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Does hedonism influence real estate investment
decisions? The moderating role of financial
self-efficacy

Sharmila Devi R! and Swamy Perumandla?*

Abstract: The goal of this paper is to emphasize the importance of prioritizing
pleasure and enjoyment in the properties being invested in over financial returns.
This research aims to determine the impact of hedonism on an individual’s real
estate investment decisions, with financial self-efficacy acting as a moderator. The
study employs a quantitative, cross-sectional research approach, and data was
collected from retail investors (homeowners and prospective home buyers) using
a structured questionnaire. A total of 375 responses were obtained through snow-
ball sampling. Further, PLS SEM was taken into consideration to test research
hypothesis. The study’s findings indicate that an individual’s hedonism value has

a significant positive influence on real estate investment decisions. Moreover, we
found that financial self-efficacy has a significant negative impact on hedonism and
real estate investment. One possible reason is that individuals with high financial
self-efficacy may be more likely to analyse the financial details of a real estate
investment carefully and make decisions based on a well-informed understanding
of the potential returns and risks. It has also been observed that both age and
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income contribute positively to the decision to invest in real estate. This means that
a young person is more likely to make risky investments like buying real estate
stocks, land, etc. When individuals become older, real estate investment in the form
of houses increases in order to provide a secure and comfortable living space for
themselves and their families. Finally, when income rises, individuals seem to be
looking for a comfortable life, pleasure, happiness, and social recognition, which
significantly influence the real estate investment decision.

Subjects: Business, Management and Accounting; Urban Studies; Urban Economics

Keywords: Real estate investment; hedonism; financial self-efficacy; values

1. Introduction

What motivates individual savings and which property investment options individuals’ favour have
drawn the attention of financial scholars and market participants. Several real estate investment
strategies are available to create wealth (Tsou & Sun, 2021), which include direct investments in
real estate projects like buying land, apartments, homes, or commercial structures (Feng, 2021) for
rental purposes and indirect investments like buying real estate stocks, debentures, or a Real
Estate Investment Trust (REIT) (Heaney et al., 2012). Each kind of investment has unique benefits
and drawbacks, including those related to return rate, risk, and payback duration (Rattanaprichavej
et al,, 2020). REITs can be a more logical way to invest because they are judged by financial
metrics like earnings, cash flow, and net asset value (Doug & Don, 2004, Gibilaro & Mattarocci,
2021), not by emotional factors like personal pleasure and satisfaction. Direct real estate invest-
ments, on the other hand, can be easier for small investors who value personal satisfaction more
than financial returns. Also, the fact that banks use real estate as collateral security when lending
money has turned it into an investment (Inoguchi, 2011; Lee & Koh, 2018). This is the main
justification for why real estate is an investment rather than a consumer product. The real estate
industry functions in a complex environment are also a fact (Studies et al., 2021). While academics
have stressed the importance of rational thinking (Mydhili & Dadhabai, 2019; Zavadskas et al.,
2005) and cognitive factors (Jamil, 2021; Shim et al., 2008; Waheed et al., 2020), which impact
direct real estate investment, individuals look to their investment selections for “utilitarian”
(capitalize on wealth) and “expressive” (using investment as a way to express personal beliefs)
advantages (Sreekumar Nair et al., 2014). So, the classic wealth maximisation hypothesis, which
ignores human values into account, leaves out a key factor that affects investing decisions
(Pasewark & Riley, 2010).

Since the beginning, the social sciences have put a lot of emphasis on understanding human

values and how each person understands their own value system. Not just in the domains of
“sociology, psychology, and anthropology,” values have a significant role in economics and
finance. Proponents of human values (Crosby et al, 1990; Feather, 1995; Lane et al, 2015;
Schwartz, 1992) argue effectively for the emotional and directing roles of values in all parts of
an individual’s life. Values are used to describe societies and people, to monitor development over
time, and to illuminate the driving forces behind attitudes and behaviour (Agyemang & Ansong,
2016). They proposed two scales that are commonly referred to as Schwartz’s (1992) Value Survey
(SVS) and Rokeach’s (1973) Value Survey. The 10 distinct values suggested by SVS are theoretically
drawn from the worldwide necessities of human life. Hedonism is likely the most sophisticated
human virtue that has been discussed in the literature, among all the others.
The term hedone, which means “pleasure,” “enjoyment,” or “delight” in Greek, is where hedon-
ism gets its name (Rutkowski, 2017). Hedonism, in the view of Schwartz (1992) is associated with
“pleasant existence” and “sensual fulfilment” for oneself. In psychology, hedonism refers to as
pleasure looking for, which is the key reason for individual behaviour. People who are hedonists
have a favourable attitude toward pleasure and actively pursue its benefits (Veenhoven, 2003).
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In the context of real estate investment, a hedonistic approach might involve prioritizing the
enjoyment that a particular property or location will bring, rather than solely considering more
practical or financial factors. For example, if an individual considers purchasing a vacation home,
they prioritize the beauty of the location and opportunities for relaxation and recreation it offers,
rather than solely focusing on factors, such as rental income potential or resale value. We contend
that because individual investors are productive adherents of society, their decisions and beha-
vioural progressions might be driven by their particular personal desires like hedonism. The core
premise of this argument is that values guide behavioural progression and impacts one’s own
choice of action. As a result, it makes sense that people might want to incorporate these deeply
held personal values into their financial choices (Agyemang & Ansong, 2016).

In the past, researchers have made an effort to comprehend how human values affect individual
investment decision-making in stock exchanges and investment choices (Agyemang & Ansong,
2016; Singla & Hiray, 2019). The significance of the study arises from the fact that behavioural
finance researchers have begun to question the rationality (Barberis & Thaler, 2002; Bruin & Flint-
Hartle, 2003; Zhang & Zheng, 2015) and market efficiency assumptions that underlie classic
theories of finance and economics (Ruoxi, 2019). According to these academics, retail investors
(non-professional) are not always logical and reasonable, and their decision-making is far more
complicated than utility maximisation (Agyemang & Ansong, 2016; Feather, 1995; Kinatta et al,,
2022; Lane et al,, 2015; Pasewark & Riley, 2010; Singla & Hiray, 2019; Sreekumar Nair et al., 2014);
therefore, hedonism values do influence their real estate investing decision.

Financial self-efficacy influences domain-specific activities or both direct and indirect ways to
perceive satisfactory positive outcomes that individuals often anticipate due to their higher pre-
dictive ability (Bandura, 1977, 2010; Sabri et al., 2022). Financial self-efficacy may also help people
reach their goals by controlling their behaviour (Lone & Bhat, 2022; Noor et al., 2020). Thus,
decision-making requires information and confidence (Danes & Haberman, 2007). Previous
research has suggested that self-efficacy can influence factors such as risk-taking behavior, goal
setting, and decision-making confidence (Bandura, 1977) all of which could be relevant to the
relationship between hedonism and real estate investment decisions. By considering the role of
self-efficacy as a moderating variable, this study hopes to shed new light on the complex interplay
between hedonism, financial self-efficacy, and real estate investment decisions.

However, previous researchers have not focused much more attention on how a hedonistic value
influences an individual’s decision to make a real estate investment. So, it can be inferred that
individuals with sound financial self-efficacy will be aware and make daring investment decisions.
However, there is little pragmatic support for this claim. Hence, the current study addresses this
gap by examining the moderating contribution of financial self-efficacy to the relationship
between hedonism and real estate investing decisions. Based on the literature survey, the follow-
ing are the two arising questions:

RQ1: Does hedonism have a substantial effect on retail investor’s investment decision-making in
real estate?

RQ2: Can an individual’s level of financial self-efficacy have a noteworthy impact on hedonism to
make sound real estate investment decisions either by strengthening or weakening their decision-
making skills?

The remaining portions of the paper are summarized as follows: Section “Related literature”

discusses theoretical background with a survey of the literature and hypothesis development,
section “Research methods” talks about the population and sample, measurements, and
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questionnaire. Section “Research methodology” explains about data analysis. Section “Practical
implication” highlights about the managerial and societal implications of the findings of the study.

2. Related literature

2.1. Theoretical background

From a theoretical perspective, the implications of hedonism on real estate investment decisions
can be viewed through the lens of behavioural finance. This study of behavioural finance explores
how investment decisions can be affected by psychological and emotional factors (Fu, 2022). One
theory that may be relevant to the implications of hedonism on real estate investment decisions is
prospect theory. According to Prospect theory, people have a tendency to base their decisions on
their expected gains and losses they perceive, rather than on objective probabilities (Kahneman &
Tversky, 1979; Tversky & Kahneman, 2000). While concerning real estate investment, hedonistic
investors may be more likely to invest in properties hat offer the potential for pleasure and
comfort, even if the potential returns are lower than other investment options (Alba & Williams,
2013).

Another theory that may be relevant is the hedonic adaptation theory, which suggests that
people have a tendency to adapt to their current level of pleasure and happiness, and that the
pursuit of pleasure and happiness can become a never-ending cycle (Lyubomirsky, 2010; Yu & Jing,
2016), in order to sustain a certain level of pleasure and happiness. Hence, these theories suggest
that hedonistic investors may be more likely to make real estate investment decisions. Even if the
potential earnings are lower than those of other investment possibilities, hedonistic investors may
be more likely to invest in real estate properties that have upscale amenities and recreational
areas based on the properties’ perceived potential for pleasure and comfort rather than the
objective probabilities of financial returns, which can have a significant impact on the real estate
market.

2.2. Literature Review and hypothesis development

2.2.1. Indian real estate market

During the year 2023, the Indian real estate market was worth $200 billion and is expected to be
worth $1 trillion by 2030. By 2025, it will contribute 13% to country’s Gross Domestic Product. In
real estate, there are three main categories, including residential, commercial, and retail, and it is
projected that the development of nuclear families, rapid urbanization, and rising family income
will continue to be the primary growth drivers of these categories (Moore et al., 2022). Although
the sector has a remarkable profile, it lacks academic representation (Pandey & Jessica, 2019).

2.2.2. Hedonism and real estate investment decision

One of the values that consistently appears on scales designed to gauge value preference is
hedonism. Abdolmohammadi and Baker (2006) studied the correlation between the accountants’
personal values and moral reasoning and found that hedonism is one of the concerns involved in
the list of terminal values, in which five parameters, such as “comfortable life, exciting life,
happiness, pleasure, and social recognition” with the aim of verifying “Rockeach’s four-factor
(RVS) model and seven-factor classifications” using confirmatory analysis.

Vilnai-Yavetz and Gilboa (n.d..), on the other hand, examined the impacts of instrumentality,
aesthetics, and symbolism and analysed how these parameters adapt to customers shopping for
their dress choices and found a significant relationship existed between hedonism and perceived
receptiveness for all assumed business contexts, but an insignificant relationship was found
between hedonism and instrumentality, revealed that hedonists live purely for enjoyment and
consumption of possessions.
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Agyemang and Ansong (2016) aimed to provide theoretical and practical insights into the
impact of personal values on investment decisions made by shareholders in Ghana. Their research
revealed that shareholders hold certain value priorities with honesty, a comfortable life, and family
security being particularly significant in both their personal lives and in investment decision-
making.

Sekscinska et al., (2018) investigated about the people’s variations in terms of time perspectives
(TPs) and risky financial decisions. The research emphases on the function that TPs play in
elucidating because individuals make dangerous decisions regarding their finances. The findings
indicate that chronic hedonistic TPs, both in the past and present, play a significant role in the
selection of risky financial options. Even though the focus of the study was on TPs, it demonstrates
a substantial effect of hedonism on risky investment choices by demonstrating a low willingness to
investment and in taking financial risks.

Amatulli and Donato (2019) illustrated that attitude, willingness to buy, and consumer orienta-
tion toward luxury products have been deeply measured to test the effect that exists between
hedonic and utilitarian messages. Observations prove that luxury managers should follow hedo-
nistic messaging, which builds close relationships with other managers and increases the attrac-
tion of customer perceptions towards their brand.

Singla and Hiray (2019) examined impact of the value of hedonism (exciting life, pleasure,
comfortable life, happiness, and social recognition), age, gender, and income on preferences of
investments like stock exchange, bullion, gold, real estate, and fixed income options in India
through structured equation modelling. The findings of the study found to be there was
a substantial correlation between hedonism and investment preferences, like stock and property
investments. It also found that age and income effect hedonism negatively.

A questionnaire study was done by A. Khan et al. (2022) to learn about customers' intention to
buy and how their perceptions of currency values were impacting their shopping trips in Pakistan.
New perspectives on hedonism’s nature, repurchase intentions, and the evolution of more enticing
purchasing tactics that encourage customers to fully appreciate their purchases were revealed by
the research.

N Mahalakshmi and Munuswamy (2022) carried out a questionnaire survey to determine the
influence of decision-making style on the choice of stock investments and found that hedonism
had a negative influence on the choice of stock investment among millennial investors. Although
the studies mentioned may not be directly related to investment decision-making, the research
suggests that hedonism does indeed play a crucial role in the real estate decision-making process
as a cognitive mechanism. “Happiness” is the main focus of hedonism (Bramble, 2016) and having
wealth helps people be happier to some extent. Wealth creation is the goal of investment decision;

With an extensive literature survey on hedonism measurement, there are various interpretations
employed from various situations, which show that studies on examining the association between
hedonism and real estate investment decisions are countable; as a result, there is a glaring
knowledge deficit in this area. Thus, this article aims to explore how an individual’s value of
hedonism affects the person’s decision to invest in real estate in India.

Based upon the literature the hypothesis has been set as
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Figure 1. The hypothesized

Research Model with moderat-

ing effect.

H1: Hedonism shows the significant effect on retail investors’ investment decision in real estate.

2.2.3. Financial self-efficacy

The impression of self-efficacy in behavioural psychology, once mentioned as intelligence of self-
agency, stood in a confidence that individual can achieve a given job and further generally cope with
life’s tasks (Lone & Bhat, 2022). Financial self-efficacy is the belief in one’s ability to effectively manage
their financial affairs (Zia-Ur-Rehman et al.,, 2021). Individuals with higher levels of financial self-
efficacy are less likely to be influenced by hedonistic desires in their real estate investment decisions.
They are more likely to consider the long-term financial implications of their investments and make
decisions based on their financial goals and objectives as they are more likely to focus on the potential
long-term appreciation and rental income of the property. In contrast, a person with low financial self-
efficacy may be more susceptible to making investment decisions based on immediate gratification,
such as the attractiveness of the property or the lifestyle it offers. Recent research has found that
financial self-efficacy acts as a key role in financial decisions, such as financial management behaviour
(Fathul Bari et al., 2020; Noor et al., 2020; Kusairi et al., 2020), women’s financial behaviour (Farrell
et al,, 2016), financial satisfaction (Mubarik et al., 2020; Rehman et al., 2020), financial well-being (Lone
& Bhat, 2022), investment intention (Elfahmi et al., 2020) and investment decisions (N. Khan et al.,
2021). Therefore, financial self-efficacy can serve as a moderating factor in the relationship between
hedonism and real estate investment decision-making. On seeing the above literature on financial
self-efficacy, the hypothesis has been set as

H2: Financial self-efficacy displays a significant outcome on weakening the influence of hedonism
on retail investors’ investment decision in real estate.

2.2.4. Control variables

In previous studies, demographic factors like age, gender, income, education, and risk tolerance
had a significant impact on investment choices and decision-making (Chavali & Mohanraj, 2016;
Geetha & Ramesh, 2012; Kellerman et al., 2020; Nasage, 2019; Wubie et al., 2015). Also, studies
have been done in which demographic factors like age and income have an insignificant impact on
investment choices (Singla & Hiray, 2019). This study uses the control variables age and income to
evaluate how age and income affect respondents’ real estate investment decisions. The hypothe-
sized model is illustrated in Figure 1

3. Research method

Researchers in the current study want to comprehend how hedonism affects individuals’ real
estate investment decisions in India and the part played by financial self-efficacy of individuals
in strengthening or weakening the association.

Financial self

efficiancy
Independent Dependent variable
variable \ 4 > Real estate investment
Hedonism decision

A

Control variable
Age
Income
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3.1. Population and sample

The study’s target audience consists of Indians, who prefer real estate as a form of investment.
A sampling unit for the survey consisted of individuals who had invested in or were planning to
invest in real estate (land, a flat, apartment, or constructing floors for rentals etc.). There is no
reliable source in India where information about those who invest in real estate can be accessed.
Therefore, there was no sampling frame available for the intended population. Multistage (in three
stages) stratified sampling is employed to gather the data. The study adopted the sampling
technique from a previous research paper (Pandey & Jessica, 2019). The first and second stages
of stratification are based on region and location, respectively, and the third stage involves
contacting the respondents using snowball and purposive sampling. The study used the sample
size of the sample-to-item ratio (1:10) (F. Hair et al., 2014; Memon et al., 2020). Four hundred and
one investors in real estate participated in the online poll and responded. Due to response issues,
such as erroneous data, missing data, and incomplete polls, some responses are eliminated.
Finally, 375 replies meet the criteria for further investigation, with a response rate of 93%. The
questionnaire contains preliminary questions to determine potential participants for the study.
These questions inquire whether individuals have invested in real estate or plan to do so, the type
of real estate they have invested in or intend to invest in, and the timing of their investment,
specifically whether they are first-time investors or not. If respondents answered affirmatively to
question (i) regarding real estate investment, those respondents were considered a sample for the
study.

3.2. Measurements and questionnaire

The hedonism was measured on a 1-5 Likert scale, with 5 representing “very high importance” and
1 signifying “very low importance” in the data collection process. A self-administered question-
naire was used and adopted from Singla and Hiray (2019). The scale measured on a Likert scale of
“strongly disagree” to strongly agree” for investment decisions on real estate was adapted from
Wangzhou et al. (2021) and financial self-efficacy was measured from Lown (2011). A list of
constructs with their items is listed in Table 1.

3.3. Methodology

The methodology involved in the analysis of data can be segmented into two parts. The first part
involves sociodemographic profiling, and their results are shown in Table 2. In the second part,
structural equation modelling is conducted in two stages. The first of which involves an investiga-
tion to validate reliability, discriminant validity, and convergent validity for a measurement model
using PLS 3.0, the partial least squares (PLS). In the second stage, the structural model was then
calculated for its path coefficient and propensity to predict a significance threshold of 5% (J. F. Hair
et al,, 2017).

4. Empirical analysis

4.1. Investors Socio demographic profiling

The current research segments the respondents’ age as ranging from 20 to above 60 years, which
means that while a higher percentage (28) of the respondents belongs to 31-40 age group, 26%
fall in the category of 41-50 years. Those between 51 and 60 years of age constitute 20% of the
total sample size, and only 9% of the respondent population is from 20 to 30 years of age and
comprised of 65.6% males and 34.4% females. Government and private sector employees con-
stitute 25% and 21%, respectively, and the remainder belong to other groups. Out of the total
respondents, 46% earn monthly incomes above INR 2 lakhs, 20% from the monthly income
category of 150,001-200000 and the rest from other groups that are listed in Table 2.
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Table 1. List of constructs with its items

Construct Item Measurement Item Code Reference

Real estate investment “When making a real REID1 Wangzhou et al. (2021)
decision (REID) estate investment
decision, I
trust my inner feelings
and
reactions.”

“I generally make REID2
investments in real
estate that feel right to
me.”

“In making a real estate REID3
investment decision, it is
more important for me to
feel the investment is
right than have a rational
reason for it.”

“I rely on my intuition, REID&
when making real estate
investment decisions.”

“My real estate REID5
investment decision
making requires careful

thought.”
Hedonism (HED) Exciting life HED1 Singla and Hiray (2019)
Happiness HED2
Comfortable life HED3
Social recognition HED4
Pleasure HEDS
Financial Self-efficacy “It is hard to stick to my FSS1 Lown (2011).
(FSS) spending plan when
unexpected expenses
arise.”
“It is challenging to make FSS2

progress toward my
financial goals.”

“When unexpected FSS3
expenses occur, I usually
have to use credit.”

“When faced with FSS4
a financial challenge,

I have a hard time
figuring out a solution.”

“I lack confidence in my FSS5
ability to manage my
finances.”

“I worry about running FSS6
out of money in
retirement.”

4.2. Measurement model Analysis (outer model)

4.2.1. Reliability and validity

The measurement model was assessed by indicator reliability, construct reliability, convergent
validity, and discriminant validity. The indicator reliability, which was measured using factor
loading, ranged from 0.830 to 0.882, i.e., over the 0.70 threshold (J. F. Hair et al., 2017), which
validates the indicator reliability. The constructed reliability can be evaluated by Cronbach’s
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Table 2. Investors’ Socio demographic profiling

Demographic Profile Occurrence Percentage
Age (in years)

20-30 66 18
31-40 104 28
41-50 96 26
51-60 74 20
Above 60 35 9
Gender

Male 246 65.6
Female 129 344
Occupation

Business 71 19
Government sector employee 95 25
Private sector employee 80 21
Retired 61 16
Others 68 18
Income

less than 50,000 25 7
50001-100000 43 11
100001-150000 59 16
150001-200000 74 20
Above 200,000 174 46

alpha and composite reliability. The study had a composite reliability of 0.931, 0.936, and
0.942, respectively, which exceeds 0.8 for each latent variable meeting the criterion (Henseler
et al,, 2009). As a result, construct reliability was achieved. Next, for determining convergent
validity, average variance extracted (AVE) was considered. Convergent validity is achieved if
the constructs’ AVE is 0.5 or above (Henseler et al., 2009). All conceptions had AVE values over
0.50. Hence, convergent validity was achieved. Finally, the values of the variance inflation
factor (VIF) were less than 5, indicating multicollinearity was not present. The values of CA,
CR, AVE, and VIF were listed in Table 3.

4.2.2. Discriminant validity

To assess the discriminant validity of the study, the Fornell-Larcker criterion and cross-loadings
were considered. By considering the Fornell—Larcker criterion, which includes comparing the
square roots of each construct’s AVE with the correlation between constructs, discriminant validity
was validated. Table 4 shows the findings of the Fornell-Larcker criterion.

Cross loading is also another method to ensure discriminant validity (F. Hair et al.,, 2014). As
a result, establishing discriminant validity at the item level requires that items related to the same
construct have a high correlation and items related to distinct constructs have a very low correla-
tion. With this, discriminant validity was justified in the model. Table 5 highlights the discriminant
validity using cross loading.

For the model fit, the SRMR value for the model was found to be 0.06, which is less than 0.08. So,
the model was found to be fit.
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Table 4. Discriminant validity

Financial self- Real estate
Construct efficacy Hedonism investment decision
Financial self efficacy 0.853
(FSS)
Hedonism (HED) 0.716 0.863
Real estate investment 0.650 0.703 0.854
decision (REID)

Note(s): Bold text indicates square root of AVE.
Source: Calculation by the Author

Table 5. Cross loading Tabulation

Construct Items FSS HED REID Age Income
Financial self- Fs1 0.859 0.84 0572 0.458 0523
f;gg)“cy Fs2 0.838 0.784 0.563 0.427 0.47
Fs3 0.852 0.83 0.557 0.516 05
FS4 0.865 0.74 0.58 0523 0.567
FS5 0.84 0.701 0551 0.453 0.506
FS6 0.871 0.732 05 0.426 0.481
Hedonism HED1 0.697 0.853 0.631 0.519 0.555
(HED) HED2 0712 0.844 0.64 0.522 0.542
HED3 0.852 0.868 0.557 0.516 05
HED4 0.845 0.882 0.62 0.497 0.536
HEDS 0.861 0.866 0.575 0.46 0.525
Real estate REID1 0.545 0.608 0.849 071 0.682
fj”e"’:?ssitor:e”t REID2 0.578 0.608 0.853 0.67 0.618
(REID) REID3 0.57 0611 0.861 0.639 0.657
REID4 0.546 0.607 0.876 0.678 0.668
REIDS 0.539 0.568 0.83 0.669 0.69
Age Age 0.548 0.584 0.789 1 0.677
Income Income 0.596 0.618 0.777 0.677 1

Source: Authors’ Calculation

4.3. Structural model analysis (inner model)

4.3.1. Hypothesis scrutiny

Structural model analysis was implemented to evaluate the relationships within the conceptual
framework after validating the variables’ accuracy and reliability. Partial least square (PLS) ana-
lysed path coefficients and t-values at 5% level of significance. Hypothesis H1 intends to determine
whether hedonism has a substantial impact on real estate investment decision-making. The
findings revealed that the influence of hedonism on real estate investment decisions is 0.215
with a t-statistics value of 2.064, which means that hedonism and real estate investment decisions
have an encouraging and statistically significant impact (3=0.215, t=2.064, p<0.05). Thus,
hedonism has a hugely positive and substantial influence on real estate investment decisions.
Further, according to the effect size (f?), the research construct displays a low effect size (Cohen,
1988) on real estate investment decisions (f>=0.037). The values are noted and illustrated in
Table 6.
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Table 6. Evaluation of structural models

Standard T
Hypothesis B coefficient Deviation Statistics r? f?
HED-REID (H1) 0.215 0.104 2.064* 0.56 0.037

Note(s): ** represents 0.05 level of significance
Source: Authors’ calculation

4.3.2. Moderation effect analysis

A moderator is a third variable that alters the strength of exogenous and endogenous variables. In
the study, it was hypothesized that financial self-efficacy moderates the relationship between
hedonism and real estate investment decisions. The results showed a significant negative inter-
action effect of financial self-efficacy on hedonism and real estate investment decision (REID) (B =
-0.153, t=2.587, p<0.05), indicating that the relationship between these variables is weakened by
financial self-efficacy. This finding supports hypothesis H2 and is presented in Table 7. Figure 2
shows the interaction between hedonism and financial self-efficacy.

4.3.3. Control variables on real estate investment decision

The assessment of the sociodemographic factors (age and income) that were used as a control
variable was used in the study. Based on the results of the analysis, both age (B =0.390, t=8.840,
p<0.01) and income (B =0.320, t=5.995, p<0.01) were found to have significant differences on

Table 7. Moderation effect

Figure 2. Structural model.

Hypothesis B coefficient Standard Deviation T Statistics
FSS*HED » REID (H2) -0.153 0.059 2.587*
**represents 0.05 level of significance.
Source: Authors’ calculation
FS1 FS2 ES3 FS4 FS5 FS6
55,386 48.041 42.602 49.881 42.05654 385
Financial self
HED1 efficacyl.681 REID1
/'
'\
HED2 43.361 2.587 49.089 REID2
'\43,219 FSS*Hedonism 44.262
HED3 450128 2.064 —43.660—  REID3
+69.996 64.231.
HED4 49880 33826  REID4
’ Real estate
HED5 bl 8.840 jnvestment 992 FEIDE

decision

Ade Income
0.000 0.000
AGE INC
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Table 8. Control variable Effect

Variable B coefficient Standard Deviation T Statistics
Age - REID 0.39 0.044 8.840***
Income - REID 0.32 0.052 5.995***

Note(S): *** represents 0.01 level of significance.
Source: Authors’ calculation

the real estate investment decision-making of the retail investors, which is shown in Table 8. The
final structural research model is shown in Figure 2, as follows:

4.4. Analysis of coefficient of determination (R-square)

R square statistics reveals how much of the change in the exogenous variable is explained by the
endogenous variable. According to Hair et al., (2011), in academic research, an R-squared value of
0.75,0.50, and 0.25 for a dependent variable can be considered substantial, moderated, and weak,
respectively. The calculation results of the R square value of individual real estate investment
decisions are 0.56, which suggests that the real estate investment decisions (REID) could be
described by up to 56% of their predictor variable hedonism, and the model is found to be
moderately fit as shown in Table 9.

5. Discussions

This study seeks to examine the impact of hedonism on real estate investment decisions of retail
investors and the moderating effect of financial self-efficacy on hedonism and real estate invest-
ment decisions. The outcomes positively answer RQ1: Does hedonism impact real estate invest-
ment decisions? The findings demonstrate that hedonism has a positive and substantial impact on
real estate investment decisions, which is also in line with previous research on hedonism and
investment choices (Singla & Hiray, 2019). The possible reason is that real estate investment is
a high-risk investment that creates pleasure, excitement, a comfortable life, and social recognition
that individual endeavour for because of capital appreciation and the generation of passive income
from rentals (Rattanaprichavej et al., 2020). The fundamental financial fund approach includes
both risky and risk-free assets (Hu et al., 2021). This means that an individual who subscribes to
hedonistic principles and prioritizes pleasure and enjoyment in their decision-making may be more
likely to take risks and pursue investments that align with their personal preferences.

Addressing the study question RQ2, “Is financial self-efficacy a significant factor in strengthen-
ing or weakening retail investors’ investment decision-making in real estate?” The findings show
that financial self-efficacy has a strong detrimental impact on hedonism and real estate invest-
ment decisions. Relying on the research findings, it can be explained that a real estate investor’s
financial self-efficacy gives them greater control over their decision-making; they may affect it and
make a better choice irrespective of pleasure, excitement, and adventures. In addition, individuals
with high financial self-efficacy are more likely to make informed decisions based on their financial
goals and objectives, while those with low financial self-efficacy may be more susceptible to
making impulsive decisions based on their hedonistic desires. So, financial self-efficacy can play

Table 9. Coefficient of determination (R-Square)

Dependent
Variable R square Threshold Value Model Fit decision
REID 0.56 r’< 0.25 - Very weak Moderate.

0.25 <r? < 0.50 - Weak
0.50 < r? < 0.75 - Moderate
0.25 < r? < 0.50 -Strong

Source: Authors’ calculation
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a crucial role in direct real estate investment decisions, particularly in moderating the effects of
hedonism.

Age demographics have been demonstrated to have a significant influence on real estate
investing decisions. An individual at a young age seems to take risky investment choices and
decisions so that they will invest in real estate stocks, land, etc. When the ages of individuals grow,
because of family size and commitment, their investment in real estate in the form of houses
increases. In terms of income, when income increases, individuals seem to look for a comfortable
life, pleasure, happiness, and social recognition, which significantly influences real estate invest-
ment decisions.

6. Practical implications

6.1. Implication from real estate investors’ perspective as a buyer

If real estate investors as a buyer prioritize hedonistic desires, it may result in more emotionally
driven decision-making. For example, a buyer might be more likely to choose a property that offers
a luxurious lifestyle, regardless of whether it is a sound financial investment. However, it is also
possible that a hedonistic perspective could lead buyers to prioritize properties that offer a high
degree of comfort and relaxation, which could ultimately contribute to their overall well-being and
happiness. Real estate investors should be aware of the potential impact of hedonism on real
estate investment decisions and seek to balance personal enjoyment with financial considerations
to make informed investment decisions that align with their values and lead to greater satisfac-
tion. Furthermore, real estate investors with high levels of financial self-efficacy may be better
equipped to make investment decisions that balance personal enjoyment with financial considera-
tions, potentially leading to better investment outcomes.

6.2. Implication from real estate investors’ perspective as a seller
The implications of hedonism on real estate investment decisions from a seller’s perspective may
include the following:

(1) Understanding buyer preferences: If sellers can identify which aspects of a property are
most likely to provide hedonic value to buyers, they can tailor their marketing strategies to
highlight those features.

(2) Pricing strategy: Hedonic value can impact the perceived value of a property, which may
influence pricing decisions. Sellers may choose to price their property higher if they believe it
offers unique hedonic benefits that are not readily available in other properties.

(3) Property maintenance: Maintaining the hedonic value of a property is important to attract
buyers. Sellers should invest in maintaining the aesthetics, functionality, and overall
ambiance of their property to ensure it continues to provide hedonic benefits to buyers.

6.3. Managerial implication

Managerial implications of hedonism in real estate investment decisions include prioritizing prop-
erties that offer amenities that appeal to hedonistic investors, such as luxury features and
recreational facilities. One could expect that an individual’s values could have an impact on the
investments they make. As a result, the study gives advice to the managers who provide investing
services to their investors to make sure that in addition to looking at a person’s demographics and
risk profile, they also consider their value system. This will enable them to better serve and target
their customers. Marketing properties in a way that emphasizes their hedonistic appeals, such as
by highlighting the property’s proximity to recreational activities or its luxurious amenities. Being
aware that hedonistic investors may be willing to pay a premium for properties that offer a high
level of pleasure and comfort. Also, the interventions have to enhance FSE, which means intensify-
ing the degree of individuals. Given that financial self-efficacy is reliant on an individual’s financial
knowledge and expertise, efforts aimed at developing financial capability and strengthening
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investment stance skills should be targeted towards persons with lower levels of FSE. However, FSE
may have a crippling impact due to a misalignment between investors’ perceived capacity to bear
financial distress and their levels of monetary understanding (Hu et al,, 2021; Tang et al., 2019).
Effective interference strategies may necessitate an additional precise alignment of perceived
financial self-efficacy. However, it is important to note that hedonism can be a double-edged
sword, as too much emphasis on pleasure and comfort can lead to overindulgence and financial
problems. Therefore, it is important for real estate investors and managers to consider both the
short-term and long-term consequences of their investment decisions.

6.4. Societal implications

Increased demand for properties that offer luxury amenities and recreational facilities, leading to the
development of more high-end properties and the revitalization of certain neighbourhoods. As
a consequence of the rise in demand for luxury properties, employment in the construction and
hospitality sectors will be created. The potential for increased property values in areas where luxury
properties are being developed, which can benefit local residents and businesses. However, there can
also be negative societal implications associated with hedonism in real estate investment decisions,
such as: Displacement of lower-income residents and small businesses as a result of gentrification and
rising property values in certain neighbourhoods. Widening income and wealth inequality as luxury
properties become increasingly unaffordable for most people. Overdevelopment and the erection of
enormous luxury properties have an adverse impact on the environment and natural resources. It is
important to consider these potential societal implications when making real estate investment
decisions and to strive for balance and sustainable development.

7. Conclusion, limitations, and future scope

This research study seeks to study the influence of hedonism and real estate investment decision-
making while considering the moderating effects of financial self-efficacy, age, and income as
control variables. The required data has been gathered through an online questionnaire, and
a sample of 375 individual investors was used to confirm the model using SEM. The findings
indicate that all aspects of hedonism have a substantial impact on real-estate investing decisions.
Financial self-efficacy, which symbolises an investor’s self-control and financial status, assists
them in sustaining a positive attitude toward investment. However, financial self-efficacy has
negatively eroded the correlation between hedonism and real estate investing decisions.
Furthermore, age and income affect real estate investing decisions. This research has quite
a few limitations. To start with, the study was cross-sectional in nature; longitudinal research
would be preferable to capture changes and differences in human behaviour over time. It is vital to
note that this study was restricted to individuals who were keen to share their real estate
investment details. Next, while hedonism is one potential factor that could influence real estate
investment decisions, it is important to consider a variety of other factors as well, including
financial goals, property features, and location. Further studies can be done by using other
variables like risk absorption capacity, financial literacy as a mediating variable, and other socio-
demographic variables like occupation and education.
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