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ABSTRACT

Financial problems and stress among Malaysian tertiary students could be 
instigated by poor financial management. This study assessed Malaysian 
tertiary students’ financial literacy, money ethic, financial knowledge and 
family influence in explaining Financial Well-Being (FWB) through ethical 
financial behavior. Ethical financial behavior it was introduced as a mediator 
via online survey questionnaires and 134 of the 200 questionnaires that 
were delivered were used for analysis. Employing Partial Least Squares 
Structural Equation Modelling (PLS-SEM), this study evaluated the 
hypotheses. The findings indicated that ethical financial behavior acted as 
the primary precursor, succeeded by money ethics and familial influence in 
forecasting FWB. Thus, achieving FWB among Malaysian tertiary students 
necessitatesa balance between money ethic and expenditure, alongside 
the management of financial literacy and knowledge. It is imperative for 
governmental and financial institutions to amplify their roles and initiatives 
towards cultivating a financially literate and adept society. This research 
provides complementary insights into financial comprehension, aiding the 
development of ideas associated with financial management, which prove 
advantageous not only for students but also for society at large.
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INTRODUCTION

Ethical financial behaviour plays a crucial role in defining the financial 
well- being of Malaysian tertiary students. This concept encompasses the 
decision- making processes that adhere to personal and societal ethical 
standards, focusing on long-term financial healt hand social responsibility. 
For students, this involves making informed choices about spending, 
borrowing, and saving, considering their limited financial resources and 
future financial stability. Ethical financial behaviour is particularly significant 
in the context of this demographic, as students often encounter their first 
major financial decisions, such as managing student loans,budgeting with 
limitedfunds,and planning future expenses. By integrating the principles 
of ethical financial behaviour, students can avoid the pitfalls of impulsive 
spending and unsustainable debt, which are prevalent issues exacerbated 
by social influences and the pressures of modern consumer culture.

In recent times, the financial stability of young adults in Malaysia 
has been adversely affected by the COVID-19 pandemic, resulting in 
diminished savings and income prospects. Consequently, there has been 
a noticeable increase in underemployment not only within Malaysia but 
also globally. Within this demographic, several categories exist. Firstly, 
young adults may be students or part-time workers embarking on their 
college journey, navigating expenses and tuition fees. Alternatively, they 
might be unemployed or recent graduates seeking stable employment, 
possiblyearning lower salaries compared to their more experienced 
counterparts. Another subgroup includes newlyweds establishing their own 
families ornew parents, taking on responsibilities for both their families 
and young children. FWB among tertiary students is a multifaceted and 
pressing concern, influenced by various factors such as financial literacy, 
money ethic, financial knowledge, and family influence. One noteworthy 
dimension of this issue is the provocative spending trend observed among 
students, which raises questions about the ethical dimensions of financial 
behaviour in the academic setting. From the perspective of students in 
tertiary education, the situation differs as they are between students in 
schools who are entirely dependent on their parents and adults who are fully 
independent in managing their financial obligations. Many students face 
their first financial obligations when entering college, although they partially 
depend on their parents or financial loans (or scholarships). Although most 
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of them do not have income, they must manage their financial obligations 
using little money from their parents or other sources.

Malaysian tertiary students, lacking personal income, often rely 
on minimal financial support from parents or alternative sources to meet 
their financial obligations. Additionally, their susceptibility to imprudent 
financial management stems from a deficiency in knowledge or experience. 
Consequently, inadequate financial management can precipitate financial 
difficulties and stress among Malaysian tertiary students. Traditionally, 
individuals in Malaysia are expected to secure employment by the age 
of 24 (Sabri et al., 2023). Thus, this study focused on Malaysian tertiary 
students aged between 18 and 29 years old, as this age range defines “young 
adults” in Malaysia.

The Financial Well-being Research Framework represents a state 
of contentment or overall satisfaction with one’s financial circumstances. 
It encompasses financial situations that offer both security and freedom 
of choice, addressing both material and non-material aspects of living. 
FWB goes beyond mere monetary stability, encompassing an individual’s 
comprehensive FWB and ethical conduct in financial matters. An 
understanding of the components contributing to FWB is pivotal in 
fostering responsible financial behavior among tertiary students. One of 
the contemporary challenges impacting the FWB of tertiary students is the 
provocative spending trend. Recent evidence suggests a surge in extravagant 
expenditures on non-essential items, often driven by social influences, peer 
pressure, and the desire to maintain a certain lifestyle.

Social media platforms amplify these trends, creating an environment 
where students feel compelled to engage in provocative spending to align 
with perceived societal norms. The research concentrated on individuals 
aged between 18 and 30 by Razak et al. (2014) indicated that young 
Malaysians tend to prioritize spending on food and transportation over 
electronics, gadgets, entertainment, and sports activities. However, 
inefficient debt management, unplanned spending, weak personal financial 
management, self-influence on certain habits, and various other factors lead 
to the declaration of bankruptcy for many young individuals (Nurauliani 
et al., 2015).
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According to the report released by the Malaysian Insolvency 
Department (2023), there were 49,133 instances of bankruptcy recorded 
over a five-year period from 2018 until December 2022. Furthermore, in 
2022, there were 16 petitions filed daily, with an equivalent number of cases 
registered each day. Approximately 40 per cent of these cases involved 
individuals aged 35 to 44, while 29 per cent implicated those aged 45 to 
54. Bankruptcy is more common among young people and recent graduates 
because of a lack of knowledge in financial planning and the unwise 
financial behaviour exhibited by these individuals (Murthy & Mariadas, 
2017). Young adults constitute a significant portion of Malaysia’s 32.6 
million population, as indicated by official estimates showing that youths 
make up 45.8% of the total population (Department of Statistics Malaysia, 
2020). This highlights the precarious financial situation of young adults in 
the country, the resolution of which could profoundly impact Malaysia’s 
economic trajectory in the future.

Ahlam and Sheerad (2021), indicated a significant relationship 
between financial literacy and financial behaviour. Enhanced financial 
literacy empowers individuals, particularly young adults and Malaysian 
tertiary students to leverage their financial knowledge and skills in engaging 
in prudent financial activities, thus exhibiting planned and responsible 
financial behaviour promptly. The transition from financial dependence to 
financial independence poses challenges for Malaysian tertiary students in 
making critical decisions.

They will experience a significant transitional moment in which 
parental monitoring and oversight are diminished, and the students 
attain financial independence (Riyaz ahmed et al.,2021). The situation 
isquitedifferent;they usually need more financial constraints as most need 
their own income. This situation causes students to manage their finances 
differently (Stollak et al., 2011). Some are willing to go hungry, and some 
work part-time to earnextra pocket money (Abdul Rahman & Zulkifly, 
2016). In a similar vein, the tendency of Malaysian tertiary students to 
trap in a digital lifestyle is high, exposing them to financial burdens (Asian 
Institute of Finance, 2017). Changing consumer patterns and easy access 
to private debt facilities result in youths becoming bankrupt as they lose 
control over their finances (Yeganeh, 2021).



89

DETERMINANTS OF ETHICAL FINANCIAL BEHAVIOUR AND WELL- BEING

In Malaysia, research conducted by Trading Economics (2023)in 
dicated that consumer spending decreased to RM241464 million in the 
fourth quarter of 2023 from RM247041 million in the third quarter of 2023. 
Consumer spending in Malaysia averaged RM142,185.30 million between 
2005 and 2023. It peaked at RM247,041.00 million in the third quarter 
of 2023 and hit a nadir of RM56,768.00 million in the second quarter of 
2005. Malaysian tertiary students are particularly susceptible to imprudent 
financial management practices. Poor financial management can trigger 
financial problems and stress for Malaysian tertiary students, especially 
when they neglect the importance of financial knowledge, as Norlaila et 
al. (2019) mentioned.

Aligning with this reasoning, the objective of this study was to assess 
Malaysian tertiary students’ethical financial behavior in explaining FWB.
To comprehend and address this provocative spending trend, it became 
imperative to investigate the interplay between financial literacy, money 
ethic, financial knowledge, and family influence. Each of these factors plays 
a crucial role in shaping students’ attitudes and behaviors towards money. In 
other words, this study aims to delve into the intricate relationships between 
financial literacy, money ethic, financial knowledge, family influence, 
and the provocative spending behaviors exhibited by tertiary students. In 
addition, this study will investigate the mediator roles of ethical financial 
behavior.

Further, the study delved into how financial literacy, money ethics, 
and family influence intersected to mold students’ ethical financial 
behaviour. Enhanced financial literacy was posited to empower students 
with the knowledge and skills necessary to navigate their financial landscape 
responsibly. Similarly, strong money ethics can encourage frugality and 
integrity in financial dealings. Family influence also plays a pivotal role, as 
familial attitudes and behaviours towards money can significantly shape a 
student’s financial practices and ethical standards. Together, these elements 
contribute to a student’sability tomanage finances with prudence and ethical 
consideration. This study aimed to analyse these interactions and their 
cumulativeimpact on the financial well-being of Malaysian tertiarystudents, 
highlighting the critical nature of fostering ethical financial practices from 
a young age to promote sustainable financial futures.
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Hence, this study explored how financial literacy programs, money 
ethic development, increased financial knowledge, and family dynamics 
acted as mitigating or exacerbating factors in the context of provocative 
spending. By synthesizing current evidence, this study aimed to contribute 
valuable insights into the holistic understanding of FWB and ethical financial 
behavior among tertiary students. This paper continues with the literature 
review section. Next, the methodology and result sections will discuss the 
research design, respondents and finding results table. The final section 
will conclude the research with recommendations and highlight the study’s 
implications.

LITERATUREREVIEW

Financial Literacy

Financial literacy is one of the most studied subjects in personal 
finance. The findings from Albeerdy & Gharleghi (2015) at several colleges 
and universities in Malaysia found that education, financial socialization 
agents and money attitude directly influenced financiall iteracy. A positive 
correlation existed between financial literacy and all variables, underscoring 
their significance as determinants of financial literacy. Gender was found 
to have no significant impact, whereas income and age were identified as 
influential factors affecting financial literacy among students. The results 
presented that the model was accepted, and all variables were essential in 
determining financial literacy. The value that lies within individual may be 
influence by financial literacy, financial management and stress towards 
finance (Delafrooz & Paim, 2011).

Utkarsh et al. (2020) examined the link between financial literacy and 
FWB in India and found it to be insignificant. Instead, they emphasized the 
impact of attitudes and financial socialization on the FWB of young adults. 
Improved financial literacy led to better financial management, potentially 
enabling families to increase their surplus and cope with challenging 
financial situations. According to Lusardi (2019), financial literacy included 
not only knowledge and understanding of financial concepts and risks but 
also the skills, motivation, and confidence to apply that knowledge and 
understanding in practice.
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Inadequate financial skills, on the other hand, can lead to various 
pitfalls, including susceptibility to debt. Generally, financially literate 
millennials are expected to exhibit better financial behaviors, contributing 
to economic security and overall community well-being, thereby fostering 
economic development (Dewi et al., 2020). Thus, we hypothesized that 
financial literacy positively influences financial behavior (H1):

H1:	 Financial literacy has a positive effect on ethical financial behavior.

Money Ethic

The Theory of Lea and Webley (2005, pp. 161-176) elaborate on the 
complex relationship individuals have with money, portraying it both as 
a means to achieve goals and as resembling a drug. This dual perspective 
suggests that money serves as a tool for acquiring goods and services 
while also being pursued as an end in itself. People are attracted to money 
because of its ease of exchange for desired commodities and services. The 
latter aspect of Lea and Webley’s Theory characterizes money as having 
motivational properties similar to a drug, despite its lack of inherent 
functionality.

Attitudes toward money are shaped by educational, occupational, and 
financial contexts (Furnham & Argyle, 1999). Elif Akben-Selcuk (2015) 
asserted that these attitudes significantly influence students’ financial 
behaviors, with those exhibiting positive attitudes demonstrating timely 
bill payments, effective budgeting, and prudent savings habits. Setiyani 
and Solichatun (2019) further argued that positive financial attitudes foster 
responsiblefinancialbehaviors,creatingacyclicalrelationshipwhereingood 
attitudes reinforce good behaviors. Therefore, the following hypothesis 
(H2) was proposed:

H2:	 Money ethic has a positive effect on ethical financial behavior.

Financial Knowledge

Financial knowledge pertains to an individual’s capacity to 
comprehend and utilize financial concepts, as outlined by OECD (2018). 
Financial literacy and financial knowledge are intertwined. Financial 
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knowledge serves as the cornerstone upon which financial literacy is 
constructed (Mandell, 2006). Financial knowledge alone cannot guarantee 
behavioral improvements, financial literacy tries to change behavior by 
enhancing financial decision-making skills (Mitchell & Lusardi, 2014). A 
person will act rationally to facilitate consumption during his life with good 
knowledge (Kempson, Finney & Poppe, 2017).

Brüggen et al. (2017) developed a comprehensive framework for FWB 
that incorporates contextual factors, interventions, behaviors, consequences, 
and personal traits. Kempson and Poppe (2018), building upon this 
framework, expanded it to include financial knowledge, skills, attitudes, 
socio-economic status, and personality traits based on studies across multiple 
countries. Barrafrem et al. (2020a) emphasized the importance of contextual 
factors, while Gonçalves et al. (2021) and Lee et al. (2020) highlighted the 
influence of household, community, societal factors, and financial planning 
on FWB, respectively. Therefore, the formulated hypothesis (H3) was;

H3:	 Financial knowledge has apositive effect on ethical financial behavior.

Family Influence

Family influence is deemed as the determinant of financial literacy 
among Malaysian tertiary students. The spending behavior or financial 
management of one’s family might influence the family members to follow. 
According to Hira (1997), financial attitudes and the spending behavior ofthe 
family will be transferred to the students when they manage their finances. 
Williams (2010) stated that parents’ guidance on financial mattersis very 
important and essential to ensure the well-being of their children’slife in 
the future.

According to Kuknor and Sharma (2017), professionals with a 
positive attitude towards debt tend to have higher FWB. Conversely, 
compulsive buying behavior is negatively associated with FWB, leading 
to financial distress. Similarly, Zvonkovic et al. (2013) highlighted the 
adaptive responses of professional families to economic uncertainties, 
with adjustments in spending habits amid reduced leisure and dining 
expenditures. Understanding the impacts of economic strains and work 
pressures is crucial for enhancing familial FWB. Therefore, the following 
hypothesis (H4) was formulated:



93

DETERMINANTS OF ETHICAL FINANCIAL BEHAVIOUR AND WELL- BEING

H4:	 Family influence has a positive effect on ethical financial behavior.

The Mediation Role of Ethical Financial Behavior

Financial behavior is “the acquisition, allocation, and use of financial 
resources oriented toward some goal” (Topa et al., 2018, p. 3). Personal 
financial behavior can be investigated by looking at how well a person 
manages cash, savings, debt, and other expenses (Hasibuan et al., 2018). 
However, Fei et al. (2020); Sabri et al. (2020a) found a negative link between 
financial behavior and financial vulnerability, which has a detrimental impact 
on an individual’s economic well-being. Empirical research indicates that 
adept financial management within families leads to enhanced long-term 
economic well-being and financial contentment (Consumer Financial 
Protection Bureau, 2015). Furthermore, positive financial behaviors, 
including financial management, savings, and investing, are essential 
determinants of FWB (Sabri et al., 2020b). Therefore, the formulated 
hypothesis (H5) was;

H5:	 Ethical financial behavior has a positive effect on FWB.

Financial literacy plays a crucial role in making financial decisions 
within house holds approaching retirement (Xue, Gepp, O’Neill, Stern & 
Vanstone, 2020). Previous research has confirmed a positive correlation 
between financial literacy and FWB (Grohmann, 2018). Kaur, Yadav & 
Gautam (2013) asserted that financial literacy was an essential life skill 
for individuals to achieve FWB. Xiao et al. (2014) conducted research on 
consumer financial capability and financial satisfaction, suggesting that 
commendable financial behavior, subjective financial literacy, and financial 
capability all contribute positively to FWB. Consequently, based on this 
discourse, the study posited the following hypothesis (H6):

H6:	 Ethical financial behavior mediates the relationship between financial 
literacy and FWB.

Research by the Consumer Research and Resources Centre (2012) 
highlighted that around half of young workers aged 18–35 encountered 
substantial debt issues, particularly those earning between RM2,000 and 
RM3,000 per month. A survey conducted by the Credit Counselling and Debt 
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Management Agency (2018) revealed that almost half of Malaysian working 
adults were classified as ‘need attention’ or ‘under pressure’ regarding their 
FWB scores. In terms of financial behaviors, two out of 10 working adults 
admitted to having no savings in the past six months. Moreover, over half of 
those earning less than RM2,000 struggled to save RM1,000 for emergency 
expenses. Three out of 10 acknowledged occasionally borrowing money 
for essential needs.

Consequently, a majority of young adults in Malaysia heavily rely on 
loans and credit cards, possibly due to commitments such as housing and 
car purchases that escalate their loan repayment obligations. Given these 
statistics, it is not surprising that young adults reported lower FWB due to 
their limited financial literacy and unfavorable financial behaviors.

Individuals with positive financial  behaviors managed their finances 
better to achieve higher economic well-being (Brilianti & Lutfi, 2020; 
Wijekoon etal., 2021a; 2021b). However, diverse financial behavior, 
including wise and cautious money spending, is a valuable safeguard against 
unsafe financial behaviors (Topa et al., 2018). Therefore, the following 
hypothesis (H7) was proposed:

H7:	 Ethical financial behavior mediates the relationship between 
moneyethic and FWB.

In the contemporary financial market, financial knowledge has gained 
heightened importance due to its increasing complexity. Consequently, 
consumers are shouldering more significant responsibilities in financial 
decision-making, including tasks such as investing and saving (Garg & 
Singh, 2018). Furthermore, Engels et al. (2020) discovered that individuals 
with a higher level of financial expertise exhibit better abilities in detecting 
fraud. Research conducted by Younas emphasized the direct impact of 
financial knowledgeon FWB (Younas, Javed, Kalimuthu, Farooq,Khalil-
ur- Rehman, & Raju, 2019).

The study also urged governments, financial institutions, and 
economists to implement programs aimed at enhancing financial knowledge, 
coveringareas such as investment, daily necessities, and retirement savings, 
thereby contributing to overall well-being. Riitsalu and Murakas (2019) 
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similarly affirmed a strong correlation between knowledge and FWB 
(Riitsalu & Murakas, 2019). Therefore, the formulated hypothesis (H8) was;

H8: 	 Ethical financial behavior mediates the relationship between financial 
knowledge and FWB.

In a study conducted by Sabri (2011) on students, it was discovered that 
discussions within the family, particularly initiated by parents, contribute to 
providing additional information and knowledge to the students. The family 
income serves as the initial reference for every student, and irrespective 
of the present reliance on parental financial support, this background 
significantly influences the perspectives and behaviors of Malaysian tertiary 
students regarding money (Graves & Savage, 2015). Hence, the subsequent 
hypothesis (H9) was formulated:

H9: 	 Ethical financial behaviour mediates the relationship between family 
influence and FWB.

Financial Well-Being

An individual’s happiness is influenced by financial situations, 
focusing on individuals’ knowledge, behavior, and financial inclusion, 
which contribute to achieving FWB. FWB is also perceived as a condition 
for a person to maintain the desired standard of living and financial freedom 
(Brüggen, Hogreve, Holmlund, Kabadayi, & Löfgren, 2017). The standard 
of living refers to the combination of wealth, services, comfort, and goods 
available to someone considered necessary for their life (Fah, 2010). It 
makes FWB a dream for everyone to meet their standard of living. Kempson, 
Finney, & Poppe (2017) defined FWB as the extent to which a person can 
comfortably fulfil all their current commitments and needs and have the 
financial resilience to sustain them in the future.

Personal preferences and aspirations play a significant role in 
individuals’ financial decisions and sacrifices to attain their goals, as 
observed by Tanoto and Evelyn (2019), who found that financial knowledge 
significantly impacted FWB. Recognizing the national importance of young 
adults’ FWB, including in Malaysia, considerable efforts have been made 
to facilitate FWB attainment. Young adults with solid financial knowledge, 
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socialization in financial matters, good financial behaviors, and manageable 
financial strain are more likely to lead financially prosperous lives. 
Therefore, this study incorporated five factors in the research framework 
to explore their sustained effects on FWB (see Figure 1).

There has been a noticeable increase in research on FWB in recent 
years, as evidenced by numerous literature reviews (Gonçalves et al., 
2021; Kaur et al., 2021; Nanda & Banerjee, 2021; Wilmarth, 2021) and 
special editions focusing on the subject (Kabadayi & O’Connor, 2019). For 
instance, Kaur et al. (2021) analyzed publication trends from 1995 to 2019, 
Gonçalves et al. (2021) from 1991 to 2020, and Nanda and Banerjee (2021) 
from 1978 to 2020. These reviews collectively demonstrate a significant 
increase in research on FWB, especially in recent years. Moreover, there 
has been a proliferation of publications on FWB in grey literature, with 
various policymakers and financial sector institutions issuing reports on 
the subject (e.g., Comerton-Forde et al., 2020; UNCDF, 2021; UNSGSA, 
2021). However, it’s important to note that research on FWB is still in its 
nascent stages (Kaur et al., 2021, p. 235).

Based on the seprior studies, this study presented the FWB among 
Malaysian tertiary students, integrating several core components: Financial 
Literacy, Money Ethics, Financial Knowledge, and Family Influence. These 
elements are essential in shaping Ethical Financial Behaviour, influencing 
students’ overall Financial Well-Being. This relationship underscores the 
complex interplay between knowledge, values, and external influences in 
determining student financial outcomes.

Financial literacy is crucial as it equips students with the practical skills 
needed to make informed financial decisions, thereby promoting ethical 
financial behaviours while a strong money ethic might promote behaviours 
such as saving and prudent spending,which are indicative of ethical 
financial practices. Financial knowledge is distinct from financial literacy, 
which encompasses the theoretical understanding of economic concepts 
and financial products. This knowledge can empower students to make 
decisions that align with long-term financial well-being. In addition, the 
role of family in shaping financial behaviours cannot be overstated. Family 
influence includes the financial habits students observe and learn from their 
family members, which can either support or hinder the development of 
ethical financial behaviours.
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The theoretical framework posits that these four factors Financial 
Literacy, Money Ethics, Financial Knowledge, and Family Influence 
converge to foster Ethical Financial Behaviour among students. This 
behaviour is a criticalmediatorthatdirectlyimpactsstudents’FinancialWe
ll-Being. Ethical Financial Behaviour involves making choices that are 
beneficial to the individual and responsible within a broader social and 
economic context. By fostering a culture of ethical finance, students can 
improve their own financial stability and contribute to a more financially 
aware society.

This approach provides a comprehensive view of how educational 
and familial inputs can mold the financial behaviours of Malaysian 
tertiary students, leading to improved financial well-being. By applying 
this framework, the study aimed to highlight the pathways through which 
interventions in financial education and family engagement can be optimized 
to enhance the financial health of young adults. This structured exploration 
into the influences on financial behaviour offers a robust foundation for 
understanding and improving financial well-beinginatargeted demographic.

Figure1: Financial Well-Being Conceptual Framework

METHODOLOGY

The questionnaire was created using both self-developed metrics and prior 
research. Three sections made up this questionnaire. The first section of the 
questionnaire asked about I financial literacy, (ii) financial attitude, (iii) 
financial self-efficacy, (iv) locus of control, and (v) commitment to higher 
education. On a five-point Likert scale, with 1 being strongly disagreed with 
and 5 being highly agreed, the respondents expressed their agreement with 
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each item (strongly agree). Items regarding Malaysian tertiary students’ 
ethical financial behavior were included in Section 2. A five-point Likert 
scale, ranging from 1 (strongly disagree) to 5, assessed FWB (agree). Socio- 
demographic factors were covered in detail in Section 3.

The survey aimed to learn more about Malaysian students’ financial 
stability. Note that students’ house hold income eventually represented the 
whole family income to support the student. Data were gathered during 
Marchand April 2022. Data were gathered from Malaysian tertiary students 
at the Universiti Teknologi Mara (UiTM) in Malacca using a survey method. 
The data were gathered using a process known as purposive sampling. 
Theunique administered method was used to give 200 questionnaires 
to pupils due to the COVID-19 pandemic, which prevented travel and 
movement (online). The data underwent testing using the partial least square 
structural equation modelling (PLS-SEM) method.

SMART-PLS 3.3.3 was used to examine the suggested research model. 
The minimum number of participants required to determine the effect size 
was determined using power analysis (Hair et al., 2017). Given that the 
sample size was more than the minimum size of 129 specified by G-power 
analysis and had an effect size of 0.15 at an 80% power level, the sample size 
was deemed adequate (Hair et al., 2017). 200 survey sets were sent using 
agoogle form to prevent the absence of a sufficient sample size brought on 
by non-returned, incomplete, or other survey problems.

This survey depended on a non-probability voluntary and convenience 
sample approach because no sampling frame was available (Saunders, 
Lewis & Thornhill 2016). The respondents were questioned regarding 
their voluntary involvement in both verbal and nonverbal ways by phone 
contact and email. The survey was verified to make sure all information 
wasincluded after it was finished. Only 134 of the 200 questionnaires that 
were delivered were used for analysis.
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Figure2: Initial Results of Measurement Model Analysis

RESULTS AND DISCUSSION

The demographic features of the respondents are shown in detail in Table 
1. The findings indicated that the female were (47.01%) andmale (52.98%). 
Matriculation was the most common level of schooling among respondents. 
Less than RM5000 (32.84%), RM5,000 to RM10,000 (26.12%), and more 
than RM10,000 made up the median monthly house hold income (14.04).

Table1: Demographic Profile of Respondents (N=134)
Items Frequency Percentage(%)

Gender

Male 71 52.98

Female 63 47.01

EducationalLevel

Diploma 32 23.88

Matriculation 80 59.70

Degree 22 16.42

FinancialResources

Self-funded 42 31.34

Scholarship 66 49.25

Others 26 19.40

HouseholdIncome
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Items Frequency Percentage(%)
Less than RM5000 44 32.84

RM5000 –RM10,000 35 26.12

More than RM10,000 55 41.04

Data was assessed in two stages: the measurement model and the 
structural model assessment, as suggested by Hair et al. (2017). Figure 2 
shows the initial results of the measurement model analysis. Factor loadings, 
composite reliability (CR), and average variance extracted (AVE) were 
examined to evaluate the reflecting measurement model (Hair et al., 2017).
Table 3 shows that all factor loadings exceeded the suggested threshold of 
0.708. (Hair et al., 2017). The composite dependability value was higher 
than the threshold value of 0.70, and the AVE scores were above the cut 
off value of 0.50.

Table 2: Assessment of Internal Consistency and Convergent Validity
Construct Item Loading CR AVE

Financial Literacy FL1 0.864 0.918 0.736

(FL) FL2 0.899

FL3 0.834

FL4 0.833

Money Ethic ME1 0.643 0.871 0.576

(ME) ME2 0.773

ME3 0.811

ME4 0.685

ME5 0.863

Financial FK1 0.796 0.897 0.599

Knowledge FK2 0.880

(FK) FK3 0.796

FK4 0.841

FK5 0.776

FK6 0.490

Family Influence F11 0.891 0.948 0.784

(FI) FI2 0.936

FI3 0.927

FI4 0.862

FI5 0.805
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Construct Item Loading CR AVE
Ethical Financial EFB1 0.860 0.921 0.745

Behaviour EFB2 0.811

(EFB) EFB3 0.915

EFB4 0.864

FWB FW1 0.712 0.921 0.745

(FW) FW2 0.852

FW3 0.845

FW4 0.801

Heterotrait Monotrait (HTMT) was used to investigate the discriminant 
validity (Henseleret al., 2015). AS demonstrate din Table 3 all the structures’ 
HTMTs were with in the acceptable range of 0.90. Thus, HTMT .90 
establishes discriminant validity. The measurement model, in other words, 
attests to the existence of convergent and discriminant validity across the 
relevant constructs.

Table 3: Heterotrait-Monotrait Criterion (HTMT)
Ethical

Financial 
Behaviour

Family
Influence

Financial
Knowledge

Financial
Literacy FWB Money

Ethic

Ethical Financial 
Behaviour

0.856

Family Influence 0.828 0.658
Financial Knowledge 0.812 0.758 0.725
Financial Literacy 0.621 0.425 0.795 0.526
FWB 0.495 0.876 0.625 0.484 0.568
Money Ethic 0.682 0.854 0.564 0.475 0.597 0.456

Structural Model

Before assessing the structural model, it was essential to ensure 
no collinearity difficulties. The variance inflation factors (VIF) were 
evaluated to discover multicollinearity concerns. The VIFs results varied 
from 1 to 2.904, less than the most used threshold value of 3.33, showing 
that multicollinearity was not a concern. Based on the guidelines for non- 
parametric tests, 5000 bootstraps resample were used to test the hypotheses. 
The results of the direct and indirect effects of study variables are displayed 
in Table 4. The results indicated significant relationships between money 
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ethicsand FWB (=0.193, p0.01), family influence and FWB (=0.691, p0.00), 
and ethical financial behaviour and FWB (=0.815, p0.00), hence confirming 
hypotheses 2, 4, and 5.

The results of the hypotheses tested and parameters showed that money 
ethics, family influence and ethical financial behavior had a significant direct 
relationship towards FWB. The significance results were supported by Prince 
and Shagrin (2010). Personal attitudes and behaviours towards money may 
stem from childhood experiences or traumatic events related to finances.The 
use of money reflects one’s lifestyle, and with a bad attitude toward money, 
someone may end up in debt without realising it (Fazli et al., 2006). Besides, 
this result found that financial literacy was not significant towards ethical 
financial behavior. This contradicted Alex (2009) and Nazni et al, (2012). 
Alex (2009) and Nazni et al, (2012) who highlighted that most individuals 
failed to manage money and eventually fell into bankruptcy because of 
ignorance in financial aspects, especially credit cards. The dissimilar results 
could be derived from different settings and times of observation.

This study evaluated the importance of indirect effects using bias-
corrected bootstrap confidence intervals (CIs) to assess the potential 
mediation effects. Ethical financial behaviour also mediated indirect 
relationships between (financial literacy, money ethic, financial knowledge, 
family influence) and FWB conduct. Nevertheless, the results demonstrated 
that ethical financial behaviour only mediated the relationship between 
financial literacy and FWB (=0.563, p0.00); and the relationship between 
financial knowledge and FWB (=0.008, p0.00). Thus, hypotheses 6 and 8 
were accepted. Financial literacy and FWB were positively correlated (Bilal 
& Zulfiqar, 2016). In addition, financial literacy also helped in developing 
the financial attitude of the individual. As posit by Worthington (2006), 
financial literacy positively contributed to well-being, strengthen the 
economy and promoted growth.
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Table 4: Direct and Indirect Effects between Study Variables

Effects Hypotheses Std. 
Beta

Standard 
error p- values t- values Decision R2

Direct H1: Financial Literacy -> 
Ethical Financial Behaviour

0.035 0.067 0.595 0.532 Rejected

H2: Money Ethic -> Ethical 
Financial Behaviour

0.193 0.065 0.003 2.965 Accepted

H3: Financial Knowledge -> 
Ethical Financial Behaviour

0.01 0.059 0.869 0.166 Rejected

H4: Family Influence -> 
Ethical Financial Behaviour

0.691 0.07 0.000 9.914 Accepted 0.665

H5: Ethical Financial 
Behaviour -> FWB Indirect

0.815 0.035 0.000 23.441 Accepted 0.740

Indirect H6: Financial Literacy -> 
Ethical Financial Behaviour
-> FWB

0.563 0.058 0.000 9.704 Accepted

H7: Money Ethic -> Ethical 
Financial Behaviour -> FWB

0.029 0.055 0.601 0.523 Rejected

H8: Financial Knowledge -> 
Ethical Financial Behaviour 
-> FWB

0.158 0.054 0.004 2.929 Accepted

H9: Family Influence ->
Ethical Financial Behaviour 
-> FWB

0.008 0.049 0.870 0.164 Rejected

DISCUSSION, CONCLUSION AND 
RECOMMENDATION

This study’s findings shed light on the FWB among Malaysian tertiary 
students. It examined the key antecedents of FWB among Malaysian 
tertiary students, focusing on five independent variables: financial literacy, 
money ethics, financial knowledge, family influence, and ethical financial 
behavior. Five of the nine hypotheses tested in the study were supported. 
For direct relationship, the results exhibited that all three hypotheses money 
ethics, family influence and ethical financial behavior (H2, H4, and H5) 
were significantly related to FWB. Money ethics, family influence and 
ethical financial behavior were found to have a positive influence towards 
FWB among Malaysian tertiary students. Generally, millennials who 
arefinancially literate are expected to be better able to demonstrate good 
financial behavior for their economic security and well-being resulting in 
the overall community’s economic development (Dewi et al. 2020). The 
significant positive relationship for family influence suggested that the 
more students learned about finances (financial literacy) from their parents, 
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the more likely they reported satisfaction with their perceived FWB. A 
significant positive correlation existed between money ethics and FWB 
satisfaction, indicating that individuals with childhood savings accounts 
were more content with their current FWB compared to those without 
such early experiences. Managing money earlier in life is also associated 
with higher perceived FWB. For college students, parental financial status 
notably influenced their FWB. Family income is the starting point for any 
student, and regardless of the current dependency on parental finances, this 
background affected college students’ perspectives and behaviors regarding 
money (Graves & Savage, 2015).

Financial literacy (H1) and financial knowledge (H3) were 
insignificantly related to FWB. The study by Utkarsh et al. (2020) in 
India also did not find any significant relationship between these variables 
and claimed that objective financial knowledge is not a crucial factor in 
improving the financial well-being of emerging adults. Financial well-being 
is often measured subjectively, based on how individuals feel about their 
financial situation. Emotional aspects, such as stress, financial confidence, 
or satisfaction with financial status, may not directly correlate with factual 
financial knowledge. Financial behavior and financial attitude are significant 
aspects of financial literacy because, according to Lusardi (2019), financial 
literacy encompasses not only knowledge and understanding of financial 
concepts and risks but also the abilities, drive, and confidence to put that 
knowledge and understanding into practice. FWB is closely linked to 
financial confidence, emotional control, and psychological well-being. Even 
if individuals have financial literacy, their psychological mindset (such 
as anxiety about money or lack of confidence in financial decisions) may 
prevent them from making sound financial choices, reducing the impact 
of literacy on FWB.

For indirect relationships, it was discovered that ethical financial 
behaviour regulated the association between financial literacy and financial 
knowledge towards FWB. When ethical financial behaviour mediated 
the observed relationship, financial literacy and FWB (H6); and financial 
knowledge and FWB (H8) were found significant.These findings are 
supported by Ismail & Zaki (2019), Mokhtar and Husniyah (2017). Money 
ethics (H7) and family influence (H9) were insignificantly related to FWB. 
A person’s attitudes, convictions, and values around money were referred to 
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as their money ethics. Although it affected behavior, FWB, which included 
overall financial health, satisfaction, and stress management, may not 
bedirectly correlated with it.If other factors like income level, financial 
literacy, or the state of the economy restricts an individual’s ability to 
experience financial well-being, they may still possess strong money ethics 
such as saving consistently or having a positive outlook on money.

Acomprehensive understanding of finances often leads to prudent 
behaviour, with psychology playing a crucial role in determining actual 
financial conduct. This research enhanced our understanding of ethical 
financial behaviour’s role in FWB. Financial literacy, money ethics, family 
influence, and financial knowledge influenced ethical financial behaviour, 
which inturn affected FWB. Positive financial habits contributed to 
greater FWB satisfaction. Improvements in FWB can be achieved through 
favourable financial behaviour, solid financial literacy, and effective 
stress management. This study provided valuable insights and practical 
implications.Government bodies and financial institutions like Permodalan 
Nasional Berhad (PNB), Bank Negara Malaysia (BNM), and Credit 
Counseling & Management Agency (AKPK) should intensify efforts to 
promote financial literacy and skills. Moreover, universities should enhance 
their commitment, particularly among students. Collaborative efforts are 
needed to foster better financial attitudes, and education plays a crucial 
role in promoting positive financial behaviours. Notably, parental influence 
significantly enhances the financial knowledge Malaysian tertiary students. 
Parents should play an active role in nurturing children’s financial knowledge 
and skills from a young age. Additionally, ethical financial behaviour can 
predict student financial conduct. Furthermore, it’s recommended to include 
a more diverse demographic in surveys to ensure a representative sample 
of Malaysian financial behaviour and literacy.

RESEARCH LIMITATION AND IMPLICATIONS

Despite its conceptual and methodological rigour, our study had limitations. 
First, the data were collected only from students, so the generalizability ofthe 
findings to another sample likely remains limited (Cohen, 1988). As with any 
study, significant findings are applicable primarily to the target population 
at the current time. However, expanding the scope to specific professions 
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or industries could yield further insights, given the observed disparities in 
perceptions between auditors and the public regarding professional auditor 
attributes.

Moreover, this study’s cross-sectional and quantitative design may 
not capture changes in behavior, societal attitudes, and norms over time. 
Finally, this study examined the hypothesis within the developed framework 
without the intervention of any theory. It is highly recommended that future 
researchers use behavioral theories to get more comprehensive results.The 
way that students spend their funds ethically has a big effect on how well 
off they are financially, both now and in the future. Avoiding debt is one of 
the most crucial components of financial management ethically. Students 
who conduct ethical financial management are less likely to support their 
lifestyles with debt and loans, which may impair their credit scores and 
make it harder for them to get credit in the future. Responsible money 
management entails reserving a portion of earnings for savings.

Students who emphasize saving are likelier to have a financial safety 
net in unforeseen bills or emergencies. Nevertheless, early and regular 
saving can significantly accelerate long-term wealth building. To the study 
fund providers, funders can look for signs of creditworthiness in a person’s 
financial ethics when evaluating student loan applications. Financiallyethical 
students are more likely to make on-time payments and repay their loans in 
total, which can boost the percentage of loans repaid to funders.

Financial ethics are connected with special credit risk assessment and 
higher loan payback rates, which benefit fund providers investing in student 
loans. Better portfolio performance and greater returns for investors may 
result from this. Fund providers can enhance their reputation and draw 
in more clients who seek socially conscious investment by prioritizing 
responsible lending procedures, such as encouraging financial ethics among 
student borrowers. Generally, students who manage their finances ethically 
are more likely to experience long-term success and financial security. 
Students can prepare for a prosperous financial future by staying out of 
debt, saving money, making wise judgements, establishing good credit, 
and forming sound money habits.
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