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1. INTRODUCTION

When people invest big sums of money in the economy in hopes of making profits, investments
become more complicated. The majority of investors maximize their utility and have reasonable
expectations. Behavioral economists contend, however, that people do not make logical decisions
to maximize profits and that markets are inefficient, particularly in the short run, based on their
research. Humans are prone to a variety of abnormal behaviors that go against the wealth
maximization principle and result in illogical behavior (Rosnani Said, 2020; Suhardi et al., 2022;
Wibowo, 2023). This study investigates the significance and meaning of behavioral finance,
specifically bias heuristics and how they are used in investing decisions.

The foundation of traditional investment theory is the idea that investors consistently
behave in a way that maximizes profits (Alteza & Harsono, 2021). Studies reveal that investors
aren't always so logical, though. When uncertainty surrounds investment decisions, one becomes
confused. Both people and markets are not always logical or effective. Behavioral finance provides
an explanation for why markets behave in unexpected ways and why people don't always make the
decisions that are expected of them (Karmila, 2022; Linting, 2021). According to recent research,
the majority of investors sell low in a panicked environment and base their decisions primarily on
emotion rather than reason (Asri et al., 2023). According to psychological research, the anguish of
losing money on investments is actually three times bigger than the joy of making money. Fear and
greed are two emotions that frequently play an (Griffith et al., 2020; Setyani, 2023)

There is a plethora of research on behavioral finance. Previous studies and a substantial
corpus of psychological literature have discovered that people frequently exhibit excessive
optimism and confidence (Gavin-Chocano et al., 2023; Scheier et al., 2021). According to the
study, biased managers tend to start more businesses and new projects, overinvest cash flows
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from their companies, initiate too many mergers, and stick with unproductive investment strategies
for longer periods of time. 'Specific investment strategies' can be targeted in order to control
investors' "mental errors" over an extended period of time. Investors who buy particular stocks for
their portfolios should maintain thorough records of those purchases. In order to make quick
decisions about what to buy, sell, or hold, investors must also choose certain criteria (Aigbovo &
llaboya, 2019; Dong et al., 2022; Ingale & Paluri, 2022).

Heuristic theory states that in uncertain situations, decision makers employ heuristics to
reduce the likelihood of losing. Heuristics are guidelines that decision-makers use to make
decisions more quickly in complex and uncertain situations (Kurdoglu et al., 2023; Luan et al.,
2019). They do this by breaking down the difficult task of estimating values and measuring
probabilities into more straightforward conclusions (Hendrycks et al., 2021). Using heuristics
expedites decision-making for humans as opposed to logically analyzing the information at hand.
Though it can occasionally result in bias, this heuristic is generally helpful and helpful when time is
limited (Ceschi et al., 2019). (Giblin & Stefaniak (2021) claim that all heuristics are methods of
reducing effort, utilizing one or more of the following strategies: examining a small number of hints,
incorporating less data,

Investors employ heuristic biases such as representativeness, availability, overconfidence,
anchoring, and adjustment to lower their risk of loss in uncertain circumstances. Heuristics help
individual investors make decisions with less mental strain, but they also increase the risk of
judgment errors and poor investment choices, which can lead to inefficient markets. Numerous
scholars in the field of financial economics contend that these heuristics can affect how financial
decisions are made, how financial variables, like income or material profits, are forecasted, and
how financial markets behave (Jain et al., 2020; Kirera & Mburugu, 2019; Pradeepkumar, 2021;
Siraji, 2019).

2. RESEARCH METHOD

The research method used in this research is normative juridical. The normative juridical approach
is carried out by studying and interpreting theories related to principles, doctrine, conceptions and
legal norms related to investment and heuristic bias. This research was also carried out through
literature studies with different material related to investment and heuristic bias. The data collection
technique in this research is direct literature study. relating to research objects and research titles,
through books, print media and the internet. The aim of the research is to analyze the influence of
heuristic bias on investment decisions. The population of this research is the target population,
namely students who invest in shares. The sample taken was 384 respondents taken using
random sampling technique. Data collection was carried out using a questionnaire instrument and
the data analysis method used was structural equation analysis or Structural Equation Modeling
(SEM) using AMOS.

3. RESULTS AND DISCUSSIONS
Research data was collected by distributing questionnaires directly to respondents who were
found. Questionnaires were obtained by researchers meeting respondents directly and providing
guestionnaires to be filled out by respondents who were students who were investors. Descriptive
analysis presents an analysis of respondents' answers to research variables.

Below are the presentation results in the form of respondents' explanations of the variables
which will later be measured using the standard values in Table 1.

Tabel 1.Criteria for measuring respondents' answers

No Mark Measurement

1 1,00 -1,79 Strongly Disagree
2 1,80 - 2,59 Disagree

3 2,60 - 3,39 Not Agree

4 3,40-4,19 Agree

5 4,20 — 5,00 Strongly Agree

Heuristic indicators are measured by stating how much the heuristic factor is a determinant
in making investment decisions. Students gave an assessment of 4.15 in the good category. This
shows that the majority of students chose the answer "Agree" as many as 219 people (56.9%), and
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the answer "Strongly Agree" as many as 116 people (30.1%). These results explain that the
majority of students admit that heuristics influence the investments they choose. However, from the
distribution of respondents' answers, there were still 41 people (10.6%) who answered "Not Agree"
and 8 people (2.1%) who answered "Disagree". This explains that there are still students who
consider heuristics not to be a factor or dominant in determining which investment to choose. This
data also explains that students do not have knowledge about heuristic bias.

Heuristics have a significant positive effect on investment decisions taken by students as
stock investors. is actually able to strongly influence the form of financial decisions taken by
students as investors. Having knowledge of heuristics and having good skills in managing finances
and choosing good and appropriate investments will be able to help students choose the most
appropriate investments to prepare for their future.

Discussion

The results of this study illustrate the data collection method conducted by distributing
questionnaires directly to student stock investors, and descriptive analysis was conducted to
evaluate their perceptions of the research variables using the measurement criteria in Table 1.
Regarding the heuristics indicator, the majority of respondents agreed and strongly agreed that
heuristic factors influence their investment decisions, while a small proportion still disagreed or
disagreed. This reflects the variation in understanding among students regarding the influence of
heuristics in investment decision-making.

In the context of these findings, it was found that students need to improve their understanding
of heuristic bias, as reflected by the percentage of respondents who still disagree or disagree with
the influence of heuristics in choosing investments. Therefore, suggestions for future research
development can be focused on efforts to develop effective educational strategies to provide
further information and a deeper understanding of heuristic factors in investment decision making.
The implementation of this educational program can help student equity investors to improve their
financial literacy and make more informed and planned investment decisions, along with a better
understanding of the psychological aspects that can influence the financial decision-making
process.

4. CONCLUSION

In Indonesia, investment is a major factor in employment and economic growth. Since students are
seen as potential investors who can foster a favorable environment for Indonesia's investment
market, it is hoped that the university will offer financial education and promote capital market
investment products and services to encourage students to become logical investors. You can
influence investing decisions in a way that is advantageous by comprehending the idea of
behavioral bias.
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