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Abstract. Investor will be always influenced by its risk tolerance when investing, each investor
has own risk tolerance that differ to another, although this still being questioned until now. This
research aimed to know the influence of demography factor in distinguish and classify
Financial Risk Tolerance (FRT) and Financial Risk Taking Behavior (FRB) to individual
investor. Methodology in this research is data that used as primary data which distributed by
offline and online. The sample in this research is 642 respondents in Jakarta. Logistic
regression is analyze method that used in this research. The research found that there is
influence of gender, marital, status, education and income level to Financial Risk Tolerance
(FRT) and Financial Risk Taking Behavior (FRB). For FRT significantly 0.000 for gender and
marital status; 0.010 for education and 0.001 for income level. Whereas for FRB significantly
0.000 for gender; 0.003 for marital status and 0.010 for education level. The research
contribution is crucial for financial advisor to notice the characteristic investor based on
demography factor such as gender, marital, status, education level and income level. Therefore,
this research able to give optional decision for appropriate investment to clients as ones of
strategy to improve urban community empowerment.
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1. Introduction

Investments are placements of a certain amount of funds in a given asset in the hope of gaining profit
in the future. According to [1], investment is a commitment to a certain amount of money or other
resources currently undertaken for the purpose of obtaining benefits in the future. Investments are
conducted with the aim of improving the welfare of investment doers. Investors such as employees,
entrepreneurs to pensioners invest in different levels and forms of investment. There are so many
forms of investment that can be done, from opening savings and/or bank deposits, buying precious
metals or gold and jewelry, buying stocks or bonds, buying mutual funds, buying land, homes or many
now apartment. But before investing the investor will be faced with various investment options that
also have different levels of risk.

In making a decision to invest investors will be faced with uncertainty where the possibility of the
outcome of the investment is not in line with expectations or even become a loss. Investors will not
only take advantage of investment but also consider the possible risks to be faced from an investment
where the level of risk acceptable or tolerated by each investor varies depending on the Financial Risk
Tolerance (FRT) level. FRT is the willingness of an investor to accept a negative change or decline in
value of investment or loss resulting from investments made that differ from expectations [2]. Every
investor has tolerant and attitudes to different risks, where the high risks considered by an investor can
be regarded as a small risk to other investors [3]. In making a decision to invest, investors will be

Content from this work may be used under the terms of the Creative Commons Attribution 3.0 licence. Any further distribution
BY of this work must maintain attribution to the author(s) and the title of the work, journal citation and DOIL.
Published under licence by IOP Publishing Ltd 1



The 4th International Seminar on Sustainable Urban Development IOP Publishing
IOP Conf. Series: Earth and Environmental Science 106 (2018) 012097  doi:10.1088/1755-1315/106/1/012097

influenced by the FRT level. FRT is a key element and plays an important role to consider in making
investment decisions to achieve financial goals for both investors and investment managers [3].

In making a decision to invest an investor can consider various factors of consideration with
himself or with the help of others such as financial advisor. Assigning investors into appropriate risk
tolerance categories and then showing the portfolio of investments that best suits them is an important
task of investment managers and advisers [3]. However, most financial advisors and / or investors
often miss-equate Financial Risk Tolerance (FRT) with the Financial Risk Behavior (FRB) of an
investor [4]. According to [5] in financial management in general and especially on money
management, behavior can be defined as goal-oriented or whereby behavior leads to actions that can
lead to positive or negative outcomes. Behavior can be seen from the point of view of the
consequences or the outcome of a decision making where it is important to understand the
consequences of money management rather than the behavior or actions of money management
because if a mismanagement occurs it will increase the likelihood of the occurrence of financial stress
[6]. Money management is a daily financial activity (storing and maintaining personal financial
records and documents, creating personal financial statements such as balance sheets and cash flows,
then creating and executing expenditure and budgeting plans) needed to manage current personal
economic resources to get long-term prosperity [2]. The objective of money management is to generate
profits and improve welfare [3], but it does not rule out welfare may decrease [3]. A decrease in wealth
may cause a person to experience overdue warnings, or even to the point of bankruptcy which is the
result or consequence of mismanagement or FRB [6]. It is very important for policy makers and
financial advisors to understand how FRTSs influence investment decisions in order to improve the
quality of their services to clients [10].

Knowing and understanding FRT and financial risk is important in making investment decisions
but to know and measure it is not easy to do. According to [3] to measure a person's FRT is not easy
because FRT is a complex attitude. Many previous studies have examined demographic factors
affecting FRT and financial FRB using variables such as gender, age, marital status, education,
occupation and income. Demographics are factors associated with FRT that are often used in research,
and there is general agreement among investment managers and researchers that demographic factors
can be used to differentiate and classify risk tolerance levels of investors into categories [3]. Yet so far
this research aimed to know the influence of demography factor in distinguish and classify Financial
Risk Tolerance (FRT) and Financial Risk Taking Behavior (FRB) to individual investor.

2. Research Method

2.1. Financial Risk Taking Tolerance (FRT)

The FRT variable describes the level of ability of an investor to accept risk. This variable is measured
by a liker scale of 1 to 4, where 1 = agree, 2 = strongly agree, 3 = disagree, 4 = strongly disagree using
5 question items adopted from [15]. The five items of the question are a) investing is too difficult to
understand, b) I feel more comfortable to put my money in the bank than on the stock market, c) when
I think about the word risk, then the word loss comes instantly in my mind, d) making money / profits
through the purchase of shares and bonds is based on luck factor, and e) in terms of investment,
security is more important than the rate of return.

2.2. Financial Risk Taking Behavior (FRB)

FRB variable refers to the result of money management. This variable is measured using 4 items of
guestions adopted from [5] where the value of 1 if the respondent answered Yes and O if the
respondent answered No. The items of the question are a) have you ever experienced a wage / salary
deduction?, b) have you ever experienced bankruptcy? c) Have you ever received overdue notices
from creditors? d) Have you ever experienced vehicle seizure by creditors?

2.3. Demographic Variables, Population and Sample
Demographic variables used include gender, age, status, employment changes affected results.
Sampling method in this research is done by purposive sampling that is withdrawal sample based on
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certain criterion determined by researcher [9]. Here are certain criteria in sampling: a) respondents are
domiciled in Jakarta, b) respondents have jobs, c) respondents have at least 2 (two) types of
investment. Of the 250 questionnaires distributed only 217 questionnaires were returned but 13
guestionnaires were not filled completely so they could not be used for the study. While from the
guestionnaire online obtained as many as 449 questionnaires so that the total questionnaire received
back is as much as 653. Of the total 653 questionnaires returned but only as many as 642
guestionnaires that can be used.

2.4. Data Analysis Method

The method of analysis used in this research is to use binary logistic regression analysis using a
program of SPSS version 22. The purpose of knowing the influence of independent variable to its
dependent variable where the dependent variable is dichotomy variable. In binary logistic regression
analysis no normality test is required [11]. The regression equation used in this research is as follows:

Ln p - Bo + B1 Gender + B2 Age + 3 Marital Status + B4 Education + 5 Work + 6 @
1-p Income
or:
Ln P _  €(-BO+ BlGender + B2Age + B3Marital Status + B4Education + 5 Work + 6 2
1-p Income)

3. Results and Discussion

Regression analysis (Table 1) aims to determine whether there is an influence of independent variables
on the dependent variable. The basic decision-making decision are a) if the significance value < 0.05
then there is influence of independent variable to dependent variable, b) if the value of significance >
0.05 then there is no influence of independent variables on the dependent variable.

Hia. There is a gender effect on FRT

From the results of Table 1 obtained value of p-value significance of 0.000 <0.05 indicating that
gender has a significant influence on FRT. An odds ratio of 3.884 indicates that men tend to have a
higher FRT 3,884 times compared with women. These results are supported by research conducted by
[13] who found that men had risk tolerance compared with women. Similar results have also been
found by [12] that women have lower levels of risk tolerance than men.

Hap. There is gender influence on FRB

From the results of Table 1 shows a significant value for gender of 0.000 <0.05 which indicates that
gender significantly affect FRB. Table results show an odds ratio of 4.395 which means that men tend
to have higher FRBs 4.395 times compared with women. This result is reinforced by a study that has
been done previously by [6] who found that men had higher FRBs than women.

Table 1. Table of logistic regression analysis result (Source: SPSS data processing).

Dependent Variable Independent Variable B S.E. Wald Sig. Exp (B)
Financial Risk Tolerance Gender 1.357 0.185 53.819 0.000 3.884
(FRT) Age 0.016 0.010 2.641 0.104 1.017
Marital Status 1.066 0.214 24.845 0.000 2.907
Education 0.840 0.325 6.693 0.010 2.317
Occupation 0.043 0.233 0.034 0.854 1.044
Income 0.701 0.219 10.289 0.001 2.017
Constant -2.407 0.492 23.967 0.000 0.090
Financial Risk Taking Gender 1.481 0.177 69.961 0.000 4.395
Behavior (FRB) Age 0.002 0.010 0.049 0.825 1.002
Marital Status 0.612 0.204 9.031 0.003 1.844
Education 0.397 0.321 1.529 0.216 1.487
Occupation 0.329 0.226 2.122 0.145 1.389
Income 0.597 0.214 7.812 0.005 1.816

Constant -1.768 0.476 13.775 0.000 0.171
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Haza. There is an age effect on FRT

From the results of Table 1 it is known that age has a p-value of 0.104> 0.05. This shows that age has
no significant effect on FRT. The results of this study differ from the results of research conducted by
[6] which in his research found that there is influence of age to FRT. However, the results of this study
are supported by previous research results that have been done by [11] who found that there is no
significant effect of age on FRT. These results indicate that the elderly or younger a person's age but if
not supported by adequate education then it will not have a significant effect on FRT.

Ha,. There is an age effect on FRB

From Table 1 obtained significance value of 0.825 > 0.05. This shows that age has no significant effect
on FRB. This result is not in accordance with the results of a study that has been done by [6] who
found that there is an age effect on FRB. This indicates that a person who is either young or old but if
not supported with unmarried status then it will not have a significant effect on FRB. Because a person
with an unmarried status has no responsibility to finance household needs, so the more daring to invest
in an investment that has a greater risk.

Hsa. There is influence of marital status to FRT

From the results of Table 1 obtained the value of significance for marital status of 0.000 < 0.05
indicating that marital status has a significant influence on FRT. The odds ratio of 2.904 indicates that
an unmarried person tends to have a higher FRT 2.904 times compared with a married couple. This
result is supported by research conducted by study [15] who found that married respondents had lower
levels of FRT compared with unmarried respondents. Then the results of this study also supported by
the results of research that has been done by study [12] who found that an unmarried person has a
higher risk tolerance compared with married couples

Hap. There is influence of marital status to FRB

From the results of Table 1 obtained a significant value for marriage status of 0.003 < 0.05, the
marriage status indicates has a significant influence on FRB. The odds ratio of 1.844 indicates that an
unmarried person tends to have a higher FRB 1,844 times compared with a married couple. These
results are supported by [14] who found that an unmarried person has a high FRB as well.

Ha.a. There is an influence of education level on FRT

From table 1, there is a significance value for education of 0.010 < 0.05 which indicates that education
has an influence on FRT. The odds ratio for education of 2.317 indicates that higher education levels
tend to have FRT 2.317 times higher than lower education levels. Similar results have also been found
by [5] who found that respondents with higher levels of education had higher risk tolerance than those
with lower levels of education. In addition, this result is also reinforced by the results of research
conducted by [13] who found that respondents with higher levels of education had higher FRTs than
respondents with lower levels of education.

H.p. There is an influence of education level on FRB

From Table 1 obtained significant value for education of 0.216 > 0.05 which means that there is no
significant effect of education level on FRB. This result is different from the results of the research
that has been done by [16]. However, the results of this study are reinforced by the results of research
that has been done by [6] who found that there is no significant effect of education level on FRB.
According to [6] this can be attributed to the highly subjective nature of respondents where the
likelihood of the respondent being a highly competitive person so as to enhance their competitive
advantage tends to avoid FRB.

Hs.. There is an influence of the type of work to FRT

From the results of Table 1 for the work obtained a significant value of 0.854 > 0.05. This shows that
there is no significant effect of the type of work on FRT. This result is different from the results of
previous studies done by [6] who found that there is an influence of the type of work on FRT.
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However, the results of this study are supported by the results of a study conducted by [7] who found
that there was no significant effect of employment status on FRT. The results of this study indicate that
a person who works as a salaried-employee or self-employed but if not supported by income that is
considered to have to meet the needs then will not have a significant influence on FRT. Because if the
income increases then someone will be more daring to invest in investment products that have a high
risk.

Hs,. There is an influence of the type of work to FRB

From the results of Table 1 obtained significance value of 0.145> 0.05. This shows that there is no
significant effect of the type of work on FRB. This result is different from the results of previous
studies that have been done by [6]. The results of this study indicate that a person who works either as
a salaried-employee or self-employed but if not supported by marriage status that has not yet married it
will not have a significant influence on FRB. Because a person with an unmarried status has no
responsibility to finance household needs, so they more daring to invest in an investment that has a
greater risk.

Hea. There is an effect of earnings on FRT

From the results of Table 1 obtained significance value for income of 0.001 < 0.05 which means that
income has significant effect on FRT. An odds ratio of 2.017 indicates that respondents with higher
income levels tend to have FRT 2.017 times greater than respondents with lower income levels. The
results of this study are reinforced by the results of studies that have been conducted by [12] who
found that risk tolerance increases with increased incomes. According to [6] someone with a high
income level is more daring to take a higher risk than someone with lower income.

Heo. There is an effect of earnings on FRB

From the results of Table 1 obtained value significance for income of 0.005 < 0.05 which means that
income has a significant influence on FRB. The odds ratio of 1.816 indicates that respondents with
higher income tend to have higher FRB at 1.816 times compared with respondents with low income
level. These findings are reinforced by the results of research done by [6] who found that there is a
significant effect of income on FRB.

4. Conclusion

The research found that there is influence of gender, marital status, education level and income level to
FRT and FRB. The managerial implications for investment service providers in assigning investors
into the risk tolerance and risk-taking behavior categories should consider the demographic factors of
gender, marital status, education and income from investors or clients, as by classifying investors into
financial categories risk tolerance and appropriate financial risk-taking can help to produce the most fit
and proper investment portfolio for its clients. As for investors to consider the demographic factors,
especially income, because the income owned by investors can affect the financial risk tolerance and
financial risk-taking behavior. In addition, marital status is also known to have an effect on financial
risk tolerance and financial risk-taking behavior. So this study can be implementation as a strategy to
improve urban community especially in Indonesia.
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