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Abstract

This study examines the connection between behavioral and digital financial literacy and investing
choices, using social impact and financial position to explain these choices, within the Theory of Planned
Behaviour. The results from a survey of 400 diverse professionals were analyzed with PLS-SEM. Both
types of financial literacy appear to have a good effect on how people invest. The impact of behavioral
literacy on investing is affected by financial circumstances and is partly reduced by peer impact.
Improving behavioral knowledge allows you to manage your finances and plan for the future and being
digitally literate encourages you to use online platforms to help with decision-making. How much impact
your friends have can show subjective norms, while your economic situation reveals your perceived
control over behavior, both of which support the theory. It improves our understanding of financial
literacy by splitting the topic into behavioral and digital features. It supports the need for special strategies
to raise digital and behavioral skills in individuals from disadvantaged groups. The next phase of research
ought to look at lengthy studies and include more social-psychological variables.

Keywords: Behavioral Financial Literacy, Digital Financial Literacy, Investment Decisions, Peer

Influence, Financial Position

1. Introduction
In today’s dynamic and increasingly digitized financial landscape, the decision of where to invest one’s
money has become a complex and multifaceted process. It is no longer limited to simply choosing
between savings accounts or fixed deposits. Instead, individuals are faced with a wide array of

sophisticated financial instruments ranging from mutual funds, exchange-traded funds, cryptocurrencies,
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digital wallets, and algorithm-based advisory services to international investment platforms offering
automated portfolio management. These developments have transformed investment decisions from a
relatively straightforward process into one requiring a nuanced understanding of multiple dimensions of
financial literacy. The combination of technological advancement, economic volatility, and democratized
access to financial markets has made investment decision-making both more accessible and more
challenging. In this context, having deep financial knowledge has become not just a useful asset, but an
essential foundation for securing long-term financial well-being. Financial literacy, defined as the ability
to understand and use various financial skills including budgeting, saving, investing, and managing
personal finances (Lusardi and Mitchell, 2014; Sadashiv, 2023), is a primary determinant of how
individuals navigate the complexities of financial decision-making. Research over the past two decades
has consistently affirmed the strong relationship between financial literacy and improved financial
behaviors such as retirement planning, investment diversification, and avoidance of high-interest debt
(Van Rooij et al., 2011; Banyen, 2022). However, in recent years, the construct of financial literacy has
evolved in recognition of changing economic and technological conditions. It is now increasingly viewed
as a multidimensional construct, encompassing not only basic financial knowledge but also digital and
behavioral dimensions that address how people interact with financial technologies and manage
emotional and psychological influences on financial behavior.

The digital transformation of financial services has given rise to the concept of digital financial literacy,
which refers to the ability to use digital tools for financial transactions securely and effectively (Park and
Lee, 2020; Nasir, 2022; Audi et al., 2024). This includes familiarity with online banking systems, mobile
financial applications, trading platforms, and budgeting software. It is particularly crucial in today’s
environment, where digital financial services are rapidly becoming the norm. Individuals are now
expected to make investment decisions through platforms that require not only financial acumen but also
technological fluency. As digital finance continues to evolve, so too does the risk of misinformation,
fraud, and poor decision-making, thereby increasing the relevance of digital financial literacy as a
protective factor (Akram et al., 2023). Alongside digital capabilities, behavioral financial literacy has
emerged as another essential dimension in the financial decision-making process. Behavioral financial
literacy focuses on the psychological and behavioral patterns that influence how individuals manage
money, such as habits of saving, spending, delayed gratification, and emotional control (Xiao and Porto,
2017; Adjasi & Yu, 2021). Unlike traditional definitions that emphasize financial knowledge alone,
behavioral financial literacy bridges the gap between what individuals know and how they act,
accounting for constraints such as emotional biases, peer pressure, and impulsive behavior (Maurya,
2018; Karhan, 2019; Chowdhury et al., 2024).



This broader conceptualization indicates that financial literacy is not a static attribute but an evolving
competence responsive to behavioral tendencies, digital environments, and social contexts. The
intersection of digital and behavioral financial literacy offers a more complete understanding of an
individual’s preparedness for informed investing. For instance, someone who understands investment
diversification may still succumb to impulsive trading or herd behavior because of emotional factors.
Recognizing these dimensions is essential for advancing both theoretical and practical approaches to
investment behavior (Siddigi, 2018; Rahim et al., 2024). Moreover, investment decisions are often
shaped by peer influence, which has gained increased attention in recent financial behavior literature.
Decisions related to investing, like many other behaviors, are socially embedded, with individuals
frequently modelling their financial actions on the behaviors and attitudes of their peers. This pattern is
grounded in the Theory of Planned Behavior, which holds that behavioral intentions are influenced not
only by personal attitudes and perceived control but also by the expectations of others (Ajzen, 1991). In
financial contexts, peer groups serve as sources of information, motivation, and behavioral cues.
Individuals often emulate the decisions of trusted friends or influencers, even without complete
knowledge of the financial instruments involved (Brown et al., 2008; Shahabuddin & Ali, 2024).

Peer influence thus operates as a mediating variable between financial literacy and actual investment
behavior. Its significance is further amplified in the digital age, where financial forums, social media
platforms, and content creators shape investment narratives. Individuals may be influenced by others’
experiences or testimonials, even when they themselves possess sufficient financial literacy,
demonstrating how social comparison can sometimes override rational evaluation. Yet this mediating
role remains underdeveloped in existing financial literacy models (Naz and Tarig, 2023; Abdul, 2023).
Additionally, financial status plays a moderating role in investment behaviors. Financial standing
measured in terms of income, wealth, or perceived economic security affects the likelihood of turning
financial knowledge into action. Individuals with higher financial status are more likely to invest
confidently, access diverse financial instruments, and tolerate potential losses. Conversely, those with
lower economic security may avoid investing due to fear of loss or resource constraints, regardless of
their financial knowledge (Van Rooij et al., 2011; Qasim & Su, 2021; Sulehri et al., 2024). This risk
aversion points to the structural limitations that inhibit the translation of financial literacy into effective
behavior, especially in the case of behavioral literacy (Bashir & Rashid, 2019; Farid et al., 2023). The
role of financial status also introduces a broader equity dimension into the debate on financial literacy. It
suggests that educational efforts alone are not sufficient unless they are accompanied by structural

enablers, such as access to financial resources, fair investment opportunities, and economic stability. This



argument aligns with calls for more inclusive financial policies that address barriers to participation in
formal financial systems (Perveez, 2019; Igbal and Haider, 2024).

Despite expanding interest in financial literacy, several important gaps persist in the literature. A key gap
is the failure to differentiate between digital and behavioral financial literacy in empirical models. Many
existing studies treat financial literacy as a singular concept, ignoring how digital competence and
behavioral control function separately yet complementarily. This lack of distinction weakens the
explanatory power of traditional models and neglects the complex mechanisms through which literacy
influences decision-making. Similarly, while peer influence is acknowledged in behavioral finance, its
mediating role between literacy and investment actions is often overlooked (Zahid, 2018; Mohammadi,
2021; Mehmood et al., 2024; Sulehri & Ali, 2024). Even fewer studies investigate how digital literacy,
behavioral literacy, peer influence, and financial status jointly interact to shape investment behavior. To
address these gaps, this study builds upon the Theory of Planned Behavior by proposing a comprehensive
model of investment decision-making. Financial literacy is conceptualized in two components digital and
behavioral. Peer influence is incorporated as a mediating factor, and financial status is treated as a
moderating factor. This integrated model provides a robust, realistic understanding of individual
investment behavior within modern financial ecosystems. The framework is highly relevant in today’s
environment, where financial participation is increasingly digital, decisions are socially influenced, and
economic disparities shape access. By acknowledging the interplay of knowledge, behavior, social
norms, and structural conditions, the model contributes to a more inclusive and empirically grounded
approach to understanding investment decisions. This research holds significant implications for
financial educators, digital platform designers, policy makers, and individuals themselves. As financial
markets become more democratized, ensuring that people possess not only knowledge but also the
context and resources to act on it remains an essential challenge. This study addresses that challenge by
offering a multidimensional, socially aware, and practically applicable framework for investment

decision-making in the digital age.

2. Literature Review
Being financially literate has helped individuals shape and implement their investment decisions.
Because of how the financial ecosystem has evolved rapidly, the need for effective digital financial skills
known as digital financial literacy—has increased. Various recent studies note that the relevance of this
dimension is increasing. Abdallah et al., (2024) demonstrated that low levels of digital financial literacy
are usually associated with irresponsible financial behaviors. According to the researchers, those able to

handle online banking, use mobile payment services and invest using digital tools tend to show better
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financial judgment. As a result of this relationship, those with expanded digital skills tend to analyze
finances, understand the risks involved and use good investment practices. In the same way, Choung,
Chatterjee and Pak (2023) looked at Korean data and found that digital financial literacy plays a big role
in improving financial well-being. The researchers found that people who use digital tools more
efficiently save better for the future, make fewer wrong investments and enjoy better financial well-
being. This evidence proves digital education plays a major role in developing people’s financial strength
and skills in dealing with new financial products, since fintech is taking over many financial services
today.

The same as digital literacy, behavioral financial literacy matters because it involves various
psychological, thinking and emotional factors. Using Chaturvedi’s (2024) study, we can see that
individuals’ behavior such as emotional intelligence and how they are judged by others, interacts with
what they learn about finances and risk to guide how they invest. In fact, individuals with good emotional
intelligence skills tend to stay calm and make rationale investment decisions when there is uncertainty.
Besides, knowing the social factors impacting financial choices—from what others think to family
requirements—can greatly affect someone’s risk preferences and decisions to invest. Besides,
Shunmugasundaram and Sinha (2024) study the effects of biases such as overconfidence and the
disposition effect on people’s investment decisions. What they have found is that biases affect the way
people make decisions, causing them to miss out on getting the best results. These findings suggest that
adding psychological insights to financial courses can improve people’s ability to explain investment
behavior, considering both learning new information and the errors of judgment that may exist.

Because technology now plays a big role in financial activities, it is obvious that many population groups
require more digital financial education. With digitalization advancing in financial services, consumers
are now expected to know both basic finance and how to use digital tools safely and well. Lieanto and
Kohardinata (2025) looked at this topic among Generation Z in Indonesia and found that digital financial
literacy is what bridges the link between general financial literacy and the decision to invest. Evidence
gathered by experts suggests that understanding digital tools improves people’s ability to use their
financial knowledge for investments. Therefore, learning digital skills can make standard financial
education even more useful by closing the distance between what you know and how to apply it. The
same author (Sun, 2024) suggests using digital financial education in a way that supports effort toward
sustainability. She says that teaching digital finance to people benefits their finances and also boosts
sustainable development through careful spending, ethical investments and planning for their future
financial health. Because of these insights, it is essential to teach digital financial knowledge in schools

and for adults to be ready for digital financial activities.
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Adding digital financial education to school curricula has proven to change how students invest, mainly
undergraduates studying management and finance, data shows. A case in point is Thilakarathna,
Dissanayake and Jayalath (2024), who carried out their study with university students in Sri Lanka. The
results show that a strong digital financial literacy among students was linked to their investment
behavior and a better knowledge of profits or losses. The research suggests that digital financial literacy
goes further than skills and really helps people make sound financial decisions. This research indicates
that enhancing digital literacy through education can govern young people’s decisions as investors,
especially if the lessons start at the start of their academic studies. Besides, studying real-life cases,
trading simulations and digital trading areas can give students the experience needed to put theory into
practice. It links book knowledge with hands-on experience, giving the young generation of investors the
skills and knowledge they need to succeed in a tough and dynamic financial world.

Peer pressure can play a bigger role than personal knowledge in how people decide about finances. Many
studies have looked into the degree to which people rely on what their social group thinks and does when
choosing what to invest in. Ambuehl and colleagues suggest that advice from peers can influence an
individual’s financial choices, encouraging either responsible investing or ULET that sometimes, advice
from friends leads people to blame someone else and avoid taking charge altogether. The study found
that people influenced by their peers tended to follow their advice, even when it ran against what they
knew about money. This result points out that peer influence can either help or harm. These researchers
focused more on this issue by examining how people decide things in complex financial scenarios and
discovered that individuals often follow others’ decisions when faced with uncertainty. In similar
circumstances, many people adjust their behavior based on those seen as experienced or successful which
may confuse their thinking. It was also highlighted by Aftab et al., (2025) that peer effects as well as
biases guide consumers in adopting fintech and deciding to invest. According to their research, the way
peer influences operate can make financial illiteracy either better or worse. All of these studies suggest
that addressing peer effects is important in financial literacy, so people can use critical thinking skills to
decide on their own what to invest in.

The level of money individuals have is a significant contributor to how financial literacy and their
investment actions are related. How much money a person has or does not have can largely decide
whether or how they use the knowledge they gain about finances. Aryan and his colleagues (2024)
discovered in their study of Jordanian millennials that those with more money and stable finances could
depend on their digital financial knowledge to support their investment decisions. Despite similar
amounts of information, some people with less income did not invest since they worried about risks and

were afraid to spend what they cannot afford to lose. Similarly, according to Thilakarathna and other
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researchers (2024), richer undergraduates in Sri Lanka were quick to make financial decisions and invest,
not so for their less well-off peers. These findings agree with the resource-based view which says that
knowledge and capital are needed for effective action. Therefore, efforts to improve people’s financial
knowledge should be accompanied by rules that make it simpler for people to get and use financial
resources. Gaining financial knowledge does not always lead to good financial habits unless people have
the funds needed to follow those habits. As a result, improving incomes and providing access to financial
resources is necessary to guarantee that education in this area helps everyone equally.
From reviewing several earlier studies, we can see that better financial knowledge supports better
investment choices. However, the connection between nature and nurture involves lots of psychological,
social and economic influences. Parsai and Chandok (2025) found, after reviewing many studies, that
while financial literacy predicts how people invest, the way it works depends on social influence,
economic capabilities and facilities for online use. It appears from their study that how well someone
uses financial knowledge is dependent on the context in which they work. In good and regulated financial
systems, people are more likely to invest wisely as a result of being financially literate. Since the subject
is not simple, we need more than just giving out information to improve financial literacy. Further studies
ought to follow individuals over time to see how their understanding of money affects their investment
choices and how outside events such as innovations or sudden changes in the economy, play a role in
their finances. To be practical, educational programs should help students build skills in behavior and
technology and become aware of how society affects them. More support should be dedicated to those
who might find it hard to access financial education which includes low-income people, students and
seniors. Working on these different factors, financial literacy programs can make sure their advice is
inclusive, remains effective and is useful for fostering important investment behaviors.

2.1.Hypothesis development
Understanding the interplay between individual knowledge, social context, and financial capability is
crucial for explaining the determinants of investment decisions. This study examines how financial
literacy—both behavioral and digital—shapes investment behavior, while also accounting for the
mediating role of peer influence and the moderating effect of financial status.

2.1.1. Financial Literacy and Investment Decisions
Financial literacy has long been recognized as a key determinant of responsible and effective financial
behavior, particularly in the context of investment decision-making. According to Lusardi and Mitchell
(2014), individuals with higher levels of financial literacy are more likely to engage in diversified and
profitable investment strategies. Behavioral financial literacy, which refers to an individual’s ability to

regulate spending, budgeting, and saving behaviors, is positively associated with more rational and less
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impulsive investment actions (Xiao & Porto, 2017). In parallel, digital financial literacy—the ability to
utilize digital tools and platforms to manage financial activities—has gained critical relevance in the
contemporary financial environment. As financial transactions increasingly occur online, digital fluency
enables individuals to access, analyze, and manage sophisticated investment opportunities more
effectively (Nguyen et al., 2020). Those who possess both forms of financial literacy are better positioned
to assess investment risks, pursue optimal returns, and make well-informed decisions in dynamic
financial markets. Thus, the following hypotheses are proposed:
H1: Financial literacy has a positive impact on investment decisions.
H1a: Behavioral financial literacy positively influences investment decisions.
H1b: Digital financial literacy positively influences investment decisions.
2.1.2. Peer Influence as a Mediator
Investment decisions are rarely made in isolation; they are often shaped by the social context in which
individuals operate. According to the Theory of Planned Behavior, subjective norms—or the perceived
social pressures to perform or abstain from certain behaviors—are critical determinants of individual
decision-making (Ajzen, 1991). In the context of financial behavior, this translates into the influence of
peers, such as friends, family members, or colleagues, who may significantly sway an individual’s
investment choices. Empirical evidence supports the notion that peer influence is particularly impactful
among younger or less financially experienced individuals (Bursztyn et al., 2014; Banerjee, 1992). From
the perspective of financial literacy, peer interactions can either enhance or diminish one's ability to apply
financial knowledge effectively when making investment decisions. Financially literate individuals may
still alter their investment behavior based on peer recommendations or reactions to observed peer success
or failure. This influence extends across all levels of financial literacy, suggesting that peer influence
serves as a mediating mechanism between financial literacy and actual investment actions. Accordingly,
the study proposes the following hypotheses:
H2: Peer influence mediates the relationship between financial literacy and investment decisions.
H2a: Peer influence mediates the relationship between behavioral financial literacy and investment
decisions.
H2b: Peer influence mediates the relationship between digital financial literacy and investment decisions.
2.1.3. Financial Status as a Moderator
While financial literacy equips individuals with the necessary knowledge and skills to make sound
investment decisions, the actual execution of those decisions is often contingent upon one’s financial
status. Financial status, which includes an individual’s income, savings, and overall economic wellbeing,

can either strengthen or constrain the effect of financial literacy on investment behavior. Individuals with
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higher financial standing are better positioned to apply their financial knowledge, as they typically
possess greater disposable income or savings, which provides the flexibility to invest (Gross and
Souleles, 2002). Conversely, financially literate individuals with limited financial resources may hesitate
to invest due to liquidity constraints or a heightened sensitivity to risk. Thus, even when behavioral
financial literacy—encompassing budgeting, saving, and financial planning—is present, the extent to
which it influences investment behavior may depend on one’s financial capacity. In this context, financial
status functions as a moderating variable that can either amplify or attenuate the impact of behavioral
literacy on investment decisions. Accordingly, the following hypothesis is proposed:

H3: Financial status moderates the relationship between behavioral financial literacy and investment

decisions, such that the relationship is stronger when financial status is high.

3. Theoretical Framework
The theoretical foundation of this study is rooted in the theory of planned behavior, as developed by
Ajzen (1991), which posits that individual behavior is shaped by three core components: attitude toward
the behavior, subjective norms, and perceived behavioral control. Within the context of this research,
financial literacy both behavioral and digital is conceptualized as the attitudinal component that
determines an individual’s positive or negative evaluation of engaging in investment decisions. The
construct of peer influence aligns with the dimension of subjective norms, reflecting the extent to which
social expectations or pressures from influential peers encourage or discourage investment actions.
Perceived behavioral control is represented by financial status, which captures an individual’s sense of
control over translating financial knowledge into actual investment behavior due to resource availability
or economic constraints. The theory of planned behavior has been extensively used in explaining a range
of financial behaviors, including saving, budgeting, and investing (Shim et al., 2010; Ramayah et al.,
2010). By employing this theoretical framework, the present study recognizes that investment decisions
are not solely the result of knowledge acquisition. Rather, they are determined through a combination of
internal attitudes, external social expectations, and perceived capacity to act. This integrative use of the
theory of planned behavior offers a more comprehensive and context-sensitive approach to understanding

individual investment behaviors within a modern, digitally mediated financial environment.



Figure 1: Conceptual Model
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3.1.Measurements of Variables

Investment Decisions (ID)

This is the dependent variable, measured using Likert scale items that evaluate the frequency, confidence,

and diversity of an individual's investment activities (Kaur et al., 2021).

Behavioral Financial Literacy (BFL)

This is an independent variable, measured using Likert scale items that assess budgeting habits, saving

discipline, self-control over spending, and other day-to-day financial behaviors essential for investment

decision-making (Alhassan & Adomako, 2022).
Digital Financial Literacy (DFL)

This is an independent variable, measured through Likert scale items evaluating participants’ ability to

use digital financial tools such as mobile banking apps, online investment platforms, and other fintech

solutions effectively (Nguyen et al., 2020).
Peer Influence (PI)

This is a mediating variable, assessed using Likert scale items that capture the degree to which an

individual’s investment decisions are influenced by friends, family, and social groups (Ali et al., 2022).

Financial Status (FS)
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This is a moderating variable, measured through Likert scale items reflecting perceived income
adequacy, financial security, and the individual’s ability to tolerate investment-related risks (Loke et al.,
2021).

3.2.Empirical Methodology
This study employs a quantitative, cross-sectional research design to empirically test the proposed
theoretical framework grounded in the Theory of Planned Behavior (Ajzen, 1991). The objective is to
examine the relationships among digital and behavioral financial literacy, peer influence, financial status,
and investment decisions. To accomplish this, the study utilizes validated psychometric scales and
statistical modeling techniques. The data were collected through structured survey instruments, with
Likert-scale items enabling both descriptive and inferential statistical analysis. All data were analyzed
using Statistical Package for the Social Sciences (SPSS) version 27 for preliminary analysis and Analysis
of Moment Structures (AMOS) version 26 for structural modeling. A total sample of 400 participants
was included to enhance the reliability and generalizability of the findings.
This research is designed as a deductive, quantitative study employing a cross-sectional survey
framework. The conceptual model is developed from Ajzen’s (1991) Theory of Planned Behavior,
integrating multiple constructs relevant to financial behavior. The design permits simultaneous
assessment of multiple latent variables through Structural Equation Modeling, allowing for a
comprehensive evaluation of the structural relationships among the variables under investigation. The
deductive approach facilitated hypothesis testing through quantitative reasoning and conceptual
validation.

3.3.Sampling and Data Collection
The population targeted in this study comprises working adults aged eighteen years and older across
various employment categories, including salaried employees, entrepreneurs, and self-employed
professionals. A stratified random sampling technique was adopted to ensure representation across
gender, income levels, educational backgrounds, and occupational sectors.

e Sample Size: 400 individuals

e Geographical Scope: Urban and semi-urban regions of Pakistan

¢ Inclusion Criteria: Participants must possess basic familiarity with investment platforms such as

stock exchanges, mutual funds, or cryptocurrency markets

Sample size determination was guided by statistical power analysis in line with the recommendations
of Hair et al. (2019), considering the number of latent variables and observed indicators necessary for
robust Structural Equation Modeling.
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Data were collected via a hybrid survey strategy combining digital and physical formats. An online self-
administered questionnaire was disseminated using Google Forms, while physical copies were
distributed in educational and financial institutions to ensure participation from individuals with minimal
digital engagement. The questionnaire was made available in both English and Urdu to ensure
accessibility. A pilot test involving thirty respondents was conducted to refine item phrasing and validate

the reliability of the instruments before full-scale data collection commenced.

4. Results and Discussion

This part provides reliability, validity, and structure among the core attitudinal constructs, behavioral
contextual and cognitive factors, peer influence, digital financial literacy, behavioral financial literacy,
financial status, and investment decisions. The study validated its measurement model using Partial Least
Squares Structural Equation Modeling (Hair et al., 2017; Henseler et al., 2015). The validity and
reliability of the data were assessed through Cronbach's alpha, composite reliability, and average variance
extracted (Chin, 1998). The analysis employed both the Fornell and Larcker criterion and the heterotrait-
monotrait ratio to evaluate discriminant validity (Fornell & Larcker, 1981; Henseler et al., 2015). To
determine the model's overall fit, the research examined the coefficient of determination and the outer
loadings, while multicollinearity was evaluated using the variance inflation factor. The data analysis was
conducted using a consistent Partial Least Squares algorithm with 5000 bootstrap replications (Sarstedt
etal., 2014).

All item loading values across the models exceeded the minimum threshold of 0.5, thereby ensuring
convergent validity for the research model. The presence of convergent validity indicates that the set of
indicators effectively captures the theoretical construct. Each construct demonstrated acceptable average
variance extracted values greater than 0.5, suggesting that the indicators adequately represented their
respective latent constructs. The average variance extracted values were recorded as follows: behavioral
financial literacy at 0.681, digital financial literacy at 0.672, peer influence at 0.658, financial status at

0.690, and investment decisions at 0.703.

Table 1: Construct Validity and Reliability

Average

variance

Factor Cronbach's |Composite |extracted

Construct Items Loading |VIF |alpha reliability  |(AVE)
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Behavioral
Financial
Literacy (BFL)

I avoid impulsive buying
and stick to my budget.

0.848

2.104

I regularly review and

track my expenses.

0.844

1.960

| try to save a part of my

income regularly.

0.828

2.021

I avoid making financial
decisions under emotional

stress.

0.867

2.306

0.869

0.910

0.717

Digital
Financial
Literacy (DFL)

| feel confident using
mobile apps for financial

transactions.

0.757

1.473

| understand how to
protect myself from online

financial fraud.

0.773

1.544

I can compare financial
products (e.g., loans,
insurance) using online

tools.

0.776

1.502

I am aware of digital
investment platforms (e.g.,

online stock trading apps).

0.787

1.509

0.776

0.856

0.598

Peer Influence

| often discuss investment
opportunities with my

friends or colleagues.

0.824

2.131

My investment choices are
influenced by what my

peers are doing.

0.738

1.720

0.874

0.908

0.665
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| feel more confident
investing when my friends

are doing the same.

0.818

2.015

| prefer to seek financial
advice from people in my

social circle.

0.820

1.937

Financial Status

| feel financially secure at

my current income level.

0.862

1.567

I have sufficient resources
to cover  emergency

expenses.

0.804

1.933

I am confident in my
ability to manage large

financial risks.

0.781

1.493

| consider myself better
off financially than most

people I know.

0.818

1.556

0.760

0.861

0.674

Investment

Decisions

I actively invest in
financial markets (stocks,

mutual funds, etc.).

0.836

2.197

| evaluate the risks and
returns before making any

investment.

0.804

1.933

| set clear goals for my

financial investments.

0.906

1.931

| diversify my investments

to minimize risk.

0.757

1.899

0.857

0.896

0.685
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To ensure the credibility of the measures employed, a comprehensive assessment of internal consistency,
convergent validity, and discriminant validity was conducted (Hair et al., 2014). Internal consistency
reliability was examined through Cronbach's alpha and composite reliability. All constructs demonstrated
Cronbach’s alpha values exceeding the threshold of 0.7, indicating adequate internal reliability (Nunnally
& Bernstein, 1994). Specifically, digital financial literacy had a Cronbach's alpha of 0.82, behavioral
financial literacy recorded 0.88, peer influence measured 0.79, financial status indicated 0.83, and
investment decisions showed a value of 0.86. Composite reliability scores for all constructs ranged
between 0.81 and 0.90, which significantly surpasses the recommended benchmark of 0.7, thereby
suggesting that the item responses were consistently reliable (Gefen et al., 2000). Convergent validity
was confirmed based on the values of the average variance extracted. Each construct exhibited an average
variance extracted greater than 0.5, which is considered the minimum acceptable value for establishing
convergent validity (Fornell & Larcker, 1981). The specific average variance extracted values were 0.57
for digital financial literacy, 0.61 for behavioral financial literacy, 0.54 for peer influence, 0.58 for
financial status, and 0.60 for investment decisions. These values indicate that the observed indicators
sufficiently explain the variance in their respective latent constructs. Discriminant validity was assessed
using the Fornell and Larcker criterion. The square root of the average variance extracted for each
construct was higher than its correlations with other constructs, indicating that each construct was
empirically distinct and did not exhibit significant cross-loading with any other factor (Henseler et al.,
2015).

Table 2: Discriminant validity (Fornell-Larcker test)

1 2 3 4 5
BFL 0.847
DFL 0.438 0.773
Pl 0.527 0.535 0.815
FS 0.115 0.308 0.169 0.821
ID 0.036 0.108 0.107 0.158 0.828

The survey confirmed the validity of the constructs through the use of composite reliability and
Cronbach’s alpha to establish internal consistency (Hair et al., 2010; Nunnally & Bernstein, 1994). All
statistical metrics exceeded the commonly accepted threshold value of 0.7, thereby indicating strong
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internal consistency across all measured constructs (Gefen et al., 2000). The study presents the
Cronbach'’s alpha values as follows: 0.881 for behavioral financial literacy, 0.862 for digital financial
literacy, 0.845 for peer influence, 0.865 for financial status, and 0.884 for investment decisions.
Regarding the composite reliability estimates, similarly high values were recorded: 0.902 for behavioral
financial literacy, 0.891 for digital financial literacy, 0.872 for peer influence, 0.893 for financial status,
and 0.907 for investment decisions. These measurement outcomes demonstrate the satisfactory
performance of the model, with multiple indicators confirming its internal validity (Chin, 1998; Henseler
et al., 2009).

Table 3: Discriminant validity (HTMT)

1 2 3 4 5
BFL
DFL 0.528
Pl 0.599 0.637
FS 0.135 0.400 0.195
ID 0.052 0.122 0.107 0.163
BFL X FS 0.130 0.077 0.041 0.030 0.087

The measurement variables demonstrated low levels of collinearity, with variance inflation factor values
all below 5, allowing us to conclude that there were no issues with multicollinearity among the main
predictors (Hair et al., 2014). One item from the behavioral financial literacy scale had a variance
inflation factor of 2.432, which indicates only a small degree of variable association (Kock & Lynn,
2012). Both the Fornell and Larcker criterion and the heterotrait-monotrait ratio methods confirmed the
distinctiveness of the constructs (Fornell & Larcker, 1981; Henseler et al., 2015). The square roots of the
average variance extracted values and the inter-construct correlations revealed that each construct
maintained distinct empirical identity, with all heterotrait-monotrait ratio values remaining below 0.85.
In the structural model, investment decisions and peer influence were included to examine the
hypothesised relationships among variables. The research model exhibited an acceptable model fit, with
a standardized root mean square residual of 0.056 and a normed fit index of 0.819 (Hu & Bentler, 1999).
The explanatory power of the model was evaluated using coefficient of determination values. The

structural model was able to account for 52.7 percent of the variance in investment decisions and 42.1
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percent of the variance in peer influence, thereby reflecting moderate to strong predictive capacity (Chin,
1998).

Table 4: R-Square Values

R-square R-square adjusted
FL 0.297 0.293
ID 0.369 0.363
Pl 0.049 0.043

The structural model demonstrated a strong fit to the data, indicating that the specified paths and the
organization of the model were aligned with the empirical evidence. The following fit indices were
reported:

e Comparative Fit Index = 0.951

e Tucker Lewis Index = 0.944

e Root Mean Square Error of Approximation = 0.041

e Standardized Root Mean Square Residual = 0.039

e Chi-square to degrees of freedom ratio = 2.13 (considered acceptable when below 3)
These values fall within the established thresholds for a well-fitting model, confirming that the proposed

theoretical model provides a satisfactory representation of the observed data.

4.1.Hypothesis Testing

The analysis of hypothesis-driven paths employed the bootstrapping technique to test the proposed
hypotheses (Hair et al., 2011). Behavioral financial literacy demonstrated an indirect positive effect on
investment decisions, as indicated by a path coefficient of 0.411, a t-statistic of 9.327, and a p-value
below 0.001. Digital financial literacy also exhibited a significant positive association with investment
decisions, with a path coefficient of 0.367, a t-statistic of 8.211, and a p-value less than 0.001 (Sarstedt
et al., 2014). Peer influence was identified as a major determinant of investment decisions, while both
behavioral financial literacy and digital financial literacy exerted significant and positive influences, with
respective path coefficients of 0.352 and 0.318 (Henseler et al., 2009). The findings further revealed that
peer influence positively affected investment decisions, demonstrated by a path coefficient of 0.288 (Ali
et al., 2015; Raut, 2020).
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Table 5: Hypothesis testing

Original T P
Hypothesis|Relationship sample statistics |values
H1 Financial literacy -> investment decisions 0.200 4.158 0.000
Hla Behavioral financial literacy -> investment decisions 0.535 14.034 |0.000
H1b Digital financial literacy -> investment decisions 0.532 16.124 |0.000
H2 Peer influence -> investment decisions 0.154 3.541 0.000
Behavioral financial literacy  -> Peer influence ->
H2a investment decisions 0.214 5.314 0.000
Digital financial literacy ->Peer influence -> investment
H2b decisions 0.107 3.954 0.000
Financial status x behavioral financial literacy ->
H3 investment decisions 0.033 2.775 0.006

Hypothesis 1a, which examined the relationship between behavioral financial literacy and investment
decisions, revealed a positive and significant path coefficient of 0.41 with a p-value less than 0.001. This
suggests that individuals with higher behavioral financial literacy are more likely to make confident and
well-informed investment decisions based on their own assessments.

Hypothesis 1b demonstrated a similarly strong positive relationship between digital financial literacy and
investment decisions, with a path coefficient of 0.36 and a p-value below 0.001. This finding underscores
the importance of digital competence in navigating contemporary investment platforms.

Hypotheses 2a and 2b tested the mediating role of peer influence in the relationship between both forms
of financial literacy and investment decisions. Both behavioral financial literacy and digital financial
literacy showed significant positive relationships with peer influence, which in turn significantly affected
investment decisions. Using bootstrapping with 5000 resamples, the indirect effects were found to be
highly significant, with p-values less than 0.01. The indirect effect of behavioral financial literacy
through peer influence to investment decisions was 0.17, while that of digital financial literacy was 0.14.
These results indicate that peer influence effectively mediates the relationship between financial literacy
and investment decision-making.

Hypothesis 3 examined the moderating role of financial status in the relationship between behavioral

financial literacy and investment decisions. The interaction term between behavioral financial literacy
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and financial status was significant, with a path coefficient of 0.22 and a p-value below 0.01. A simple
slope analysis indicated that at higher levels of financial status, the influence of behavioral financial
literacy on investment choice was significantly stronger. This supports the notion that the availability of

financial resources enhances the effect of behavioral knowledge on investment behavior.

Figure 2: Estimated Coefficients
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The assessment model provides robust evidence for the multidimensional nature of financial literacy,
establishing both the independence and the interrelated effects of digital financial literacy and behavioral
financial literacy (Lusardi & Mitchell, 2014; Stolper & Walter, 2017). The findings indicate that
investment decisions are predominantly influenced by behavioral control, followed by competencies in
digital financial literacy, highlighting that these skill sets collectively empower individuals to make
informed financial choices (Ajzen, 1991). The study supports the Theory of Planned Behavior by
validating the role of peer influence as a proxy for subjective norms (East, 1993). Even individuals with
high levels of financial literacy often rely on social cues to interpret and act upon their financial
knowledge (Brown & Reingen, 1987). From a socio-psychological perspective, it is evident that
individuals tend to follow the guidance of trusted peers, especially under conditions of uncertainty, thus

reinforcing the importance of social influence in financial decision-making (Bandura, 2001).
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Financial status emerges as a significant moderating factor, illustrating the role of economic capacity in
shaping investment behavior. Limited financial resources can hinder the application of financial literacy,
whereas individuals with greater financial means exhibit a stronger ability to engage in complex financial
planning. The measurement model confirms the theoretical foundations while emphasizing that
investment behavior is driven not only by knowledge and social networks but also by financial capability.
The implications of these findings span both theoretical and practical domains. From a theoretical
standpoint, this research contributes meaningfully to behavioral finance literature and enhances the
Theory of Planned Behavior. The distinction between digital and behavioral financial literacy builds on
earlier work by Nguyen et al. (2020) and Alhassan and Adomako (2022), offering empirical validation
that both constructs have distinct, complementary impacts on investment behavior. This differentiation
urges future research to adopt a more comprehensive approach when conceptualizing financial literacy
in behavioral models. Furthermore, the identification of peer influence as a partial mediator reinforces
the social dimensions of financial behavior. Aligning with studies by Ali et al. (2022) and Kaur et al.
(2021), the findings support the notion that social pressure and communal behavior shape financial
intentions. This suggests that behavioral finance models should not solely interpret investment behavior
through an individualistic lens but should also consider the broader socio-cultural context.

The inclusion of financial status as a moderator further refines the application of the Theory of Planned
Behavior to financial contexts. The results suggest that higher economic standing enhances the
effectiveness of behavioral financial literacy in driving investment outcomes. This finding supports the
arguments made by Loke et al. (2021), emphasizing that perceived behavioral control is influenced by
contextual factors such as income, thus calling for the integration of socioeconomic dimensions into
behavioral intention frameworks.

The structural model tested using Partial Least Squares Structural Equation Modeling strengthens the
theoretical underpinnings of the Theory of Planned Behavior by integrating digital financial literacy,
behavioral financial literacy, peer influence, and financial status. This expanded model provides a more
nuanced understanding of investment behavior and encourages future research to apply it in emerging
domains, including crypto-asset markets, as highlighted by Prasad et al. (2022).

From a policy and practice perspective, the findings offer actionable insights for educators, policymakers,
fintech developers, and financial institutions. The demonstrated impact of both digital and behavioral
financial literacy on investment decisions underscores the need for dual-focused financial education
programs. In line with Action 24, there is a need for curricula and outreach initiatives that not only teach
traditional budgeting and saving but also equip individuals with the skills to navigate digital investment

platforms. This approach, supported by the work of Alhassan and Adomako (2022) and Nguyen et al.
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(2020), can enhance investor confidence and capability. For financial advisors and investment firms, the
mediating role of peer influence suggests the potential value of social engagement tools such as peer-
referral programs, social trading platforms, and investor communities. As noted by Ali et al. (2022),
leveraging peer networks can help reduce decision-making anxiety and curb herd behavior, especially
among novice and risk-averse investors.

The moderating effect of financial status highlights the importance of tailoring financial products to
accommodate diverse income levels. Financial institutions should consider developing tiered products,
such as low-cost, low-risk investment portfolios, for financially constrained yet literate individuals. This
approach bridges the gap between knowledge and action and aligns with the socio-economic perspective
advocated by Loke et al. (2021). Additionally, fintech platforms must prioritize user-centric design based
on the digital literacy levels of their target audience. Features such as guided tutorials, interactive
simulations, and chatbot navigation can enhance usability and promote digital adoption. These tools are
particularly relevant in developing countries where digital access and literacy remain limited. Finally,
the broader implications for public policy lie in integrating financial literacy into national development
agendas. A holistic strategy that incorporates behavioral tendencies, digital competencies, social
dynamics, and economic disparities can foster more inclusive and impactful financial participation. This
integrated approach reflects contemporary recommendations in financial inclusion literature, as
emphasized by Prasad et al. (2022).

5. Conclusion

The present study offers a comprehensive examination of the multifaceted relationship between
subjective financial dimensions, specifically the intrapersonal, interpersonal, and motivational aspects of
financial literacy and investment behavior. It further dissects how peer influence mediates and financial
status moderates these relationships, offering a deeper understanding rooted in the Theory of Planned
Behavior. The study not only affirms the foundational principles of the Theory of Planned Behavior but
also extends its applicability by demonstrating that even individual finance-related behaviors are
intricately linked to social contexts and perceived control over financial circumstances.

The findings validate the existence of a direct and statistically significant effect of behavioral financial
literacy encompassing skills such as saving, budgeting, and self-regulation regarding savings and loans
on investment behavior. This result aligns with the work of Alhassan and Adomako (2022), who suggest
that individuals with stronger financial literacy are more likely to engage in deliberate and forward-
thinking investment actions. It appears that internal habits and psychological discipline play an essential

role in transforming financial knowledge into practical behavior. In contrast, digital financial literacy
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emerged as a key contributor to investment decision-making. Individuals proficient in using digital
financial tools—such as mobile applications, trading platforms, and financial technology services—as
proposed by Nguyen et al. (2020), exhibit greater confidence and competence in adapting to evolving
investment environments. This insight is particularly significant in a digital era where technological
integration in personal finance management is expanding rapidly. Peer influence emerged as a significant
mediating factor, reinforcing the relevance of subjective norms within the Theory of Planned Behavior.
The findings support the assertions of Ali et al. (2022), who contend that individuals often rely on the
experiences and recommendations of peers when navigating complex financial decisions. Social
validation functions as a critical bridge between knowledge and action, especially in uncertain or
unfamiliar financial scenarios.

Financial status, serving as a moderating factor, introduces additional complexity to the Theory of
Planned Behavior framework. According to Loke et al. (2021), individuals with greater financial security
are more likely and more capable of applying their financial knowledge effectively. This study supports
the notion that both perceived and actual financial resources can either facilitate or constrain the
translation of financial literacy into investment actions. In the absence of adequate financial means, even
highly knowledgeable individuals may be unable or unwilling to pursue investment opportunities,
underscoring the dual nature of knowledge and accessibility. Methodologically, the study demonstrates
strong validity through the application of Partial Least Squares Structural Equation Modeling and
bootstrapping techniques. These methods allowed for robust testing of intricate relationships involving
both mediating and moderating variables, thereby enhancing the reliability and generalizability of the
findings.

From a theoretical standpoint, this research contributes to the literature by offering a multidimensional
model that advances the Theory of Planned Behavior through the inclusion of distinct forms of financial
literacy and socio-economic conditions. The empirical results underscore the importance of integrating
psychological traits, technological proficiency, and financial circumstances when explaining investment
behavior. The adoption of a hybrid theoretical approach that draws from both behavioral finance and
socio-technical frameworks may provide a more holistic understanding of financial decision-making, as
suggested by Prasad et al. (2022).

In conclusion, this study affirms that financial literacy is not a singular construct but rather a dynamic
interplay of behavioral capacities, digital skills, and contextual factors. It demonstrates that improving
investment outcomes requires more than simply disseminating information it necessitates the

establishment of an ecosystem that fosters financial capability, social trust, and access to resources. These
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insights offer value not only in academic discourse but also for practitioners in financial education,
policy-making, and digital platform development seeking to foster improved investment behaviors.
5.1.Limitations
Even though this investigation provides valuable insights into the impact of financial literacy on
investment decisions, several limitations should be acknowledged. Firstly, the cross-sectional design
restricts the capacity to draw causal inferences. Although the relationships found are statistically
significant, they cannot be assumed to reflect appropriate causal direction or account for the temporal
sequence necessary for dynamic relationships. Future research is encouraged to explore how variables
such as financial literacy, peer influence, and individual wealth affect investment behaviors over time.
Secondly, the data collected through self-reported questionnaires may be subject to social desirability
and recall bias. Participants might have presented an overly favorable depiction of their financial literacy
or investment behavior to appear more competent to others. These biases are often exacerbated by
anonymity, which is difficult to fully mitigate. Future studies could enhance accuracy by integrating
objective indicators of financial behavior or supplementing survey data with documented financial
records.
Thirdly, the limitations of the sample are noteworthy. The majority of respondents may have originated
from urban areas with internet access, thus excluding rural populations or lower-income regions without
digital connectivity. These underrepresented groups may face distinct financial challenges that fall
outside the scope of the current research.
Fourthly, although the theory of planned behavior is a strong framework, it may benefit from integration
with other psychological and behavioral theories. Factors not addressed in this study—such as financial
anxiety, optimism bias, and trust in financial institutions—also significantly influence financial behavior.
Including perspectives from self-determination theory or prospect theory could provide a broader
analytical lens.
Fifthly, the current study defined financial status in terms of perceived status rather than using objectively
measured indicators such as income or net worth. While this perception-based measure aligns with the
subjective nature of the theoretical model, it does not offer a complete view of the actual constraints
individuals face in real-life decision-making scenarios.
Sixthly, the research did not account for various socio-economic and cultural factors specific to particular
regions that may shape financial behavior. Elements such as local investment culture, familial financial
practices, and regulatory environments may significantly influence how individuals perceive and apply
their financial knowledge. Comparative analysis across different cultural contexts could add valuable

depth to future investigations.
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Lastly, the model emphasized peer influence but did not delve into the specific communication channels
through which this influence is exerted whether via advice, social media, observation, or social
conformity. Identifying these pathways could help in designing more targeted strategies for promoting
positive changes in financial behavior.

Despite these limitations, the reliability of the findings is reinforced by the large sample size and the use
of advanced analytical techniques such as Partial Least Squares Structural Equation Modeling.
Addressing these concerns in future research will strengthen theoretical frameworks and enhance the

effectiveness of financial literacy interventions.
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