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Abstract: Stock investments have shown an increasing trend in recent years, primarily driven by
Generation Z, who grow up in the digital era with easy access to investment information through social
media. This study aims to examine the influence of fear of missing out and loss aversion on stock
investment decisions, as well as the moderating role of financial literacy among Generation Z in
Makassar City. The research employs a quantitative associative approach, involving 150 respondents
selected through purposive sampling. Data were analyzed using Structural Equation Modeling (SEM)
with the SmartPLS 3.0 software. The results of the study show that FOMO and loss aversion have a
positive and significant influence on stock investment decisions. But the role of FOMO and loss aversion
on stock investment decision cannot be moderated by financial literacy. This finding highlights that
psychological biases such as FOMO and loss aversion greatly influence Generation Z's stock investment
decisions regardless of their financial literacy levels, emphasizing the importance of enhancing financial
education by considering psychological factors.
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INTRODUCTION

Indonesia's economy has been increasing in recent years. Based on data from BPS (2024),
the Indonesian economy has increased to 5.11 percent in Q1 2024 when compared to Q1 2023 at
5.04 percent (BPS, 2024.). This growth was partly supported by investment, which reached IDR
401.5 trillion in the first quarter of 2024 (BKPM, 2015). This shows that people's interest in
investing continues to increase, driven by the rapid advancement of information technology that
makes it easier for people to invest (Saputra et al., 2021). There has been an growth in Indonesia's
capital market investor population as a result of increased understanding the significance of
investing (Hariono et al., 2023). This increase is evidenced by data from KSEI as of December

2023, as shown in the figure below:
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Figure 1. Number of Capital Market Investors in Indonesia

Refer to the data in figure 1, it reveals an increase in investors from 2020-2023. Capital
market investors amounted to 12.1 million in 2023—up 12.11% compared to the previous year. In
addition, the stock investment chart also shows an increasing trend every year. In South Sulawesi,
especially in Makassar City, the number of stock investors increased by 26.1% in 2023, dominated
by investors under 40 years old, including generation Z (Salam, 2012.). Makassar City is the city
that has the largest contribution to the growth of the number of stock investors in South Sulawesi
because this city is the center of economic growth and the largest city in eastern Indonesia, as well

as with rapid development digital and communication technologies.

However, behind the increasing number of young investors lies a critical issue related to the
quality of their investment decisions. Generation Z, who were born between 1997 and 2012 is
known for being close to information technology, making it easy for them to access investment
information.However, they often invest in stocks based on less valid information due to a fear of
missing out on trends, even without adequate understanding.The hype and trend on social media
strongly shape the investment behavior of Generation Z investors, without considering risks so
they often make irrational investment decisions.According to data from OJK, around 40 percent
of victims of fraudulent investments come from millennials and generation Z. The main cause of
generation Z being targeted for fraudulent investment is due to the factor of following or not
wanting to miss the trend (FOMO). Generation Z is also influenced by the words of influencers or
public figures who do not have certification or scientific fields regarding investment.OJK revealed

that a person is trapped in fraudulent investments due to low financial literacy of the community.

Traditional financial theory assumes that information is used by investors in investing and

making rational decisions, without considering psychological factors. However, behavioral finance
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theory hlghhghts the role of psychological biases that often lead to irrational investment

behavior.In addition, prospect theory also states that individuals tend to act irrationally and are

more focused on avoiding losses than seeking gains.

FOMO and loss aversion are included in behaviors influenced by psychological factors.
FOMO is a situation where individuals tend to follow the actions of others for fear of falling behind
or losing.In the context of investing, research related to FOMO is still relatively little.Meanwhile,
loss aversion is a condition when investors emphasize preventing losses than on pursuing gains,
so they become more cautious and risk-averse because they are reluctant to suffer losses. FOMO
and loss aversion often lead to irrational investment decision-making, as both drive investors to

act based on emotions rather than logical and objective analysis.

Although several studies have found that FOMO and loss aversion positively and
significantly affect investment decisions (Gupta & Shrivastava, 2022), the findings are
inconsistent. For example, Laungratanamas & Nuangjamnong (2023) found no significant
relationship between FOMO and investment decisions (Laungratanamas & Nuangjamnong, 2023),
while Armansyah (2021) reported that loss aversion has no bearing on investment decision
(Armansyah, 2021). The inconsistency of the findings indicates a research gap in the literature
discussing the influence of psychological factors, particularly FOMO and loss aversion on
investment decision-making. On the other hand, financial literacy is believed to play a role as a
moderating variable in investment behavior, helping individuals make wiser and more rational
decisions.However, there is still little research examining how financial literacy moderates the
influence of FOMO and loss aversion in stock investment decision-making, indicating a gap in

research that needs to be further explored.

Choosing which stocks to invest in is crucial for investors, but the decisions taken are often
irrational because they are influenced by psychological biases, including FOMO and loss aversion.
Then, the number of stock investors continues to increase in Indonesia, including in the city of
Makassar, which is dominated by generation Z. In addition, there is a research gap in the form of
inconsistent findings, which then attracted researchers' interest to further investigate this topic.

This study is expected to be a guideline for interested parties, especially Generation Z investors
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and future researchers. Based on the background explanation, the main contributions of this

research are:

1.  To determine that fear of missing out has a positive and significant influence on stock
investment decisions among Generation Z in Makassar City.

2.  To determine that loss aversion has a positive and significant influence on stock investment
decisions among Generation Z in Makassar City.

3. To determine that financial literacy can moderate the influence of fear of missing out on
stock investment decisions among Generation Z in Makassar City.

4.  To determine that financial literacy can moderate the influence of loss aversion on stock

investment decisions among Generation Z in Makassar City.

METHOD

The type of research applied in this study is quantitative, which makes use of numerical data
and statistical computations. The method used is an associative approach that seeks to ascertain
how FOMO and loss aversion affect on stock investment decisions, as well as the function of
financial literacy moderation. 150 respondents made up the study's sample, which was chosen by
non-probability sampling approaches that did not give every representative of the populace an
equal opportunity to be selected.Purposive sampling, a method for selecting samples based on
particular traits or criteria, is the sample removal methodology that was employed. The sample
requirements chosen were generation Z who were born from 1997-2012, lived in Makassar, and
had invested in stocks at least twice. In data collection, this study adopts a closed-model
questionnaire distributed via Google Forms, using a likert scale ranging from 1 - 5. Data is
analyzed using Structural Equation Modeling (SEM) based on Partial Least Squares (PLS),
assisted by SmartPLS 3.0 program.

RESULTS AND DI SCUSSION
Respondent Characteristics
This study has 150 respondents who come from generation Z investors in Makassar City

who invest in stocks. Seven characteristics of respondents have been included in this study,
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lncludlng gender, age, domicile, religion, education level, monthly income, and number of

transactions in the stock market. Of the 150 respondents, the majority were female (71.3 percent),
aged between 17-21 years old (71.3 percent), domiciled in Makassar sub-district (47.3 percent),
Muslim (98.7 percent), had a S1 education level (73.3 percent), had an income <Rp1,000,000 (78.7
percent), and made transactions in the stock market 2 times (79.3 percent).

Outer Model Test

Convergent Validity

Convergent validity serves to measure how much of a relationship there is between a construct and
a latent variable by using outer loading and Average Variance Extracted (AVE). According to Hair
et al (2019), convergent validity is considered adequate when an indicator's outer loading is >0.7
and the Average Variance Extracted (AVE) is > 0.50 (Hair et al., 2019).

Indicator Fear of Loss Stock Financial
Missing A . Investment . FM*FL LA*FL
version . Literacy
Out Decision

FM1 0.809

FM2 0.867

FM3 0.845

FM4 0.791

LAl 0.758

LA2 0.769

LA3 0.766

LA4 0.765

LAS 0.739

SID1 0.875

SID2 0.858

SID3 0.858

FL1 0.837

FL2 0.843

FL3 0.783

FL4 0.803
FM*FL 2.481
LA*FL 2.508

Table 1. Outer Loading
Source: Primary data processed, 2025

Referring to Table 1 shows that every value of the loading factor has a value of >0.7. This

indicates that all constructs for all variables are said to be valid and meet the validity criteria. Next,
convergent validity is also evaluated through AVE testing. The minimum acceptable AVE 0.5 is
the value (Hair et al., 2019). The study's AVE values are:

Variable Average Variance Extracted (AVE)
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Fear of Missing Out 0.687
Loss Aversion 0.577

Stock Investment Decision 0.746
Financial Literacy 0.667
FM*FL 1.000

LA*FL 1.000

Table 2. Average Variance Extracted (AVE)

Source: Primary data processed, 2025

As shown in Table 2, every variables exhibit AVE values is >0.5, indicating that the
construction can explain more than 50 percent of the variance of the items that make it up.
Therefore, its AVE value has fulfilled convergent validity requirements. Using the outer loading
assessment and the AVE test, this study demonstrates strong convergent validity and is eligible to
proceed to the discriminant validity test stage.

Discriminant Validity

To measure discriminant validity, cross loading and fornell lacker criteria were used. For
cross loading, if this indicates that the construct can predict the indicators in the block more
accurately than it does in other blocks if the correlation between the indicator and the construct is

higher than it is in other blocks.The following are the cross loading test result:

Fear of Loss Stock Investment Financial

Indicator Missing Out Aversion Decision Literacy FMPFL - LA*FL
FM1 0.809 0.518 0.654 0.587 -0.347  -0.336
FM2 0.867 0.610 0.675 0.636 -0.420  -0.419
FM3 0.845 0.540 0.670 0.600 -0.405  -0.454
FM4 0.791 0.579 0.671 0.606 -0.435  -0.475
LAl 0.571 0.758 0.577 0.579 -0.406  -0.413
LA2 0.529 0.769 0.556 0.501 -0.423  -0.428
LA3 0.579 0.766 0.566 0.498 -0.380  -0.333
LA4 0.416 0.765 0.492 0.524 -0.407  -0.370
LA5 0.466 0.739 0.529 0.473 -0.337  -0.282
SID1 0.717 0.621 0.875 0.700 -0.401  -0.412
SID2 0.703 0.611 0.858 0.686 -0.474  -0.475
SID3 0.667 0.629 0.858 0.701 -0.418  -0.430
FL1 0.619 0.612 0.658 0.837 -0.601  -0.602
FL2 0.630 0.578 0.703 0.843 -0.478  -0.482
FL3 0.615 0.487 0.630 0.783 -0.396  -0.389
FL4 0.531 0.537 0.638 0.803 -0.523  -0.526
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FM*FL -0.486 -0.514 -0.499 -0.612 ‘ 1.000 0.967

LA*FL -0.509 -0.482 -0.508 -0.612 0.967 1.000 ‘

Table 3. Cross Loading
Source: Primary data processed, 2025

Source: Primary data processed, 2025
Referring to Table 3, show that the correlation coefficients between every indicator and the

construct that goes with it are higher than the indicators and the construct blocks in other columns.
When observed, the FOMO variable with the FM1 indicator has a correlation coefficient of 0.809
which is larger when compared to other variables that are on the same line, as well as other
variables. Consequently, it can be said that discriminant validity does not indicate any issues.

In addition, discriminant validity can also be measured using the fornell larcker criterion,
which making sure that the square of the correlation within a construct, represented by the square
root of its AVE, is higher than its correlations with other constructs.The results of the Fornell-

Larcker criterion test are:

Fear of Loss Stock Investment Financial

Variable Missing Out Aversion Decision Literacy FMPFL  LA*FL
Fear of Missing Out 0.829
Loss Aversion 0.679 0.760
Stock Investment 0.806 0.718 0.864
Financial Literacy 0.733 0.679 0.805 0.817
FM*FL -0.486 -0.514 -0.499 -0.612 1.000
LA*FL -0.509 -0.482 -0.508 -0.612 0.967 1.000 ‘

Table 4. Fornell Larcker Criterion
Source: Primary data processed, 2025

Referring to it is evident from Table 4 that each variable has a higher value when describing
its own variables than when describing other variables in the same row and column. When
observed, the FOMO variable has a greater value of 0.829 when compared to other variables found
in the same column and row, as well as in other variables. This shows that the conditions of
discriminant validity is satisfied.

Composite Reliability
To test composite reliability, Cronbach's alpha and composite reliability tests were used. The

reliability value is considered “accepted” if the value ranges from 0.60 to 0.70 and is considered
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“satisfactory to good” if the value ranges from 0.70 to 0.90. In addition, Cronbach'’s alpha value

should be lower than composite reliability (Hair et al., 2019). The test results are displayed below:

Variable Cronbach's Alpha Composite Reliability
Fear of Missing Out 0.847 0.898
Loss Aversion 0.817 0.872
Stock Investment Decision 0.830 0.898
Financial Literacy 0.834 0.889
FM*FL 1.000 1.000
LA*FL 1.000 1.000

Table 5. Cronbach Alpha and Composite Reliability
Source: Primary data processed, 2025

Referring to Table 5 shows that all constructs are reliable because this study's Cronbach's
alpha and composite reliability scores range from 0.70 to 0.90 (satisfactory to good). In addition,
Cronbach's alpha value is lower than the composite reliability value. Consequently, it may be said
that all indicators are consistent in measuring their constructs.

Inner Model Test

Coefficient of determination (R-Square) was employed to quantify the coefficient of
structural paths in the evaluation of the inner model. The value of R-squared is categorized into
three, namely if the value is 0.75 (the impact is strong), 0.50 (the impact is moderate) and 0.25
(the impact is weak) (Hair et al., 2019). The following table displays the R-Square estimate:

Variable R Square R Square Adjusted

Stock Investment Decision 0.767 0.759

Table 6. R-Square
Source: Primary data processed, 2025

Table 6 indicates that stock investment decisions have an R-Square value of 0.767, where
76.7% of variables are influenced by fear of missing out, loss aversion and financial literacy.
Meanwhile, 23.3% were impacted by additional factors not included in this research. Furthermore,
the R-Square value category, where an R-Square value of >0.75 indicates a substantial influence,
according to Hair et al (2019), the R-Square value of 0.767 on the stock investment decision (Y)

variable shows that the research model has a strong influence.
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Figure 2. Structure Model

Hipotesis Test

The basis for evaluating the study's hypothesis is founded on the values obtained from the
output path coefficients. The hypothesis is accepted if the t-statistic value > 1.96 and the P-value
< 0.05.The results of the hypothesis test are as follows:

Original Standard T Statistics Significance
Hypothesis Deviation (|O/STDEV| P Values o
Sample (O) (STDEV) ) Levels (P<5%)
Fear of Missing Out ->
Stock Investment Decision 0.387 0.097 3.994 0.000 S
Loss Aversion -> Stock 0.200 0.085 2.354 0.019 S
Investment Decision
*F -
FM*FL -> Stock 0.049 0.083 0.59  0.551 NS
Investment Decision
*F -
LA®FL -> Stock -0.032 0.080 0404  0.686 NS

Investment Decision

Table 7. Hypothesis Test Results
Source: Primary data processed, 2025

Table 7 displaying the results of the hypothesis testing shows that the first hypothesis (H1),
which asserts that fear of missing out has a positive and significant influence on stock investment
decisions among Generation Z in Makassar City, is accepted, as evidenced by a path coefficient
of 0.387 (positive), a t-statistic of 3.994 (>1.96), and a p-value of 0.000 (<0.05). Similarly, the
second hypothesis (H2), which proposes that loss aversion positively and significantly influences
Generation Z's stock investment decision in Makassar City, is also supported. The statistical

support includes a path coefficient of 0.200 (positive), a t-statistic of 2.345 (>1.96), and a p-value
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of 0.019 (<0.05). In contrast, the third hypothesis (H3), which suggests that financial literacy

moderates the relationship between fear of missing out and stock investment decisions among
Generation Z in Makassar City, is not supported. The hypothesis is rejected based on a t-statistic
is 0.596 (<1.96) and a p-value is 0.551 (>0.05). The same outcome is observed for the fourth
hypothesis (H4), which states that financial literacy moderates the effect of loss aversion on stock
investment decisions among Generation Z in Makassar City. This hypothesis is also not supported,
as indicated by a t-statistic is 0.404 (<1.96) and a p-value is 0.686 (>0.05).

The Effect of Fear of Missing Out on Stock Investment Decisions

The study's findings demonstrate that FOMO has a positive and significantly effect on stock
investment decision among Generation Z in Makassar City. This suggests that they often
experience FOMO when make decisions investments in stocks. As the FOMO behavior increases
among Generation Z in Makassar, the decision to invest in stocks also rises, due to this generation's
fear of being left behind in stock investment trends.

One of the reasons FOMO affects the investment decisions of Generation Z in stock is due
to social pressure and influence from others. When they see the success of friends, family, or social
media posts related to stock investments, they are encouraged to participate to avoid feeling left
behind. Inaddition, generation Z will also feel worried if they cannot invest in stocks. This concern
arises from this generation's ease of accessing information related to stocks, both through social
media and their surroundings, which influences their considerations in investing. In behavioral
finance theory, it is explained that psychological aspect contributes significantly in investing,
where FOMO is a psychological.

FOMO has a significantly affect on investment decisions, according to study by Gupta &
Shrivastava (2022). In this instance, the existence of FOMO pushes investors to decide on
investments right away (Gupta & Shrivastava, 2022). The findings of this research are also
supported by Phung & Nur (2024) who obtained the results that investment decision behavior is
driven by FOMO, where the more FOMO behavior there is, the more investment decisions are
made (Phung & Nur, 2024). Furthermore, it was shown by Mazruk et al (2023) and Nizar &
Daljono (2024), that FOMO has a significantly and positively role in investment decisions
(Mazruk et al., 2023; Nizar & Daljono, 2024).
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.

CONCLUSION

The evidence obtained through this research suggests that FOMO positively and
significantly influences stock investment decisions. This indicates that Generation Z tends to be
driven to invest in stocks due to the worry of losing out on potential investments. Furthermore,
Generation Z's inclination to avoid losses rather than pursue gains is reflected in loss aversion,
which has a positive and significant influence on stock investment decisions. However, financial
literacy was unable to moderate the effect of FOMO and loss aversion on investment decisions,
suggesting that while Generation Z is financially literate, psychological aspect like FOMO and
loss aversion play a larger role in their stock investment decision.

The implications of this study emphasize the need to enhance financial education by
integrating psychological aspects such as FOMO and loss aversion, especially for Generation Z.
From an academic perspective, this study contributes to the growing literature on behavioral
finance by highlighting the limitations of financial literacy in moderating emotional biases.
Practically, the findings can be used by financial educators, policymakers, and investment
platforms to design more targeted financial literacy programs that also address psychological
tendencies, helping young investors make more rational and informed decisions. Regarding the
limitations of this study, it includes a limited sample size only for Generation Z in Makassar City,
so the results may not be generalized to the wider population. In addition, this study only
considered two psychological factors without exploring other factors that were more relevant.
Therefore, the suggestion for future research is to expand the scope of the sample to other areas

and involve variables about other psychological factors relevant to generation Z.
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