0.450 0.416 0.716
Peer Peerd 0.777
Influence
(Peer) Peer3 0.697
Peerl 0.631
INT5 0.767 0.888 0.666 0.479 0.221 0.498 0.483 0.787
Internet INT4 0.870
Influence
(INT) INT2 0.761
INTI 0.742
RP4 0.766 0.855 0.597 0.620 0.191 0.561 0.403 0.552 0.816
» Risk RP3 0.832
ropensi
(I;{P)ty RP2 0.815
RP1 0.849
Risk RP3 0.787 0.856 0.667 0.733 0.159 0.639 0431 0.517 0.605 0.817
Perception RP2 0.751
(PER) RPI 0.904
Behavioural BI6 0.828 0.886 0.662 0.498 0.120 0.565 0.323 0417 0473 0.516 0.813
Intention toward BI4 0.826
Financial
Investment BI2 0.747
(BI) BIl 0.849

it has been argued that subjective knowledge is
unlikely to provide efficiency in the processes of
searching and interpreting information (Brucks,
1985), self-proclaimed financial literate individuals
display a higher level of confidence and open-
mindedness. They may also find it more effortless
to handle financial information. This group of people
tend to process and apply information to make
decisions based on the confidence level of their
self-rated knowledge. These results further suggested

that in comparison to objective knowledge, subjective
knowledge was a stronger impetus with regard to
risk perception of financial investment. The confidence
of individuals with lack of actual financial knowledge
may be boosted by self-assessed knowledge when
they are in an unfamiliar position to analyse certain
financial information. Consequently, individuals
consider themselves to be more knowledgeable in
finance may cast less doubt on their own capabilities
to make “correct” financial decisions. They are also
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Figure 1. Structural Model of the Research
Table 3. Results of Hypothesis Test
. Beta S.E. C.R.
Path Hypothesis -
Estimate (t-value)
H1: Objective Knowledge — Risk Perception -0.004 0.019 -0.184
H2: Subjective Knowledge — Risk Perception 0.330 0.054 6.061**
H3: Family Influence — Risk Perception -0.032 0.043 -0.737
H4: Peer Influence — Risk Perception 0.110 0.056 1.977*
HS: Internet Influence — Risk Perception 0.126 0.052 2.405%*
Hé6: Risk Propensity — Risk Perception 0.310 0.055 5.596%**
H7: Objective Knowledge — Attitude 0.043 0.019 2.291*
H8: Subjective Knowledge — Attitude 0.129 0.054 2.378%*
H9: Objective Knowledge — Behavioural Intention 0.021 0.042 0.500
H10: Subjective Knowledge — Behavioural Intention 0.699 0.124 5.649%*
H11: Risk Perception— Behavioural Intention 0.394 0.173 2.271*
H12: Attitude — Behavioural Intention 0.289 0.162 1.781%*

Note: * p < 0.05, ** p < 0.01

more likely to perceive greater benefits of new Fabrigar et al. (2006) claimed that knowledge is

undertakings in financial investment compared to an essential property of attitude and how knowledge
those who have less confidence in their financial is evaluated will influence the association between

knowledge. knowledge and attitude effectively. The current
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research discovered that attitude toward financial
investment is formed by respondents in terms of its
own relevance, i.e., whether it was good/favourable
or bad/unfavourable. It is evident that individuals
who were financially literate (objective knowledge,
H7) or who considered themselves to have a better
understanding about finance (subjective knowledge,
H8) tend to form good/favourable attitudes toward
financial investment.

Results have shown that peer influence and internet
influence had a significant association with risk
perception in contrast to family influence. The positive
impact of both peer influence and internet on risk
perception denotes that a higher level of peer/internet
influence will result in a more favourable perception
of financial investment risk. Even though matters
related to financial investment were often regarded
as important and sensitive, these findings suggest
that peer and internet influences superseded family
influence in perception formation among the respondents.

Data from Pew Research Centre (PRC, 2016)
revealed that approximately 85 per cent of Malaysian
adults used social networking sites (such as Facebook
and Twitter) and social applications for smartphones
(such as WhatsApp and WeChat). Since they are
‘hungry for social interaction’, it was further claimed
that social networking is especially prevalent among
young adults in order to stay in touch with their
circle of peers (PRC 2016, page 21). It has been
suggested that the level of education is directly and
significantly linked to social networking usage (PRC,
2016). Hence, it is rational to make the inference
that the majority of respondents (more than 70 per
cent attended college) herein uses social networking
regularly, indicating that peer influence was crucial
for perception formation. Moreover, social networking
sites and social mobile applications serve as the
avenue that improves (in terms of frequency and
intensity) peer/group interactions. Individuals can
easily join and create purpose-specific groups or sites,
including to solely share and discuss matters pertaining
to financial investment. Social network users are given
the option to stay anonymous, thus, lowering the
sense of embarrassment (Cheng, 2000) to learn and

enquire about the subject of financial investment.
Therefore, it is proposed that the presence of the
Internet, provides an effective platform for people
to stay in touch with each other.

The significant relationship between peer influence
and risk perception as well as the absence of association
between family influence and risk perception are
fascinating. In contrast to family interaction, peer
interaction seems to play an important role with regard
to financial investment matters as it is possibly driven
by the existence of social networking. The improved
interactions among peers compared to family interactions
denotes that perception formation is more influenced
by peer interaction domain. It should also be
highlighted that the research outcome which supports
peer influence as a key predictor with regard to
financial decision-making is consistent with that of
previous studies (Duflo and Saez, 2002; Hong et
al., 2004; Brown et al., 2008).

Despite the absence of significant association
between family influence and risk perception in the
present research, several theoretical arguments and
prior results (Levy and Lee, 2004) have proved
otherwise. Communication theories explained that
the manner in which family members describe their
financial perceptions, beliefs, and identity is very
much linked to the family interaction regarding
finance (Zmyslinski-Seelig, 2016). Even though the
financial discussion is essential, many individuals
consider it to be challenging even in close relationships
such as among family members (Trachtman, 1999).
This finding indicates that the communication
pertaining to financial aspects, including investment,
can be complicated for many people regardless of
the close relationship shared between the family
members. For many, discussion about finance is
off-limits (Zmyslinski-Seelig, 2016) as it may cause
embarrassment and further conflicts (Trachtman,
1999). 1t should also be emphasised that communication
about money can be considered as taboo or forbidden
in certain families (Alsemgeest, 2014).

The hypothesis of the current study which associated
risk propensity and risk perception was supported.
Since the respondents were not in their prime saving
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years yet, they were assumed to be inactive financial
investors. Despite this consideration, their personality
trait with regard to risk-taking propensity has been
statistically proven as a significant explanatory factor
for perception formation. Individuals with a high
tendency for risk-taking behaviour perceived financial
investment to be safe and has low risk. This deduces
that individuals who are more likely to face financial
risk may be more inclined to underestimate the levels
of risk linked to an investment option and/or they
tend to pay more attention to favourable investment
outcomes. It should be emphasised that the current
result has further confirmed previous postulations
made by Brockhaous (1990), Sitkin and Pablo (1992),
Sitkin and Weingart (1995) and Dulebohn and Murray
(2007). The research finding further expanded the
understanding of risky decision-making process as
it highlighted the risk-taking aspects pertaining to
personal finance.

It is quite intriguing to note that the result indicated
objective knowledge had an insignificant association
with behavioural intention toward financial investment
(H9). The lack of actual financial knowledge among
the respondents is a plausible reason for the failure
to obtain a significant relationship between objective
knowledge and behavioural intention. Furthermore,
the claim that the respondents were financially
illiterate is deemed valid considering the measurement
items only covered basic and common financial
aspects and they were also prepared in the form of
multiple/true-false choice questions. Based on the
analysis, the overall financial literacy score was lower
than the midpoint scale of 5 (0-to-10-point scale).
The respondents’ actual understanding of financial
data may be adversely affected, making it harder
to digest the information relevant to an investment
option. Thus, this factor may explain why objective
knowledge did not exhibit any strong association
with the intention, likelihood, anticipation, and desire
to engage in financial investment activities.

In contrast to objective knowledge, the component
of subjective knowledge was discovered to have a
significant relationship with behavioural intention
toward financial investment (H10). This positive
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association between the two variables imply that those
who proclaimed to have excellent financial knowledge
tend to demonstrate more intention, likelihood,
anticipation, and desire to participate in financial
investment. Previous research also suggested that
these individuals typically display more confident
personality (Bruck, 1995; Raju et al., 1995) and this
finding was reflected by item SK3 “I think I know
enough about financial investment to feel pretty
confident when I invest”. Based on the belief that
they are capable to make a good investment (SK2:
“I know how to judge the quality of a financial
investment”), these people are less worried about
the idea of investment which eventually leads to a
higher tendency to invest. This particular finding
correlates with the study performed by Wang (2009)
which also discovered that subjective knowledge and
risk taking were positively correlated.

Based on the analysis of H7 that was developed
to examine the association between risk perception
and intention, a more favourable risk perception on
investment was revealed to have a positive and
significant link to the intention toward financial
investment. The respondents who considered the
financial investment as safe or have less risk are
more inclined to engage in financial investment in
the near future. It should be emphasised that the
research outcome has validated the arguments advanced
in PFM (Literrer, 1965) and in risk-taking behaviour
models (Sitkin and Pablo, 1992; Sitkin and Weingart,
1995). This result is also consistent with viewpoints
of many theorists who contended that perception and
behaviour are somehow directly linked (Mischel,
1973; March and Shapiro, 1987; Weber et al., 2002;
Nosic and Weber, 2010).

Individuals tend to focus on the prospect inherent
with the financial investment when they perceive
that the investment is favourable, further resulting
in risk-seeking behaviour (March and Shapiro, 1987).
For instance, they may display more deliberate
intention to be involved in financial investment
activities. Since the result has proven that risk perception
accounts for significant variance in behavioural
intentions, gauging the individuals’ opinions pertaining
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to the risk of financial investment can be an effective
approach in determining the appropriate investment
type. A lower risk option can be recommended when
individuals perceive certain investment options as
risky, and vice versa. The finding also suggests that
investment options that are nearly risk-free can be
offered to risk-averse individuals. In other words,
a tailored-made investment package can be formed
according to individuals’ risk perceptions.

As presented in Table 3, it was verified by H12
that a positive attitude was associated with more
intention toward financial investment. In comparison
to perception which is more synonymous to subjective
feeling or thought, the concept of attitude carries
a stronger reflection of ones’ settled state of minds
and it is commonly connected with some elements
of verdict or evaluation (Eagly and Chaiken, 1993),
such as good versus bad, positive versus negative,
or wise versus foolish. The resultant finding implies
that individuals who regard financial investment as
a positive, wise, and beneficial idea in earning
additional income have more intention, prospect,
anticipation, and desire toward financial investment.
In terms of the financial decision-making process,
the result signified that people are ready and willing
to face financial risk if they are convinced such risk
is worth taking; the investment risk itself does not
hinder people from investing. More specifically, one
of the determining factors is people’s evaluation of
the investment risk. The same type and level of
financial risk may be assessed differently by two
different individuals, and this phenomenon is conflicting
with the traditional finance theories such as the
CAPM. The current result which supports H8 also
corroborates past findings that were based on western
context, including research in finance (Lee, 2009;
Ramayah et al., 2009; Shanmugham and Ramya,
2012) and non-finance fields (Ki and Hon, 2012;
Ulleberg and Rundmo, 2003).

V. Conclusion

Decision-making process in terms of financial
risk-taking is complex. The present research has
contributed several important findings that clarify
the roles of risk perception that further consolidate
behavioural finance theory in explaining the decision-
making process. Apart from successfully identifying
several predictors of risk perception pertaining to
financial investment, this study has also provided
an empirical link for knowledge-perception- attitude-
behaviour. Accordingly, future research is recommended
to examine individuals’ risk perception from the later
stage of life (between 40 to 60 years of age) when
they are at their prime saving years. Another
interesting future research suggestion is to examine
whether the level of actual financial knowledge of
individuals would contextually change the relationship
between the predictors of risk perception and intention
toward financial investment. A longitudinal study,
if commissioned on this aspect, may also advance
a richer perspective as it allows for the development
and changes in risk perception, attitude, and financial
investment behaviour of the respondents to be

identified over time.
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