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Abstract — The primary objective of this research is to study the possible relationships that may exist
between disposition effect, overconfidence, herding behavior, and anchoring with investment decision-
making among Generation Z in Selangor, Malaysia. The study was conducted based on the hypotheses,
the research questions, and the research objectives. A total of 141 participants, aged 18 to 28 years,
were involved in the study. The results of the research revealed that the disposition effect and anchoring
had significant relationships with investment decision-making among Generation Z in Selangor,
Malaysia, whereas herding behaviour and overconfidence had no significant impact. The study provides
valuable insights into the investment behaviour of Generation Z, thereby enhancing our understanding
of investment decisions-making and the decision-making processes of this generation. The implication

of the study was also provided.
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1. Introduction
1.1 Investment Decision-Making

Investment decision-making is a rational process that involves weighing several investment options
and selecting the one that maximizes profits while minimizing risks. According to Musfidah et al.
(2022), investment decision-making is a deliberate and rational process in which an individual or
investor considers multiple investment options, compares their prospective earnings, and selects the one
that provides the highest return with the least amount of risk. According to Gunawan (2024),
understanding investment decision-making helps to comprehend the complex methods underlying
investment decisions, which are imperative for investors, financial institutions, and policymakers alike.
Investors require an array of information to have a better image of the organization's decision-making
process, which involves a wide range of factors, including economic, political, and social factors
(Bhimani & Langfield-Smith, 2007; Sachdeva & Lehal, 2024). Investors may be subject to behavioural
biases, such as emotional and cognitive biases, which impact the rationality of investment decisions.
Bihari et al. (2022) argued that financial decisions are not always logical or rational. Instead, they can
be impacted by behavioural biases such as fear or greed, as well as cognitive biases like overconfidence
or anchoring. These biases cause investors to make decisions that are not based on facts or objective

research, hence, compromising the quality of their investing selections.

Investment decision-making is a complex process and is a major driver of financial markets.
Individual and institutional investors have a significant influence on setting financial market trends
(Shah & Butt, 2024). In the past, investment decision-making was done based on traditional financial
analysis. This methodology focused on analysing financial statements, such as balance sheets and
income statements, to evaluate a company’s financial health (Olayinka, 2022). Furthermore, classical
economic theory assumes that individuals behave rationally, seeking to maximise their wealth by
adhering to fundamental financial principles and considering all available information when making
investment decisions (Che Hassan et al., 2023). Investors would consider current economic statistics to
determine the overall economic condition. Industry trends were thoroughly examined to find promising
sectors and prospective investment opportunities. Today's investment decisions are influenced by a far
broader range of factors than in the past. Investments have become more accessible to a wider audience,
thanks to technological advancements, such as internet platforms and smartphone applications (Solanki
et al., 2019). Additionally, data analytics and artificial intelligence are being used to analyse large
datasets and uncover possible investment opportunities. The growing availability of information
through the internet and social media creates both benefits and challenges for investors, who must
distinguish between credible sources and falsehoods. Environmental, social, and governance (ESG)

aspects have also gained traction, with investors prioritising the ethical and long-term impact of their
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investments. Furthermore, the interconnection of the global economy necessitates an examination of
international economic and political developments. Finally, behavioural finance has largely contributed
to our understanding of how psychological biases influence investing decisions (Wellfren & Lajuni,
2022). In Malaysia,

1.2 Generation Z

Today, investment decisions are critical among Generation Z. Slepian et al. (2024) stated that
Generation Z is individuals born between 1997 and 2012. This generation lives in a digital-dominant
world, where nearly 95% of them own or have access to digital devices, such as smartphones, computers,
tablets, smart TVs, and gaming consoles. Research by Rosdiana (2020) suggests that a strong sense of
self-assurance drives the financial decisions of Generation Z. This confidence can lead to efficient and
careful investment decisions if they have sufficient investment knowledge and abilities (PaSiuSiené et
al., 2024). Behavioural biases have a significant impact on the financial decisions of Generation Z.
According to research conducted in Greater Bandung, Indonesia, variables such as the fear of missing
out, affected by social media exposure, can lead to poor investment decisions, typically resulting in
losses rather than profits (Fadhiil & Fariska, 2024). Additionally, according to Polkuamdee (2025),
Generation Z is often drawn to high-risk financial options due to social media trends. According to
Ramendran and Ho (2024), Generation Z has a more financially aware mind-set as they have access to
investment knowledge through platforms such as TikTok and Instagram. Generation Z in Malaysia is
actively adopting fintech platforms and digital investment tools (Langston, 2025). Malaysian
Generation Z has a high adoption rate of e-wallets and fintech applications. It affects their access to and
engagement with investing products (Farid, 2024). The measures of Bank Negara Malaysia to promote
digital financial services have created an environment that encourages Generation Z to pursue
investment opportunities. The state of Selangor is a major economic engine in Malaysia, accounting for
a large portion of the country's GDP. Generation Z's participation in the investment environment in
Selangor, Malaysia, has a direct impact on the state's economic dynamism. Their investment decisions

influence capital flows, market trends, and the overall health of the local economy (DOSM, 2022).

From an investment decision-making perspective, previous research has explored factors such as
the endowment effect, barnum effect, representation effect, representativeness, self-attribution bias, and
regret aversion (Bautz, 2022). However, there has been lack of research studying the effect of variables
such as disposition effect, overconfidence, herding behaviour and anchoring on investment decision-
making in Selangor, Malaysia especially among Generation Z. Hence, this study focuses on determining
the possible relationships that may exist between disposition effect, overconfidence, herding behaviour

and anchoring with investment decision-making of Generation Z in Selangor, Malaysia.
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Generation Z is the first generation to perceive the internet as a magnificent innovation that will
transform everything. This generation was born as the internet and social media became a commonplace
(Rosdiana, 2020). They rely heavily on social media and online platforms for information and
communication (Chiu & Ho, 2023). This dependence makes individuals more susceptible to herding
behaviour because they are constantly exposed to the investment choices and experiences of others. In
Malaysia, Generation Z faces the disposition effect in investment decision-making. Generation Z grew
up with cell phones, social media, and access to a variety of financial instruments and platforms; hence,
the high level of digital literacy may influence how they interact with other investors. The ease of access
to real-time market data, social investment platforms, and stock-related discussions on social media
may stimulate impulsive decision-making in selling and buying assets, thus magnifying the disposition
effect. Generation Z is frequently exposed to both "hype" stocks and rapid feedback from these
networks, which may lead individuals to follow trends or stay in fear of losing in investment, "missing
out" (Herawati et al., 2022; Tan, 2021).

Another trait that Generation Z may exhibit during the investment decision-making process is
overconfidence, which can lead to them losing it all. Generation Z may be taking advantage of
possibilities to participate in the financial market and achieve short-term gains (Kiderlin, 2021). Tay
(2024) stated that in Malaysia, there has been an increase in scams on Generation Z investors as they
may be new to the investment world and may be more vulnerable to fraud due to their lack of
competence and overconfidence. Excessive confidence can lead to risky financial decisions and
unexpected losses. Excessive optimism due to overconfidence results in market mispricing, which
occurs when asset values deviate from their true value (Haykir & Yagli, 2022). Social media, online
trends, and peer recommendations may influence Generation Z to exhibit herding behaviour,
particularly in financial markets. This can lead to both positive and negative outcomes, such as
increased investment in certain areas or susceptibility to scams (Alili, 2022). Lastly, anchoring is
another habit that Generation Z may encounter during the investment decision-making process.
According to Herawati et al. (2022), Generation Z is particularly vulnerable to the fear of missing out
(FOMO), particularly when they observe others gaining from investments. This emotional reaction can
induce people to fixate on an initial price point or trend, resulting in anchoring behaviour. For example,
if investors observe a stock increase, they may base their decision-making on that price, neglecting

aspects such as the company's fundamentals or broader market trends.

Hence, the research question of this study is examine whether there are possible relationships that
may exist between disposition effect, overconfidence, herding behaviour, and anchoring in the
investment decision-making of Generation Z in Selangor, Malaysia. The objective of this research is to

examine the relationships between disposition effect, overconfidence, herding behaviour, and anchoring
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with investment decision-making among Generation Z in Selangor, Malaysia. The state of Selangor,
Malaysia, was selected because it has the highest GDP of all the Malaysian states. Selangor has the
highest number of Generation Z investors in Malaysia, and it is a leading economic hub and a major
target for investments, which likely includes Generation Z investors. This study will contribute to
existing knowledge, especially on financial literacy programmes that will allow better investment
decision-making among Generation Z (Ng & Lim, 2022)

2.0 Literature Review
2.1 Prospect Theory

Prospect theory, proposed by Kahneman and Tversky (1979), explains how individuals perceive
and evaluate risk when making decisions, particularly in situations involving potential gains and losses.
The theory highlights that individuals tend to be more sensitive to losses than to equivalent gains. This
phenomenon, known as loss aversion, helps explain why investors may irrationally retain losing assets

in an attempt to avoid realising losses.

2.2 Heuristic Theory

The concept of heuristics in decision-making was advanced by Simon (1977), who introduced the
idea of bounded rationality and the notion of “satisficing.” Later, Tversky and Kahneman (1974) further
investigated how cognitive biases arise from reliance on heuristics. Heuristic theory refers to individuals’
use of mental shortcuts to make quick and convenient decisions without engaging in extensive or
analytical cognitive processing. Although such rules of thumb can be useful in many situations, they

may also lead to cognitive biases that distort judgment and result in suboptimal decision-making.

2.3 Disposition Effect

The disposition effect refers to the tendency of individual investors to sell winning assets too early
while holding losing assets for too long, irrespective of market momentum. This behavioural bias is
widely recognised as one of the most robust patterns observed in investor trading behaviour (Ahn, 2022).
Bhutto et al. (2025), in a study of 256 Pakistani investors, reported a significant positive relationship
between the disposition effect and investment decision-making. They noted that holding on to losing
assets and prematurely selling winning ones can lead to inefficient portfolio performance and missed

opportunities for higher returns.

Similarly, Shandu and Alagidede (2024) found that South African investors are susceptible to the
disposition effect, which in turn reduces investor welfare. Ahn (2022), who examined 76,712 retail
investors in Korea, showed that the disposition effect significantly affects investment decisions, with

gender, investor preferences, and sophistication playing key roles in explaining its severity. Moreover,
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Zhang et al. (2022) found that Chinese investors tend to display a stronger disposition effect when
participating in the stock market during periods of low market returns, low investor sentiment, high
market volatility, and elevated economic policy uncertainty. Hence, based on the above literature, the
following hypothesis is proposed:

H1: There is a significant relationship between disposition effect and investment decision-making

among Generation Z in Selangor, Malaysia

2.4 Overconfidence

Overconfidence is a cognitive bias that arises when individuals become excessively confident in
their knowledge or abilities. This bias occurs when individuals hold unfounded beliefs about the
accuracy of their judgments, intuitive reasoning, or cognitive capabilities. Four indicators are
commonly used to define overconfidence bias:

1. belief in one's ability to evaluate companies more accurately than other investors,

2. ahigh volume of stock trading,

3. Dbelief in the potential for substantial gains from one’s portfolio, and

4. perceived understanding of the investments made (Ariwangsa, 2024).

According to Yulianis and Sulistyowati’s (2021) study on overconfidence in investment decisions
among the Sidoarjo community in Indonesia, overconfidence had a significant effect on investment
decision-making. Similarly, Wang and Nuangjamnong (2022) found that excessive confidence was
significantly and positively related to investment decisions. They argued that investors who believe they
are highly competent are more likely to trade shares in capital markets because they perceive themselves
as experts capable of earning higher returns.

Lamichhane and Simkhada (2024) also noted that overconfidence is a behavioural bias that can
influence investment decisions. They stated that overconfidence reflects individuals’ belief in their
ability to interpret and correct information, which can subsequently distort financial choices.
Overconfident investors frequently underestimate risk, resulting in suboptimal asset allocation. Such
investors tend to invest more heavily in high-risk assets, whereas less confident investors prefer low-

risk assets. Hence, based on the above literature, the following hypothesis is proposed:

H2: There is a significant relationship between overconfidence and investment decision-making among

Generation Z in Selangor, Malaysia

2.5 Herding Behaviour
According to Sathya and Gayathiri (2024), herding behaviour is common in uncertain circumstances,

leading investors to mimic the activities of others. Herding behaviour in financial markets causes the
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formation of market bubbles, magnifies price swings, and contributes to market inefficiencies. Herding
behaviour dynamics demonstrate the intricate relationship between individual acts and aggregate
market results (Sathya & Gayathiri, 2024). According to Almansour et al.’s (2023) study on 134
investors in Saudi Arabia, the authors found that herding behaviour had a significant positive impact on
investment decision-making. The authors stated that understanding the impact of prevalence and
herding behavior in investment decisions can help identify market inefficiencies and vulnerabilities.
Quaicoe and Eleke-Aboagye (2021) found that the most dominant factor affecting investment decision-
making was herding behaviour. According to a study by Sentosa and Gosal (2023), herding behaviour
positively impacts investment decision—making among Generation Z management students in
Universitas Ciputra Surabaya, Indonesia. The authors further stated that this aids them in stock selection
and analysis and expedites decision-making in stock market transactions. Tili et al. (2022) found that
herding behavior affects investors’ decision-making in emerging markets such as China, Japan, and
Hong Kong. Finally, Ahmed and Wu’s (2022) study of 309 investors trading on the Pakistan stock
exchanges found that herding behaviour positively affects investment decision-making. Hence, based

on the literature review above, the following hypothesis is proposed:

H3: There is a significant relationship between herding behaviour and investment decision-making

among Generation Z in Selangor, Malaysia

2.6 Anchoring

Anchoring is another cognitive bias that influences investment decisions. This bias happens when
people make decisions based too heavily on the first piece of information they encounter (Wang, 2023).
Investors tethered to a stock price or market level may fail to modify their behaviours in response to
new information, resulting in mispriced investments (Sathya & Gayathiri, 2024). According to Loris
and Jayanto (2021), anchoring has a significant positive relationship with Islamic investors in Phintraco
Sekuritas Semarang City, Indonesia. The authors stated that this is because investors tend to rely more
on other people's decisions in making their investment decisions. Moreover, the anchoring effect may
affect investors from different levels of experience and geographical regions, according to Guo et al.
(2022), who found that the anchoring effect affects students’ investment decisions, as they are more
likely to be swayed by stock prices or maximum value. Owusu and Laryea (2023) found that investors
in Ghana are prone to anchoring bias, and females were more likely to be anchored than male investors.
Finally, Jan et al. (2022) found that anchoring bias has a significant and positive influence on Chinese
investment decisions after the COVID-19 pandemic, while Tlili et al. (2022) found that anchoring was
one of the variables affecting investment decisions in emerging markets such as China, Japan, and Hong
Kong, particularly during down-market periods. Hence, based on the literature review above, the

following hypothesis is proposed:
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H4: There is a significant relationship between anchoring and investment decision-making among
Generation Z in Selangor, Malaysia

Figure 1 shows the conceptual framework based on the literature review.

Disposition Effect
H1
H2

Overconfidence .

Investment Decision-
a3 Making
Herding Behaviour H4
Anchoring

Figure 1: The Conceptual Framework

3.0 Research Design

This study adopted a positivist approach, as its research philosophy was grounded in established
theories. The research strategy involved collecting data based on empirical scientific evidence. The
functionalist paradigm guided the inquiry. A deductive research approach was employed, and the
overall research design was explanatory in nature. The research strategy utilised a survey method,
following a mono-method approach in which questionnaires served as the primary data collection
instrument.

A cross-sectional design was used due to time constraints and because it is commonly applied in
survey-based research to collect data at a single point in time. The unit of analysis comprised investors
between the ages of 18 and 28 residing in the state of Selangor, Malaysia. This age group was selected
to ensure that participants were capable of making independent investment decisions and were at a

critical stage of actively developing their financial knowledge.
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3.1 Research Population

The target population of this study consists of Generation Z investors residing in the state of Selangor,
Malaysia. Selangor was selected because it is the most populous state in the country and has the highest
GDRP. It also has one of the largest concentrations of Generation Z individuals in Malaysia, as well as
the highest number of higher education institutions, investment centres, and small and medium
enterprises (SMEs) (DOSM, 2022).

3.2 Research Method

Data were collected using an online survey questionnaire created with Google Forms and distributed
to Generation Z investors between the ages of 18 and 28. A non-probability convenience sampling
method was employed, and respondents were approached during an investment talk held in Kuala
Lumpur. Convenience sampling was deemed suitable because the respondents were readily available
and easily accessible to the researchers. Potential participants were informed about the purpose of the
study and were asked for their consent to participate. Those who agreed were provided with the
questionnaire link.

A total of 141 respondents completed the questionnaire. The first section of the survey captured
demographic information, including gender, age, race, highest education level, employment status,
investment experience, and type of investment. The subsequent sections measured the study variables.
The disposition effect was assessed using a four-item scale adapted from Tarigan et al. (2021). Four-
item scales adapted from Cao et al. (2021) were used to measure overconfidence, herding behaviour,
and anchoring. Investment decision-making was measured using a four-item scale adapted from Hunjra
et al. (2016).

All constructs in the study were measured using a five-point Likert scale ranging from (1) “Strongly
Disagree,” (2) “Disagree,” (3) “Slightly Agree,” (4) “Agree,” to (5) “Strongly Agree.”

3.3 Data analysis

Data analysis was done using Statistical Package for Social Sciences (SPSS) for the data cleaning,
normality of data, producing the descriptive analysis of the demographic profile, and the mean and
standard deviation of the variables. Partial Least Squares Structural Equation Modelling (PLS-SEM)
was used to analyse the measurement model and structural model. PLS-SEM was suitable for the study
as the sample size was 141, which is less than 200. Furthermore, PLS-SEM is more suitable for models

with formative constructs.
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4. Results
4.1 Normality and Outliers

The Kolmogorov-Smirnov statistics test with Lilliefors significance level to test normality has been
produced for this study. Kolmogorov-Smirnov statistics test was conducted as the sample size was more
than 50, and is preferred for larger sample sizes. As seen in Table 1, the Kolmogorov-Smirnov test
yielded a significant value of less than 0.001, which was significantly lower than the threshold of 0.05.
This shows that the data does not have a normal distribution. Thus, different statistical procedures, such
as the Z-test, must be utilized to investigate normality. The z-score was calculated to measure how far
from the mean each of the data values is, using a standardized scale. An absolute z-value of £3.29 is
required for medium-sized samples (50 < n < 300) to determine that the sample distribution is normal.
As seen in Table 2, the Z-score value is -6.647, which is outside of the acceptable range of -3.29 and
+3.29; hence, the data is not normally distributed. PLS-SEM will therefore be suitable software to

conduct the data analysis, as the data is considered not normally distributed.

Table 1: Test of Normality

Kolmogorov-Smirnov*

Statistics df Sig.

Investment-decision 218 141 <.001
Making

Source: Authors’ own work

a. Lilliefors Significance Correction

Table 2: Descriptive

Descriptive

Investment Statistics Std, Error
Decision- Mean 4.0603 .05965
Making )

95%C Confidence interval Lower Bound 3.9424

for

Upper Bound 4.1782

5% Trimmed Mean 4.1241

Median 4.0000

Variance .502

Std. Deviation .70831

Minimum 1.25

Maximum 5.00

Range 3.75

Interquartile Range .63

Skewness -1.356 204
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Kurtosis 3.056 .406

Source: Authors’ own work

4.2 Demographic Details

The demographic profile of the respondents is presented in Table 3. Male respondents accounted for
53% of the sample, while females made up 47%. In terms of age distribution, 41.8% of respondents
were between 21 and 23 years old, 31.2% were aged 27 to 28, and 21.3% were between 24 and 26 years
old.
With regard to ethnicity, 59.6% of respondents were Chinese, 16.3% were Malays, and 12.8% were
Indians. For the highest level of education attained, 70.9% had tertiary education, whereas 19.8% had
completed secondary education.

In terms of employment status, 70.2% of respondents were employed, while 21.3% were
unemployed. Regarding investment experience, 88.7% identified as beginners and 11.3% as
experienced investors.

Finally, 40.4% of respondents reported investing in cryptocurrency, 23.4% invested in stocks, and 29.1%

invested in exchange-traded funds (ETFs).

Table 3: Demographic Details

Demographic Features Frequency Percentage
Gender Female 66 47.0
Male 75 53.0
Age Group 18-20 years old 8 5.7
21-23 years old 59 41.8
24-26 years old 30 21.3
27-28 years old 44 31.2
Race Malay 23 16.3
Chinese 84 59.6
Indian 18 12.8
Others 16 11.3
Highest Education Secondary school 28 19.8
Level Tertiary education 100 70.9
Postgraduate education 13 9.2
Employment Status Employed 99 70.2
Unemployed 30 21.3
Self-Employed 12 8.5
Experience in Investment Beginner 125 88.7
Experienced 16 11.3
Stock 33 23.4
Types of Investment Cryptocurrency 57 40.4
Unit Trust 4 2.8
Real Estate 6 4.3
ETF 41 29.1

Source: Authors’ own work
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4.3 Descriptive Details

The list of means and standard deviations for each item scale of the variables in the study is presented

in Table 4.

Table 4: Descriptive Details

Construct Mean SD
Item
Disposition Effect  DE1 | will invest in a company that 4.12 .806
has positive information.
DE2 | will investina company that 4.14 .850
has a good reputation.
DE3 | will invest in a company 4.18 .883

whose product information is
already well-known.

DE4 | will invest ina company that 4.19 .819
matches investor preferences.
Overconfidence o1 I trust my investment opinion 4.04 .852
more than others.
02 I am confident in my ability to 4.04 .882

make investment decisions
better than others.

03 My investment strategy is 4.08 .854
better than that of my peers.
04 My  investment  strategy 4.06 .855

achieves better returns than
that of my peers.
Herding Behaviour HB1 | will invest in options 3.91 1.112
influenced by other investors’
decisions on selection.

HB2 | will invest based on the 3.90 .995
volume choices made by other
investors.

HB3 | will invest by quickly 3.82 1.039

reacting to changes in other
investors'  decisions  and
following
their market reactions.

HB4 | will invest based on other 3.84 1.033
investors' decisions to buy and
sell assets.

Anchoring Al I will invest in assets that have 4.01 .902

dropped significantly from
their previous closing or all-
time high.

A2 I will invest wusing the 4.04 .890
purchase price as a reference
point in trading.
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A3 I will invest based on my 411 .892
previous experiences in the
market.
A4 I will invest by forecasting 4.07 .859

future price changes based on
recent prices.

Investment IDM1 | would choose less risky 4.08 757
Decision-Making alternatives to ensure financial
security.
IDM2 | would choose riskier 4.06 77

alternatives to  maximize
potential gains.

IDM3 | will invest without worrying 4.07 .825
about market fluctuations.

IDM4 | will invest at least half of my 4.03 .870
funds into various financial
assets.

Source: Authors’ own work

4.4 Analysis of the Measurement Model

Table 5 presents the reliability and validity results for the measurement model used in this study. All
constructs demonstrated strong reliability and validity. Composite Reliability (CR) and Cronbach’s
alpha, two indicators of internal consistency, exceeded the recommended threshold of 0.70. According
to Hair (2022), values above 0.70 indicate satisfactory reliability, and all constructs in this study

surpassed this benchmark.

Convergent and discriminant validity were also assessed. Convergent validity was established
because the Average Variance Extracted (AVE) values for all constructs were above 0.50, and the item
loadings ranged from 0.865 to 0.959, exceeding the minimum recommended loading of 0.708 suggested
by Hair (2022) for indicator reliability. These results indicate that the measurement model demonstrates

strong internal consistency and adequate convergent validity.
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Table 5: Validity and Reliability of Construct
Construct Item Outer Cronbach Composite Composite Average
loading alpha reliability(rho- reliability(rho-  variance
a) C) extracted
(AVE)
Disposition Effect DE1 0.937 0.954 0.972 0.966 0.878
DE2 0.921
DE3 0.944
DE4 0.945
Overconfidence 01 0.915 0.956 1.019 0.967 0.881
02 0.959
03 0.932
04 0.947
Herding HBL  goms 0.952 0.981 0.965 0.873
Behaviour
HB2 0.931
HB3 0.943
HB4 0.919
Anchoring Al 0.921 0.954 0.965 0.966 0.878
A2 0.940
A3 0.945
Ad 0.941
Investment IDM1 0.865 0.901 0.905 0.931 0.770
Decision-Making  IDM2 0.878
IDM3 0.893
IDM4 0.873

Source: Authors’ own work

Next, in PLS-SEM, to demonstrate discriminant validity, the "Heterotrait-Monotrait ratio (HTMT)"

between two constructs should be less than 0.85 or 0.9. This indicates that the correlation between the

constructs should be notably lower than the correlation within each construct. Table 6 shows that the

discriminant validity is below 0.85, indicating appropriate discriminant validity.
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Table 6: Discriminant Validity-Heterotrait -monotrait (HTMT) -Matrix

Disposition Herding Investment
Anchoring Effect Behaviour Decmgn- Overconfidence
Making

Anchoring
Disposition Effect 0.159
Herding Behaviour 0.395 0.305
Investment
Decision-Making 0.103 0.334 0.162
Overconfidence 0.344 0.102 0.192 0.127

Source: Authors’ own work

4.5 Structural Model Analysis

A structural model analysis was conducted to examine the significance of the hypothesised
relationships and the R? value of the research model. The structural model was evaluated using the R?
value, t-statistics for the dependent construct, and the significance of the structural path coefficients.
Figure 2 illustrates the structural model, which depicts the effects of the disposition effect,
overconfidence, herding behaviour, and anchoring on investment decision-making among Generation

Z in Selangor, Malaysia.

As shown in Figure 2, the independent variables collectively explain 16% of the variance in
investment decision-making. An R? value of 0.16 indicates a weak level of explanatory power, meaning
that 84% of the variance is attributed to factors not included in this study. The model’s reliability is

further supported by the adjusted R? value of 0.143, which accounts for the number of predictors used.

The Q? value was 0.069, which is greater than zero. In PLS-SEM, a Q? value above zero demonstrates
that the structural model has predictive relevance. Although a Q? of 0.069 reflects weak predictive
capability, it remains acceptable, as it indicates that the model can reproduce the observed data to some

extent.

The next stage of the analysis involved examining the relationships between the disposition effect,
overconfidence, herding behaviour, and anchoring with investment decision-making among Generation
Z in Selangor. In PLS-SEM, these relationships are assessed through path coefficients. To evaluate the
significance of these paths, the bootstrapping technique was applied, which resamples the data to reduce
the impact of non-normality and enhance the robustness of the estimates. Following bootstrapping, the

significance levels and path coefficients for each relationship were obtained.
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Figure 2: Structural Model with path coefficients and p-value.

Table 4 presents the hypotheses (H1 to H4) along with their corresponding t-statistics. For a one-tailed

test, a relationship is considered significant if the t-value exceeds 1.645 (p < .05) or 2.33 (p <.01). For

a two-tailed test, significance is achieved when the t-value is greater than 1.96 (p <.05) or 2.58 (p < .01).

Based on these criteria, the results in Table 4 show that H1 and H4 are supported, whereas H2 and H3

are not.
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H1 states that the disposition effect has a significant relationship with investment decision-making

among Generation Z in Selangor, Malaysia. This hypothesis is supported (= 0.300, t = 2.566, p <.010).

Notably, the disposition effect yielded the highest p-value (0.300), indicating that it is the strongest

predictor of investment decision-making in this study.

H4 proposes that anchoring has a significant relationship with investment decision-making among

Generation Z in Selangor, Malaysia. This hypothesis is also supported (f =—0.241, t = 2.367, p <.018).

Table 7: Hypotheses

Standar
Oridinal d Decision
samg le Sample mean deviatio T statistics P values
©) PE v n (IO/STDEV])
(STDE
V)
Disposition Effect -
> Investment 0300  0.295 0117  2.566 0010  Supported
Decision Making
Overconfidence ->
Investment Not
Decision Making 0.158 0.168 0.102 1.547 0.122 Supported
Herding Behaviour
-> Investment 0.130 0.114 0.118 1.096 0.273 Not
Decision Making Supported
Anchoring ->
Investment 0241 -0.234 0102  2.367 0018  Supported

Decision Making

Source: Authors’ own work

5.0 Discussion and Implications

As shown in Table 7, the findings indicate that the disposition effect has a significant relationship

with investment decision-making among Generation Z investors in Selangor, Malaysia, consistent with

previous studies (Ahn, 2022; Bhutto et al., 2025; Shandu & Alagidede, 2024; Zhang et al., 2022).

Generation Z investors appear more inclined to sell assets that have gained value and to retain those

that have decreased in value. This suggests that, similar to earlier generations of investors, emotional

factors, such as fear of loss or excitement over gains, may influence their decision-making.
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Similarly, anchoring also shows a significant association with investment decision-making among
Generation Z investors in Selangor, aligning with past research (Jan et al., 2022; Guo et al., 2022; Loris
& Jayanto, 2021; Owsu & Laryea, 2023; Tili et al., 2022). A possible explanation is that Generation Z
investors may place undue emphasis on initial pieces of information. This reliance on early reference
points indicates that they may not always behave fully rationally; rather than evaluating information

objectively, they may anchor their decisions to specific starting values or prior expectations.

In contrast, overconfidence was found to have an insignificant relationship with investment
decision-making among Generation Z investors. This may be because Generation Z is generally less
willing to take risks, particularly with high-risk investment products. Herding behaviour also
demonstrated an insignificant relationship with investment decision-making. This suggests that
Generation Z investors in Selangor may be less inclined to follow the majority and may not be easily

influenced by social pressure or prevailing market sentiment during the period of this study.

The findings of this study have theoretical implications that will enhance the current studies on
investment decision-making, especially among Generation Z. The Prospect Theory by Kahneman and
Tversky (1979) has addressed the importance of the disposition effect, where Generation Z evaluates
gains and losses to a reference point, which is the price. Through Prospect Theory, the disposition effect
has become one of the real-world behaviours that is still relevant. Furthermore, the Heuristic Theory by
Tversky and Kahneman (1974) has revealed the importance of the anchoring effect, as Generation Z
may rely heavily on the first piece of investment information. Through the findings of this study, these
variables are still associated with investment decision-making among Generation Z and will enhance
current studies on investment decision-making among Generation Z. Therefore, this study has provided

empirical evidence to support the Prospect Theory and Heuristic Theory.

In terms of practical implications, this study has provided valuable insights for future investigations
into the impact of disposition effect and anchoring on the investment decision-making among
Generation Z. This would then lead to necessary actions that can be taken by the various government
agencies, financial institutions, professional bodies and institutions of higher learning who will be
interested in the finding of this study and would want to understand how Generation Z is different from
other generations. The disposition effect leads to irrational decision-making and hurts long-term
portfolio performance, while anchoring may cause investors to conclude irrelevant or outdated
reference points. Bhutto et al (2025) stated that investor behaviour may cause market bubbles; hence,
policymakers and financial institutions must understand how investors' behaviour affects investment
decision-making. As such, financial literacy programmes must be tailored for Generation Z and
implemented in schools and higher education institutions to promote evidence-based investing (Boni &
Kroncke, 2025). The Ministry of Higher Education must have tailored a financial literacy curriculum

to promote rational investment behaviour among Generation Z. Furthermore, Fintech and robo-advisors
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can integrate behavioural understanding of their investors and provide nudges such as a signal before
an investor sells an asset, which then cultivates positive behaviours (Leow, 2023; Lisauskiene et al.,
2024). An application with bias-aware features can also help investors from Generation Z to rethink any

emotionally driven trades (William, 2025).

6.0 Conclusion

In conclusion, this study found that the disposition effect and anchoring significantly influence
investment decision-making among Generation Z investors in Selangor, Malaysia, whereas herding
behaviour and overconfidence did not exhibit significant effects. These findings enhance the
understanding of the psychological factors shaping the financial choices of Generation Z investors. The
insights obtained from this study can inform the development of more targeted financial education

initiatives and investment tools that align with the behavioural tendencies of Generation Z.
7.0 Limitations and Future Research

This study has several limitations. First, the model yielded a low R? value, indicating that additional
behavioural factors should be explored in future research to more fully explain investment decision-
making among Generation Z. Second, the sample size of 141 respondents was relatively small and does
not adequately represent the broader population. Future studies should therefore employ a larger and

more diverse sample to enhance generalisability.

Third, the study was geographically limited to Selangor. Expanding the research to include other
states such as Kuala Lumpur or Penang, both of which have greater access to financial institutions and
more technologically active populations, may yield deeper insights. Conducting a longitudinal study

would also provide a clearer understanding of how investment behaviours change over time.

Lastly, incorporating factors such as investor sentiment and macroeconomic conditions would offer
a more holistic explanation of the variables influencing investment decisions among Generation Z (Ph

& Uchil, 2020).
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