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Important strides have been made toward understanding the relationship between self-efficacy and life satisfaction. However, existing studies have largely focused on work and academic domains, leaving self-efficacy in the finance domain less frequently investigated. The present study applied the self-efficacy construct to the finance domain, namely “financial self-efficacy” (FSE), and tested the sequential mediating roles of high standards tendency and investment satisfaction in the relationship between FSE and general life satisfaction. A total of 323 employees from finance-related businesses completed anonymous questionnaires regarding FSE, high standards tendency, investment satisfaction, and general life satisfaction. Results indicated that FSE influenced general life satisfaction through investment satisfaction, and sequentially through high standards tendency and investment satisfaction. These results provide contributions to the current literature on life satisfaction, and positive psychology literature by shedding light on the roles of high standards tendency and investment satisfaction in the relation between FSE and general life satisfaction.
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INTRODUCTION

With recent developments in positive psychology, life satisfaction has become a frequently studied topic (Diener, 2000; Peterson et al., 2005; Ginevra et al., 2018; Russo-Netzer et al., 2019). Life satisfaction can be described as a cognitive process, in which individuals assess the quality of their lives based on their own unique standards (Pavot and Diener, 1993). Increasing evidence has revealed that life satisfaction is associated with positive social and emotional functioning (Suldo and Huebner, 2006; Heffner and Antaramian, 2016). Furthermore, as it is an important component in subjective wellbeing, life satisfaction is likely to reflect fulfillment of personal values and goals, acting as a positive indicator of mental health (Steger et al., 2011; Fergusson et al., 2015). Additionally, substantial evidence has identified life satisfaction as a protective factor against a variety of internalizing and externalizing disorders, including depression, anxiety, and substance abuse (Paschali and Tsitsas, 2010; Sun and Shek, 2010; Gigantesco et al., 2019). Thus, given its importance, researchers have devoted considerable efforts to identifying psychological factors that may bolster life satisfaction.

Important strides have been made toward understanding dispositional resources related to life satisfaction. According to the social cognitive model of wellbeing, self-efficacy is one of the central constructs associated with life satisfaction (Lent, 2004). Both general self-efficacy and domain-specific self-efficacy have showed significant and positive associations with life satisfaction (Bandura, 1989, 1997; Lent et al., 2005; Azizli et al., 2015; Garriott et al., 2015; Paciello et al., 2016; Burger and Samuel, 2017). However, although financial behaviors have become one of the most important parts of life, existing studies have largely focused on work and academic domains, leaving self-efficacy in the finance domain less frequently investigated (Gutter and Copur, 2011). Therefore, the current study applied the construct of self-efficacy to the finance domain—financial self-efficacy (FSE) and examined the sequential mediating mechanisms of the association between FSE and life satisfaction.


The Mediating Role of Investment Satisfaction

Financial self-efficacy (FSE) refers to one’s belief in his or her ability to achieve financial goals (Forbes and Kara, 2010). The social cognitive model of wellbeing proposed a number of mediating paths between self-efficacy (both general and domain-specific) and life satisfaction, including “from personality characteristics – via generalized and domain-specific self-efficacy – to domain-specific and life satisfaction” and “from personality characteristics – via domain-specific satisfaction – to life satisfaction” (Lent, 2004). These paths imply the mediating effect of domain-specific satisfaction in the association between domain-specific self-efficacy and life satisfaction.

In the finance domain, one potential mechanism underlying the association between FSE and life satisfaction is investment satisfaction. Investment satisfaction describes investors’ subjective evaluations of the quality of their decisions and performance (Asif, 2016). It is similar to, but still different from, “financial satisfaction,” which refers to the overall subjective evaluation of an individual’s financial situation (Ng and Diener, 2014), while investment satisfaction concerns judgments of one’s investment quality. Investment in risky and riskless assets is one of the most important strategies for financial wealth accumulation (Donnelly et al., 2012). Recent evidence has shown that making better investment decisions is significant in enhancing the likelihood of financial independence at a future date (Xiao et al., 2014a). Thus, investment satisfaction is better considered as a separate indicator, not combined with financial satisfaction.

Some indirect evidence has suggested the mediating role of investment satisfaction in the relationship between FSE and general life satisfaction. Core characteristics of FSE may help in the understanding of its relationship with investment satisfaction. Goal orientation inherent in self-efficacy appears to be critical in fostering achievement-relevant behaviors (Bandura, 1997; Brown et al., 2005). Specifically, individuals with a strong sense of FSE may focus their attention and motivation on how to master the investment decision-making process to gain favorable outcomes, thus leading to higher levels of satisfaction with their investment performance (Lee and Mortimer, 2009; Korniotis and Kumar, 2011; Xiao et al., 2014b; Farrell et al., 2016). Moreover, some empirical studies have suggested a positive correlation between FSE and investment satisfaction. For example, perceived financial capability (a variable similar to FSE) was found to have a positive correlation with financial satisfaction (Xiao et al., 2014b). Furthermore, numerous studies have demonstrated positive relationships between domain-specific satisfaction and general life satisfaction. Such positive associations have been identified in many major life domains, including work, academia, and family (Badri et al., 2013; Weber and Huebner, 2015; Cho and Tay, 2016; Sheu et al., 2016). The increasingly important role of financial satisfaction, especially investment satisfaction, in the improvement of modern life calls for more comprehensive information regarding subjective wellbeing (Joo and Grable, 2004). Thus, FSE may be indirectly associated with life satisfaction through investment satisfaction. However, to the best of our knowledge, no studies have yet tested the mediating relationships between these variables in the finance domain.



The Mediating Role of High Standards Tendency

Another potential mechanism underlying the association between FSE and life satisfaction is high standards tendency. High standards tendency is a psychological construct derived from the work of Schwartz et al. (2002), representing individuals’ tendencies to hold high standards for themselves and things in general. Relatively little research seems to have addressed this mediating process; however, some indirect evidence is available. First, FSE may increase one’s propensity for high standards. Given the motivational aspect of FSE, individuals high in FSE tend to believe in their capability to achieve financial goals. This belief might encourage them to maintain and enhance high standards and make further progress toward their financial goals, which are essential to high standards tendency (Schwartz et al., 2002; Lown, 2011). Moreover, some empirical studies have suggested a positive relationship between self-efficacy and high standards tendency (Ganske and Ashby, 2007; Lai, 2010; Rim et al., 2011). For example, Rim et al. (2011) reported that general self-efficacy was positively correlated with high standards tendency. Ganske and Ashby (2007) found that individuals with high self-efficacy for career decision-making were more likely to pursue high standards. These findings suggest that not only general self-efficacy but also domain-specific self-efficacy contribute to high standards tendency.

Additionally, researchers have argued that high standards tendency may positively influence individual life satisfaction. For example, Rim et al. (2011) and Purvis et al. (2011) found that high standards tendency was positively correlated with general life satisfaction. Moreover, high standards tendency is the core characteristic of adaptive perfectionism, which showed a positive association with general life satisfaction (Gilman et al., 2005; Park and Jeong, 2015). Therefore, FSE may be indirectly associated with life satisfaction through high standards tendency.



The Relationship Between High Standards Tendency and Investment Satisfaction

As discussed above, both investment satisfaction and high standards tendency are associated with general life satisfaction. Additionally, in a study by Giacopelli et al. (2013), high standards tendency was found to significantly predict increased job satisfaction, suggesting a positive association between high standards tendency and domain-specific satisfaction. This finding also suggested that it is feasible to treat high standards tendency as a factor for domain-specific satisfaction. Nevertheless, there are few published studies to date on this topic. Additional research is therefore necessary to better understand the relationship between high standards tendency and satisfaction in other important domains. Thus, the present study aimed to address this gap in the literature by testing the hypothesis that high standards tendency would be significantly related to satisfaction in the investment domain.



The Present Study

The present study sought to reveal the underlying mechanisms of the relationship between financial self-efficacy and general life satisfaction using a sequential mediation model with four specific goals: (1) to examine whether FSE, as domain-specific self-efficacy, is as significant predictor of general life satisfaction; (2) to examine whether investment satisfaction mediates the relationship between FSE and general life satisfaction; (3) to examine whether high standards tendency mediates the relationship between FSE and general life satisfaction, and (4) to determine whether high standards tendency is a significant independent predictor of investment satisfaction. Therefore, four hypotheses could be proposed as follows:

Hypothesis 1: FSE would relate positively to general life satisfaction.

Hypothesis 2: FSE would increase investment satisfaction, which in turn would contribute to general life satisfaction.

Hypothesis 3: FSE would improve high standards tendency, which in turn would contribute to general life satisfaction.

Hypothesis 4: FSE would sequentially increase high standards tendency and investment satisfaction, which in turn would contribute to general life satisfaction.

The hypothesized research model is presented in Figure 1.
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FIGURE 1. The hypothesized research model.





MATERIALS AND METHODS


Sample

Study participants included employees from the finance industry (e.g., banking, insurance). They were asked to complete questionnaires during their coffee break in training seminars and return them to the seminar instructors. The sample size was estimated using the G-power 3.1 program. For linear multiple regression, the minimum required number of participants was 279, based on an α level of 0.05, power (1-β) of 0.80, effect size (f2) of 0.05, and six predicting variables (Faul et al., 2009; Tang et al., 2019). Considering potential dropouts and missing data, questionnaires were distributed to 360 participants, and 342 were returned. Participants’ missing data on education (4.6%), age (0.9%), or gender (0.5%) were excluded from analysis. Thus, the final sample included 323 participants (172 males; mean age = 29.90 years, SD = 5.74). Written informed consent was obtained from all participants. All materials and procedures were approved by the Guangdong University of Finance Human Investigation Committee.



Measures


Financial Self-Efficacy

Montford and Goldsmith (2016) developed the 5-item Financial Self-efficacy Scale. A Chinese version of the measurement was developed using forward and backward translation. It has demonstrated good reliability and validity (Tang et al., 2019). Participants indicated their degree of agreement to items using a 7-point scale ranging from “1” (strongly disagree) to “7” (strongly agree). The mean scores were computed, with higher scores indicating higher FSE. Cronbach’s alpha and McDonald’s Omega were 0.841 and 0.849, respectively, and the one dimensional structure was supported (CFI = 0.924, GFI = 0.909, SRMR = 0.050), demonstrating a good reliability and structure validity. The maximum shared squared variance (MSV, 0.893) was less than the average variance extracted (AVE, 0.901), and the AVE was no less than 0.50, indicating acceptable convergent validity and discriminant validity.



Global Life Satisfaction

Diener et al. (1985) developed the 5-item Life Satisfaction Scale. This scale has demonstrated good reliability and validity in Chinese samples (Du et al., 2015; Lian et al., 2018). Participants rated their degree of agreement to items using a 7-point scale ranging from “1” (strongly disagree) to “7” (strongly agree). The mean scores were computed, with higher scores indicating higher life satisfaction. Cronbach’s alpha and McDonald’s Omega were 0.931 and 0.931, respectively, and the one dimensional structure was supported (CFI = 0.983, GFI = 0.966, SRMR = 0.025), demonstrating a good reliability and structure validity. The MSV (0.900) was less than the AVE (0.950), and the AVE was no less than 0.50, indicating acceptable convergent validity and discriminant validity.



High Standards Tendency

High standards tendency was measured directly through one statement adopted from Pan and Statman (2012) and Nenkov et al. (2008). Participants were required to use a 7-point scale ranging from “1” (strongly disagree) to “7” (strongly agree) to rate how much they agreed with the following item: “No matter what I do, I have the highest standards for myself. Second best is not good enough for me.” Higher scores indicate more high standards tendency.



Investment Satisfaction

Investment satisfaction was measured directly through one statement adopted from Asif (2016) and Wang et al. (2006). Participants were required to use a 7-point scale ranging from “1” (strongly disagree) to “7” (strongly agree) to rate how much they agreed with the following item: “I was satisfied with trading results in the last year.” Higher scores indicate higher levels of investment satisfaction. Single-item measures of domain-specific satisfaction are appropriate for numerous research contexts and have been shown to be reliable and valid (Cho and Tay, 2016).




Data Analysis

Data were analyzed using IBM SPSS version 22. Analyses were conducted in two steps. First, descriptive statistics (i.e., M, SD) and bivariate correlations for major variables were calculated. Second, to test the sequential mediation model, a bootstrapping method with an SPSS PROCESS Macro (Model 6; Hayes, 2017) was used. The 95% confidence interval (CI) for the indirect effect was a bias-corrected estimate based on 5,000 bootstrapping resamples. The mediating effect was considered to be significant at the level of p < 0.05, when the 95% CI did not include zero. Missing data were less than 1% and were estimated using expectation maximization.




RESULTS


Preliminary Analyses

Correlation matrices for all variables along means and standard deviations are presented in Table 1. FSE, high standards tendency, and investment satisfaction showed significant and positive correlations with general life satisfaction. FSE and high standards tendency was positively associated with investment satisfaction. High standards tendency was positively related to general life satisfaction.



TABLE 1. Means and standard deviations of all variables along with their correlations.
[image: Table1]



Mediation Analyses

The Hayes SPSS Process Macro was used to examine the sequential mediating effect of high standards tendency and investment satisfaction in the relationship between FSE and general life satisfaction. The full process model showing all path coefficients is presented in Table 2 and Figure 2. Total, direct, and indirect effects are presented in Table 3.



TABLE 2. Testing the mediation effect of financial self-efficacy on general life satisfaction.
[image: Table2]
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FIGURE 2. Effect of financial self-efficacy and general life satisfaction via high standards tendency and investment satisfaction. ***p < 0.001.




TABLE 3. Total, direct, and indirect effects of financial self-efficacy on general life satisfaction.
[image: Table3]

First, as shown in Table 2, after controlling for the influence of gender, age, and education, FSE had a significant positive effect on general life satisfaction (c = 0.616, p < 0.001). Thus, Hypothesis 1 was supported. However, the effect of FSE on general life satisfaction was found to decrease (c’ = 0.252, p < 0.001) after the inclusion of high standards tendency and investment satisfaction in the direct effect model. This decrease in the magnitude of the effect of FSE on general life satisfaction without a decrease in the significance level indicated partial mediation.

Second, results of the indirect effect are displayed in Tables 2 and 3. After controlling for the influence of gender, age, and education, the effect of FSE on general life satisfaction through investment satisfaction was significant [a2b2 = 0.252, CI = (0.177, 0.339)]. Hypothesis 3 was supported. However, the indirect effect through high standards tendency was insignificant [a1b1 = 0.053, CI = (−0.017, 0.124)]. Hypothesis 2 was not supported. Further, the indirect effect of FSE on general life satisfaction through the sequential mediating effect of high standards tendency and investment satisfaction was significant [a1d21b2 = 0.059, CI = (0.025, 0.107)]. Hypothesis 4 was supported.




DISCUSSION

The present study aimed to investigate the influence of FSE on general life satisfaction. An attempt was also made to examine underlying psychological processes by testing a sequential mediation model. The results largely provided support for the study’s hypotheses. Individual FSE was found to relate positively with high standards tendency, investment satisfaction, and general life satisfaction. Additionally, FSE was found to influence general life satisfaction through investment satisfaction, and sequentially through high standards tendency and investment satisfaction. However, high standards tendency alone failed to mediate the relationship between FSE and general life satisfaction.

First, we found a positive relationship between FSE and general life satisfaction. Significant associations between domain-specific self-efficacy and general life satisfaction can be seen in different domains. For example, academic, social, health, and occupational self-efficacy have been shown to improve general life satisfaction (Vecchio et al., 2007). The findings of the present study suggested that the positive associations between domain-specific self-efficacy and general life satisfaction extend to the finance domain. FSE, which reflects the perceived control investors hold over themselves and their financial circumstances, enables investors to develop a constructive outlook on life.

Second, investment satisfaction was found to mediate the relationship between FSE and general life satisfaction. This mediation model provided compelling evidence for an integrative model of life satisfaction, which combines top-down and bottom-up explanations of life satisfaction (Heller et al., 2004). The first stage of mediation analysis revealed that FSE was associated with higher levels of investment satisfaction. The top-down approach treats domain-specific satisfaction and general life satisfaction as a function of the person, emphasizing the direct association between dispositional traits and domain/life satisfaction (Erdogan et al., 2012). Domain-specific self-efficacy can be considered a stable personality trait (Grether et al., 2018). The direct positive association between FSE and investment satisfaction indicated that FSE plays a highly prominent role in determining one’s satisfaction in the investment domain. At the second stage of mediation analysis, a positive association between investment satisfaction and general life satisfaction was found, congruent with the bottom-up approach, which posits that domain satisfaction information is used to make judgments regarding general life satisfaction. Satisfaction in different important life domains (e.g., social, health, occupational) has been found to directly influence general life satisfaction (Hart, 1999; Cho and Tay, 2016; Jovanović et al., 2017). Thus, the results of the present study extended findings from previous studies and suggested that satisfaction in the investment domain contributes to the explanation of general life satisfaction.

Third, high standards tendency failed to mediate the relationship between FSE and general life satisfaction; however, high standards tendency and investment satisfaction sequentially mediated this relationship. These findings may reveal the differential impact of high standards tendency on domain-specific life satisfaction and general life satisfaction. There is a possibility that the positive impact of high standards tendency may be more evident for specific tasks or goals than general ones, thus first leading to more satisfaction in a specific domain (e.g., the investment domain), which in turn contributes to more general life satisfaction. Another possible reason for these findings could be the use of a single-item measure for high standards tendency. A study to develop a scale related to high standards tendency also highlighted measurement issues in accurately capturing the construct (Nenkov et al., 2008). Additionally, the sequential mediation model provided new insights into the literature by revealing the possibilities of other pathways in explaining the relationship between domain-specific self-efficacy and general life satisfaction.

The present study has important practical implications. Searching for ways to improve general life satisfaction is an important personal and societal goal for both researchers and the general public (Diener, 2000). First, our model recognized the importance of FSE, regardless of participants’ sociodemographic background. Interventions should be tailored to help individuals enhance FSE. Since FSE is based on a person’s financial knowledge and skills, interventions targeting individuals with lower levels of FSE should be aimed at promoting financial literacy and improving financial decision-making skills (Williams, 2007; Rothwell et al., 2016). However, a debilitating effect of FSE may arise due to a lack of congruence between investors’ perceived capability to cope with financial circumstances and their levels of financial knowledge (Moores and Chang, 2009; Tang et al., 2019). These intervention programs may require a more accurate match between perceived FSE and actual financial literacy. Second, previous studies have identified the importance of domain-specific life satisfaction, such as work, social, and leisure, relatively neglecting the contributions of life satisfaction in finance, especially in the investment domain, although financial activities have become increasingly more relevant in consumers’ lives. With knowledge regarding high standards tendency and investment satisfaction as mediators operating sequentially in the link between FSE and general life satisfaction, targeting efforts toward proximal antecedents of general life satisfaction might be effective for improving general life satisfaction, particularly for situations where directly targeting FSE is more difficult. For example, practices to set high standards for investment decisions and performance in an adaptive way (Tashjian, 2019) and improve investment satisfaction (e.g., recognize and overcome the psychological biases in the financial investment decision making; Sahi, 2017) would be recommended to improve general life satisfaction.

We also acknowledge several limitations in the present study and suggest future research directions. First, we acknowledge that no conclusion regarding causality or directionality can be drawn, due to the study’s cross-sectional design. Reciprocal relationships between domain-specific satisfaction and general life satisfaction have been proposed (Lance et al., 1989; Singley et al., 2010); therefore, a longitudinal design may provide more comprehensive insight into the directionality among FSE, high standards tendency, investment satisfaction, and general life satisfaction. Second, self-reported data remain subject to several potential risks of bias, such as social desirability, selective memory bias, and common method variance. This limitation could be addressed by using multi-method and multi-informant data collection strategies. Third, this study used convenience sampling, which limits the ability to generalize beyond highly similar groups. Replication with a larger and more diverse sample should be done to validate the findings. Fourth, the present study only investigated the contributions of investment satisfaction to general life satisfaction, without controlling for the influence of satisfaction with other important domains, which may exaggerate the association between investment satisfaction and life satisfaction. Future research may benefit from simultaneously exploring contributions of different important satisfaction domains. Fifth, the present study used single items to assess high standards tendency and investment satisfaction. Multi-item measures have been shown to be preferable due to their superior psychometric properties. However, it is also worth noting that, as mentioned in the Methods, single-item measures of domain-specific satisfaction are appropriate for numerous research contexts and have been shown to be reliable and valid. For a relatively intuitive construct such as high standards tendency, single-item indices can be as informative as multi-item scales, although single-item measures of high standards tendency have been used in relatively few studies (Burisch, 1984; Nenkov et al., 2008; Pan and Statman, 2012). The development and use of brief and multi-item high standards tendency measures is encouraged for future research.

Despite the above limitations, the present study provided empirical evidence for a model in which high standards tendency and investment satisfaction sequentially mediated the relationship between FSE and general life satisfaction. Thus, contributions to positive psychology can be drawn from novel insights from our work to help individuals improve general and domain-specific life satisfaction.
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