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Integration of Behavioral Finance and Local Culture in 
Investment Decisions 

Made Pratiwidewi1* | Yudi Azis1 | Widarto Rachbini1  

1. Universitas Pancasila, Jakarta, Indonesia 

Abstract. The objective of this study is to conduct a systematic literature review of the 
development of studies related to behavioral finance and its influence on investment 
decision making. The study will pay particular attention to the role of local culture as a 
moderating factor. The present study employed the Systematic Literature Review (SLR) 
approach to conduct a comprehensive review of 50 scientific articles published from 
2000 to 2025. The analysis indicates that behavioral biases, including overconfidence, 
loss aversion, and herding behavior, in addition to risk perception and return 
expectation, are variables that have been consistently identified as having a significant 
influence on investment decisions. However, there are still significant gaps in the extant 
literature, especially regarding the integration of local culture in financial decision-
making models. In the Indonesian context, cultural values such as Catur Purusa Artha 
are believed to play a significant role in shaping investment attitudes and preferences. 
However, these cultural values have not yet been empirically studied. Consequently, 
this study offers a conceptual framework that integrates extant research and proposes 
a novel approach to the study of behavioral finance, one that is more culturally 
pertinent. The findings are expected to serve as a theoretical and practical foundation 
in encouraging local wisdom-based investment research and policy in Indonesia. 

Keywords: behavioral finance; expected return; investment decision; local culture; risk 
perception; SLR 

Introduction 
In recent decades, the traditional financial paradigm, which is predicated on the assumption 

of full investor rationality, has been the subject of increasing scrutiny. Classical models, including 
the Efficient Market Hypothesis (EMH), operate under the assumption that investors possess the 
capacity to process all available information objectively and make optimal decisions (Fama, 
1965). Nevertheless, the existence of various market anomalies and the observation of investor 
behavior that deviates from rationality suggest that this assumption may not fully capture the 
complexity of decision-making processes within financial markets. This condition has encouraged 
the development of a behavioral finance approach that integrates psychological and social science 
perspectives into financial studies (Ricciardi & Simon, 2000; Olsen, 1998; Shefrin, 2002).  

The extant behavioral finance literature has identified various behavioral biases—such as 
overconfidence, loss aversion, anchoring, and herding behavior—as significant factors that 
influence individual investment decisions (Tversky & Kahneman, 1974; Baker & Nofsinger, 2002; 
Statman, 2014; Gill & Bajwa, 2018). Furthermore, risk perception and return expectations are 
identified as pivotal variables that facilitate the impact of behavioral biases on investment 
decisions (Weber et al., 2013; Trang & Tho, 2017). Indeed, a substantial body of research has 
demonstrated that risk perception can function as a mediating mechanism, elucidating the 
manner in which behavioral factors are translated into investment decisions (Almansour et al., 
2023). Conversely, the interplay between expectations, risk perception, and investment 
preferences has been a subject of considerable discourse within the domain of behavioral 
economics. This field has underscored the notion that investment decisions are frequently 
influenced by subjective evaluations of risk and reward, rather than by objective, numerical 
calculations (Antonides & Van der Sar, 1990; Huber & Huber, 2019). These findings indicate that 
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investment decisions are not solely determined by rational calculations, but rather by 
multifaceted interactions among cognitive, emotional, and individual experience factors.  

However, the prevailing approach in behavioral finance research remains universalistic, 
emphasizing individual psychological aspects without sufficiently considering the social and 
cultural context in which investors operate. Culture is defined as a system of values that shapes 
how individuals perceive risk, profit, and economic goals (Hofstede, 2001; Yates & Oliveira, 2016). 
Cross-cultural studies demonstrate that disparities in cultural values, such as individualism and 
collectivism, influence risk perception and investment preferences (Weber & Hsee, 1999; Hens & 
Wang, 2007; Chang & Lin, 2015; Li et al., 2021). Specifically, studies of culture and risk in 
Indonesia demonstrate that the propensity to evade uncertainty can influence risk avoidance and 
elevate investors' perception of risk (Arsyad & Ibrahim, 2019). This finding suggests that 
investment behavior is inextricably linked to the prevailing cultural context.   

In the context of developing countries, particularly Indonesia, the cultural dimension is 
becoming increasingly salient. Local values function not only as social guidelines, but also as a 
form of social control, influencing life orientation, attitudes toward wealth, and the way 
individuals make economic decisions (Bauto, 2014). A number of studies in Indonesia 
demonstrate that investment behavior is influenced by a combination of psychological factors, 
knowledge/literacy, and the values held by investors, including young investors and sharia stock 
investors (Abidin et al., 2020). Moreover, evidence from other regional contexts demonstrates 
that social identity factors, including gender, ethnicity, and religion, can influence investment 
preferences and decisions (Albaity & Rahman, 2012; Ferreira & Dickason, 2018), The present 
study explores the potential interplay between religiosity and behavioral biases in the context of 
investment decision-making (Hameed et al., 2018). This finding is pertinent to the argument that 
investment decisions are not independent of socio-cultural values; rather, they are embedded in 
the characteristics and value systems of investors.  

In Bali, for instance, the Catur Purusa Artha philosophy, comprising Dharma (ethics), Artha 
(economic welfare), Kama (life satisfaction), and Moksa (spiritual balance), serves as the 
foundation for values that guide individual behavior, including economic and investment 
activities. Nevertheless, to date, there has been a paucity of systematic studies that integrate these 
local cultural values into the behavioral finance framework. Research that pertains to Catur 
Purusa Artha is typically situated within the domain of financial governance or ethics. However, 
its practical application to investment behavior mechanisms has remained largely unexplored, 
except in the context of investment decision models (Sutra, 2020; Sudiana et al., 2022).  

Empirical studies conducted in Indonesia have demonstrated a correlation between 
religiosity and cultural values on the one hand, and investment attitudes and decisions on the 
other. However, the extant studies are generally stand-alone and have not been integrated into a 
comprehensive conceptual model. Moreover, there is a paucity of studies that have explicitly 
incorporated local culture as a moderating variable in the examination of the relationship 
between behavioral bias, risk perception, return expectations, and investment decisions. Within 
the framework of planned behavior, investment intentions and decisions can be understood as 
the result of attitudes, norms, and perceived behavioral control (Ajzen, 1991), A number of studies 
have adapted TPB to explain investment intentions, situating risk perception as a significant 
component in the process (Alleyne, 201; Arsyad et al., 202; Bosnjak et al., 2020). This finding 
suggests the presence of a robust theoretical foundation for integrating behavioral mechanisms 
(bias, risk, and expectation) with the local cultural context within a more comprehensive 
framework.  

In light of these conditions, a systematic review is imperative. Such a review should map the 
development of behavioral finance research and critically evaluate the extent to which cultural 
dimensions, particularly local culture, have been integrated into the investment decision-making 
literature. Consequently, this article employs a systematic literature review (SLR) approach to 
analyze and synthesize findings from previous studies discussing behavioral finance, risk 
perception, return expectations, and the role of culture in investment decisions.  
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The primary innovation of this article is its systematic endeavor to integrate behavioral 
finance perspectives with local cultural values within a unified conceptual framework. Contrary 
to the prevailing SLR studies that have historically concentrated on behavioral biases and 
psychological factors in a more broad sense, this study unambiguously establishes local culture, 
particularly Catur Purusa Artha, as a contextual mechanism that has the capacity to moderate the 
relationship between behavioral factors, risk perception, return expectations, and investment 
decisions.  

This article utilizes the method of structured literature synthesis to accomplish two 
objectives. First, it identifies dominant patterns and research gaps in behavioral finance studies. 
Second, it offers directions for the development of more contextual and holistic theories. 
Consequently, this study contributes to the expansion of the understanding of investor behavior, 
particularly in the context of societies with strong cultural values, and it establishes a foundation 
for further empirical research that integrates local cultural dimensions into investment decision 
studies. 

Concept 
The objective of this study is to methodically examine the relationship between behavioral 

finance and local cultural aspects in investment decision-making. Despite the rapid growth in the 
literature on behavioral biases, risk perceptions, and return expectations, the integration of local 
cultural factors into the behavioral finance framework remains underdeveloped. Specifically, local 
cultural values such as Catur Purusa Artha have not been extensively incorporated into 
explanations of the investment decision-making process, particularly as factors that influence or 
moderate the relationship between behavioral aspects and investment decisions.  

The objective of this study is to address the following research questions, which are derived 
from the aforementioned conditions: A review of the extant literature reveals several research 
trends and directions. Firstly, there is a paucity of research on the influence of behavioral finance 
on investment decisions. Secondly, the most dominant behavioral biases, risk perceptions, and 
return expectations in the literature remain to be identified. Thirdly, the relationship between 
behavioral finance factors and investment decisions is moderated by local culture. Finally, there 
are research gaps in the study of the integration of behavioral finance and culture in the context 
of investment decision-making.  

In accordance with the formulation of the problem, the objective of this study is threefold. 
Firstly, it aims to identify and systematize the findings of previous studies on behavioral finance 
and investment decisions. Secondly, it seeks to classify the main variables used in previous 
studies, particularly behavioral biases, risk perceptions, and return expectations. Thirdly, it will 
analyze the role of local culture, especially Catur Purusa Artha, as a variable that has the potential 
to moderate the relationship between behavioral factors and investment decisions. Finally, it will 
reveal research gaps in order to provide recommendations for further research that is more 
holistic, contextual, and relevant to local cultural characteristics. 

Method 
This research employs a systematic literature review (SLR) approach, which aims to 

identify, evaluate, and synthesize findings from scientific articles related to the topic of behavioral 
finance and the integration of cultural values in investment decisions. The research design is 
consistent with the guidelines established by PRISMA (Preferred Reporting Items for Systematic 
Reviews and Meta-Analyses) and Kitchenham & Charters (2007), encompassing the following 
phases: 

1. Keyword Identification and Determination; A comprehensive literature search was 
conducted using keywords such as: The following terms are pertinent to the present 
study “behavioral finance”, “investment decision”, “risk perception”, “expected return”, 
“financial bias”, and “cultural moderation”.  
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2. Data Sources: The articles were meticulously selected from an array of scientific 
databases, including Scopus, ScienceDirect, Emerald Insight, SpringerLink, Google 
Scholar, and distinguished national journals recognized by SINTA. The publication year 
range under consideration is from 2000 to 2025. 

3. Inclusion & Exclusion Criteria 

Table 1. Inclusion & Exclusion Criteria 

Inclusion Criteria Exclusion Criteria 

Indexed scientific articles (Scopus, 
SINTA 1/2, national journals) 

Opinions, editorials, media reports and 
unreviewed articles 

Focus on investment decisions, 
behavioral finance, culture 

Articles that do not explicitly discuss 
investment decisions 

Mentioning variables: bias, perceived 
risk, expected return 

Articles that are duplicates or not 
available for full access 

Publication period: 2000-2025 Studies that only discuss companies 
without involving investors 

(Source: Data processed, 2025) 
 

1. Selection Procedure: 
 Total articles identified: 213 from database + 18 from manual search. 
 After removing duplicates: 189 articles 
 After screening titles and abstracts: 86 articles 
 Final articles used in the analysis: 50 articles  

2. Analysis Instrument: Data from 50 articles were coded into an SLR matrix table that 
included: author, year, title, theory, methodology, variables, results, country context, and 
research gaps.  

3. Process Visualization: PRISMA diagram is used to visualize the process of article 
identification, selection, and inclusion.  

This approach offers a comprehensive mapping of research trends, theoretical models, and 
the role of culture in investment. Furthermore, it discloses research lacunae that can function as 
a foundation for subsequent research endeavors. A visual PRISMA diagram is presented to 
illustrate the flow of article selection. 
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Figure 1. PRISMA Diagram Mapping Research Trends, Theoretical Models and the Role of Culture in 
investment 

(Source: Data processed, 2025) 

The data was then subjected to analysis using an SLR matrix, with the following variables 
taken into consideration: year, author, methodology, main results, and gaps. 

Result and Discussion 
General Characteristics of Studies and Research Trends 

The results of comprehensive literature searches and selection indicate a marked increase 
in research on behavioral finance and investment decisions, particularly after the year 2010. 
Methodologically, the majority of studies utilize a quantitative survey-based approach, 
incorporating regression and SEM analysis, complemented by a series of experimental studies and 
conceptual reviews (Mittal, 2022; Rosid et al., 2024). From a geographical perspective, the study 
is not only dominated by developing countries in Asia (Indonesia, India, Pakistan, Vietnam, and 
Malaysia), but also relies on conceptual foundations from America and Europe that explain the 
limitations of investor rationality and market behavior anomalies (Fama, 1965; Olsen, 1998; 
Statman, 2014; Tversky & Kahneman, 1974; Beleulmi, 2020).  

This trend signifies a transition from theoretical discourse to empirical testing of 
psychological and social factors that influence investment decisions. However, despite the 
growing prevalence of research on behavioral biases, risk perceptions, and return expectations, 
the incorporation of cultural variables (particularly local culture) remains underdeveloped. 
Frequently, cultural elements are merely described rather than being tested as analytical 
constructs (Hens & Wang, 2007; Yates & Oliveira, 2016; Li et al., 2021). 

Behavioral Bias as a Determinant of Investment Decisions 

A synthesis of findings indicates that behavioral bias is the most consistent determinant in 
explaining individual investors' investment decisions. The phenomenon of overconfidence bias 
has been the subject of extensive research, and it is predominantly linked to a propensity for 
making assertive decisions, an elevated frequency of transactions, and an exaggerated self-
perception regarding one's aptitude for comprehending market dynamics (Baker & Nofsinger, 
2002; Tourani-Rad & Kirkby, 2005; Shafi, 2014; Raut et al., 2018; Beleulmi, 2020). This 
perspective aligns with the tenets of behavioral finance, which posits that investors, as "normal 
people," are influenced by psychological factors in their financial decisions, rather than acting as 
perfect rational agents (Statman, 2014; Ricciardi & Simon, 2000; Obeng, 2020).  

Furthermore, loss aversion has been identified as a predominant cognitive bias that renders 
investors more sensitive to potential losses than to profit opportunities. In practice, this bias can 
trigger behaviors such as delaying the sale of loss-making assets, excessive risk avoidance, or 
making "safe" decisions even though they are economically suboptimal (Tversky & Kahneman, 
1974; Mittal, 2022). This finding is further substantiated by studies pertinent to religiosity and 
loss aversion, which demonstrate that local norms and values can influence investors' preferences 
for risk and loss (Blau & Crane, 2021; Vanheusden et al., 2024).   

Other cognitive biases, such as heuristics (anchoring, representativeness) and herding, also 
play an important role, especially when investors are faced with complex information and 
information asymmetry. In such situations, investors often resort to cognitive shortcuts or follow 
the lead of the majority, thereby increasing the likelihood of decisions that are less reflective (Gill 
& Bajwa, 2018; Chang & Lin, 2015). These findings serve to reinforce the position of behavioral 
finance as the primary explanation for investors' behavioral deviations from classical rationality 
principles.  

Risk Perception as a Mediation Mechanism: From “Risk as Cognition” to “Risk as Feelings”   

The extant literature demonstrates that risk perception functions not only as an 
independent variable but also frequently serves as a mediating mechanism, thereby acting as a 
bridge between the influence of behavioral biases and investment decisions. According to 
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established scholarship, the perception of risk and the expectations of return are intertwined in 
the determination of investment preferences and choices (Antonides & Van Der Sar, 1990). 
Empirical evidence from numerous studies has demonstrated that investors who perceive risk to 
be high often exercise caution and refrain from making high-risk investment decisions. 
Conversely, investors who perceive risk to be low tend to engage more actively in high-risk assets 
(Weber et al., 2013; Trang & Tho, 2017; Nouri et al., 2017).  

A contemporary approach posits that risk is not invariably processed cognitively and 
rationally, but also through emotional responses (risk as feelings). Emotional states have been 
demonstrated to influence risk perception, which can subsequently impact investment decisions 
(Loewenstein et al., 2001). Experimental studies have demonstrated that the manner in which 
scales are presented can influence risk perception, return expectations, and investment 
tendencies, thereby indicating cognitive biases in the assessment of risk information (Huber & 
Huber, 2019).   

A notable finding is that risk perception frequently functions as a mediator, thereby linking 
behavioral factors to investment decisions in a more comprehensive manner. Specifically, recent 
research confirms the mediating role of risk perception in the relationship between behavioral 
finance factors and investment decisions (Almansour et al., 2023). In Indonesia, numerous studies 
have demonstrated that risk perception serves as a conduit between financial knowledge or 
literacy and investment intentions, particularly among novice investors (Mulyani et al., 2021; 
Shehata et al., 2021). Therefore, risk perception can be conceptualized as a "decision maker" 
construct that is influenced by information, experience, emotions, and social context.  

Expected Return: Not Neutral and Often Subjective 

In numerous studies, expected returns are identified as the primary catalyst for investment 
intentions and market participation. However, a synthesis of the results indicates that expected 
returns are rarely neutral or purely data-driven; they are often influenced by experience, 
optimism, sentiment, and behavioral biases. The correlation between anticipated returns and 
investment decisions is known to exhibit strengthening tendencies when investors possess 
elevated levels of self-confidence or feel competent in their ability to manage risk (Ajzen, 1991; 
Alleyne, 2011; Beleulmi, 2020).   

In the context of Indonesia and Bali, studies have demonstrated a correlation between 
expected return, self-efficacy, and risk perception, which collectively influence investment 
intentions (Kurniawan, 2021). Other studies emphasize that expected return is also related to a 
more long-term investment orientation and is influenced by how investors interpret the risk-
return trade-off (Huber & Huber, 2019; Antonides & Van Der Sar, 1990). Conversely, financial 
literature demonstrates that expected return can be influenced by the investment base and asset 
characteristics. However, this approach is more commonly employed in macro market studies 
(Liu et al., 2009). These findings indicate that the expected return should not be regarded 
exclusively as an economic variable; rather, it is also a psychological construct influenced by 
experience, perception, and social values.  

Culture, Religiosity, and Local Context: Why Universalistic Models Are Not Enough  

A seminal synthesis of this SLR asserts that cultural dimensions remain a "blank space" in 
the integration of investment decision models, despite cross-cultural evidence demonstrating that 
culture influences how individuals perceive risk, make decisions, and assess uncertainty (Weber 
& Hsee, 1999; Yates & Oliveira, 2016; Hofstede, 2001). Cross-cultural studies have demonstrated 
that cultural factors can influence herding behavior and decision-making in international markets 
(Chang & Lin, 2015) as well as influence thinking styles and investment decisions (Li et al., 2021). 

In the context of religiosity, a number of studies have been conducted that demonstrate the 
capacity of religiosity to moderate the influence of behavioral biases on investment decisions and 
to affect preferences for speculation and attitudes toward risk (Kumar et al., 2011; Hameed et al., 
2018; Liu & Ma, 2019). These findings are further substantiated by studies demonstrating the 
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impact of religiosity on loss aversion and risk-taking behavior (Blau & Crane, 2021; Vanheusden 
et al., 2024; Zakiyyah et al., 2023).  

In Indonesia, the cultural dimensions and social values of the community appear to be 
relevant factors in the decision-making process of investors operating within the context of 
community norms and influences. A multitude of studies have established a correlation between 
cultural influences and perceived risk, as well as risk avoidance (Arsyad & Ibrahim, 2019). 
Furthermore, other studies have demonstrated that religious values and norms have the capacity 
to influence sharia-based investment decisions or decisions regarding specific assets (Abidin et 
al., 2020; Albaity & Rahman, 2012). Furthermore, demographic factors such as gender, age, and 
ethnicity frequently emerge as variables that differentiate risk preferences and investment 
decisions (Ferreira & Dickason, 2018; Radianto et al., 2020; Korniotis & Kumar, 2011; Kunnanatt 
& Emiline, 2012).  

In the context of Bali, local values such as Catur Purusa Artha have the potential to function 
as a conceptual lens that explains investment decisions as decisions that are not solely profit-
oriented, but also value-driven (Sutra, 2020; Sudiana et al., 2022). At this juncture, research 
becomes more contextual. Local culture can be conceptualized as a "mechanism" that moderates 
how behavioral biases influence risk perception and return expectations, ultimately informing 
investment decisions.  

Synthesis, SOTA, and Research Gap  

A comprehensive review of the extant literature reveals a robust corpus of works that have 
successfully explicated the following: The present study aims to explore the role of behavioral 
biases in investment decisions, the importance of risk perception as a mediator, and the 
significance of expected return as a driver of investment intentions. Nevertheless, the primary 
research gap pertains to the limitations of models that explicitly incorporate cultural factors into 
the relationship between bias, risk perception, expected return, and investment decisions. 
Existing cultural studies demonstrate a tendency toward partiality, utilizing culture as a backdrop 
or examining religiosity without incorporating a more specific local cultural framework (Hens & 
Wang, 2007; Weber & Hsee, 1999; Yates & Oliveira, 2016).   

Consequently, the present SLR contributes to the ongoing discourse by underscoring the 
necessity of incorporating local culture as a moderator in the development of behavioral finance 
models in Indonesia. This integration can be facilitated, for instance, through the Catur Purusa 
Artha framework. In the future, the recommended research agenda is to empirically test this 
integrative model using a mixed methods approach and to consider investor heterogeneity based 
on demographics, financial literacy, and socio-cultural characteristics.  

Implications for the Conceptual Model  

A synthesis of findings from 50 reviewed articles indicates that investment decisions cannot 
be understood partially through a single variable, but rather through a series of interrelated 
behavioral processes. The results of this SLR support a chain of relationships in which behavioral 
biases (e.g., overconfidence, loss aversion, and heuristics) influence how investors perceive risk, 
which in turn shapes expected returns, and ultimately determines investment decisions. This 
cascading relationship indicates that risk perception and return expectations function as 
cognitive-emotional mechanisms that bridge the influence of biases on actual investment 
behavior. 
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Figure 2. Conceptual Model Behavioral Finance, Risk Perception, Expected Return, Invesment Decisions 
and Culture 

(Source: Data processed, 2025)  

Moreover, cross-cultural and local context findings demonstrate that these relationships 
are not universal and homogeneous. Local culture has the capacity to function as a moderating 
variable, thereby influencing the strength and direction of the relationships between variables in 
the model. In the Indonesian context, particularly in Bali, the values of Catur Purusa Artha provide 
a normative framework that has the potential to alter the manner in which investors interpret 
risk and return. The value of Dharma has been demonstrated to restrain excessive speculative 
behavior. Artha has been shown to influence the orientation towards economic goals. Kama has 
been linked to personal satisfaction and preferences, while Moksa encourages a balance between 
material and non-material goals.  

Consequently, the conceptual model proposed in this study positions Catur Purusa Artha 
not merely as a cultural background, but as a contextual mechanism that moderates the 
relationship between behavioral bias, risk perception, return expectations, and investment 
decisions. This approach serves to broaden the existing behavioral finance framework, which has 
historically concentrated on individual psychological factors, thereby expanding it into a more 
contextual, holistic model that is pertinent to the socio-cultural reality of local investors.  

Conclusion 
A comprehensive examination of 50 scientific articles through a systematic literature 

review has substantiated that the investment decisions of individual investors are the 
consequence of a multifaceted and sequential behavioral process. A comprehensive review of the 
extant literature reveals a consistent pattern: behavioral biases, including overconfidence, loss 
aversion, and heuristics, exert a significant influence on the manner in which investors assess and 
perceive risk. These risk perceptions subsequently influence expected returns, which in turn 
inform investment decisions. These findings serve to reinforce the prevailing perspective that 
investment decisions are not entirely based on economic rationality. Rather, they are influenced 
by a complex interplay of cognitive, emotional, and subjective experience factors among investors.  

Moreover, the results of the literature synthesis demonstrate that the relationship between 
behavioral bias, risk perception, return expectations, and investment decisions is not universal. 
The influence of social and cultural contexts on the interpretation of risk and return by investors 
has been demonstrated. However, previous studies have been very limited in explicitly integrating 
local culture into the behavioral finance framework. In the context of Indonesia, particularly Bali, 
the values of Catur Purusa Artha—which include Dharma, Artha, Kama, and Moksa—have great 
potential to explain investment decisions as decisions that are not only oriented towards financial 
gain, but also towards a balance of ethical values, life satisfaction, and spiritual goals. However, 
these dimensions of local culture have not been systematically operationalized in investment 
decision models.  

The primary contribution of this article is the development of an integrative conceptual 
framework that positions local culture as a moderating variable in the relationship between 
behavioral factors and investment decisions. By situating Catur Purusa Artha as a contextual 
mechanism, this study broadens the scope of behavioral finance from an approach that 
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emphasizes individual psychology to a more contextual and holistic approach. This framework is 
not only pertinent to understanding investor behavior in Bali; it also creates opportunities for the 
development of cultural-based behavioral finance theory in various social contexts.  

Theoretically, this study contributes to the behavioral finance literature by demonstrating 
that the integration of local culture can enhance the explanatory power of investment behavior 
models. The proposed conceptual model posits that behavioral biases do not function directly and 
uniformly; rather, they are mediated by risk perception and expected return, and moderated by 
the cultural values embraced by investors. Consequently, this study proposes a transition from a 
universalistic approach to the development of behavioral finance theory that is more contextual 
and sensitive to local values.   

From a pragmatic perspective, these findings carry significant ramifications for regulators, 
capital market institutions, and financial education providers. Investment literacy and education 
programs should not only emphasize the technical aspects of risk and return calculations, but also 
consider the psychological factors and cultural values of investors. An educational approach that 
aligns with local values, such as the principles of balance and ethics in Catur Purusa Artha, has the 
potential to improve the quality of investment decision-making, rendering it more reflective and 
sustainable.   

As an SLR-based study, this research has limitations in that it relies on previous research 
findings and has not conducted direct empirical testing. Consequently, further research is 
recommended to empirically test the proposed conceptual model, using quantitative, qualitative, 
or mixed methods approaches. Furthermore, the exploration of other local cultures in Indonesia 
and cross-cultural contexts can enrich our understanding of the role of cultural values in 
investment decisions. 

References 
Abidin, Z., Maupa, H., Alam, S., & Sobarsyah, M. (2020). Determinants of financial behavior in young 

investors’ Islamic stock investment decisions in Indonesia. American International Journal of 
Business Management (AIJBM) ISSN, 3(11), 1-08. https://www.aijbm.com/wp-
content/uploads/2020/11/A3110109.pdf  

Ajzen, I. (1991). The theory of planned behavior. Organizational behavior and human decision 
processes, 50(2), 179-211. https://doi.org/10.1016/0749-5978(91)90020-T   

Albaity, M. S., & Rahman, M. (2012). Gender, ethnicity, and religion and investment decisions: Malaysian 
evidence. Journal of Sociological Research, 3(2), 502-519. http://dx.doi.org/10.5296/jsr.v3i2.2649  

Alleyne, P. (2011). Using the theory of planned behaviour and risk propensity to measure investment 
intentions among future investors. Journal of Eastern Caribbean Studies, 36(1), 1-21.  

Almansour, B. Y., Elkrghli, S., & Almansour, A. Y. (2023). Behavioral finance factors and investment 
decisions: A mediating role of risk perception. Cogent Economics & Finance, 11(2), 2239032. 
https://doi.org/10.1080/23322039.2023.2239032  

Antonides, G., & Van Der Sar, N. L. (1990). Individual expectations, risk perception and preferences in 
relation to investment decision making. Journal of Economic Psychology, 11(2), 227-245. 
https://doi.org/10.1016/0167-4870(90)90005-T  

Arsyad, I., Tayasri, I., & Im, L. C. (2021). Perceived Risk and Theory of Planned Behavior. Jurnal Aplikasi 
Manajemen, Ekonomi, dan Bisnis, 6(1), 25-36. https://doi.org/10.51263/jameb.v6i1.136   

Arsyad, I., & Ibrahim, Y. (2019). Uncertainty Avoidance, Risk Avoidance and Perceived Risk: A Cultural 
Perspective of Individual Investors. Hasanuddin Economics and Business Review, 3(1), 21-33. 
http://dx.doi.org/10.26487/hebr.v3i1.1836   

Baker, H., & Nofsinger, J. (2002). Psychological Biases of Investors. Financial Services Review, 11(2), 97-
116. https://www.scribd.com/document/564824723/Psychological-Biases-of-Investors  

Bauto, L. M. (2014). Perspektif Agama dan Kebudayaan dalam Kehidupan Masyarakat Indonesia (Suatu 
Tinjauan Sosiologi Agama). JPIS (Jurnal Pendidikan Ilmu Sosial), 23(2), 11-25. 
https://ejournal.upi.edu/index.php/jpis/article/view/1616/0   

https://www.aijbm.com/wp-content/uploads/2020/11/A3110109.pdf
https://www.aijbm.com/wp-content/uploads/2020/11/A3110109.pdf
https://doi.org/10.1016/0749-5978(91)90020-T
http://dx.doi.org/10.5296/jsr.v3i2.2649
https://doi.org/10.1080/23322039.2023.2239032
https://doi.org/10.1016/0167-4870(90)90005-T
https://doi.org/10.51263/jameb.v6i1.136
http://dx.doi.org/10.26487/hebr.v3i1.1836
https://www.scribd.com/document/564824723/Psychological-Biases-of-Investors
https://ejournal.upi.edu/index.php/jpis/article/view/1616/0


 Integration of Behavioral Finance and Local Culture  

Pratiwidewi, M., Azis, Y., & Rachbini, W. in Investment Decisions  

Jurnal Ekonomi dan Bisnis Jagaditha Volume 13(1), 2026 
Page | 63 

Beleulmi, A. (2021). Financial and Investment Decisions between Behavioral and Traditional Finance. 
Journal of Economic & Financial Research, 8(2), 793-812. http://dx.doi.org/10.37164/2056-008-
002-035    

Blau, B. M., & Crane, B. D. (2021). Religiosity and loss aversion: Does local religiosity influence the 
skewness of stock returns?. International Review of Finance, 21(2), 478-496. 
https://doi.org/10.1111/irfi.12287   

Bosnjak, M., Ajzen, I., & Schmidt, P. (2020). The theory of planned behavior: Selected recent advances and 
applications. Europe's journal of psychology, 16(3), 352. https://doi.org/10.5964/ejop.v16i3.3107   

Chang, C.-H., & Lin, S.-J. (2015). The Effects of National Culture and Behavioral Pitfalls on Investors' 
Decision-Making: Herding Behavior in International Stock Markets. International Review of 
Economics & Finance, 37, 380-392. http://dx.doi.org/10.1016/j.iref.2014.12.010   

Fama, E. (1965). The Behaviour of Stock Market Price. Journal of Business, 38, 32-105. 
http://www.jstor.org/stable/2350752    

Ferreira, S. J., & Dickason, Z. (2018). The effect of gender and ethnicity on financial risk tolerance in South 
African. Gender and Behaviour, 16(1), 10851-10862. https://hdl.handle.net/10520/EJC-fcd32eba2   

Gill, K. R., & Bajwa, R. (2018). Study on Behavioral Finance, Behavioral Biases, and Investment Decision. 
International Journal of Acounting and Financial Management Research (IJAFMR), 8(3), 1-14. 
http://dx.doi.org/10.24247/ijafmraug20181   

Hameed, W.-U., Sabir, S. A., Razzaq, S., & Humanyon, D. A. (2018). The Influence of Behavioral Biases on 
Investment Decision Making: A Moderating Role of Religiosity Among Paskitani Investors. 
International Journal of Management Research and Emerging Sciences, 8(1), 87-98. 
http://dx.doi.org/10.1186/s40497-018-0112    

Hens, T., & Wang, M. (2007). Does Finance have a Cultural Dimension? National Centre of Competence in 
Research Financial Valuation and Risk Management, Working Paper No. 377. 
https://www.researchgate.net/publication/253143963  

Hofstede, G. (2001). Culture's consequences: Comparing values, behaviors, institutions and organizations 
across nations. Sage publications.  

Huber, C., & Huber, J. (2019). Scale matters: risk perception, return expectations, and investment 
propensity under different scalings. Experimental Economics, 22(1), 76-100.   

Korniotis, G. M., & Kumar, A. (2011). Do older investors make better investment decisions?. The review of 
economics and statistics, 93(1), 244-265.    

Kunnanatt, J. T., & Emiline, M. (2012). Investment strategies and gender: a study of emerging patterns in 
India. Journal of Gender Studies, 21(4), 345-363. https://doi.org/10.1080/09589236.2012.661569  

Kumar, A., Page, J., & Spalt, O. (2011). Religious Beliefs, Gambling Attitudes, and Financial Market 
Outcomes. Journal of Financial Economics, 1(1). https://doi.org/10.1016/j.jfineco.2011.07.001  

Kurniawan, P. I. (2021). Effect of Expected Return, Self Efficacy, and Perceived Risk on Investment 
Intention: An Empirical Study on Accounting Master Degree in Udayana University, Bali. Journal of 
Accounting, Finance and Auditing Studies, 7(1), 40-55. http://dx.doi.org/10.32602/jafas.2021.002  

Li, H., Wang, T., & Cao, Y. (2021). Culture, thinking styles and investment decision. Psychological Reports, 
0(0), 1 28. http://dx.doi.org/10.1177/0033294121997778   

Liu, L. X., Whited, T. M., & Zhang, L. (2009). Investment-based expected stock returns. Journal of Political 
Economy, 117(6), 1105-1139. https://www.journals.uchicago.edu/doi/epdf/10.1086/649760  

Liu, Z. & Ma, N. (2019). Religious Culture and Corporate Risk Taking. Advances in Economics, Business and 
Management Research, 16, 214-218. http://creativecommons.org/licenses/by-nc/4.0/   

Loewenstein, G. F., Weber, E. U., Hsee, C. K., & Welch, N. (2001). Risk as feelings. Psychological 
bulletin, 127(2), 267. https://psycnet.apa.org/buy/2001-16969-005  

Mittal, S. K. (2022). Behavior biases and investment decision: theoretical and research 
framework. Qualitative Research in Financial Markets, 14(2), 213-228. 
https://doi.org/10.1108/QRFM-09-2017-0085  

Mulyani, E., Fitra, H., & Honesty, F. F. (2021). Investment Decisions: The Effect oF Risk Perceptions and 
Risk Propensity for Beginner Investors in West Sumatra. Proceedings of the Seventh Padang 

http://dx.doi.org/10.37164/2056-008-002-035
http://dx.doi.org/10.37164/2056-008-002-035
https://doi.org/10.1111/irfi.12287
https://doi.org/10.5964/ejop.v16i3.3107
http://dx.doi.org/10.1016/j.iref.2014.12.010
http://www.jstor.org/stable/2350752
https://hdl.handle.net/10520/EJC-fcd32eba2
http://dx.doi.org/10.24247/ijafmraug20181
http://dx.doi.org/10.1186/s40497-018-0112
https://www.researchgate.net/publication/253143963
https://doi.org/10.1080/09589236.2012.661569
https://doi.org/10.1016/j.jfineco.2011.07.001
http://dx.doi.org/10.32602/jafas.2021.002
http://dx.doi.org/10.1177/0033294121997778
https://www.journals.uchicago.edu/doi/epdf/10.1086/649760
http://creativecommons.org/licenses/by-nc/4.0/
https://psycnet.apa.org/buy/2001-16969-005
https://doi.org/10.1108/QRFM-09-2017-0085


 Integration of Behavioral Finance and Local Culture  

Pratiwidewi, M., Azis, Y., & Rachbini, W. in Investment Decisions  

Jurnal Ekonomi dan Bisnis Jagaditha Volume 13(1), 2026 
Page | 64 

International Conference on Economics Education, Economics, Business and Management, Accounting 
and Entrepreneursip (PICEEBA 2021)., 192. https://doi.org/10.2991/aebmr.k.211117.034  

Nouri, B. A., Motamedi, S., & Soltani, M. (2017). Empirical Analysis of The Financial Behavior of Investors 
with Brand Approach (Case Study: Tehran Stock Exchange). Scientific Annals of Economics and 
Business, 64(1), 97-121. http://dx.doi.org/10.1515/saeb-2017-0007  

Obeng, G. (2020, January). Behavioral Finance; a Concept or Catalyst Explaining Distortions in Investment 
Decision. EJBMR (European Journal of Business and Management Research, 5(1), 1-13. 
https://doi.org/10.24018/ejbmr.2020.5.1.59  

Olsen,R. (1998). Behavioral Finance and Its Implications for Stock-Price Volatility. Financial Analysts 
Journal, March/April 1998, 10-18. https://doi.org/10.2469/faj.v54.n2.2161   

Olsen, R. (2008). Trust as Risk and The Foundation of Investment Value. The Journal of Socio-Economics, 
37, 2189-2200. https://doi.org/10.1016/j.socec.2008.04.009   

Radianto, W. E., Lianoto, Y., Efrata, T. C., & Dewi, L. (2020). The role of financial literacy, gender, education, 
and ethnicity towards investment decisions. KnE Social Sciences, 199-211. 
https://kneopen.com/KnE-Social/article/view/6401  

Raut, R. K., Das, N., & Kumar, R. (2018). EXtending The Theory of Planned Behavior: Impact of Past 
Behavioral Biases on The Invesment Decision of Indian Investors. Asian Journal of Business and 
Accounting, 33(3), 437-447. http://dx.doi.org/10.22452/ajba.vol11no1.9   

Ricciardi, V., & Simon, H. K. (2000). What is Behavior in Finance? Business, Education, and Technology 
Journal, 1(9). https://www.scirp.org/reference/referencespapers?referenceid=2626197  

Rosid, A., Isabella, A. A., Hartoto, H., Siswantini, T., & Suharyati, S. (2024). Behavioral Finance In Decision 
Making: An Experimental Study Of Investor Bias And Indonesian Private Market Anomalies. Jurnal 
Ekonomi, 13(03), 579-589. 
https://www.ejournal.seaninstitute.or.id/index.php/Ekonomi/article/view/5009  

Shafi, D. (2014). Determinants Influencing Individual Investor Behavior in Stock Market: a Cross Country 
Research Survey. Arabian Journal of Business and Managemet Review (Nigerian Chapter), 2(1), 60-
71. https://www.arabianjbmr.com/pdfs/NG_VOL_2_1/7.pdf  

Shefrin, H. (2002). Beyond greed and fear: Understanding behavioral finance and the psychology of 
investing. Oxford University Press. 

Shehata, S. M., Abdeljawad, A. M., Mazouz, L. A., Aldossary, L. Y., Alsaeed, M. Y., & Sayed, M. N. (2021). The 
Moderating Role of Perceived Risks in the Relationship between Financial Knowledge and the 
Intention to Invest in The Saudi Arabian Stock Market. International Journal of Financial Studies, 
9(9), 1-16. http://dx.doi.org/10.3390/ijfs9010009   

Statman, M. (2014). Behavioral Finance: Finance with Normal People. Borsa Istanbul Review, 14 (2014, 65-
73. http://dx.doi.org/10.1016/j.bir.2014.03.001  

Sudiana, I. W., Wiagustini, N. L. P., Sedana, I. B. P., & Artini, L. G. S. (2022). Reflection on Values of Financial 
Governance of Village Credit Institutions in Bali. Calitatea, 23(186), 269-274. 
DOI:10.47750/QAS/23.186.35 

Sutra. (2020). Catur Purusa Artha Moderates the Influnce of Love of Money on Accounting Fraud. Journal 
of Advanced Research in Dynamical and Control System, 12(7), 24-31 

Tourani-Rad, A., & Kirkby, S. (2005). Investigation of Investors' Overcofidence, Familiarity and 
Socialization. Accounting & Finance, 45(2), 283-300. https://doi.org/10.1111/j.1467-
629x.2004.00131.x  

Trang, P., & Tho, N. (2017). Perceived Risk, Investment Performance, and Intentions in Emerging Stock 
Markets. International Journal of Economic and Financial Issues, 7(1), 269-278. 
http://orcid.org/0000-0002-5497-7525  

Vanheusden, F. J., Vadapalli, S. K., Rashid, M., Griffiths, M. D., & Kim, A. (2024). Religiosity, Financial Risk 
Taking, and Reward Processing: An Experimental Study. Journal of gambling studies, 1-22. 
https://link.springer.com/article/10.1007/s10899-024-10324-4  

Tversky, A., & Kahneman, D. (1974). Judgment Under Uncertainty: Heuristics and Biases. Science, 
185(4157), 1124-1131. https://doi.org/10.1126/science.185.4157.1124   

https://doi.org/10.2991/aebmr.k.211117.034
http://dx.doi.org/10.1515/saeb-2017-0007
https://doi.org/10.24018/ejbmr.2020.5.1.59
https://doi.org/10.2469/faj.v54.n2.2161
https://doi.org/10.1016/j.socec.2008.04.009
https://kneopen.com/KnE-Social/article/view/6401
http://dx.doi.org/10.22452/ajba.vol11no1.9
https://www.scirp.org/reference/referencespapers?referenceid=2626197
https://www.ejournal.seaninstitute.or.id/index.php/Ekonomi/article/view/5009
https://www.arabianjbmr.com/pdfs/NG_VOL_2_1/7.pdf
http://dx.doi.org/10.3390/ijfs9010009
http://dx.doi.org/10.1016/j.bir.2014.03.001
https://doi.org/10.1111/j.1467-629x.2004.00131.x
https://doi.org/10.1111/j.1467-629x.2004.00131.x
http://orcid.org/0000-0002-5497-7525
https://link.springer.com/article/10.1007/s10899-024-10324-4
https://doi.org/10.1126/science.185.4157.1124


 Integration of Behavioral Finance and Local Culture  

Pratiwidewi, M., Azis, Y., & Rachbini, W. in Investment Decisions  

Jurnal Ekonomi dan Bisnis Jagaditha Volume 13(1), 2026 
Page | 65 

Weber, E., & Hsee, C. (1999). Models and Mosaics: Investigating Cross-cultural Differences in Risk 
Perception and Risk Preference. Psychonomic Bulletin & Review, 6 (4), 611-617. 
https://doi.org/10.3758/bf03212969  

Weber, M., Weber, E., & Nosic, A. (2013). Who take Risks When and Why: Determinants of Changes in 
Investor Risk Taking. Review Finance, 17, 847-883. https://elke-u-
weber.com/media/2013_review_of_finance_weber.pdf  

Yates, J., & Oliveira, S. (2016). Culture and Decision Making. Organizational Behavior and Human Decision 
Processes, 136, 106-118. https://psycnet.apa.org/doi/10.1016/j.obhdp.2016.05.003  

Zakiyyah, A. M., Fadah, I., Paramu, H., & Awwaliyah, I. N. (2023). Effects of Risk-Religion Perception on 
Millennial's Risky Financial Asset Holding. Calitatea, 24(194), 345-353. 
DOI:10.47750/QAS/24.194.38 

 

https://doi.org/10.3758/bf03212969
https://elke-u-weber.com/media/2013_review_of_finance_weber.pdf
https://elke-u-weber.com/media/2013_review_of_finance_weber.pdf
https://psycnet.apa.org/doi/10.1016/j.obhdp.2016.05.003

