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Abstract 

 

The purpose of this study is to prove empirically whether the technical factors 

represented by stock price indicators, trading volume and market capitalization have an 

influence on investor psychology. In addition, it is also to determine the effect of investor 

psychology on the behavior of stock investment. The number of data samples in this study 

that is as many as 108 respondents from the population of investors who have been 

chosen as the object of research. The sampling technique in this study is random 

sampling. The use of the technique is due to the population that is unknown to the 

researcher. Testing the hypothesis is tested by structural equation modeling. The results 

showed that stock prices, trading volume and market capitalization have a significant 

influence on investor psychology, and investor psychology is known to have a significant 

effect on stock investment behavior.  

Keywords: Stock Price, Trading Volume, Market Capitalization, Investor Psychology and 

Behavior of Stock Investments 

 

1. INTRODUCTION 
 
Investment is the placement of 

money or funds in the hope of obtaining 
economic benefits in the future. The 
purpose of investing is to make a profit. 
Investments can be made not only in the 
real sector but also in the financial sector 
in the form of purchasing securities such 
as Bank Indonesia Certificates, bonds 
and shares. Purchasing securities such as 
stocks can be done in the capital market. 
Capital markets carry out two functions 
at once, economic functions and 
financial functions. Economic function 
because the market provides facilities or 
vehicles that bring together two 
interests, namely those who have excess 
funds (investors) and those who need 
funds (issuers). Financial function 

because the capital market provides the 
possibility and opportunity to get a 
return for the owner of the fund 
according to the characteristics of the 
chosen investment. Every investor has a 
different way of choosing an analytical 
method to consider choosing an 
investment decision in selling or buying 
shares. There are two kinds of analytical 
methods, namely fundamental analysis 
and technical analysis. 

In the development of modern 
investment, investment decisions seem 
to rely more on technical analysis than 
fundamental analysis. 

According to Meyers (1994), this 
occurs because securities price 
movements are no longer random but 
rather and form certain patterns that can 
be identified. But this is actually a 
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decision choice for an investor. This 
technical analysis aims to quickly find 
price trends, estimate the likelihood of 
time and distance of the trend and 
choose the most profitable time to enter 
and exit the market. With this, investors 
who are always on standby will observe 
any price movements so that they have 
the chance to gain profits when prices 
rise or fall. However, along with the 
development of time there is a shift in 
the tendency of investors to determine 
investment decisions based on aspects of 

psychology that can affect investor 
behavior. Psychological factors of 
investors can have a big influence not 
only in determining the type of 
investment to be chosen, but also in the 
subsequent attitudes in responding to 
various events. The value, all of that will 
have an effect on investment returns. 
Psychological factors should be 
understood by all investors so that at 
least whatever is done is a conscious 
choice. Not an unconscious attitude. 

 
 

2. LITERATURE REVIEW 
 

2.1. Technical Analysis 
Technical analysis is a method of 

evaluating stocks, commodities or other 
securities by analyzing statistics 
produced by market activity in the past 
in order to predict future price 
movements (Edianto, 2011). 

 
2.2 Stock Price 

The stock price is the price of a 
stock at a certain time determined by 
market participants and by the demand 
and supply of the shares in question in 
the capital market. At certain times it 
means that at any time the stock price 
can change. 

 
2.3 Trading Volume 

Trading volume is the amount of 
volume of shares traded. Trading 
volume indicates convenience in trading 
these shares. Changes in stock trading 
volume on the capital market show stock 
trading activities on the stock exchange 
and reflect investors' investment 
decisions. 

 
 

2.4 Capitalization Market 
Fakhruddin (2008) defines market 

capitalization as the value of the amount 
of public companies that have listed 
their shares on the stock exchange. In 

general, large capitalized shares are the 
target of investors for long-term 
investment because of the company's 
amazing growth potential in addition to 
dividend distribution and relatively low 
risk exposure. 

 
2.5 Investor Psychology 

Investor psychology is an 
atmosphere or something within oneself 
that is felt when making transactions on 
the stock market, investor psychology is 
the most important thing in investing. 

 
2.6 Investment Behavior 

Investment behavior is defined as 
how investors decide, explain, analyze 
and review procedures for decision 
making, which include investment 
psychology, information gathering, 
defining and understanding, researching 
and analyzing. This whole process is 
referred to as "Investment Behavior" 
(Slovic, 1972; Alfredo and Vicente, 
2010). 
 
 
3 RESEARCH METHOD 

 
The sampling technique used is 

simple random sampling. Simple 
random sampling according to Sugiyono 
(2001) is stated to be simple because 
sampling of population members is done 
randomly regardless of the strata that 



Economics and Accounting Journal 
Vol. 2, No. 1, January 2019 

28 

 

exist in that population. The number of 
data samples in this study that is as 
many as 108 respondents from the 
population of investors who have been 
chosen as the object of research. 

In this sub-section, the definitions of 
each variable are used in the research, 
namely: variable stock prices, trading 
volume variables, market capitalization 
variables, investor psychology variables 
and investment behavior variables. 
Details about each variable used in this 
study are: 
1. Exogenous Variables: Stock Prices, 

Trading Volume and Market 
Capitalization. 

2. Intervening Variables: Investor 
Psychology. 

3. Endogenous Variables: Investment 
Behavior 
 

All variables in this study were 
obtained through primary data collection 
using a questionnaire distributed through 
Google doc to investors who were the 
object of this research. 

 

4 RESULTS AND DISCUSSION 
4.1 Test of Reliability and Validity 

Reliability test is done by calculating 
Cronbach alpha from each item in a 
variable. An instrument in a variable is 
said to be reliable, if it has a Cronbach 
alpha greater than 0.6, while Cronbach 
alpha in this study are as follows: 
technical factors amounting to 0.773, 
investor psychology is 0.774 and 
investment behavior is 0.824. With the 
results of these tests it can be concluded, 
that the instruments used in the study are 
reliable. 

Validity test is done by calculating 
cronbach alpha from each item in a 
variable. An instrument in a variable is 
said to be valid, if it has cronbach alpha 
greater than the r-table value is 0.361, 
while cronbach alpha in this study is as 
follows: technical factors amounting to 

0.448, investor psychology at 0.447 and 
investment behavior at 0.549. With the 
results of these tests it can be concluded, 
that all statements have been declared 
valid. Therefore, question items from the 
set of variables can be used as 
instruments for data collection. 

 
4.2 Normality Test 

Data that is normally distributed is 
indicated by the value c.r. (critical ratio) 
per indicator and multivariate between -
2.58 to +2.58 and vice versa if the data 
is not normal. The test results show that 
the multivariate value is 2.526 so that it 
can be said that the data is normally 
distributed. 

 
4.3 Measurement Model 

The measurement model aims to test 
how precisely the indicator variables can 
explain the factors that exist. The test 
was carried out by measuring 
convergent validity of factors with their 
indicators through confirmatory factor 
analysis. After the model is known to be 
valid, the process is then followed by a 
test of goodness of fit. The following are 
presented by AMOS processing results 
for confirmatory factor analysis on each 
factor and its indicators: 

Testing for confirmatory factor 
analysis explains that all indicators show 
numbers above the criteria of 0.07 so 
that the data can be said to be valid. 
After the convergent validity of all 
variables is known, the next step is to 
assess the model's goodness of fit. 

 
4.4 Testing the Overall Goodness of 
Fit 

The testing of goodness of fit in the 
overall model aims to determine the 
level of compatibility between the 
sample covariance matrix and the 
population covariance matrix. The test 
results were measured through several 
measurement indices namely Chi-
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Square, Probability, RMSEA, GFI, 
AGFI, TLI, and CFI. The following is a 

table which is the result of testing the 
overall goodness of fit model: 

 
 

 

 

 

Figure 1. Goodness of Fit Research Model 

 

Table 1 . Goodness of Fit Structural Model Testing Results 

Criteria Result Cut of Value Model 

Assessment 

Chi-Square 2089,999 It is expected to be smaller 
Good 

Probability 0.000 ≥ 0,05 
Marginal 

RMSEA 
0.167 ≤ 0,08 

Marginal 

GFI 0,536 ≥ 0,90 Marginal 

AGFI 0,474 ≥ 0,90 
Marginal 

TLI 
0,330 ≥ 0,95 

Marginal 

CFI    0,373 ≥ 0,94 
Marginal 

Source: AMOS Processed Products Ver. 22 
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The calculation result of Chi-square is 
equal to 2089,999. It can be said to be 
good because it fulfills the multivariate 
normality assumption. While the value 
of RMSEA based on the above table is 
equal to 0.167, the value is above the 
range of values ≥ 0.08. Then for the GFI 
value of 0.536, the AGFI value is 0.474, 
the TLI value is 0.330 and the CFI value 
of 0.373 is still below the cut-off value. 
it can be said that the model is good 
enough because it is still in the marginal 
range so that the model is feasible to use 
in testing hypotheses..  
 
4.5 Discussion 

Hypothesis testing aims to 
determine the causality relationship 
between exogenous variables and 
endogenous variables in a study. The 
regression weight test results can be 
seen in table 2. 

 
 

Testing the causality hypothesis 
developed in this model can be seen in 
the table above. The effect of each 
exogenous variable on endogenous is 
known by comparing the results of the 
probability test (p) with the cut-off 
probability vaule of 0.05, the 
explanation is as follows: 
H1: There are influences of exogenous 

variables on endogenous variables 
(If p value is ≤ 0.05) 

H0: There is no influence of exogenous 
variables on endogenous variables 
(If p value is ≥ 0.05) 

 
4.5.1 Effect of Stock Prices on 
Investor Psychology 

The results of the stock price testing 
on investor psychology show that the P 
value is 0.005 ≤ 0.05, where the test 
decision is to accept the H1 hypothesis. 
Based on the results of these tests, it can 
be concluded that statistically the stock 
price variable has a significant positive 
effect on investor psychology. 

This is because investors' perceptions 
of market conditions cause stock price 
movements to fluctuate in a certain 
range. When investors consider the 
market in a bullish condition they tend 
to make a lot of purchases so that prices 
continue to crawl up to reach the highest 
point and vice versa when the  
market is in a bearish condition, 
investors tend to make a lot of sales so 
that prices are depressed to the lowest 
point. 
 
4.5.2 Effect of Trading Volume on 
Investor Psychology 

The results of testing the effect of 
trading volume on investor psychology, 
indicate that the P value obtained is 
smaller than the P cut-off value (0.001 ≤ 
0.05). The test results based on the 
sample data carried out state the 
rejection of H2 or in other words accept 
H2. So it can be concluded that 

Information Estimate S.E C.R P 

- Technical                  

=>  Investor 

Psychology      1.00 

   -  Stock Price              

=>  Investor 

Psychology      .928 .332 2.794 .005 

- Trading Volume      

=>  Investor 

Psychology      1.116 .351 3.176 .001 

- Market 

Capitalization 

=> Investor 

Psychology      2.272 .645 3.524 *** 

-  Investor 

Psychology 

=>Investment 

Behavior .554 .189 2.935 .003 

Table 2. Regression Weights Test Results 
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statistically or inferentially there is a 
significant positive effect of trading 
volume on investor psychology. 

The results of the hypothesis show 
that trading volume is important in 
influencing investor psychology. 
Because trading volume interprets 
information about transactions that 
occur in several periods of time in the 
Indonesia Stock Exchange or reflects 
stock trading activities on the stock 
exchange and reflects investors' 
investment decisions. This is related to 
one of the motivations of investors to 
conduct share sale and purchase 
transactions, namely income related to 
capital gains. Small trading volume 
indicates investors who are little or less 
interested in investing in the secondary 
market while large volumes indicate the 
number of investors and the many 
interests to conduct stock buying and 
selling transactions. 
 
4.5.3 Effect of Market Capitalization 
on Investor Psychology 

The results of hypothesis testing the 
effect of market capitalization on 
investor psychology show a P value of 
0,000 when compared to the P cut-off 
value (0.05) which is certainly smaller 
(*** ≤ 0.05). The results concluded that 
there was a positive and significant 
effect of market capitalization on 
investor psychology. 

Market capitalization provides an 
idea of the price of a company when it is 
sold on the market. This is used as a 
basis by investors to assist in analyzing 
how much a company grows. Large 
market capitalization is generally one of 
the attractions of investors in choosing 
stocks. The greater the market 
capitalization of a stock, the longer the 
investor will hold back its ownership, 

because investors assume that large 
companies will tend to be more stable 
from the financial side, the risk is 
smaller and have good prospects in the 
long run with the hope of a large return. 

 
4.5.4 Effect of Investor Psychology on 
Investment Behavior 

The results of data analysis show that 
there is a significant positive effect of 
investor psychology on stock investment 
behavior. The existence of this 
significant influence has been based on 
statistical testing, where the P value is 
known to be far from the cut-off value 
(.003 ≤ 0.05). The test number shows 
that investor psychology has a 
significant influence on investment 
behavior. 

The interpretation of the results of 
this study shows that investor 
psychology greatly influences the 
investment decisions of investors in the 
Indonesia Stock Exchange. Therefore, 
the behavior of stock investment cannot 
be separated from investor psychology. 
Every decision made by an investor, 
buying, selling, maintaining or doing 
nothing is the result of his thinking 
about what makes the market work, the 
result of his investment philosophy. 

 
 

5 CONCLUSION 

 

Based on the results of testing that 

has been done, it can be concluded that 

stock prices, trading volume and market 

capitalization have a significant 

influence on investor psychology, and 

investor psychology is known to have a 

significant influence on stock investment 

behavior. 
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