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Abstract.

Mutual Fund investment is the right instrument for beginners and currently, with
advancing technologies, it can facilitate the process of investing, for instance, using
Bibit.id applications. One of the flagship features is a helper for the target user
(@ beginner or novice investor) to get the optimal portfolio, named Robo-Advisor.
However, the adaptation process requires willingness or trust and is expected to
increase intention in investing. Hence this study aims to test the role of e-trust in
mediating between technology (Robo-Advisor) and behavior intention (investment
intention). This study is an explanatory research that processes data from 120
respondents in the category of Gen Z in Malang Raya with specific criteria using
the SEM-PLS method. The result concluded that the Robo-Advisor feature has a
direct and significant effect on e-trust, the e-trust has a direct and significant effect
on investment intention, and the Robo-Advisor feature affected investment intention
mediated by e-trust. However, no direct influence was found on the Robo-Advisor
feature on investment intention. So, Gen Z is a potential novice investor who intends
to invest because it helped to get a suitable portfolio by entrusting the implementation
of Robo-Advisor technology.

Robo-Advisor, E-trust, mutual fund, Bibit, Investment

The theory of the 4.0 Industrial Revolution stated in Klaus Schwab’s book “The Fourth
Industrial Revolution” (2016) shows the technological era. It also impacts the financial
world, known as Financial Technology (FinTech) (ojk.go.id). The legality has also been
stipulated in article 1 of Bank Indonesia regulation No.19/12/PBI/2017 on financial tech-
nology implementation. The study result of Wulandari et al. (2017), Fidhayanti (2020),
and Wiwoho et al. (2021) mentioned that legality provides a sense of security in digital

transactions. So, include investment activities.
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Investment is an activity to postpone current consumption to be used in a more
productive process, hopefully more precisely in the future (Hartono, 2017). Investment is
important because the funds invested will be the managed capital to run the business
then the economy runs. Investment holds the principle of the “high risk, high return”
investment theory, which requires good knowledge and avoids irrational investment
practices because investment differs from gambling that only pays attention to existing
opportunities (Prasetyo, 2021; Zhorifah & Harjito, 2021).

Mutual fund instrument is considered to have a lower risk and return compared to
other investment instruments because of the implementation of the diversified system
by Harry Markowitz (Markowitz, 1952). The funds will be managed by third parties listed
in OJK or called investment managers on the combined investment object (portfolio)
(Lestari, 2015). It is considered low risk because if one object’s price fall, it is possible
that other objects in the same portfolio will increase, so the average price is still good
(Adhianto, 2020). So, that instrument is considered suitable for beginner or novice
investors.

The importance of investment has led the government to continue to encourage
growth in various ways, such as the realization of the 2021-2025 National Strategy for
Financial Literacy by Otoritas Jasa Keuangan (OJK) for the improvement of financial
literacy conditions in Indonesia and the “Yuk Nabung Saham” program by Bursa Efek
Indonesia. That strategy and momentum of the Covid-19 pandemic, considered a suit-
able time to enter when the market is low, was paid off. The growth of investors is

shown below.

TABLE 1: Comparison of The Capital Market and Mutual Funds. Investor’s Growth in Indonesia.

Year Capital Market Investor Mutual Fund Investor
2019 2.484.354 1.774.493

2020 3.880.753 3.175.429

2021 7.489.337 6.840.234

Feb 2022 8.103.795 7.448.879

Source: Ksei.co.id

According to table 1, it is shown that most capital market investors in Indonesia are
in mutual fund instruments. However, this number is still considered low compared to
other countries with a large population. So, Indonesia still has many potential investors
to optimize. The comparison of these numbers is shown in the following table.

One of the online mutual fund’s investment service providers is Bibit.id by PT. Bibit
Tumbuh Bersama has been registered and supervised by Otoritas Jasa Keuangan (OJK)

in SKKEP-14/PM.21/2017 (ojk.go.id). The target market is novice investor who is currently

DOI 10.18502/kss.v9i4.15089 Page 409



E KnE Social Sciences IRCEB

TABLE 2: The Comparison between Amount of Mutual Fund Investorsand Population in Large
Population Country 2021.

Country Indonesia Indian America  Pakistan
Amount of mutual fund 6.840.234 185.000.000 59.000.000(14.000.000
investors

Amount of population 273.879.75(1.400.307.255332.981.983225.199.937
Ratio 0,02 0,13 0,18 0,6

Source: Ksei.co.id

dominated by millennials, also succeeded in becoming the most popular investment app
based on the survey of Dailysocial.id, the highest rate winner of health management in
apps and play store, and has reached more than 5 million downloads. In addition, the
app became the Robo-Advisor feature pioneer in Indonesia (Bibit.id).

Good features are an important aspect of attracting users to an app, a feature which
is attractive and easy to use makes the consumer decide to use the app (Santosh
et al., 2018). In line with Latifah & Komariyah (2020)’s study, showing that the feature
in an application significantly has a positive effect on the intention of fintech use. In
addition, according to Trojanowski & Kutak (2017), the intention to use an application is
influenced by several factors, including the application’s features and the user’s trust in

the application. Trust in something online is known as e-trust.

In previous studies conducted by Jung et al. (2018), Belanche et al. (2019), and Gan
et al. (2021) showed that most respondents implemented Robo-Advisor technology in
their daily lives, minimizing analysis activities to maintain financial management stability,
especially in terms of investment portfolios. That study’s results contrast with the results
of Rihr et al. (2019), in which risk identification was conducted through human interaction
with a consultant who was considered to have a higher understanding and the consumer
as the user of the service. In addition, it also cuts the investment analysis process stated
by Francis (1983), which mentions approaches to the valuation of securities, namely
fundamental and technical approach analysis.

This research is based on the Unified Theory of Acceptance and Use of Technology 2
(Venkatesh et al., 2012), elaborating on eight other technology acceptance theories with
three new constructs. UTAUT 2 theory is widely used as the basic theory in research
such as by Gupta et al. (2018), Saumell et al. (2019), and Taneja & Bharti (2022). This
theory supports the performance of applications shown from the Robo-Advisor feature
with the conditioning facility established on e-trust, in which forming. Therefore, the
author wants to test the role of e-trust in the Robo-Advisor feature that provides ease

of portfolio recommendations and encourages investment through the study under the
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title “E-trust Mediates the Role of the Robo-Advisor Feature on Mutual Fund Investment

Intention through the Bibit Application of Gen Z Malang Raya”.

This study used explanation research to determine the relationship between depen-
dent and independent variables with the intervening variables (mediators). Data were
obtained from the questionnaire result, which was distributed through Google Form
with five options for measurement of Likert Summated Ratings (Sugiyono, 2018, p.93).
That questionnaire was distributed randomly to the Z generation population (born in
1997-2012) in Malang Raya (Malang Regency, Malang City, and Batu City) with specific

criteria.

Generation Z was chosen because they assumed to understand technology (Bencsik
et al., 2016). In addition, according to the 2019 National Strategy for Financial Literacy
survey, it is considered that generation has a literacy index and financial inclusion above
the average of the Indonesian people (ojk.go.id), so itis assumed to be a potential novice
investor. Several questions were adopted from the 2019 National Survey of Financial
Literacy by the Otoritas Jasa Keuangan (ojk.go.id) to prove respondent’s knowledge
about financial literacy and mutual funds investment, Bibit.id, and Robo-Advisor.

On the Bibit.id webpage shows that the number of users is more than 5 million, which
is considered uncertain because the numbers may change. In addition, the amount is
considered too large, so the method will be susceptible and difficult to get the goodness
of fit (Hair in Irawan et al., 2020). Therefore, to count the number of samples using Hair’s
formula 5-10 x the number of indicators (Rodiah & Melati, 2020; Tirtayasa et al., 2021),
the minimum samples are 12 x 5 = 60 respondents and the maximum samples are 12 x
10 =120 respondents. The data obtained will be processed using SEM-PLS data analysis
techniques (Abdillah in Lintang Trenggonowati et al., 2018). This test was carried out

with the following models.

The Robo-Advisor feature as the dependent variable is a tool to help users select the
best Mutual Funds according to the user’s risk profile based on age, income, and risk
tolerance to establish portfolio recommendations for the users (Bibit.id). The indicators
used according to Schmitt in Kurnianingsih & Maharini (2020, p. 5), which are also used
in Latifah & Komariyah (2020, p. 576), and Abrilia & Sudarwanto (2020), such as Ease
of access to information, is access to information conveyed including the offer of goods

or services used; Diversity of services, is reactions to the various services provided,;
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Diversity of features, is information systems from features provided by an application

with several types; and Product innovation, is service development efforts.

Investment intention as the independent variable is a self-urge expressed by an
individual’s actions or speech. This intention is fundamental before people will invest.
The indicators used according to Agustina (2017, p. 26), which are also used in Rodiah
& Melati (2020) and Kurnianingsih & Maharini (2020, p. 6), such as The desire to use, is
the feeling to adapt services in activities; The suitability of use, is the feeling of being
suitable for the service to the needs or expectations of users; Support in use, is positive
encouragement from other factors to adapt services in activities; and The desire to
recommend to others, is the expression of user satisfaction with the service.

E-trust as the intervening variable (mediator) is the trust or faith that something in
the digital world is true or real. E-trust also shows a person’s willingness to behave
according to their beliefs. Indicators used according to Zhou et al. (2019), which are
also used in Kartika et al. (2019) and Mayer et al. (2010) in Tirtayasa et al. (2021), such
as Benevolence, is the company’s good intentions in ensuring and providing comfort
and security for its customers; Integrity, is how the company practices in carrying out
its business and the trustworthiness of a product or service; Competence, is the ability
and skill the company provides will indicate the quality of service; and Willingness to

depend, is the user’s willingness to accept the product’s or service’s negative possibility.

This study received 123 respondents from Whatsapp broadcasts, Instagram stories, and
Menfess features on Malang Raya’s Twitter base via Google Form that the researcher
and relation shared. The respondents are Generation Z in Malang Raya with an age of
17-25 years and get 120 respondents who fulfill the criteria have been selected. So, the

maximum number of sample criteria has been reached.

Most of the respondents had an average knowledge point of 5.19 out of 6. That
means they know about Bibit.id, Robo-Advisor feature, has good literacy and financial
inclusion index. That result aligns with Otoritas Jasa Keuangan’s survey results, which
mentioned that generation Z in Indonesia has good literacy and financial inclusion index
(44% for financial literacy and 82% for financial inclusion) above the average Indonesian
population. From the 120 respondents, 60.8% were women and 39.2% were men, with
a majority of 45.8% in Malang Regency, 35% in Malang City, and 19.2% in Batu City. Most
respondents were 21 years old and 66% of the population were college students. The

respondent demographic is shown below.
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Item

Knowledge

Item
Gender

Age
Domicile
Educational

Background
Job

TABLE 3: Respondent Demographic.

Category Frequency Ratio

6 correct answer 5 correct 455714 4 Average:
answer 4 correct answer 3 5,19/6 Mean: 5
correct answer

Category Frequency Ratio

Male Female 4773 39,2 60,8

24" _ 25 y 5 22" _ 23" y 0 10 75 28 7 863236

20" — 21 y.0 18" — 19" y.0

Batu City Malang City Malang 23 42 55 19,2 35 45,8
Regency

Bachelor Degree Associate 44 10 66 36,7 8,3 55
Degree Senior High School

Housewife Employee 2227995111 218667411
Student Unemployment 1

Businessman/Entrepreneur
Freelancer Teacher Athlete

Source: Researcher

34. Outer Model

IRCEB

This test is to the relationship between indicator blocks and their latent variables
(Abdillah & Hartono, 2015, p. 188). From this result, the validity and reliability of the

model will be obtained. The following results are shown below.

Source: Researcher

According to table 4, it is known that on the convergent validity test, the outer loading

value of all items is above 0.5, so it can be said to be valid (Hair et al., 2014). In the

discriminant validity test to test whether each latent variable is different from other

variables, the AVE (Average Variance Extracted) value of all variables is above 0.5, so it

is reliable (Pratama et al., 2018). In the composite reliability test to show the consistency

of indicators in measuring constructs, all variables had shown cronbach’s alpha > 0.6
(Hair et al., 2014). The composite reliability value was > 0.7 (Chin in W. Abdillah, 2018,

p. 260), so it was considered valid. The following model output is shown below.

DOI 10.18502/kss.v9i4.15089
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Figure 1: Outer Model Result.
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Item

X1

X2
X3
X4
X5
X6
X7
X8
Y1

Y2
Y3
Y4
Z1

z2
Z3
Z4
Z5
Z6
z7

TABLE 4: Outer Model Result.

Outer Loading

0,763
0,776
0,834
0,775
0,776
0,747
0,817

0,852
0,833
0,848
0,866
0,847
0,811

0,863
0,897
0,891

0,730
0,846
0,832

3.2. Inner Model

AVE

0,706

0,629

0,720

Cronbach's
Alpha

0,930

0,916

0,872

Composite
Reliability

0,944

0,931

0,911

IRCEB

Thus, this test was conducted to predict the causal relationship between latent variables

(W. Abdillah & Hartono, 2015, p. 188). The test results will show the strength categorized

into three levels: strong, moderate, and weak (Juliandi, 2018). The test results are shown

below.

E-trust

TABLE 5: Inner Model Result.

Investment Intention

Source: Researcher

R Square

According to table 5, the R Square value of model 1is 0.486 or weak, which means

that the ability of the Robo-Advisor feature variable to explain the investment intention

is 48.6% and the rest 51.4% is affected by other factors not included in the study.

Meanwhile, in R square line model 2, the result shows a value of 0.641 or moderate, the

ability of Robo-Advisor feature variables and intention in explaining e-trust variables

DOI 10.18502/kss.v9i4.15089
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was 64.1%, and the remaining 35.9% were influenced by other factors that were not

included in the study.

3.3. Goodness of Fit

This test was conducted to find out the zero hypothesis that empirical data match the
model (there is no difference in the model and the data, so the model can be said to
be fit) (Ghozali, 2018). This test can be seen from the loading factors result on the outer
loading of 00.7 so that it fulfills the requirements of the test or from the test results as

follows.

TABLE 6: Goodness of Fit Result.

Saturated Model Estimated Model
SRMR 0,084 0,084
NFI 0,794 0,794

Source: Researcher

According to table 6, it is known that the SRMR test results are 0.084 or SRMR < 0.1
and NFl is 0.794 or is within the 0-1 range. So, the model matches the set of research

models and includes a good model as the NFI value is close to 1.

3.4. Structural Model Path Coefficients

This test shows the effect of an independent variable on a dependent variable in a
given path model. It consists of direct and indirect effects with P-Value < 0.05, so
the hypothesis is acceptable and significant if T Statistics < 1.645 (Juliandi, 2018). The

following test results are shown below.

TABLE 7: Direct Effect Result.

Original  Sample Standard T Statistics P
Sample Mean (M) Deviation (IO/STDEVI) Values
©) (STDEV)
E-Trust -- Investment 0,523 0,513 0,149 3,518 0,000
Intention
Robo-Advisor Feature -- E- 0,801 0,807 0,036 22,419 0,000
Trust
Robo-Advisor Feature -- 0,204 0,220 0,131 1,557 0,120

Investment Intention

Source: Researcher

According to Figure 3, it is known that:

DOI 10.18502/kss.v9i4.15089 Page 415



E KnE Social Sciences

DOI 10.18502/kss.v9i4.15089

IRCEB
TABLE 8: Indirect Effect Result.
Original Sample Standard T Statistics P
Sample Mean (M) Deviation (IO/STDEVI) Values
(0) (STDEV)
Robo-Advisor Feature 0,419 0,411 0,116 3,611 0,000
-- E-Trust -- Investment
Intention
Source: Researcher
Z1 72 73 74 75 76 77
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Figure 2:

1. E-trust to Investment Intention

According to table 7, it is shown that the P-Value e-trust — investment intention
is 0.000 or <0.05 and T-Statistics is 3.518 or > 1.645, so the first hypothesis is
accepted because the higher the trust that generation Z of Malang Raya has, the
higher the intention of investors to mutual funds. This study’s results align with
the study of Fradiani et al. (2018), which concluded that trust had a direct and
significant influence on the interest in purchasing books as it underlies online pur-
chasing decisions. The information presented plays an important role in developing
trust through the internet. The information presented can also be an opportunity
because it is a comparison material with competitors. The information presented
can also be security guarantees or legality, supported by La Porta’s research on
Vuk et al. (2017).

Trust plays a major role in influencing customers (Agyei et al., 2020; Isaeva et
al., 2020; Davis et al., 2021). Trust here refers to the information provided by the
companies through websites or advertisements, application rates, and people’s

reviews being trustworthy and reliable. The definition of trust is one’s hope and
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belief in others for honesty, kindness, and loyalty (kbbi.web.id). It is called “e-
trust” because something is believed in digital. E-trust also concerns a person’s
willingness to behave in a certain way based on his beliefs (Shilawati & Sumitro,
2020). Investing intention is an action to learn more about the benéefits, risks, types,
and so on (Cahya & Kusuma, 2019)

It appears that there is hope or a goal that will be realized for something that is
believed. There are three points to be concluded trust affects behavioral intention
to use, such as social relations between two or more people, hope, and social
interactions will enable relationships and expectations to be realized as a source
(Dyki et al., 2020). Therefore, with the belief that the information obtained is
correct and will help someone achieve their expectations in investing, someone

is encouraged to start investing (investment intention).

. Robo-Advisor Feature to E-trust

According to table 7, it is shown that the P-Value Robo-Advisor feature - E-trust
is 0.000 or <0.05 and T-Statistics is 22.419 or > 1.645, so the second hypothesis
is accepted because the better the performance of the Robo-Advisor feature, the
higher the level of e-trust in the digital technology and vice versa. This study’s
results align with the study by Jung et al. (2018), which concluded that trust was a
key factor influencing Robo-Advisor’s use of the feature, especially in consumers
with no experience, budget, and a low tolerance for risk. That result indicates that
when the Robo-Advisor feature is implemented, there are tasks that are replaced
by that technology. So, that e-trust plays a role. Gan et al. (2021) and P. A. K. L.
Dewi & Warmika (2021)’s study also supports the result that Robo-Advisor could

improve e-trust significantly.

The feature is one of the important factors in building trust (Yousafzai et al,
2003; Latifah & Komariyah, 2020; So, 2021). The main goal of the Robo-Advisor
feature is to read customer wants and fulfill them to make an adequate portfolio
of financial products and subsequently manage the portfolio automatically (Sironi,
2016; Coombs & Redman, 2018). In addition, security is one of the supporting
factors of features that affect trust (So, 2021; Utami, 2021). This will provide a
sense of security in attaching personal data to be processed by the Robo-Advisor

algorithm (Jung et al., 2018).

In this study, there are similar goals between the use of Robo-Advisor and the
function information presented by Robo-Advisor. That situation creates trust in the

user that the user’s goals will be achieved by implementing the Robo-Advisor. In
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addition, it is also supported by security guarantees, including managing personal
data attached to the process. Bibit’s commitment to a sense of security through a

privacy policy can access on its website www.bibit.id.

. Robo-Advisor Feature to Investment Intention

According to table 7, it is shown that P-Value Robo-Advisor feature - investment
intention is 0.120 or > 0.05 and T-Statistics is 1.557 or <1.645, so the third hypoth-
esis is rejected because the performance of the Robo-Advisor feature does not
affect the investment intention of generation Z in Malang Raya. This study’s results
align with Umaningsih & Wardani (2020) and Sari (2019). The study concludes that
the service feature does not intend to use e-money because it lacks and does not

excel in supporting activities, which might result in inconvenience.

According to the Unified Theory of Acceptance and Use of Technology 2
(Venkatesh et al.,, 2012), technology can be accepted by considering eight
constructs with three key mediator constructs. One of these constructs (social
influence) supports that consumers evaluate the recommendations from people
they trust as the most reliable advertising source (Kotler et al., 2017 in Gecit &

Taskin, 2020) or known as word of mouth theory by George Silverman in 1970.

The feature is one of several factors which can influence people to use an appli-
cation (Trojanowski & Kutfak, 2017). The main goal of the Robo-Advisor feature
is to read customer wants and fulfill them to make an adequate portfolio of
financial products and subsequently manage the portfolio automatically (Coombs
& Redman, 2018; Sironi, 2016) but in behavioral finance by Gitman & Joehuk
(2008), the decision in investation is determined back to the influence of the
perceptions and beliefs of each user. In psychology, perception is an intuitive
awareness of an immediate truth or belief about something (Chaplin, 2009). One
of the sources according to the human theory of understanding the world by Solso

et al. (2008:120) is direct perception which gets information from the environment.

Meanwhile, according to this research, respondents indicated that the perception
built on Robo-Advisor has not been able to fully encourage investment intention
because there are still other influencing factors like the influence of other people’s
perceptions, market conditions, etc. with the expectation of an appropriate return
on profits. This result supports Francis (1983)’s theory of investment approach,
which mentions the need for an analysis approach before investing, and Keyne’s
theory of macroeconomic conditions can affect the microeconomic individual’s

behavior in investment decisions.
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4. Robo-Advisor Feature to Investment Intention through E-trust

According to table 8, it is shown that P-Value Robo-Advisor feature — e-trust -
investment intention is 0.000 or <0.05 and T-Statistics is 3.661 or > 1.645, so
the fourth hypothesis is accepted because there is an indirect influence between
Robo-Advisor feature and investment intention, so that e-trust is considered to be
successful in linking the two. This study’s results align with Fradiani et al. (2018),
which concluded that in purchase decisions, there is trust between buyers and
sellers, such as confidentiality. When there is no trust, the various benefits in book
transactions will not significantly influence the purchase intention. Britto (2021)
and Gecit (2020)’s study also supports the result that e-trust can mediate in digital

products and can be accepted by customers.

E-trust is a key success factor for e-business (Srinivasan, 2004; Sadeghi et al., 2018;
Dyki et al., 2020). It also resolves the main issues in relation such as uncertainty, risk,
and vulnerabilities (Mohammed et al., 2018; Awan et al., 2019; Al, 2022). On applying
the Robo-Advisor feature to self-investment, e-trust grows due to the high expectations
of the performance of algorithms in the Robo-Advisor feature that users are not biased
due to their emotional opinions leading to high behavioral intention (Rihr et al., 2019;
Darskuviene & Lisauskiene, 2021).

From all the explanations, it can be concluded that e-trust plays a major role in
influencing users, especially in the digital world. This trust is obtained from the truth of
the information provided that the Robo-Advisor function can help the needs, desires,
and limitations of users in compiling their investment portfolio. To be able to generate
recommendations, it is necessary to attach personal data, which will be managed by
the Robo-Advisor algorithm. Trust can overcome the fears of risk, uncertainty- and
vulnerabilities in adapting the feature of the Robo-Advisor service. Therefore, users
can be more confident in implementing the Robo-Advisor feature in investing in mutual
funds.

In this study, there is the limitation of the researcher in proving that the respondents
are really Bibit.id users who have not yet started investing. When filling out the form,
it only asks about the understanding of the application, Robo-Advisor features, and
financial literacy by six questions. This is considered less intense as evidence so it
needs to be considered further. It is important to do then the results of the study will

better describe the reality that occurs in society.
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This study tested the relationship between the Robo-Advisor feature, Investment inten-
tion, and e-trust in the Generation Z of Malang Raya and found that gen Z is the potential
novice investors who can improve the condition of the economy in Indonesia from their
active investation transactions in the future. Out of the four hypotheses drawn, three
hypotheses were accepted, such as e-trust has a positive effect on investment intention
through Bibit, Robo-Advisor feature has a positive effect on e-trust, and Robo-Advisor
feature has a positive effect on investment intention mediated by e-trust through Bibit.

All three has a positive and significant relationship.

However, the third hypothesis, that Robo-Advisor has a positive effect on investment
intention through Bibit’s Robo-Advisor feature is rejected. The feature is just one of the
several factors which can influence in intention to use an application. Many factors can
influence user’s decisions too like people’s perceptions, issues market conditions, etc.
but behavioral finance encourages decisions based on what is believed or trust. So,
e-trust has an important role in supporting technology adaptation like Robo-Advisor in
investing intention. Therefore, the results of this study can be used as feedback from
service providers for improvement, activities that support the importance of knowledge
of investment, and references to further research development like more explore the

accuracy of respondents that have tried using the Bibit application
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