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ABSTRACT

The paper aims to investigate the relationship between individual investors' financial literacy levels, be-
havioral finance tendencies, and the sub-dimensions of behavioral finance. Another aim of the paper is
to determine possible demographic factors that moderate these relationships. The main population of the
paper is 70,953 households in Erzincan province and a sample of 400 people is determined with a 5%
sampling error at a 5% significance level and a simple random sampling method. The data of the paper
were collected by survey method and statistical analyses were carried out with the SPSS program. Ana-
lyzes applied in the paper; Pearson correlation analysis, linear and hierarchical regression analysis. As a
result of the analysis; it has been concluded that although investors' financial literacy levels are high,
they exhibit behavioral financial biases or tendencies and there are mediating roles of some demographic
factors in that relationship.
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DEMOGRAFIK FAKTORLERIN FINANSAL OKURYAZARLIK VE
DAVRANISSAL FINANS ARASINDAKI ILiSKi UZERINDEKI ARACILIK

ETKILERI
(074

Calismanin temel amaci bireysel yatirimcilarin finansal okuryazarlik diizeyleri, davranigsal finans egi-
limleri ve davranigsal finansin alt boyutlar1 arasindaki iligkiyi aragtirmaktir. Bu iligkilerde aracilik etkisi
olan olas1 demografik faktorleri belirlemek ¢aligmanin bir diger amacini1 olusturmaktadir. Calismanin
ana kiitlesi Erzincan ili hane sayis1 olan 70,953 kisiden %5 anlamlilik diizeyinde %5’lik 6rnekleme hatasi
Ve basit rastgele 6rnekleme yontemi ile 400 kisilik 6rneklem saptanmigtir. Caligmanin verileri anket yon-
temi ile toplanmis olup, istatistiksel analizler SPSS programu ile gergeklestirilmistir. Calismada uygula-
nan analizler; Pearson korelasyon analizi, dogrusal ve hiyerarsik regresyon analizleridir. Analizler neti-
cesinde; yatirimcilarin finansal okuryazarlik diizeyleri yiiksek olsa da, davranigsal finansal 6nyargilar ya
da egilimler sergiledikleri ve bazi demografik faktorlerin bu iliskide aracilik etkisi oldugu sonucuna ula-
silmigtir.

Anahtar Kelimeler: Finansal Okuryazarlik, Davranigsal Finans, Davranigsal Finans Egilimleri, Aracilik
Etkisi.
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The Mediating Effects Of Demographic Factors on The Relationship Between Financial Literacy and Behavioral Finance

1. Introduction

Savers and investors are the most important building blocks of country economies.
Consciously maintaining the organization of the financial system in which savers and
investors are involved is very important for both increasing the level of welfare and the
development of the country's economy.

It is important for individuals to improve their financial literacy levels in order to ensure
profitability in their savings and investments. They should learn to manage their savings
better in order to keep their retirement and daily living standards at a high level and to be
comfortable in their future lives. Providing financial training to individual and corporate
investors that balances the relationship between savings and investment increases the
financial literacy levels of investors and paves the way for the development of the financial
system.

Financial literacy is the measure of the extent to which a person can comprehend and
apply financial information (Huston, 2010: 307). According to the definition of financial
literacy made by the Financial Literacy Association (2016); It is stated that financial literacy
is the ability of individuals to make conscious evaluations and make correct/effective
decisions when using and managing money. OECD (Organization for Economic Co-
operation Development) defines financial education as a must for financial literacy; investors
or consumers to establish their understanding of financial products and terms; it is defined as
developing the ability and confidence to be aware of financial risks and opportunities,
enabling them to make informed choices, and engaging in effective activities to improve and
increase their financial wealth by ensuring that they know the institutions and organizations
from which they can provide information and support when necessary (Improving Financial
Literacy Analysis of Issues and Policies, OECD Publishing, 2005: 26).

Investors trading in financial markets choose asset mix when creating their investment
portfolios. The selection of financial assets to invest in directly affects the financial markets
and the country's economy. Considering psychological factors when making investment
decisions has brought the concept of behavioral finance to the fore.

Even though it is not too early for the concept of behavioral finance to appear
conceptually in the literature, it would not be wrong to argue that this concept has been in
people's subconscious from the first moment their consumption and investment studies began
until today. The concept of behavioral finance has been brought to the agenda as a new
phenomenon in studies carried out to clarify the anomalies seen during the testing of the
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Efficient Markets Hypothesis. It is a model that makes great contributions to clarifying why
and how markets cannot be efficient (VVeeraraghavan, 2010: 297). Traditional finance refuses
to consider investors' investment decisions in behavioral and psychological dimensions.
Behavioral finance tries to explain the psychological dimension of investments by examining
how investor decisions and behaviors are affected by psychological factors. Therefore,
behavioral finance has become one of the important topics in the field of finance (Shiller,
2003; Elvin, 2004: 102).

There are a wide variety of trends and biases within behavioral finance. Behavioral
finance trends included in this paper; overconfidence, overoptimism, availability, avoidance
of regret, conservatism and herd behavior. Overconfidence bias, also known as the illusion
of knowledge; it is a situation where people think they have more knowledge than they
actually do. While investment owners accept the situation when they start earning as their
own success, the same situation is not seen in the case of loss and investment owners see
external factors as the cause of the loss (Hayta, 2014: 335). Your excessive optimism; it can
be thought that it is the result of overconfidence bias. People often believe that others may
be harmed but that they will not be harmed. This situation highlights the tendency towards
optimism and excessive optimism can lead to wrong investment decisions (Bayar, 2011: 143-
144). Availability bias is when investors act with the help of their past experiences when
making investment decisions and deciding on the probability of the direction in which the
financial asset will move (Sezer and Demir, 2015: 71). The tendency to avoid regret can be
expressed as the concern of entering a position with the perceived potential for a very
significant loss and the attitude of staying in less risky investments. For investors, the
tendency towards conservatism means that they either update their beliefs very slowly or fail
to update their beliefs when they encounter innovations. Conservatism bias forces the
investor to analyze mixed information rather than reach a decision can lead to preserving the
current situation (Pompian, 2012: 57). Herd behavior occurs when a group of people imitate
other people's behaviors and investment decisions by adopting them (Bayar, 2011: 151).

Behavioral finance pays attention to investors' emotions. Investors who prioritize their
emotions during the financial decision-making process can make a profit or suffer a loss
based on their financial knowledge. The impact of behavioral finance, which has become
increasingly important in recent years, on investment decisions continues to increase.
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Low financial literacy can cause a lot of problems to arise. Investor prejudices within the
scope of behavioral finance gain meaning at this point. Investors can get rid of these
prejudices if they increase their financial literacy levels.

One of the main reasons for the financial failures faced by individual and institutional
investors is undoubtedly low levels of financial literacy. So that; Investors' lack of financial
information and investment decisions being influenced by psychological factors can lead to
wrong investment decisions. In this case, financial failure may be an inevitable outcome.
Financial literacy levels need to be improved to prevent psychological factors that may
prevent investors from making wrong decisions. To reduce and prevent financial failure,
investors' financial literacy needs to be improved. In this sense, financial education has an
undeniable contribution to improving financial literacy levels.

In this paper, investors' financial literacy levels were measured based on whether
individual investors were financially equipped or not. Surveying 409 individual investors
residing in Erzincan aims to measure the relationship between financial literacy level and
behavioral finance dimensions and to examine the mediating effect of some demographic
factors in this relationship. For this purpose, we tried to determine the financial literacy
competencies of individual investors and the relationship between this level and investor
behavior within the scope of behavioral finance. The mediating effect of demographic factors
on the relationship between investors' financial literacy levels and behavioral finance
dimensions has been investigated; It distinguishes the paper from its counterparts in the
literature and in this context, it is thought that the paper will contribute to the literature.

2. Literature Review

Although there are lots of studies on financial literacy and behavioral finance in the
literature; there are limited studies examining the relationship between financial literacy and
behavioral finance. In this context, studies that partially examine the relationship between
financial literacy and behavioral finance are included.

In his study, Jacobius (2003) examined investors who entered the private pension system.
Investors stated that they sell stocks when the market rises and buy them when the market
falls. It has been stated that this irrational behavior is due to a lack of financial knowledge.
As a result of the survey conducted by Ates (2007) to measure whether individual investors
are financially literate and to reveal their behavioral and financial profiles, a significant
relationship was detected between the financial and behavioral profiles of individual
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investors. Mandell and Klein (2009) used a survey consisting of three parts in total when
measuring financial literacy. The findings of the research are presented covering three issues.
Looking at the results, it can be seen that there is no improvement in financial behavior
among the students who participated in the course and those who did not attend the course.
And, it is stated that positive financial behavior characteristics occur in full-time university
students or graduates. Finally, it should be noted that the positive financial literacy scores
and financial behavior findings of these people with a full-time college education are not
only related to the course they took, but also to the additional personal financial education
they received in the following years. In their retirement and financial literacy research,
Lusardi and Mitchell (2011) found that investors did not know financial concepts even when
making investment decisions. It has been observed that the entire population in America and
other countries do not understand financial decisions such as retirement planning or
investment, and especially those with low education levels living in America are quite
unsuccessful in retirement planning. Ates (2014), in his study on individual stock investors,
examined the relationship between behavioral tendencies and financial literacy that can be
affected by the financial decision-making process. Financial literacy levels and over-
optimism, verification, and representation tendencies were also significantly and positively
affected by this situation; it was determined that overconfidence, loss aversion, and framing
tendencies were significantly negatively affected by this situation. According to the results
obtained by Alkaya and Yagl (2015) in their survey study with 185 university students, it is
concluded that there is no significant relationship between the financial knowledge levels
and the department studied among the survey participant students. When looking at the issue
on a gender basis, it was concluded that men have high levels of finance knowledge, and
there is also a relationship between financial behavior and attitudes. In his study, Barmaki
(2015) evaluates the level of financial literacy among university students, the effects of this
level on financial behavior and attitudes, and the relationship between the explanatory
variables of financial literacy, behavior, and attitudes. In the question-based evaluations, first
of all, it is stated that the number of people who gave correct answers to the questions about
inflation information under the basic market information heading is twice as many as those
who gave wrong answers. It is stated that the student's knowledge level about simple interest
calculation is high, and slightly more than half of the questions regarding compound interest
calculation were answered correctly. The average financial literacy scores of students were
evaluated on a gender basis and it was seen that male students received higher scores than
female students. However, it is also stated that this difference is not statistically significant,
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in Barmaki (2015)’s paper. However, when we look at gender in the financial behavior
dimension, it is stated that women score higher than men and this situation is found to be
statistically significant. Inferences are also made regarding students' financial literacy,
financial behavior, and financial attitudes. It seems that the results obtained are supported by
the literature. Namely, it is stated that there is a positive relationship between the financial
literacy and attitude levels. Sezer and Demir (2015) conducted a study in which financial
literacy and behavioral finance were evaluated together. In this context, it is seen that
individuals invest in the data of their studies and choose their management as a survey. They
aimed to analyze the relationships between investors' level of cognitive abilities, financial
literacy, and illusions. When the results of the research are evaluated, it has been seen that
while the level of education and the level of awareness of investors in the areas they invest
in should be parallel, in this research these two variables do not move in parallel. An
important finding is that psychological illusions are not associated with financial literacy. On
the other hand, when the relationship between cognitive ability level and financial literacy
was tested, it was seen that investors with high cognitive abilities also had high financial
literacy levels. This result is also considered important in terms of emphasizing how
important the ability to think analytically is in investments. In Wagner's (2015) study, the
effects of these variables on each other are investigated by distinguishing based on education
and income level. The results obtained in parallel with the literature show that financial
education is effective in increasing financial literacy scores and has a positive effect. In
addition, as expected, financial education positively affects the subjects' ability to answer
correctly to individual questions asked to them. Moreover, when looking at individuals with
low income and education levels, it is seen that financial education creates greater positive
effects for these individuals. Tunca (2016) examined the relationship between financial
literacy and behavioral finance in his doctoral thesis, and as a result of the study, it was
determined that those with a high level of financial knowledge showed rational behavior. It
has been observed that individuals with high levels of financial literacy exhibit a risk-taking
attitude in case of loss and a risk-averse attitude in case of gain. Again, it has been determined
that those with lower levels of financial literacy and financial knowledge are more mistaken
in the concept of conservatism. Kadoya and Khan's study (2018), Japanese people have
slightly different savings understandings and investment behaviors compared to other
societies. Japanese people generally exhibit risk aversion, passivity, collectivism, and a lower
individualistic tendency. Such factors have an impact on financial literacy. Kiling and Kilig

(2018) administered a survey to investment experts of investment institutions operating in
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Turkey. As a result of the study, it was determined that the financial literacy levels of
investment experts were high and that there was a relationship between financial literacy and
behavioral biases. According to the results, it was concluded that as the financial literacy of
investment professionals increases, self-attribution bias decreases; It was determined that
cognitive dissonance, self-affirmation, and conservatism biases increased. In their study for
university students, Bongini and Cucinelli (2019) found that financially literate students have
broader knowledge about retirement funds and retirement investment funds and are more
optimistic about investing in retirement funds.

In this paper, based on the deficiency in the literature; as a result of investigating the
mediating effect of demographic factors on the relationship between individual investors'
financial literacy levels and behavioral finance tendencies; It is thought that the paper will
contribute to the literature.

3. Method

The research was applied to individual investors in Erzincan province. This research,
which aims to evaluate the relationship between behavioral finance tendencies and financial
literacy by examining the demographic characteristics and financial literacy levels of
investors, and to examine the mediating effect of demographic factors in this relationship,
was conducted in Erzincan / Center. The main population of the paper is 70,953 households
in Erzincan province (Turkish Statistical Institute, 2019), and a sample of 400 people is
determined with a 5% sampling error at a 5% significance level and a simple random
sampling method.

To obtain data for the paper, the online survey link prepared on the internet was sent to
the participants that determined by a simple random sampling method. 409 people responded
to the surveys administered between August 2021 and October 2021. There is no invalid
survey and all surveys have been evaluated. In this way, a sufficient sample size for the paper
was reached.

The survey form used in the paper consists of three parts. In the first part, there is a
demographic information form, which includes information about the gender and
demographic characteristics of the participants, as well as the amount allocated for
investment from monthly income, investment type, and number of investment instruments.
In the second part of the survey, the first 14 questions of the group were created to measure
the financial literacies of individual investors are; It was prepared by adapting the survey
used by the USA to determine the financial literacy of investors. The 15th question was
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developed by Lusardi and Mitchell (2006), the 16th question was developed by Rooij,
Lusardi, and Alessie (2011), the 17th question was developed by Lusardi and Tufano (2009),
and the last question, which is the 18th question, was developed by Agnew and Utkus (2005)
and was developed by Kiling and Kili¢. The Financial Literacy scale, whose reliability studies
were conducted (2018), was applied. In this paper, the KR-20 score of the test was determined
as 0.654, and the KR-21 score was 0.615 (Kiling and Kilig, 2018: 50).

The third part of the survey form includes the Behavioral Financial Attitude Scale
developed by Ellezoglu (2020) to evaluate behavioral financial attitudes. The scale used has
18 items of five-point Likert type. Cronbach Alpha coefficients are important in terms of the
reliability and scientific nature of the paper. The calculated Cronbach Alpha coefficient of
the scale, which consists of 6 dimensions: overconfidence, overoptimism, availability,
avoiding of regret, conservatism, and herd behavior, is 0.86; The calculated Cronbach Alpha
coefficients of the sub-dimensions are 0.71/0.66 / 0.65 / 0.69 / 0.60 and 0.65, respectively.
It can be stated that the scale is a reliable scale when the Cronbach Alpha value is
0.70<0<0.90 (Kilig, 2016: 47). Confirmatory factor analysis was applied to test the validity
of the scales and to determine the conformity of the data to these dimensions. It was observed
that the calculated fit index values of CMIN 2.244, RMSR 0.070, GFI 0.956, AGFI 0.859,
PGFI 0.673, PNFI 0.643, and RMSEA 0.053 provided acceptable values. Therefore, it can
be stated that the obtained data are suitable for the scale and its sub-dimensions (Ellezoglu,
2020: 78-79).

SPSS 21.0 package program was used to analyze the data in the paper. The scores
consisting of mean, standard deviation, skewness, and kurtosis values of the scale and
knowledge test scores are shown in the descriptive statistics table (Biiyiikoztiirk, 2011: 171).
Pearson Correlation Analysis was applied to analyze the relationship between behavioral
finance and financial literacy scores, Linear Regression Analysis was applied to determine
the effect of financial literacy on behavioral financial attitude, and Hierarchical Regression
Analysis was applied to determine the mediating effect of demographic variables in this
relationship.

The relationship between the likelihood of individual investors being influenced by
behavioral finance trends when making investment decisions in financial markets and their
financial literacy levels, and some demographic factors that may possibly affect this
relationship with a mediating effect, were examined in this paper. In this context, the research
model and hypotheses created in the paper are as follows in Figure 1:
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Figure 1: Research Model and Hypotheses

Behavioral Finance
Trends

OverConfidence

\
\ AvoidingRegret

Herd Behavior

Hi: There is a significant relationship between financial literacy (FL) level and behavioral
finance tendencies. (H1..": Financial literacy and sub-dimensions as over confidence, over
optimism, availability, avoiding regret, conservatism, herd behavior)

Hy: Demographic factors (DFs) affect the relationship between FL and behavioral finance
(mediating effect). (H.a: DFs are respectively as gender, marital status, age, educational
status, monthly income, the amount allocated from monthly income, the number of
investment instruments affect this relationship)

" a, denote sub-dimension numbersas 1, 2, 3,4, 5, 6, 7.
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Hs: DFs affect the relationship between FL and over confidence (mediating effect) (Hsa: DFs

respectively as the H., hypothesis affect this relationship)

Ha4: DFs affect the relationship between FL and over optimism (mediating effect) (Hsa: DFs

respectively as the Ha, hypothesis affect this relationship)

Hs: DFs affect the relationship between FL and availability (mediating effect) (Hsa: DFs

respectively as the H., hypothesis affect this relationship)

He: DFs affect the relationship between FL and avoiding regret (mediating effect) (Hea: DFs

respectively as the H., hypothesis affect this relationship)

H7: DFs affect the relationship between FL and conservatism (mediating effect) (Hz.: DFs

respectively as the Ha, hypothesis affect this relationship)

Hs: DFs affect the relationship between FL and herd behavior (mediating effect) (Hsa: DFs

respectively as the Ha, hypothesis affect this relationship)

4. Findings

Descriptive statistics of the variables have been analyzed first. Table 1 shows the

descriptive statistics of the behavioral finance scale and financial literacy knowledge test

scores.

Table 1: Descriptive Statistics of Variable Scores

Scale and Size N Min  Max X SD  Skewness Kurtosis
Over Confidence 409 1,00 5,00 2,65 0,83 0,02 0,05
Over Optimism 409 1,00 5,00 291 0,92 0,01 -0,07
Availability 409 1,00 5,00 3,17 0,80 -0,14 0,22
Avoiding Regret 409 1,00 5,00 3,18 0,82 -0,23 0,44
Conservatism 409 1,00 5,00 3,21 0,82 -0,19 0,19
Herd Behavior 409 1,00 5,00 3,08 0,82 -0,07 0,29
BEHAVIORAL FINANCE 409 1,00 4,72 3,03 0,58 -0,35 0,78
FINANCIAL LITERACY 409 0,00 1500 7,52 340 0,19 -0,73

According to Table 1, the behavioral finance scale score was determined as 3.0340.58.

Considering the lowest (1) and highest (5) scores that can be obtained from the scale, it can
be said that the behavioral finance attitude of the participants is in the "undecided"” range.
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The fact that the behavioral finance scale score is 3 points above the average shows that
individual investors in Erzincan are under the influence of these prejudices. The behavioral
finance attitudes with the highest scores were found to be conservatism (3.21+0.82),
avoidance of regret (3.18+0.82), and availability (3.17+0.80). According to Table 2, the
financial literacy knowledge test score was determined as 7.52+3.40. Considering the
minimum (0) and maximum (15) scores that can be obtained from the scale, it can be said
that the financial literacy of the participants is at a low-medium level.

Table 2 shows the Pearson correlation analysis results between financial literacy and
behavioral finance scores.

Table 2: Pearson Correlation Analysis

Variable N 2 3 4 5 6 7 8
1-Over Confidence 409 0,56** 0,25** 0,23** 0,30** 0,19** 0,61** 0,14**
2-Over Optimism 409 1 0,43** 0,31** 0,51** 0,40** 0,78** 0,19**
3-Availability 409 1 0,47** 0,54** 0,28** 0,71** 0,03
4-Avoiding Regret 409 1 0,39** 0,30** 0,64** 0,03
5-Conservatism 409 1 0,45** 0,77** 0,12*
6-Herd Behavior 409 1 0,63** -0,13**
7-BEHAVIORAL FINANCE 409 1 0,10*
8-FINANCIAL LITERACY 409 1

Note: *p<0,05 **p<0,01

According to Table 2; financial literacy score and overconfidence (r=0.14; p<0.01),
overoptimism (r=0.19; p<0.01), conservatism (r=0.12; p<0.05). It was determined that there
was a significant positive relationship between subscale scores and behavioral finance scale
scores (r=0.10; p<0.05). A significant negative relationship (r=-0.13; p<0.01) was detected
between financial literacy score and herding behavior. It was found that there was no
significant relationship between financial literacy and availability and avoiding regret
(p>0.05). Therefore, hypotheses Hi1, Hiz His ve Hig were accepted; His ve His were
rejected.

Table 3 presents the findings of the model tests regarding the relationship between the
behavioral finance scale and the financial literacy scale and the mediating role of some
demographic variables in this relationship.
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Table 3: Hierarchical Regression Analysis of Financial Literacy and Behavioral Finance

Independent B SHB B T D Tolerance VIF
Variables
_ Constant 2,907 0,069 41,993 0,001
(5]
g Financial literacy 0,017 0,008 0,098 1,980 0,048 1,000 1,000
« R=0,098 R?=0,010F(140=3,922  p=0,048
Constant 2,556 0,135 18,941 0,001
Finansal literacy  -0,007 0,010 -0,043 -0,745 0,457 0,649 1,540
Gender -0,008 0,060 -0,007 -0,136 0,892 0,838 1,193
Marital status -0,131 0,072 -0,097 -1,835 0,067 0,775 1,290
Age 0,036 0,024 0,087 1516 0,130 0,666 1,501
Education status 0,062 0,027 0,121 2,254 0,025* 0,765 1,308
Monthly income  -0,036 0,032 -0,079 -1,131 0,259 0,447 2,238
Allocated fo
. r0,129 0,027 0,309 4,694 0,001* 0,504 1,983
investment
Num. of investment
. 0,023 0,034 0,040 0,679 0,497 0,618 1,618
< _instrument
=]
§ R=0,354 R?=0,126F(8400)=7,182 p=0,001 R? Difference=0,116 F Change(aoo) = 7,585
~i p=0,001

Note: *Variables that indicate the mediating effect

In the first stage of the analysis, the results of which are presented in Table 3, the effect
of the independent variable of the paper, financial literacy, on the dependent variable,
behavioral finance, was investigated. The first model established here was found to be
significant (F(1.407=3,92; p<0,05), and the financial literacy variable explains approximately
1% (R?=0,01) of the change in behavioral finance attitude. According to the first model, it
was determined that the financial literacy variable had a positive and significant effect on
behavioral finance attitude (=0.10; t=1.98; p<0.05). According to this finding; The increase
in financial literacy also causes behavioral finance attitudes to increase. Therefore, the Hi
hypothesis was accepted.

The second model, which included demographic factors, and the amount allocated from
monthly income for investment and the number of investment instruments, was significant
(Fs:400=7.18; p<0.05); It can be seen that there are no multicollinearity and autocorrelation
problems among the independent variables (Tolerance>0.20; VIF<10). The explanation rate
of the change in behavioral finance attitudes by including demographic variables in the model
was determined to be approximately 13% (R? = 0.126). In the second model, it was
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determined that the variance difference explained by adding demographic variables to the
model was approximately 12% (AR?=0.116) and this difference was significant (F change.
512=7.18; p<0.05). Therefore, it can be stated that some demographic variables have a
mediating role and a mediating effect in the relationship between financial literacy and
behavioral finance attitude. According to these findings; the H, hypothesis was accepted. It
was seen that some demographic factors had a mediating effect on the relationship between
financial literacy and behavioral finance. When Model 2 was examined, education level
(B=0.12; t=2.25; p<0.05) and the amount allocated from monthly income for investment
(B=0, 31; t=4.69; p<0.05) variables appear to have a positive and significant effect on the
relationship between behavioral finance and financial literacy. Additionally, it can be stated
that gender, marital status, age, monthly income, and number of investment instruments do
not have a mediating effect. According to these findings; Hypotheses H.4 and Hz¢ were
accepted; Hypotheses H..1, Ha22, Ha3 and Ha s were rejected.

Table 4 presents the findings and hypothesis results of the model tests regarding the
relationship between financial literacy and overconfidence and the mediating role of some
demographic variables in this relationship.

Table 4: Hierarchical Regression Analysis of Financial Literacy and Overconfidence

Independent SHB B T P Tolerance VIF
Variables
T  Constant 2,384 0,098 24,233 0,001
§ Financial literacy 0,035 0,012 0,144 2,933 0,004 1,000 1,000
— R=0,144 R?=0,021 F(407)=8,601 p=0,004
Constant 2,664 0,197 13,503 0,001
Financial literacy 0,042 0,014 0,171 2,889 0,004 0,649 1,540
Gender 0,007 0,088 0,004 0,082 0,934 0,838 1,193
Marital status -0,314 0,105 -0,163  -3,001 0,003* 0,775 1,290
Age -0,045 0,035 -0,075  -1,288 0,198 0,666 1,501
Education status -0,104 0,040 -0,141  -2,588 0,010* 0,765 1,308
Monthly income 0,090 0,047 0,137 1,909 0,057 0,447 2,238
Allocated —for ooy g0s0 0119 1767 0078 0504 1,983
investment
Num. of
investment -0,026 0,050 -0,032  -0,519 0,604 0,618 1,618
g instrument
§ R=0,292 R?=0,085 F (8400=4,656 p=0,001
i R?Difference =0,064 F change (z; 400 = 4,028 p=0,001

Note: * Variables that indicate the mediating effect
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In the first stage of the analysis in Table 4, the effect of the independent variable of the
paper, financial literacy, on the dependent variable overconfidence was investigated. The first
model established was found to be significant (F (1407=8.60; p<0.05), and the financial
literacy variable explains approximately 2% (R?=0.02) of the change in overconfidence
attitude. According to the first model, it was determined that the financial literacy variable
had a significant positive effect on overconfidence attitude (B=0.14; t=2.93; p<0.05).
Accordingly, hypothesis Hi1 was accepted. There is a significant relationship between the
financial literacy level of the participants and the overconfidence sub-dimension which
supports the Pearson Correlation analysis in Table 3. The increase in financial literacy also
causes an increase in overconfidence attitudes.

The second model, in which demographic factors, amount allocated from monthly income
for investment and number of investment instruments were added, was found to be significant
(F (8:400=4.66; p<0.05); among the independent variables Findings that there were no
multicollinearity and autocorrelation problems (Tolerance>0.20; VIF<10) were obtained.
The explanation rate of the change in overconfidence attitude by including demographic
variables in the model was determined to be approximately 8% (R? = 0.085). According to
this; Hs hypothesis was accepted. It was observed that some demographic factors of the
participants had a mediating effect on the relationship between financial literacy and
overconfidence. In the second model, it was observed that the difference in variance
explained by adding demographic variables to the model was 6% (AR?=0.064) and
significant (FA (7; 400=4.03; p<0.05). Therefore, only marital status and educational status
factors have a mediating role in the relationship between financial literacy and
overconfidence attitude. When Model 2 is examined, marital status ($=-0.16; t=-3.00;
p<0.05) and educational status (f=-0.14; t=-2.59; p<0.05). It is seen that the variables have a
negative and significant mediating effect on the relationship between financial literacy and
overconfidence. According to these findings; Hypotheses Hs» and Hs4 were accepted,;
Hypotheses Hs 1, Hs3, Has, Hss and Hs 7 were rejected.

Table 5 presents the findings and hypothesis results of the model tests regarding the
relationship between financial literacy and over optimism and the mediating role of some
demographic variables in this relationship.
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Table 5: Hierarchical Regression Analysis of Financial Literacy and Over Optimism

Independent Variables B SHB B T P Tolerance VIF
g Constant 2,529 0,108 23,345 0,001
§ Financial literacy 0,050 0,013 0,186 3,810 0,001 1,000 1,000
— R=0,168 R?=0,034 F407=14,513 p=0,001
Constant 2,356 0,211 11,162 0,001
Financial literacy 0,032 0,015 0,119 2,081 0,038 0,649 1,540
Gender -0,035 0,094 -0,019 -0,374 0,709 0,838 1,193
Marital status -0,315 0,112 -0,147 -2,809 0,005* 0,775 1,290
Age -0,015 0,037 -0,022 -0,395 0,693 0,666 1,501
Education status 0,030 0,043 0,036 0,687 0,493 0,765 1,308
Monthly income 0,020 0,050 0,027 0,392 0,695 0,447 2,238
Allocated for investment 0,204 0,043 0,309 4,759 0,001* 0,504 1,983
3z Num. of investment instrument -0,049 0,053 -0,054 -0,922 0,357 0,618 1,618
§ R=0,385 R?=0,149 F (8400)=8,725 p=0,001
o~i R?Difference =0,114 F change (7;400) = 7,661 p=0,001

Note: * Variables that indicate the mediating effect

In the first stage of the analysis in Table 5, the effect of the independent variable of the
paper, financial literacy, on the dependent variable, excessive optimism, was investigated.
The first model established was found to be significant (F (1,40n=14.51; p<0.05), and the
financial literacy variable explains approximately 3% of the change in over-optimism attitude
(R?=0.034). According to the first model, it was determined that the financial literacy variable
had a significant positive effect on overoptimism attitude (f=0.19; t=3.81; p<0.05). There is
a significant relationship between the financial literacy level of the participants and the over-
optimism sub-dimension. According to this finding, the Hi, hypothesis was accepted and
supports the Pearson Correlation analysis in Table 2. The increase in financial literacy also
causes an increase in excessive optimism.

The second model, in which demographic factors, the amount allocated from monthly
income for investment and the number of investment instruments were added, was found to
be significant (F (s.00=8.72; p<0.05); It was determined that no multicollinearity or
autocorrelation problems were observed among the independent variables (Tolerance>0.20;
VIF<10). The explanation rate of the change in overoptimistic attitude by including
demographic variables in the model was determined to be approximately 15% (R? = 0.145).
In the second model, it was determined that the difference in variance explained by adding
demographic variables to the model was 11% (AR?=0.114) and significant (FA; 100)=7.66;
p<0.05). Therefore, some demographic variables have a mediating role in the relationship
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between financial literacy and over-optimism attitudes. According to this; Hypothesis H4
was accepted. When Model 2 was examined, it was determined that the marital status (B=-
0.15; t=-2.81; p<0.05) variable had a negative and significant effect on the relationship
between financial literacy and excessive optimism. It is seen that the variable amount
allocated for investment (=0.309; t=4.759; p<0.05) has a positive and significant effect on
the relationship between financial literacy and excessive optimism. According to these
findings; Hypotheses Ha, and Ha s were accepted; Hypotheses Ha1, Has, Haa, Has and Haz

were rejected.

role of some demographic variables in this relationship.

Table 6: Hierarchical Regression Analysis of Financial Literacy and Availability

Table 6 presents the findings and hypothesis results of the model tests conducted
regarding the relationship between financial literacy and availability scores and the mediating

{?:ﬁg:,?eiem SHB B T P Tolerance VIF
Constant 3,108 0,096 32,267 0,001

3 Financial literacy 0,008 0,012 0,033 0,668 0,505 1,000 1,000

2 Re0033 R?=0,001 F(07=0,446 p=0,505

- Constant 2,267 0,186 12,214 0,001
Financial literacy -0,039 0,014  -0,164 -2,844 0005 0,649 1540
Gender 0048 0082 0029 0577 0564 0838 1,103
Marital status ~ -0,033 0,098  -0,018 -0332 0740 0775 1,200
Age 0091 0033 0158 2779  0006* 0,666 1,501
Education status 0,184 0,038 0,258 4,866  0,001* 0,765 1,308
Monthly income -0,111 0,044  -0175 -2521  0012% 0447 2,238
ﬁ'\:ggf;eedm oroiss 0038 0275 4204  0001* 0504 1983
Num. of
investment 0069 0047 0087 1468 0143 0618 1618
instrument

T R=0372 R2=0138 Fe00=8,017 p=0,001

% R? Difference =0,137 F change (7; 400) = 9,090 p=0,001

Note: * Variables that indicate the mediating effect
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In the first stage of the analysis in Table 6, the effect of the independent variable of the
paper, financial literacy, on the dependent variable, availability, was investigated. It was
determined that the first model established was not appropriate (F (1,407=0.45; p>0.05) and
the financial literacy variable could not explain the change in availability attitude (R?=0.001).
According to the first model, it was determined that the financial literacy variable did not
have a significant effect on the availability attitude (p>0.05). According to this finding, the
H1.3 hypothesis was rejected and supports the Pearson Correlation analysis in Table 2. There
is no significant relationship between the financial literacy level of the participants and the
availability sub-dimension.

The second model, in which demographic factors, amount allocated from monthly income
for investment, and number of investment instruments were added, was found to be
significant (F (s:400=8.02; p<0.05); among the independent variables It was determined that
there were no multicollinearity and autocorrelation problems (Tolerance>0.20; VIF<10). The
explanation rate of the change in presence attitude by including demographic variables in the
model was determined to be approximately 14% (R? = 0.138). In the second model, it was
determined that the variance difference explained by adding demographic variables to the
model was 14% (AR?=0.137) and significant (FA; 400=9.09; p<0.05).

Demographic factors influence the relationship between financial literacy and availability
attitude. In other words, some demographic variables have a mediating role in the relationship
between financial literacy and availability attitude. According to this; the Hs hypothesis was
accepted. When Model 2 was examined, it was determined that financial literacy, which
alone does not affect availability attitude, had a significant negative effect through
demographic variables (=-0.16; t=-2.84; p<0.05). It was determined that monthly income
(B=-0.17; t=-2.52; p<0.05) had a negative and significant effect on the relationship between
financial literacy and availability. Age groups (B=0.16; t=2.78; p<0.05), education level
(B=0.26; t=4.87; p<0.05) and amount allocated from monthly income (B =0.27; t=4.20;
p<0.05) variables have a positive and significant effect on the relationship between financial
literacy and availability. According to these findings; Hypotheses Hs 3, Hs4, Hss, and Hsg
were accepted; Hypotheses Hs 1, Hs > and Hs 7 were rejected.

Table 7 presents the findings and hypothesis results of the model tests regarding the
relationship between financial literacy and avoiding regret scores and the mediating role of
some demographic variables in this relationship.
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Table 7: Hierarchical Regression Analysis of Financial Literacy and Avoiding Regret

Independent
. SHB B T p Tolerance VIF
Variables
_ Constant 3,114 0,099 31,506 0,001
% Financial literacy 0,008 0,012 0,035 0,703 0,483 1,000 1,000
f R=0,035 R2=0,001 F(n=0,494 p=0,483
Constant 2,879 0,201 14,302 0,001
Financial literacy -0,016 0,015 -0,067  -1,092 0,275 0,649 1,540
Gender -0,151 0,089 -0,091  -1,693 0,091 0,838 1,193
Marital status -0,083 0,107 -0,043  -0,776 0,438 0,775 1,290
Age 0,049 0,035 0,083 1,383 0,167 0,666 1,501
Education status 0,055 0,041 0,075 1,334 0,183 0,765 1,308
Monthly income  -0,046 0,048 -0,071  -0,968 0,334 0,447 2,238
Allocated for o he7 0041 0096 1387 0166 0504 1983
investment
Num. of
investment 0,077 0,051 0,095 1,525 0,128 0,618 1,618
< _instrument
é R=0,192  R2=0,037 F@00=1,920 p=0,056
i R?Difference =0,036 F change (7; 400 = 2,123 p=0,040

Note: * Variables that indicate the mediating effect

In the first stage of the analysis in Table 7, the effect of the independent variable of the
paper, financial literacy, on the dependent variable, avoiding regret, was investigated. It was
determined that the first model established was not appropriate (F (1;407)=0.49; p>0.05) and
the financial literacy variable could not explain the change in the attitude of avoiding regret
(R2=0.001). According to the first model, it was observed that the financial literacy variable
did not have a significant effect on the attitude of avoiding regret (p>0.05). According to this
finding, the H1.4 hypothesis was rejected and this finding supports the Pearson Correlation
analysis in Table 2.

It was determined that the second model, which included demographic factors, the
amount allocated for investment from monthly income, and the number of investment
instruments, was not valid (p>0.05). In other words, demographic variables do not have a
mediating role in the relationship between financial literacy and regret avoidance attitude.
According to this finding, H6 was rejected. When Model 2 is examined; It appears that any
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of the demographic variables included in the model do not have a single role in the
relationship between financial literacy and regret avoidance behavior. According to these
findings; Hypotheses He 1, He.2, He.3, He 4, He5, He.s and He.7 Were rejected.

Table 8 presents the findings and hypothesis results of the model tests regarding the
relationship between financial literacy and conservatism scores and the mediating role of
some demographic variables in this relationship.

Table 8: Hierarchical Regression Analysis of Financial Literacy and Conservatism

Independent
Variables SHB B T P Tolerance VIF
_ Constant 2,991 0,098 30,391 0,001
é Financial literacy 0,029 0,012 0,121 2,466 0,014 1,000 1,000
- R=0,121 R?=0,015 F(407)=6,083 p=0,014
Constant 1,997 0,185 10,806 0,001
Financial literacy -0,024 0,014 -0,098 -1,753 0,080 0,649 1,540
Gender 0,077 0,082 0,046 0,934 0,351 0,838 1,193
Marital status 0,200 0,098 0,104 2,035 0,042* 0,775 1,290
Age 0,079 0,033 0,133 2,421 0,016* 0,666 1,501
Education status 0,211 0,038 0,287 5,598 0,001* 0,765 1,308
Monthly income -0,161 0,044 -0,245  -3,654 0,001* 0,447 2,238
Allocated for
investment 0,219 0,038 0,369 5,837 0,001* 0,504 1,983
Num. of
investment 0,058 0,047 0,072 1,254 0,211 0,618 1,618
_instrument
'é R=0,439 R2=0,193 F(sa00=11,963 p=0,001
«i R?Difference =0,178 F change (7,400 = 12,630 p=0,001

Note: * Variables that indicate the mediating effect

In the first stage of the analysis in Table 8, the effect of the independent variable of the
paper, financial literacy, on the dependent variable, conservatism, was investigated. The first
model established was found to be significant (F (1.407=6.08; p<0.05), and the financial
literacy variable explains approximately 1% (R?=0.015) of the change in conservatism
attitude. According to the first model, it was determined that the financial literacy variable
had a significant positive effect on conservatism attitude (f=0.12; t=2.47; p<0.05). According
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to this finding, the His hypothesis was accepted and this finding supports the Pearson
Correlation analysis in Table 2. The increase in the level of financial literacy also causes an
increase in the attitude of conservatism.

The second model, in which demographic factors the amount allocated from monthly
income for investment and the number of investment instruments were added, was found to
be significant (F (s.400=11.96; p<0.05); It was determined that there were no multicollinearity
and autocorrelation problems among the independent variables (Tolerance>0.20; VIF<10).
By adding demographic variables to the model, it was determined that the explanation rate
for the change in conservatism attitude was approximately 19% (R? = 0.193). In the second
model, it was determined that the difference in variance explained by adding demographic
variables to the model was 18% (AR?=0.178) and significant (FAq: 100=12.63; p<0.05).
Therefore, some demographic variables have a mediating role in the relationship between
financial literacy and conservatism attitudes. According to this finding; Hypothesis H7 was
accepted. When Model 2 is examined; marital status (f=0.10; t=2.04; p<0.05), age groups
(B=0.13; t=2.42; p<0.05), educational status (f=0 .29; t=5.60; p<0.05), amount allocated
from monthly income (=0.37; t=5.84; p<0.05) have a significant and positive effect on the
relationship between financial literacy and conservatism. is; It is seen that the monthly
income (f=-0.24; t=-3.65; p<0.05) variable has a negative and significant effect on the
relationship between financial literacy and conservatism. According to these findings;
Hypotheses Hrzs, Hz4, Hzs and Hze were accepted; Hypotheses Hz1, Hz2 and H;7 were
rejected.

Table 9 presents the findings and hypothesis results of the model tests regarding the
relationship between financial literacy and herd behavior scores and the mediating role of
some demographic variables in this relationship.
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Table 9: Hierarchical Regression Analysis of Financial Literacy and Herd Behaviour

Independent

. SHB B T P Tolerance VIF
Variables
= Constant 3,313 0,097 34,029 0,001
§ Financial literacy -0,031 0,012 -0,129  -2,622 0,009 1,000 1,000
< R=0,129 R?=0,017 F(407=6,875 p=0,009
Constant 3,171 0,199 15,949 0,001
Financial literacy -0,040 0,015 -0,165 -2,718 0,007 0,649 1,540
Gender 0,006 0,088 0,004 0,068 0,946 0,838 1,193
Marital status -0,244 0,105 -0,128  -2,309 0,021* 0,775 1,290
Age 0,057 0,035 0,097 1,625 0,105 0,666 1,501
Education status  -0,003 0,040  -0,004 -0,080 0,936 0,765 1,308
Monthly income -0,009 0,047 -0,014 -0,188 0,851 0,447 2,238
Allocated for
. 0,063 0,040 0,107 1,551 0,122 0,504 1,983
investment
Num. of
investment 0,000 0,050 0,011 0,179 0,858 0,618 1,618
= instrument
'§ R=0,218  R2=0,047 F (s400=2,488 p=0,012
i R?Difference=0,031 F change (7;400) = 3,847 p=0,001

Note: * Variables that indicate the mediating effect

In the first stage of the analysis in Table 9, the effect of the independent variable of the
paper, financial literacy, on the dependent variable herd behavior was investigated. The first
model established was found to be significant (F (1.407=6.87; p<0.05), and the financial
literacy variable explains approximately 2% (R?=0.017) of the change in herd behavior
attitude. According to the first model, it was determined that the financial literacy variable
had a significant negative effect on herding behavior attitude (=-0.13; t=-2.62; p<0.05). In
this direction; The Hig hypothesis was accepted and this finding supports the Pearson
Correlation analysis in Table 2. The increase in the financial literacy levels of the participants
causes the herd behavior attitudes to decrease.

The second model, in which demographic factors, the amount allocated from monthly
income for investment and the number of investment instruments were added, was found to
be significant (F (g,400=2.49; p<0.05); It was determined that there was no multicollinearity
or autocorrelation problem among the independent variables (Tolerance>0.20; VIF<10). The
explanation rate of the change in herd behavior by including demographic variables in the
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model was determined to be approximately 5% (R? = 0.047). According to this; Hypothesis
Hg was accepted. It was observed that the demographic factors of the participants had a partial
mediating effect on the relationship between financial literacy and herding behavior attitude.
In the second model, it can be stated that the difference in variance explained by adding
demographic variables to the model is significant at the 3% level (AR?=0.031). It has been
proven that the resulting intermediary model is meaningful. (FA(7; 200=3.847; p<0.05) It was
seen that only marital status was included as a mediating variable in the model. It was
determined that only marital status, one of the demographic variables included in the model,
had a mediating role in the relationship between financial literacy and herd behavior attitude,
and this effect was in the form of a mediator. In line with the findings; Hypothesis Hg, was
accepted; Hypotheses Hg.1, Hs3, Hs.4, Has, Has and Hg 7 were rejected.

When all models are examined; It has been observed that some demographic factors have
a mediating effect on the financial literacy and behavioral finance relationship. When
examined in general, in the context of sub-dimensions and the main dimension, gender,
marital status, education level, the amount they allocate from their monthly income for
investment, and age are included as mediator variables in different models. In summary,
although it can be stated that the behavioral finance tendencies of individual investors in
Erzincan are partially affected by the financial literacy levels; and the participants' gender,
age, marital status, education level, and amount they allocate from their monthly income for
investment indirectly affect behavioral finance tendencies in this relationship. The mediation
effect was either increasing or decreasing in the established models, but it can be stated that
this effect was not significant in the sub-dimensions of avoiding regret and conservatism.

5. Conclusion

A three-stage evaluation was made for the relationship between financial literacy and
behavioral finance tendencies, which constitute the main hypothesis of this paper. First, the
relationship between financial literacy and behavioral finance scale total and subscale scores
was examined with Pearson correlation analysis. There is a positive and significant
relationship between financial literacy and behavioral finance tendencies of overconfidence,
overoptimism, and conservatism; There is a negative and significant relationship between
financial literacy and herding behavior; It was found that there was no significant relationship
between financial literacy and availability and regret avoidance.
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In the second stage, regression analysis was carried out on the effect of financial literacy
on behavioral finance tendencies, and it was found that although financial literacy explained
the change in behavioral finance tendencies, the explanation rate was quite low. The paper
also found that financial literacy has a significant effect on overconfidence, overoptimism,
conservatism, and herd behavior; It was found that it did not have a significant effect on
presence and regret avoidance. It has been determined that these findings support the results
of Pearson Correlation analysis.

In the third stage, the effects of demographic factors, the amount allocated for investment
from monthly income and the number of investment instruments on the relationship between
financial literacy and behavioral finance tendencies were examined and it was determined
that the explanatory power of behavioral finance tendencies reached 13%. In other words,
financial literacy can explain behavioral finance trends at a very low level, but it can be stated
that financial literacy can better explain the change in behavioral finance attitudes due to the
effect of education level and the amount allocated from monthly income. Therefore; It has
been determined that education level and the amount allocated for investment from monthly
income have a mediating effect (mediating role) in this relationship.

In the fourth stage, the effects of demographic factors, the amount allocated for
investment from monthly income and the number of investment instruments on the
relationships between financial literacy and the sub-dimensions of behavioral finance
tendencies were examined. According to the findings: Marital status and educational status
have a significant role in the relationship between financial literacy and overconfidence; In
the relationship between financial literacy and excessive optimism, the amount allocated for
investment from marital status and monthly income; In the relationship between financial
literacy and availability, age, education level, monthly income and the amount allocated from
monthly income for investment; In the relationship between financial literacy and
conservatism, age, education level, monthly income and the amount allocated from monthly
income for investment; It has been determined that marital status has a mediating effect on
the relationship between financial literacy and herding behavior. No mediating effect of
demographic variables was found in the relationship between financial literacy and regret
avoidance.

In his study on individual stock investors, Ates (2014) found that as the level of financial
literacy increases, the levels of confirmation, representativeness and overoptimism biases
increase, and the levels of framing, loss aversion and overconfidence biases decrease. In their
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paper applied to investment professionals, Kiling and Kili¢ (2018) determined that a high
financial literacy levels reduces only self-attribution, which is a behavioral finance biases. It
has been found that it also increases tendencies towards conservatism, self-affirmation, and
cognitive dissonance. Erbas and Yildirnm (2021) determined that there is a negative
relationship between herd behavior and loss avoidance and financial literacy and a positive
relationship between overconfidence and only advanced financial literacy. Simgek, Hithit,
and Simsek (2021) concluded that spending and saving attitudes and behaviors are positively
related to financial literacy. Ozdemir, Bengii, Bulut, and Celik (2021) found in their studies
with academic staff that there was a low level of relationship between financial literacy and
financial attitude. The results of the analysis applied to determine the relationships between
the financial literacy level of individual investors and behavioral finance biases, which is the
main purpose of the study, showed that there is a significant but weak relationship between
the financial literacy level of individual investors and behavioral finance biases and errors. It
was concluded that although the level of financial literacy increased, behavioral biases could
not be prevented. The findings obtained from this paper are parallel to the findings in the
literature; Results have been obtained that financial attitudes and behaviors are related to
financial literacy and that individuals generally exhibit financial attitudes and behaviors in
line with their financial literacy. Considering the sub-dimensions of behavioral finance; an
increase in the level of financial literacy reduces herd behavior but increases overconfidence,
overoptimism, and conservatism behaviors.

The paper concluded that some demographic factors play a mediating role in the
relationship between individual investors' financial literacy and behavioral finance
tendencies and sub-dimensions, strengthening this relationship. The paper differs from its
counterparts in the literature by investigating the mediating effect of demographic factors in
this relationship and the findings obtained accordingly. In line with the results obtained from
the paper, it was observed that individual investors in Erzincan province have low-medium
level financial literacy and this situation leads to behavioral finance prejudices. It is thought
that this paper can play a motivating role in increasing the financial literacy levels and
awareness of behavioral finance for individual investors, which will provide them with
maximum benefit in their investment decisions. Different financial literacy and behavioral
finance scales can be used in future studies. In addition, the paper can be made more
comprehensive by examining it according to regions in Turkey and a geographically
comparative analysis can be made.
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