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Abstract. Islamic investment has arisen as an excellent choice for investors to invest in 

following their beliefs. Religiosity and financial knowledge as part of personal factors were 

claimed to stimulus investors in investment decision-making. Ultimately, Islamic investing 

contributes to the achievement of financial satisfaction. This rare topic is compelling to be 

discussed in relation to capital market behavior and financial satisfaction. The paper aimed 

to explore the role of religiosity and financial knowledge of Islamic investing and its impact 

on financial satisfaction. Data was collected from the questionnaire and analyzed 

quantitatively. The sample was 227 respondents and structural equation modeling was used 

to explore the relationship of each variable in this paper. The result showed that religiosity 

and financial knowledge played a role in Islamic investing. In terms of financial 

satisfaction, financial knowledge directly influenced financial satisfaction while religiosity 

did not. However, both religiosity and financial knowledge affected financial satisfaction 

through Islamic investing. The result implicitly stated that Islamic investing was a good 

mediator for religiosity and financial knowledge in achieving financial satisfaction. 
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1. Introduction 

Islamic capital market has developed rapidly and worldwide in the past 20 years. Islamic capital market 

has reached almost all regions of the world from Southeast Asia to Europe, thus it has made the Islamic capital 

market an international market for investment and fundraising activities. With that role, the Islamic capital 

market becomes an important part of the Islamic financial system that cannot be denied. The existence of 

Islamic capital markets encourages the mobilization of resources efficiently and optimizes the allocation of 

funds that complements the role of financial intermediaries as institutions in the investment process [1].The 

development of the Islamic capital market is still moving along with the opportunities provided in terms of 

investment and the movement of funds. According to Thompson Reuters, assets in the industry in 2017 reached 

USD 2.4 trillion and Sukuk contributed 17% and mutual funds contributed 4% [2]. It shows the existence of the 

Islamic capital market as the second-largest contribution to the global Islamic financial system. 

The important role of the Islamic capital market also has an impact on Indonesia as one of the countries 

with the largest Muslim population in the world. It can be seen from the recognition of the Islamic capital 

market in Indonesia globally. This can be proven from the award received in 2018 as the best emerging Islamic 

capital market of the year 2018 [3]. One of the sharia-capital market products in Indonesia that has a strong 

appeal is Sukuk. Sukuk is an important tool in the search for international funds and investment activities with 

significant cross-regional cash flows [4]. Indonesia has become one of the 3 largest countries in the 

development of state Sukuk after Malaysia and Saudi Arabia [2]. Meanwhile, Indonesia ranks 7th globally for 

corporate Sukuk [5]. The Sharia capital market in Indonesia already has more than 50% of Sharia shares listed 

on the Indonesian stock exchange [6]. In 2018, the Islamic capital market in Indonesia already has 3 stock 

indices, namely the Jakarta Islamic Index (JII), the Indonesian Sharia Stock Index (ISSI) and the Jakarta Islamic 

Index 70 (JII70) [3]. 

Investors, through their investment behavior, are one of the keys to developing the Islamic capital market. 

Dorsey (2004)confirmed that human behavior is an important element in the capital market. The importance of 

investor behavior is seen in its role in utilizing the Islamic capital market as a place to invest for certain financial 

purposes. Previous research confirms that investor behavior in the capital market is not always in harmony with 

rationality and even refers to psychology in understanding the behavior [8]–[10]. This emphasizes that investors 

as individuals have different characteristics and thoughts so that they are more influenced by the factors that 

shape themselves or are known as psychological factors. The existence of new theories about investor behavior 

is needed by including new theoretical components that have an emotional character, a comprehensive and 

open-minded market approach [11], [12]. The emergence of behavioral finance theory shows a view that pays 
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more attention to the uniqueness and characteristics of each individual who becomes an investor in both Islamic 

and conventional capital markets. Behavioral finance theory is the study of the influence of psychology on the 

behavior of financial practitioners and their effects on the market [13] and explains how psychology influences 

financial decision making on financial markets with an open-minded financial approach [11], [12], [14].  

Individuals have financial goals to be achieved in investing. These financial goals are achieved through 

actions that are reflected in investor behavior, most likely leading to the financial satisfaction of the individual 

investor. The behavior itself is not an outcome but it directs and contributes to the results [15]. Henceforth, 

investor behavior is a tool used by individual investors to achieve their financial goals and ultimately will 

provide financial satisfaction to these investors. Financial problems are known as the main determinant of 

satisfaction [16]. The importance of achieving financial satisfaction is evident from its role as one of the factors 

supporting the realization of individual happiness. Financial satisfaction for individuals is seen as a trigger in 

increasing individual satisfaction and life satisfaction [17]. Previous studies have revealed the importance of 

financial satisfaction for the lives of individuals. The study of financial satisfaction and the factors that 

contribute to it is important in increasing individual financial happiness [18]–[21]. 

One factor that can influence investor behavior and financial satisfaction is religiosity. Previous studies 

revealed that religiosity drives behavior (Guiso, Sapienza, & Zingales, 2013; Klein, Turk, & Weill, 2017; 

Kumar, Page, & Spalt, 2011; Mansour & Jlassi, 2014; Van Praag, Romanov, & Ferrer-i-carbonell, 2010)and 

religiosity also gives meaning to individual satisfaction [23], [25], [28], [29]. Religion is a guide for individuals 

in running life. Each individual will have different levels of religiosity as a reflection of individuals in obeying 

their respective religious orders. Thus, individuals will respond differently to religious beliefs and behave in 

accordance with the beliefs they hold. Research by Seyyed, Abraham, & Al-hajji (2005), Bialkowski, Bohl, 

Kaufmann, & Wisniewski (2013)and Klein et al. (2017)show there is a tendency that religiosity influences 

individual behavior in investing especially in religious periods (Ramadhan). 

Another factor that can affect both investor behavior and financial satisfaction is financial knowledge. 

Financial knowledge is formed from within individuals and the environment that surrounds it. Previous studies 

have shown that financial knowledge has a role in behavior (Jacobs-lawson & Hershey, 2005; Robb, 2011; 

Robb & Woodyard, 2011)and financial satisfaction(Parrotta & Johnson, 1998; Robb & Sharpe, 2009; Robb & 

Woodyard, 2011). Every individual has financial knowledge, but each individual has a different level of 

financial knowledge and will influence decision making in behavior in capital market investments. There are 

various types of financial knowledge from capital market investors and different financial knowledge will 

encourage investors to behave differently in utilizing online or offline investment facilities [39].  

Based on the explanation above, this study will examine the financial satisfaction of investing in Islamic 

capital markets by considering the role of religiosity and financial knowledge. The study focuses on the role of 

religiosity and financial knowledge on the financial satisfaction of Islamic capital market investors and the role 

of religiosity and financial knowledge on investor behavior of the Islamic capital market. Furthermore, this 

study will also explain whether religiosity and financial knowledge can be a driving factor in achieving financial 

satisfaction through the investor behavior of the Islamic capital market. 

 

2. Method 

This research was explanatory research. It could be seen from the research problems that have been raised 

previously. This quantitative approach research had 4 research variables. From these 4 variables, 2 variables 

were independent variables namely religiosity and financial knowledge. The other two variables, investor 

behavior, and financial satisfaction were the dependent variables. Investor behavior in this study was a 

mediating variable linking religiosity and financial knowledge to financial satisfaction. 

This study was conducted by taking a location in South Sulawesi. Survey data collection was conducted in 

early January 2018 until October 2018 on securities companies and the Indonesia Stock Exchange, the Stock 

Exchange Corner located at local universities. The population was individual investors in the Islamic capital 

market in South Sulawesi until October 2018. The sample was chosen by incidental sampling. The samples 

collected in this study were 227 respondents. Data collection was carried out using the questionnaire, 

observation and interview methods of the respondents. In this study, the data analysis technique was structural 

equation modeling (SEM) with Smart PLS.  

 

 

 

 

 

 

 

 

 



3. Result and Discussion 

 

Figure 1. Structural Model 

 
Source: Data Processed, 2019 

 

Hypothesis testing 

Based on the results, it can be seen from the five indirect relationships that only one relationship proved to 

be insignificant. The insignificant direct relationship is the effect of religiosity on financial satisfaction. 

Meanwhile, the other four direct relationships proved to be significant at the 99% confidence level. Meanwhile, 

the two hypotheses of indirect relationships are proven to be significant with a 99% confidence level.  

 

The Influence of Religiosity on Financial Satisfaction 

The results showed that the effect of religiosity on financial satisfaction was not significant. The financial 

satisfaction of Islamic capital market investors is not influenced by the religiosity of the investors. This result is 

contrary to research by [22], Krause (2003)and Van Praag et al. (2010) which states that a person's level of 

religiosity has an impact on a person’s financial satisfaction. The absence of the role of religiosity in financial 

satisfaction directly shows that individual investor perceives financial satisfaction subjectively and only focuses 

on achieving financial goals that lead the investor to satisfaction and happiness in their lives. Financial 

satisfaction has a close relationship in realizing satisfaction and happiness in the lives of individuals (Diener & 

Diener, 2002; Falahati et al., 2012; Van Praag, 2004).  

Religiosity is not a prediction in the financial satisfaction of Islamic capital market investors because 

religiosity has allegedly blended into the individual. The integration of religiosity into individuals can be 

considered as part of the assets owned and formed within the individual investors’ life. In individuals as 

investors, when individuals are moved to achieve financial satisfaction, individuals will use all that is in 

themselves called capital or assets so that it is not implied as a separate part. This is consistent with the 

subjective well-being theory (SWB) that one of the capital that can be owned by individuals is human capital 

that can be formed from the attitudes and experiences of individuals [43]. The human capital that is formed in 

individuals is driven by what they experience and becomes continuous learning. Correspondently, life cycle 

planning theory stated that individuals will modify what they produce and convert it into something that is most 

desired by the individual [44]. 

 

The Impact of Religiosity on Investor Behavior 

Based on the results of hypothesis testing, religiosity affects the behavior of Islamic capital market 

investors positively and significantly. A validated positive relationship between religiosity and sharia-capital 

market investor behavior indicates that sharia-capital market investors in investing are still guided by what is 

believed in their religion. The results of this study are in line with previous research showing that religiosity has 

a role in encouraging investor behavior (Guiso et al., 2013; Klein et al., 2017; Kumar et al., 2011; Mansour & 

Jlassi, 2014; Van Praag et al., 2010).  

Religiosity acts as a good prediction in the behavior of Islamic capital market investors giving a signal that 

Islamic capital market investors still consider the value of their religious beliefs and will act in accordance with 

the religious principles they believe. Investors will make investment decisions in accordance with the values, 

principles, and morals adopted and one of the factors that provide values, principles, and morals to investors is a 

religion [45]. This shows that investors as individuals have a bias in behavior. Research shows that investors as 

investors' behavior as individuals have different types with different types of bias [46]. The behavioral bias 

shown by investors as individuals shows the existence of irrationality that prioritizes psychological factors in 



making a decision. This is in line with behavioral finance which says that the behavior of economic and 

financial actors in terms of psychology by referring to cognitive and behavior can explain the reasons for 

irrational decision making in the capital market(Ezama et al., 2014; Lovric, Kaymak, & Spronk, 2008; Shafi, 

2014). 

 

The influence of Financial Knowledge on Financial Satisfaction 

According to the results of hypothesis testing, financial knowledge affects financial satisfaction positively 

and significantly. This shows that financial knowledge is a good prediction for financial satisfaction. The 

financial satisfaction of Islamic capital market investors can be achieved with the existence of financial 

knowledge. The results of this study are supported by previous research which shows that financial satisfaction 

is influenced by financial knowledge (Joo & Grable, 2004; Loibl & Hira, 2005; Robb & Sharpe, 2009; Robb & 

Woodyard, 2011).   

The existence of financial knowledge can make changes in the mindset and perceptions of an individual in 

the financial. In SWB, individuals can achieve financial satisfaction by using the bottom-up factors approach. 

The bottom-up factors theory mentioned that financial satisfaction can be influenced by factors that come from 

the internal and external of individuals [50].  Financial knowledge as a factor is obtained by individuals 

internally and externally. Changes in individual perceptions of things in the future would alter perceptions of 

financial satisfaction. Individual perceptions of the future affect the way of viewing and individual perceptions 

of financial satisfaction (Mammen, Helmick, & Metzen, 1983). In this context, individuals utilize the financial 

knowledge they already know and apply it to achieve their wants in terms of finance and financial conditions. 

Hira & Mugenda (1998)confirms that the best predictions of financial satisfaction are more directed to the desire 

for financial improvement and changes in financial conditions that individuals want to experience. 

 

The Influence of Financial Knowledge on Investor Behavior 

Financial knowledge is an incentive for investors to invest in the Islamic capital market. The presence of 

financial knowledge in individuals as investors motivates and ultimately manages to make investors invest in 

the Islamic capital market. This evidence is also supported by previous studies showing similar results that 

financial satisfaction is influenced by financial knowledge (Jacobs-lawson & Hershey, 2005; Robb & Sharpe, 

2009; Robb & Woodyard, 2011).  

Financial knowledge is knowledge about finance that is obtained by individuals from their environment 

and blends in expertise and knowledge in individuals to change individual perceptions about finance. An 

individual’s financial expertise and competence results from his understanding and mastery of that individual's 

financial knowledge [53]. Thus, investor behavior comes from the driving factors of financial knowledge that 

can come from within individuals as a learning process and knowledge gained from the environment around 

individuals. Based on Bandura (1971,1985), an individual's behavior is influenced by what is inherent in him or 

herself and the circumstances or situations that surround him or the environment. Financial knowledge has a 

close relationship with knowledge about financial practices and one of them is about investment [56]. Thus, 

financial knowledge opens investors 'insights and thoughts in investing which psychologically influences 

investors' decisions in investing.  

 

The Impact of Investor Behavior on Financial Satisfaction 

From the results of the study, investor behavior positively and significantly affects the financial 

satisfaction of Islamic capital market investors. When Islamic capital market investors make investments, the 

financial satisfaction of Islamic capital market investors can be achieved. The relationship between investor 

behavior and financial satisfaction is also supported by previous literature (Falahati et al., 2012; Parmitasari, 

2018; Xiao et al., 2013).  

Investor behavior is indeed not as the final result but only as an important factor in the final achievement 

process, namely financial satisfaction. Individuals have a role in determining the achievement of financial 

satisfaction through the financial behavior they do [35].  The final result is the achievement of financial goals 

which are demonstrated through the fulfillment of financial satisfaction and overall life satisfaction. Investors in 

investing also hope to get expressive and emotional benefits from their investments (Statman, 2004). Investor 

behavior is carried out to accommodate the financial plan and will produce a sense of satisfaction with the 

achievement of these financial goals. SWB theory says that satisfaction can be subjectively expressed in the 

form of financial satisfaction [20], [57]. Therefore, financial satisfaction that comes from the individual 

subjectivity can only be achieved by the role of the individual [45].  

 

 

 

 



Mediating Effect of Investor Behavior towards Relationship between Religiosity and Financial 

Satisfaction  

Investor behavior is a good mediation between the relationship between religiosity and financial 

satisfaction. This result is different from previous results, which show if the direct relationship between 

religiosity and financial satisfaction is not significant. The role of investor behavior as a mediation between the 

relationship of religiosity and financial satisfaction is still rare in the financial literature. Research by Dale 

(2015)found the mediating’s role of individual behavior towards religiosity and financial satisfaction. 

Individual religious beliefs will influence the way of individual thinking and individual decision making. 

This applies equally especially in the financial sector. In decision making, the religion and the level of 

individual religiosity will provide guidance in the form of values and principles held by individuals. Pargament 

(2002) said that religiosity can bring many benefits to individuals who believe in a religion which can be seen as 

motivation that gives value to actions that bring individuals to satisfaction in their lives. Individuals will invest 

according to their values and get life satisfaction without having to set aside these values [45]. 

The role of religiosity in investor behavior and financial satisfaction could be seen from the commitment to 

the fulfillment of sharia principles in the Islamic capital market. In the Islamic capital market, the investment 

must go through a screening and purification process. Individual investors in this research commit in the Islamic 

capital market and expect to obtain financial satisfaction without having to put aside their religiosity. This is 

known as faith-consistent investing. Girard & Hassan (2008)mentioned that investors will integrate their 

religious principles with strategies in investing by considering risks, returns, and investment performance.  

 

The Influence of Financial Knowledge on Financial Satisfaction through Investor Behavior 

In achieving financial satisfaction, Islamic capital market investors have good predictions, namely 

financial knowledge and investor behavior. The results also showed that investor behavior is a good mediation 

between financial knowledge and financial satisfaction of Islamic capital market investors. This finding is in 

line with the results of research conducted by Arifin (2018).  

When individuals have adequate financial knowledge, individuals will be motivated to behave in achieving 

financial success. When the desire is achieved then the individual has financial satisfaction. Joo (2008) said that 

financial knowledge is one element in encouraging individuals to achieve financial wellness that is in line with 

financial satisfaction and financial behavior. The motivation for achieving financial goals will be even greater 

along with the increase in financial knowledge of Islamic capital market investors and ultimately will help 

investors in obtaining financial satisfaction. Research by Joo & Grable (2004)and Loibl & Hira (2005) indicated 

that financial behavior with higher financial knowledge will be associated with an increase in financial 

satisfaction. 

When individuals have financial knowledge, individuals will make adjustments and encourage individuals 

to act according to what they know. Curiosity arising from the existence of financial knowledge about the 

Islamic capital market drives individuals to achieve their financial goals and ends with their financial 

satisfaction. Individuals will try to get the desired financial satisfaction by relying on their financial knowledge 

and trying to get financial satisfaction by manifesting in the form of investing. Ali, Zani, & Kasim (2014)stated 

that the higher level of financial knowledge has a positive influence on financial behavior that increases 

financial capability and contributes to financial satisfaction. Similar to adaptation level theory, individual 

satisfaction will depend on change and how individuals respond, manage it and adapt to changes according to 

themselves [20]. 

 

4. Conclusion 

This research found that there was a relationship between religiosity and financial knowledge towards 

investor behavior of the Islamic capital market in pursuing financial satisfaction. Religiosity and financial 

knowledge played a role in Islamic investing. Financial knowledge directly affected financial satisfaction while 

religiosity did not. Furthermore, religiosity and financial knowledge influenced financial satisfaction through 

Islamic investing. The result also indicated that Islamic Investing was a good mediator for religiosity and 

financial knowledge in achieving financial satisfaction.  
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