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Understanding the determinants of peoples’ saving and investment
behavior is an important issue in ensuring financial stability both at the
individual and societal levels and also acts as an important factor in
households' resilience in times of economic crisis. An accepted
viewpoint in the literature states that higher levels of financial attitude
lead to better investment performance. However, some recent studies
have emphasized the effect of financial behavior as a mediating factor on
this relationship. Using a conceptual model taken from the research
literature, this study aimed to investigate the impact of financial
attitudes on investment performance and the mediating effect of
financial behavior on this relationship among young academics.
Financial behavior or financial habits are formed gradually during the
developmental stages of the individual in the family and society. For this
purpose, a survey was conducted using an online questionnaire at the
level of Arak University students and data from 306 students was
collected. In this research, the structural equation modeling (SEM)
approach was used to analyze the conceptual model. The findings of this
research indicate that financial attitudes have a direct and positive effect
on investment performance. It also implies that financial behavior acts
as a mediator in the relationship between financial attitudes and
investment performance and reinforces this relationship.
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EXTENDED ABSTRACT

Introduction

The number and variety of available financial tools as well as the knowledge and attitude
of people to use these tools are the most important reasons for the gap between developed
and developing countries. Financial attitude is the main factor determining people’s
investment performance. Weak financial attitudes and performance cause many problems
at the individual and societal levels. For instance, there is evidence that people with lower
incomes take more expensive loans. Improving the level of financial literacy and attitude
among people, particularly among vulnerable groups of society, will improve individual
financial planning and management, informed financial decisions, appropriate use of
financial opportunities, and in a word, welfare of the society. In addition, it will result in
greater resistance against macroeconomic shocks, greater savings behavior and less
expensive borrowing. Appropriate financial literacy and attitude leads to appropriate
savings and investment performance. However, some research studies indicating that the
idea of having financial literacy will automatically lead to better investment decisions is
misleading. Some recent studies have emphasized the strong role of financial behavioral
habits in the formation of savings and investment behaviors. Behavioral patterns formed in
childhood, such as being responsible, maintaining personal assets and savings will become
an influencing factor on people's investment behavior. Thus, financial behavior is an
important mediating variable that affects the relationship between financial attitudes and
investment performance of individuals. Several research studies have been conducted to
evaluate the relationship between financial attitude, financial behavior and investment
decisions. However, the evaluation of these factors simultaneously, particulaly in a
developing economy such as Iran, has rarely been undertaken. The present research aims
to investigate the relationship between these variables simultaneously among the young
university community.

Methodology

This research aimed to investigate the relationship between financial attitude, financial
behavior and investment performance in the young university community of Iran. For this
purpose, the conceptual model of the research, which included 3 components and 12
indicators, were extracted from exploring the literature, and is analyzed on the student
population of Arak University. An online questionnaire was used to collect the required
data. The structural equation modeling based on partial least squares method was used to
analyze these data. The researchers collected 306 questionnaires from the students of Arak
University. According to the number of free parameters of the conceptual model, this
sample size was between the average and the upper thresholds of the required sample size.
Smart PLS 3.3 software was used to analyze the data.

Results and discussion

In order to measure the internal reliability of the constructs of this research, Cronbach's
alpha and composite reliability (CR) were used. The result indicates that the values of
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Cronbach's alpha and also CR were higher than 0.7 for all constructs. In addition, in order to
analyze the validity of the model, the convergent validity and discriminant validity were
evaluated. The results showed that the values of average variance extracted (AVE) were
greater than 0.5 and the values of CR were also greater than their corresponding AVE for all
structures. To analyze the divergent validity of the measurement model, the Fornell -
Larcker test was used, based on which, the performance of all constructs was appropriate.
In addition, in order to evaluate the structural model, factor loadings and t-statistics were
calculated for all indicators. The results demonstrate that the indicator weights are
statistically significant. The results of this research confirmed the positive and significant
relationship between financial attitude and financial behavior among Arak University
students (with path coefficient=0.525 and t-statistics=11.65) which is considered a
significant effect in causal relationships. Regarding the second hypothesis of the research,
the financial attitude had a positive and significant effect on the investment performance of
individuals (with path coefficient = 0.32 and t-statistic = 5.325). Regarding the third
hypothesis of the research, the results illustrated that the financial behavior had a positive
and significant effect on students' investment decisions (with path coefficient=0.324 and a
t-statistic = 5.278).

Table 1. Significant analysis of path coefficients
The path  Standard Absolute

LT EL ETORIESE B coefficient deviation  t-value Acceptance
financial attitude-> H1 + 0.525 0.044 11.65 Yes*
financial behavior
. financial attitude-> H2 . 0.32 0.058 5.325 Yes*
investment performance
_ financial behavior-> H3 + 0.324 0.06 5.278 Yes*
investment performance
financial attitude->
financial behavior-> + 0.033 5.193 Yes*
investment performance
*p<0.01

In the present research, the Sobel test was used to evaluate the effect of the mediator
variable on the relationship between independent and dependent variables. Based on the
results, the financial behavior variable was placed on the causal pathway between the
financial attitude and investment performance and had a mediating effect on this
relationship at a significant level of 0.99.

Table 2. Significant analysis of the effect of mediating variable on the relationships between
independent and dependent variables

The path Z-value Acceptance

Financial attitude-> financial behavior-> investment performance 4.92 Yes*

Conclusion

Improving the level of financial literacy, attitudes and behaviors among the young
community is the key to improving the investment performance of the population in the
long term. However, no educational programs exist to improve the level of financial literacy
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and attitudes, or improve the financial habits and behaviors in Iran's higher education
system. Therefore, the need to evaluate the current educational content and include the
related topics in the academic curriculum is fully felt. Moreover, by holding educational
conferences and workshops, universities can help to improve the level of financial literacy
and attitudes and consequently improve the financial behavior and investment
performance among students and in turn lead to the improvement of the welfare of society
in the long term. The increase in financial knowledge and awareness would lead to
appropriate financial behaviors such as timely payments, balanced budgeting, and correct
investment decisions in personal life. Therefore, the policy makers as well as the higher
education system should create programs to improve the level of financial knowledge and
foster positive financial attitudes in society. This can be particularly useful for young people
who are developing their personal financial management skills.
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