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ABSTRACT 
 
The importance of financial literacy in promoting good financial behaviour has been established in Malaysia. 

Nonetheless, a study that specifically analyses youth is still needed. This study focuses on Malaysian youths’ 

financial literacy and financial behaviour. It is also expected that financial behaviour and financial literacy 

significantly among those from different parental, gender and income backgrounds. A quantitative approach was 

adopted, utilising questionnaire survey as the research instrument. The male respondents were more financially 

literate. Findings indicated that parent backgrounds, predicted students’ financial behaviour. This study provides 

valueable results reflecting parental influence had a significant influence on financial behaviour. This study suggests 

awareness programmes to enhance the general financial literacy especially among youths. 
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1. INTRODUCTION 
 
In the aftermath of the Asian Financial Crisis 1998, Global Financial Crisis 2008 and Europe Sovereign 
Debt Crisis 2012, financial literacy has been increasingly recognised as an important individual life skill 
and various part of the world. 
 
Financial literacy refers to a basic understanding of investing, insurance, credit management and other 
personal finance topics (Hill & Perdue, 2008). Financial literacy is linked to saving behaviour and 
portfolio choice (Lusardi & Mitchell 2011). Lusardi and Mitchell (2006) devised three questions of 
fundamental concepts relating to financial literacy, such as the working of interest rates, the effects of 
inflation and the concept of risk diversification. They further reveal that basic economic concepts 
(financial literacy) related to savings and investment decisions could be alien to many, and this 
phenomenon poses serious implications for retirement planning, savings, loans, mortgages and other 
financial decisions.  
 
Another concept is advanced literacy, which is to competently make saving and investment decisions, 
individuals need knowledge beyond the fundamental financial concepts discussed above, including 
understanding the relationship between risk and return; how bonds, stocks and mutual funds work and 
basic asset pricing.  
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Liberalisation of financial markets increased complexity of financial markets causes financial decisions 
to become more challenging as a large number of financial products are promoted to consumers. 
According to Standard & Poor's (S&P), Malaysia has the highest personal debt among 14 Asian 
economies, with the rate jumping to 88 percent of gross domestic product from around 60 percent in 
2008 (Chow, 2015). Malaysia, one of the developing countries in the ASEAN region, also faces a grave 
issue relevant to financial behaviours in terms of 89.9%, high debt to GDP ratio (BNM, 2016). This will 
limit personal disposable income and consumption, and eventually hold the economic growth as stake. 
 
Millennials’ increasing preference for online shopping also led to a 26 per cent rise in credit card 
spending among card members aged between 26 and 35. Based on the Asian Institute of Finance (AIF)'s 
study, the majority of Gen-Y respondents relied on high-cost borrowing, with 38 per cent taking 
personal loans and 47 per cent engaging in expensive credit card borrowing. The volume of credit card 
spending among millennials was five times higher than that of customers above the age of 35 in the first 
six months of 2016, compared with 2015. Referring to the AIF study, only 28 per cent of respondents 
were aware of financial risks, 36 per cent had knowledge of financial products, 37 per cent sought 
financial advice from a professional planner and only 26 per cent dealt with a financial adviser; in other 
words, this draws a bleak picture of high-cost borrowing segment’s overall financial literacy 
(Vijaindren, 2017). 
 
Improper financial decisions among the public has caused various problems such as bankruptcy, 
harassment from loan sharks, and even suicide. Malaysian bankruptcy statistics are on the rise trend 
(Malaysia Department of Insolvency, 2006). According to the Malaysia Department of Insolvency 
(MDI), there had been 169,927 cases of bankruptcy from 2008 (The Star, “Fairer system for guarantors”, 
30 March 2017).  According to the Insolvency Department, the total number of bankrupts as of 
December 2013 was 253,635. The department's records showed that the number of bankruptcy cases 
was consistently increasing from 13,238 in 2007 to 13,855 in 2008, 16,228 in 2009 and 18,119 in 2010. 
Even though the number decreased to 16,167 in 2011, it rose again to 19,525 in 2012 and 21,987 in 
2013 (Yuen, 2014). Insolvency Department handled 101,537 cases in the period of five years (2011 to 
2015); while there was a rise in cases between 2011 and 2014, from 19,167 cases to 22,351 cases, the 
figure dropped to only 18,547 cases in 2015 (Cheah, 2016). 
 
An average of 53 Malaysians are declared bankrupt everyday. According to the Asian Institute of 
Finance, some 40% of Malaysian young adults are spending more than they can afford (Credit 
Counseling and Debt Management Agency, AKPK, 4 November 2015).  According to Insolvency 
Department, 27.94%, or about 28,374 bankruptcy cases (or over one of four bankruptcy cases) between 
2011 and 2015, fall into purchase of vehicles category; other reasons were housing loans (with 21,697 
cases or 21.36%), personal loans (20,727 cases or 20.41%), and business loans (11,899 cases or 11.71%) 
(Cheah, 2016). 
 
Malaysia recorded an uprising trend of bankruptcy cases involving the youth though the youth cohort 
attains higher education in recent years.  In the period of 2011 to 2015, bankrupt cases involving 
individuals aged between 25 and 34 years old comprised of 22.52% of the cases, while 1.25% are below 
25 years of age (Cheah, 2016). 22,663 Malaysians under the age of 35 being declared bankrupt between 
2011 and Sept 2015 (or about 11 youths everyday), according to the Malaysian Financial Planning 
Council, MFPC (New Straits Times, 22,663 young Malaysians declared bankrupt since 2011, says 
financial planning council, 8 October 2016). Malaysia's Department of Insolvency says 5,547 
individuals under age 35 were declared bankrupt in 2014, more than double the number in 2005, the 
first year for which it has published such data (Chow, 2015). From 2007 until June 2014, a total of 1,940 
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youth below the age of 25 years old had been declared bankrupt. Of the total, 579 youths were declared 
bankrupt in the first half of 2014 alone. Financial management among youths below 25 years old is poor 
and that many are at the brink of bankruptcy as many of them are debt-laden. Majority of youths facing 
a lot financial debt were male who account for about 70 per cent of the total number. Hence, Bankruptcy 
among youths below the age of 25 is increasing at an alarming rate (Said, 2014).  
 
The related government agencies such as the Credit Management and Counselling Agency (Agensi 
Kounseling dan Pengurusan Kredit, AKPK) of the Central Bank of Malaysia (Bank Negara Malaysia, 
BNM) implement financial awareness programmes in enhancing financial literacy on top of promoting 
good financial practices.  
 
The Credit Counselling and Debt Management Agency (AKPK) has successfully assisted 11,935 
individuals to fully settle their debts totalling RM488 million through its debt management programme 
(DMP) as at Nov 30, 2016. A total of 505,069 individuals had attended AKPK’s counselling services 
from 2006 to November 2016, and out of this number, 167,060 individuals had enrolled for the DMP. 
AKPK’s statistics show that poor financial planning is the major financial difficulty faced by its clients, 
making up 49.3 per cent of the cases received, followed by failure or slowdown in business (15.2 per 
cent), high cost of living (12.3 per cent), high medical expenses (10.9 per cent), among others (The 
Borneo Post, “AKPK resolves 11,935 cases totalling RM488 million”. 6 January 2017). 
 
15 per cent of the clients seeking advice from the agency were individuals aged between 20 and 30. 
About 52 per cent had no clue about how to manage their own finances. Of those attended the credit 
management programme, about 80 per cent repaid their debts after it was restructured by the agency, 
while the others failed due to a “lack of discipline and resolve.” Credit card debts consist about 70 per 
cent of the cases, followed by personal loans at 15 per cent and car and housing loans at 6 per cent (Free 
Malaysia Today, “More grads bankrupt due to lavish lifestyles”, 1 June 2016).  
 
In order to curb the level of indebtedness among young people and to avoid bankruptcy, the government 
had taken initiatives to provide comprehensive financial education in schools and institutions of higher 
learning; Bank Negara Malaysia (BNM) had collaborated with the Education Ministry to integrate 
financial education into the new school curriculum, while the Credit Counselling and Debt Management 
Agency (AKPK) in cooperation with in 52 IPTs and 30 polytechnics implemented financial education 
(Astrowani, Over 107,000 individuals declared bankrupt from 2010 to April 2015, 26 June 2015). 
 
In view of this background, this study examines the relationships between financial literacy and 
spending behaviour among Malaysian university students, and the inhibitors of financial literacy. 
Specifically, this study carries the following objectives: (i) to study the relationship between financial 
literacy and spending behaviour; and (ii) to determine the impact of parental, gender and income levels 
on financial literacy and spending behaviour. This study is expected to shed light on the current financial 
literacy among Malaysian youths and measures that could be taken in order to increase financial literacy 
and promotes good spending behaviours.  
 
 

2. LITERATURE REVIEW 
 
OECD (2005) definition of financial education as “the process by which financial consumers/investors 
improve their understanding of financial products, concepts and risks and, through information, 
instruction and/or objective advice, develop the skills and confidence to become more aware of financial 
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risks and opportunities, to make informed choices, to know where to go for help, and to take other 
effective actions to improve their financial well-being.” Financial practices are such as cash flow 
management, financial planning and goal setting. 
 
Atkinson and Messy (2011) define financial literacy as a combination of awareness, knowledge, skills 
and attitude and behaviours necessary to make sound financial decisions and ultimately achieve 
individual financial wellbeing, and financial literacy is an important component of sound financial 
decision making. In contrast, the lack of financial literacy or knowing of economic concepts leads to 
difficulties people face when making financial decisions (Lusardi, 2009). 
 
Other studies have linked financial knowledge and investment behaviours (Morrin et al., 2008), risk 
taking behaviour (Dulebohn & Murray, 2007), and responsible financial behaviours (Grable et al., 
2009). In Lusardi and Mitchell (2007), those have low levels of financial literacy and have done little 
planning for retirement.  
 
Studies suggest financial behaviours and financial literacy have produced inconsistent results. For 
example, in Hilgert and Hogarth (2003), Perry and Morris (2005), Howlett et al. (2008), Robb and 
Sharpe (2009), Mandell and Klein (2009). On the other hand, other authors such as Delafrooz and Paim 
(2011) indicated significant differences of financial behavior according to age, education, income and 
financial literacy. Mitchell and Utkus (2006) use the life-cycle theory to explain financial behaviours, 
that savings rises with income and age; though they further argue that there are other factors that could 
be associated with saving behaviours. 
 
Other studies show that the amount of financial education received may contribute to an overall 
improvement in financial behaviours. Similar results are recorded in Hershey et al. (2003), Varcoe and 
Fitch (2003), Lyons et al. (2006), O’Neil et al. (2005), Zhan and Scott (2006), Lusardi and Mitchell 
(2006), Borden et al. (2008) and Chang and Lyons (2008), Xiao et al. (2009). Loke (2015) found that 
financial behaviour is significantly affected by financial knowledge. In contrast, Mu’at, Julina and 
Triandani (2015) found no differences education course on financial literacy. 
 
Shim et al (2009) link financial socialisation to students’ financial learning and financial attitudes. 
Falahati and Paim (2011) found that the primary socialisation agents were the strongest predictor of 
financial well-being among male students. Hira (1997) found that friends are an important source of 
influence, while Lusardi and Mitchell (2013) showed that family and friends are often called upon for 
financial advice, before making a financial decision. Sabri, and Zakaria (2015) found significant 
relationships between financial well-being and financial attitude. 
 
The effect of demographic and socioeconomic background on financial literacy is documented in 
Mitchell (1998), Grable (2000), Anderson et al. (2005), Valentine and Khayum (2005), Lachance et al. 
(2006), Worthington (2006), Zhan et al., 2006), Anderson et al. (2007), Gonyea (2007), Gough and 
Nurullah (2009), For instance, Falahati and Paim (2011), Lim et al. (2013) and Shaari et al. (2013). Sabri 
and Zakaria (2015) found significant relationships between financial well-being and financial literacy. 
Results from Hasni (2014) show Parental Socialisation play the most influencial factors of saving habits 
among Generation Nga, Yong and Sellappan (2010) found that the level of education and majors 
influence financial awareness among youths. Also, males were found to have higher levels of financial 
awareness compared to females (HSR, 1993). On the other hand, Salikin et al. (2012) found that higher 
level of parents’ education background and higher household income did not contribute for students in 
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fund savings. Mu’at, Julina and Triandani (2015) found no differences between gender on financial 
literacy. 
 
The effect of demographic and socioeconomic background on bankruptcy is also documented. For 
example, results from Diana-Rose and Mohd Ashhari (2015) show that six variables (Gender Race, 
Education Level, Occupation, Working experience, and Types of loan) are significant to bankrupty of 
the youth, while Zamzamir, Jaini and Zaib (2015) found compulsive spending influenced bankruptcy 
among young credit card users. Nevertheless, Noordin et al. (2012) found negative relationship between 
knowledge about credit card and bankruptcy due to credit card debt.  
 
The previous studies have recorded two predictors of financial literacy and financial behaviours, i.e. 
family background and income levels. Hence, the current study hypothesised that university students 
who have higher educated parents are more exposed to personal finance and are more resourceful. More 
educated people exhibit better financial behaviour and financial literacy. Secondly, individuals with 
higher income level may exhibit higher financial literacy and better financial behaviours.  

 
 

3. METHODOLOGY 

 

The study applies a quantitative research approach in achieving its objectives. The goals are to test 
whether parents were perceived to influence adults’ financial knowledge, financial attitudes and 
financial behaviours, and and perceived parental influence on students’ financial behaviours. 
 
A research questionnaire was designed as the main instrument for this study. The instrument elicits data 
on respondents’ financial / advance literacy, financial behaviours and demographics.  
 
This study uses five financial literacy questions on various financial matters including investments, 
credit card usage, interest rates, insurance and personal taxation to evaluate the financial knowledge of 
individuals and to construct a proxy for financial literacy. 
 
Financial behaviours items use eight questions from the survey that concern individuals financial 
choices in relation with budgeting, savings, spending monitoring, credit, loan repayments, insurance 
and financial advice. 
 
The selected University has a student population of about 26,000 while the business faculty selected has 
a student population of about 6,500.  
 
Research questionnaires were distributed to students attending undergraduate degree programmes in the 
Perak Campus of the University in April 2016. 123 completed questionnaires were returned and 
subsequently screened for errors and later transferred for data analysis purposes. 
 
The study tested a model using SPSS software. Data analyses including descriptive analysis, 
correlations, t-test and Analysis of Variance were executed on the collected data. 
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4. RESULT AND DISCUSSION 
 
The Cronbach’s alpha in the study on financial behaviour recorded 0.661, which is below 0.7 but above 
0.6, therefore, the reliability could be acceptable (Loewenthal, 2004). Responses were received from 
various fields of study of students. The majority of the respondents are female (68%). As this selected 
private university is a not-for-profit university offers affordable higher education with quality, 
unsurprisingly, a majority of the respondents are from the lower income bracket, i.e. below RM3,000 
(65%). Father’s education-wise, the father’s highest qualification of most respondents is SPM (46%), 
followed by a primary education (41%). In another words, it seems the household income is in 
correspondence to father’s education, i.e. 87% of the respondents’ parents have received education up 
to secondary level, while 85% of the respondents reported household income up to RM4,000. Most of 
the respondent’s age is from 21 to 25 years old at 79%. In terms of ethnic group, they are 95% Chinese, 
while 83% of the respondents obtain financial aid via PTPTN education loan. Table 1 shows the profile 
of the respondents. 
 

Table 1: Respondents Demographic Profiles 
Attributes Description Percentage (%) 

Gender 
47 32 
34 68 

Ethnic 

Chinese 95 

Malay 4 

Indian 1 

Sponsor/Financial Aid 

Loan/PTPTN 83 

Parents 15 

Scholarship 2 

Father’s Education 

Primary 41 
SPM 46 

Higher Education & Above 13 

Age 
18-20 21 
21-25 79 

Family Income 

<RM1,000 14 
RM1,000~RM3,000 51 
RM3,000~RM4,000 20 

>RM4,000 15 

Programme 

BF 63 

FE 27 

AC/BA/EN/FN/MK 10 

 
4.1. Financial Behaviour 
 
Ten items were constructed to test respondents’ financial behaviours. These items focus on good 
spending and saving habits such as comparing prices when shopping, having life/insurance coverage, 
maintaining financial records and savings/investment programme. Respondents were required to state 
the level of their agreement with each statement, ranging from “1”, not at all true for me to “4, very true 
for me. Table 2 presents the mean and standard deviation related to respondents’ financial behaviours. 
 
The mean for "I compare prices when shopping for purchases" was 3.36 with a Standard Deviation (SD) 
of 0.679, the mean for "I spend less than income" was 3.02 with a SD of 0.789 and the mean for "I 
budget and track my spending" was 2.94 with a SD of 0.669 (Table 2). 
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Table 2: Financial Behaviour Components Mean and Standard Deviation Values 

Statements Mean Standard Deviation 
I budget and track my spending. 2.94 0.669 
I contribute to a bank saving account regularly. 2.54 0.749 
I compare prices when shopping for purchases. 3.36 0.679 
I have a life insurance policy. 2.49 1.119 
I invest in the shares under Initial Public Offering (IPO). 1.44 0.679 
I read to increase my financial knowledge. 2.62 0.864 

I maintain adequate financial records. 2.58 0.800 
I spend less than income. 3.02 0.789 
I maintain adequate insurance coverage. 2.23 0.787 

I plan and implement a regular savings/investment programme. 2.58 0.887 

 
In addition, respondents rather agree with their economical oriented that on financial behaviour 
“Statement 1: How economical/spending oriented are you?”, slightly more than half of the respondents, 
50.4 percent selected that they are economical oriented. 
  
Respondents agree maintaining financial records is important that on financial statement “Statement 2: 
In what manner do you maintain financial records?”, 68.3 percent of the respondents maintain minimal 
to detailed records.  
 
Respondents agree money left is kept that on financial statement “Statement 3: If you (your family) 
have/has any money left right before the next income arrives, what would you usually do with it?”, 
majority of the respondents, 57.7 percent deposit it into bank account and 22.8 percent keep it in cash.  
 
Respondents agree to adjust spending if money is running out that on financial statement “Statement 4: 
What do you usually do when you (your family) run(s) out of money before the next income arrives?”, 
65.0 percent of the respondents are willing to cut down expenses and save.  
 
Respondents agree savings for future contigency use is important that on financial statement 
“Statatement 5: Let’s assume that in addition to your regular income your family got some money in 
the amount of RM 5,000- RM 20,000”, 72.8 percent of the respondents save this amount as fixed deposit 
for future, and for meeting contigency. 
 
4.2. Financial Literacy 
 
Refer Appendix 1: Financial Literacy Questions. Financial literacy measures respondents’ knowledge 
on various personal finance issues. Respondents were required to show whether the statement given was 
correct or incorrect. Respondents were also given an “uncertain” (“don’t know”) choice in order to avoid 
respondents from estimating the answers. In order to determine respondents’ financial literacy, their 
correct responses were added to become a total score. The higher score indicates higher literacy level. 
Responses therefore range between 0, where all responses are incorrect, to 11, where all responses are 
correct. 
 
Table 3 summarises their response on each statement. For each statement, correct answers were counted, 
while incorrect answers or uncertain answers were summed. A majority of the respondents responded 
correctly to statement 8, i.e. the regulator of banks and financial institutions, whereby more than 95.1% 
of them responded to this statement correctly. Respondents also seemed to be well versed on matters 
related to compounded interest rate (statements 1, 91.1%) and inflation (statements 3, 78.0%).  
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On the other hand, a majority of respondents (65.9%) could not provide correct responses to corporate 
taxation (statement 10, 65.9%), networth (statement 6, 57.7%), reason for insurance coverage (statement 
9, 52.8%) and time value of money (statement 4, 51.2%). This indicates the lack of respondents’ 
knowledge on insurance protection, investments and taxation. 
 

Table 3: Financial Literacy Statements Percent of Correct 

Statements % Correct 
% Incorrect or 

Uncertain 
1. Suppose you had RM 100 in a savings account and the interest rate was 2% 

per year. After 5 years, how much do you think you would have in the 

account if you left the money to grow? 

91.1 8.9 

2. Suppose you had RM 100 in a savings account and the interest rate is 20% 

per year and you never withdraw money or interest payments. 3. After 5 

years, how much would you have on this account in total?   

56.9 43.1 

3. Imagine that the interest rate on your savings account was 1% per year and 

inflation was 2% per year. After 1 year, how much would you be able to buy 

with the money in this account? 

78.0 22.0 

4. Assume a friend inherits RM 10,000 today and his sibling inherits RM 

10,000 three years from now. Who is richer because of the inheritance? 

48.8 51.2 

5. Suppose that in the year 2017, your income has doubled and prices of all 

goods have doubled too. In 2017, how much will you be able to buy with 

your income? 

65.0 35.0 

6. Net worth is:  42.3 57.7 
7. A company issues shares in the: 57.7 42.3 
8. Who regulates the banks and financial institutions in Malaysia?  95.1 4.9 
9. The main reason to purchase insurance is to  47.2 52.8 
10. What is the general corporate tax rate in Malaysia? 34.1 65.9 
11. What do you think deserves primary attention when one has to compare 

between the banks to choose the one where to take a loan from? 

55.3 44.7 

 

On Financial Literacy of the Youth, respondents are also more likely to record their expenses (68.3%). 
Financial literacy score was computed by summing the average scores for all 13 statements, t-tests and 
ANOVA were conducted on selected demographic characteristics to determine the differences in 
financial literacy among students. Significant differences were found in the level of financial literacy 
components between gender at 0.05 level of significance: I spend less than income (Statement 8, Sig. T 
= 0.028); and I plan and implement a regular savings/investment program (Statement 10, Sig. T = 
0.012). Significant difference found in the level of financial products currently owned between gender 
(Statement for bonds, stocks, and unit trust / mutual funds, Sig. T = 0.002). 
 
4.3. Financial literacy components by Gender and Ethnics 
 
Significant differences were found in the level of financial literacy between gender and among ethnics. 
Chi-Square Test using financial literacy grade explains a statistically significant portion (Pearson Chi-
Square value = 3.097, Sig. = 0.078) for financial literacy by gender at 0.10 level of significance. 
 

Table 4: Mean, F-value and Sig. F for Financial Literacy by Gender 

Gender Fail Pass Pearson Chi-Square Asymp. Sig. (2-sided) 
Male 7 32 3.097 0.078 

Female 28 56   
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ANOVA Test using financial literacy explains a statistically significant portion (F-value = 3.229, Sig. 
F=0.043) for financial literacy by ethnics at 0.05 level of significance. 
 

Table 5: Mean, F-value and Sig. F for Financial Literacy by Ethnics 

Ethnics Mean F-Value Sig. (p-Value) 
Malay 72.7280 3.229 .043 

Chinese 60.8403   

Indian 27.2700   

 

4.4. Regression on Financial Behaviour 
 
Enter multiple regression using financial behaviour of expense record keeping explains a statistically 
significant portion of variance (R Square = 0.108, F-value = 2.841, Sig. F=0.019) for financial behaviour 
at 0.05 level of significance. Among independent variables father’s education level, field of studies, 
gender and income, gender (p=0.025) and father's education (p=0.027) is considered as the effective 
factor in predicting variance of the dependent variable financial behaviour.  Upbringing of different 
gender and father's education level helped shape financial behaviours of these students. Table 6 shows 
the results of multiple regression. 
 

Table 6: Results of Multiple Regression for Financial Behaviour 

Items b Beta t-value p 

Constant 0.696 - 1.750 0.083 
Gender 0.279 0.199 2.268 0.025 

Father's Education 0.196 0.204 2.244 0.027 
Family Income 0.011 0.015 0.164 0.870 

Financial Literacy Correct % 0.001 0.033 0.372 0.711 
Field of Studies 0.118 0.105 1.158 0.249 

F = 2.841     

Sig-F =0.019     

 
Hence, there is significant difference in financial behaviour among respondents of different gender and 
father's education level. 
 

4.5. Regression on Financial Literacy  
 
A financial literacy score was computed by summing the average scores for all 11 statements, t-tests 
and ANOVA were conducted on selected demographic characteristics to determine the differences in 
financial literacy among students.  Significant differences were found in the level of three financial 
literacy components between gender at 0.10 level of significance: Assume a friend inherits RM 10,000 
today and his sibling inherits RM 10,000 three years from now. Who is richer because of the 
inheritance? (Statement 4, Sig. T = 0.052); Suppose that in the year 2017, your income has doubled and 
prices of all goods have doubled too. In 2017, how much will you be able to buy with your income? 
(Statement 5, Sig. T = 0.060); and Suppose you had RM 100 in a savings account and the interest rate 
is 20% per year and you never withdraw money or interest payments. After 5 years, how much would 
you have on this account in total?  (Statement 2, Sig. T = 0.061). 
 
Constrast with previous studies, the low income earners (<RM1,000) were found to have highest 
financial knowledge (about 82 percent passes). This result further supports the notion that financial 
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literacy is enhanced as individuals have resources to manage. Those who are low income earners may 
learn about financial knowledge through their life experience. 
Over to 70 percent of respondents correctly answer half of the financial literacy questions and close to 
30 percent state they answer correctly half of these questions. The lowest income group of below 
RM1,000 has the higher passing percentage at 82%.  
 
Enter multiple regression using financial literacy explains a statistically insignificant portion of variance 
(R Square = 0.048, F-value = 1. 496, Sig. F=0.208) for financial literacy at 0.05 level of significance. 
Among independent variables father’s education level, field of studies, gender and income, income is 
considered as the effective factor in predicting variance of the dependent variable (p=0.078).  Explicit 
teaching and implicit examples of parents helped shape financial literacy of these students. Table 7 
shows the results of multiple regression. 
 

Table 7: Results of Multiple Regression for Financial Literacy 

Items b Beta t-value p 

Constant 64.208 - 7.172 .000 
Father's EduGroup -1.356 -.054 -.577 .565 

Income GroupT 3.111 .163 1.775 .078 
FieldT -3.352 -.114 -1.230 .221 
Gender -1.202 -.033 -.363 .718 

F = 1.496     

Sig-F = 0 .208a     

 

Hence, there is significant difference in financial literacy among respondents of different family income 
level. 
 

 

5. CONCLUSION 

 

Financial illiteracy could let the youth to choose the unsuitable financial products and save less than 
they should. However, the government agencies e.g. AKPK under BNM faces challenges in increasing 
financial literacy and promoting good financial behaviour. 
 
Overall, the university students present responsible attitude towards the financial management. The 
majority of university students possess sufficient financial literacy / knowledge, with 72% of the 
respondents passed the financial literacy components. This study has reflected that focus should be given 
to the female. The study has also indicated that monetary concepts as simple as compound interest are 
foreign to this group of respondents. 
 
Those who do not understand the basic financial concept can cause them weak in debt management. 
The educational programmes should focus on the financial products and services for the youth. One of 
the methods to impart financial knowledge is via financial education. Financial management awareness 
programme should be conducted for the youth, as financial management habits are formed early in life.  
Government agencies should organise financial literacy events to make public aware on the importance 
of better financial management. These topics are such as retirement planning, investment planning, and 
debt management, etc. One of the examples of efforts taken by the government is by PNB Investment 
Quiz (PNBIQ) event.  
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One limitation of this study is that only data of students from one university was gathered. 
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APPENDIX 

 

Financial Literacy Questions 
 

1. Suppose you had RM 100 in a savings account and the interest rate was 2% per year. After 5 years, 
how much do you think you would have in the account if you left the money to grow?  
 
a. More than RM 100       
b. Exactly RM 102  
c. Less than RM 102  
d. Do not know  
 

2. Suppose you had RM 100 in a savings account and the interest rate is 20% per year and you never 
withdraw money or interest payments. After 5 years, how much would you have on this account in 
total?   
 
a. More than RM 200      
b. Exactly RM 200  
c. Less than RM 200  
d. Do not know  
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3. Imagine that the interest rate on your savings account was 1% per year and inflation was 2% per 
year. After 1 year, how much would you be able to buy with the money in this account?  
 
a. More than today     
b. Exactly the same   
c. Less than today   
d. Do not know  
 

4. Assume a friend inherits RM 10,000 today and his sibling inherits RM 10,000 three years from now. 
Who is richer because of the inheritance?  
 
a. My friend    
b. His sibling  
c. They are equally rich  
d. Do not know  
 

5. Suppose that in the year 2017, your income has doubled and prices of all goods have doubled too. 
In 2017, how much will you be able to buy with your income? 
  
a. More than today 
b. The same 
c. Less than today  
d. Do not know  
 

6. Net worth is:  
 
a. The difference between expenditures and income 
b. The difference between outsiders’ liabilities and assets  
c. The difference between cash inflow and outflow   
d. None of the above  
 

7. A company issues shares in the:  
 
a. Secondary markets 
b. Primary markets 
c. Stock exchange 
d. Derivative markets  
 

8. Who regulates the banks and financial institutions in Malaysia?  
a. Securities Board  
b. Securities Commission  
c. Insurance Board          
d. Bank Negara Malaysia 
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9. The main reason to purchase insurance is to  
 
a. Protect you from a loss recently incurred   
b. Provide you with excellent investment returns  
c. Protect you from sustaining a severe loss  
d. Protect you from small incidental losses  
e. Improve your standard of living by filing fraudulent claims  

 

10. What is the general corporate tax rate in Malaysia?   
 
a. 20%  
b. 22%   
c. 24%   
d. 26%  
 

11. What do you think deserves primary attention when one has to compare between the banks to choose 
the one where to take a loan from?  
 
a. Bank’s reputation and its reliability   
b. View of the bank office and qualifications of its personnel  
c. Interest rate and the other costs    
d. Gifts and advertising campaigns  


