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Abstract 

 

Malaysians have been reported to have poor personal financial management due to low financial literacy 

which can be seen in high bankruptcy rate. Poor personal financial management among the adults has raised 

an alarming signal on the importance of having financial knowledge which can help individuals to make 

good decisions on financial matters. The objective of this study is to determine the current level of financial 

literacy among the Generation Y in Malaysia. The financial literacy is measured in three ways in these 

studies namely saving / borrowing, insurance / protection, as well as investment. A survey was carried out 

among 500 university students using convenience sampling technique. The collected data was descriptively 

analysed. Generally, the findings showed 65 percent of respondents obtain financial information through 

social media, followed by official website. Most of the respondents demonstrated low to moderate score in 

their knowledge of personal financial management and have some grasp of concepts such as time value of 

money, insurance provider, and types of investment. The study also highlights that higher score is found in 

certain demographic groups-gender, ethnicity and early exposure on personal finance education. This study 

also suggests appropriate strategies for education institutions, government and relevant authorities to 

improve financial knowledge among the younger generation.  
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1. Introduction 

As the marketplace becomes more globalised and challenging, it is imperative of an individual to 

handle his or her financial affairs effectively. In order to make a sound financial decision, financial 

knowledge plays an important role (The Star Online, 2019b). Generally, financial literacy concerns on the 

knowledge and understanding of how an individual makes, spends, and saves money.   

During the launching of Belanjawanku: Expenditure Guide for Malaysian Individuals and Families 

Programme, Finance Minister Lim Guan Eng mentioned that low financial literacy is the root cause of high 

bankruptcy rate in Malaysia (The Star Online, 2019a). Bank Negara Malaysia conducted a survey and found 

out that Malaysian still lack of financial knowledge to handle own financial well-being, including the ability 

to handle financial shock. For instance, it can be challenging for some individuals to withdraw RM1, 000 

cash in the case of emergency. To meet the financial emergency, Malaysians will tend to cut down spending, 

borrowing from friends and relatives, or worst case by depending of the credit lines. In addition, the survey 

also mentioned that Malaysians are not able to make rational financial decisions during the time of 

emergency. Many are involved in financial scams making up to 1,883 cases recorded in the first quarter of 

2017, with total loss of RM379mil (The Star Online, 2018). 

Financial literacy can be gained through lifelong learning. It is not something to reserve among 

adults only. Money management is a living skill that people from all walks of life should excel (The Edge 

Malaysia, 2018). Poor personal financial management among the adults might create anxiety to the younger 

generation who was currently studying or just started to work. Therefore, it is considered to be valuable to 

understand the financial literacy level on Gen Y, especially among university students as they are the group 

of people who will shape the future of society. Gen Y is expected to have live longer than Gen X. Therefore, 

their financial life spam is longer and it is crucial for them to make the right choice on saving, borrowing, 

insurance, as well as to invest their money. 

   

2. Problem Statement 

Literature and the mainstream media describe an individual’s financial literacy can be gained 

through knowledge acquired from financial education by means of both formal and informal classes. 

Financial literacy is defined as “the ability to make informed judgements and decision regarding the use 

and management of money” (Widdowson & Hailwood, 2007, p. 37). Financial literacy can also be depicted 

as the knowledge about managing money in terms of saving, budgeting, insuring, and investing (Hogarth 

& Hilgert, 2002). 

Having a sound financial literacy helps to enhance an individual’s quality of life. A financially 

literate person possesses better financial decision thereby influence the accumulation of wealth and income. 

Deuflhard et al. (2018) found out that owning a saving account is partly linked to investor financial literacy. 

They further added that an individual who has better knowledge in personal financial management would 

have higher returns from his or her saving account. Financial literacy also helps to promote a sound financial 

system. An individual who possesses high financial literacy can make good investment plan and strike a 

balance between risk and return trade off. As a result, it ensures efficient allocation of financial resources 

in the economy and implies potential economic growth (Widdowson & Hailwood, 2007). 
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Literature review indicates that financial literacy includes the three main distinct areas: 

1.  Saving/borrowing (including purchasing power, cost of borrowing, consumer loans and 

mortgage) (Barbiarz & Robb, 2014; Lusardi & Mitchell, 2011) 

2.  Insurance/ protection (including medical and life insurance through the use of risk management 

technique) (Atkinson & Messy, 2012) 

3.  Investment (including saving the present financial resources for future use by using saving 

accounts, stocks, bonds, unit trust) (Meyer, 2017).  

Chen and Volpe (1998) described an individual not only need to decide on how much to save and 

spend, they should also manage the need of their own medical and life insurance. Additionally, people must 

plan for their children’s education and later, their retirement. In personal finance, investment is very 

important as it is an independent learning process to manage finances in the present and future. According 

to Pritazahara and Sriwidodo (2015), financial literacy in investment is often associated with knowledge 

about portfolio diversification, asset allocation, risks and importance of time horizons. 

Financial literacy test has been conducted across countries. Most of the findings illustrated the 

widespread of financial illiteracy among the people. For instance, Hogarth and Hilgert (2002) conducted a 

telephone survey in U.S, randomly picked on 1,000 households as their respondents. The survey covered a 

set of 28 true-false questions regarding savings, credit, mortgages, and general financial management 

topics. The findings showed the consumers are lacking of knowledge on topics such as savings, credit, and 

general financial management, with average score less than 65 percent. Idris et al. (2017) examined the 

financial literacy level and its relationship with financial distress among 430 youngsters in Malaysia. The 

findings showed moderate financial literacy among the respondents and found that an individual with better 

financial literacy would have lesser financial distress. Past study which examined the level of financial 

knowledge among the youngsters reported that less than one-third of the respondents have fundamental 

financial knowledge (Lusardi et al., 2010).  

Past studies also revealed on how the demographic profiles are associated with the financial literacy 

level. Males are found to perform better in financial literacy than females in most studies (Bharucha, 2019; 

Chen & Volpe, 2002; Kumaran, 2019; Lusardi et al., 2010) while Selvadurai et al. (2018), Stewart (2017) 

mentioned females have better financial literacy than males. Schubert et al. (1999), Mandell and Klein 

(2007) are among the few that find no evidence on gender influence the financial literacy level. Certain 

ethnicity groups proved to have higher financial literacy than others (Jariah et al., 2012; Jeyaram & 

Mustapha, 2015; Loke, 2015; 2017; Mahathir, 1988). 

 The role of education also plays a significant role to influence financial literacy. Based on the 

findings obtained by Lusardi and Mitchell (2011), it demonstrated that the higher the level of education, 

the better the financial literacy level. In addition, formal education in schools regarding personal financial 

management is consistently found to be important in improving financial literacy (Hogarth & Hilgert, 2002; 

Huston, 2010).   

 

3. Research Questions 

Garg and Singh (2018) mentioned that the decisions made by youth is crucial as it impacts their 

financial well-being in their entire lifespan. Young people need to be given empowerment to handle their 
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own financial affairs (Davies, 2015). In view of financial knowledge is so crucial to youth, hence, this study 

raises the research question on the level of knowledge in personal financial management, or in short 

financial literacy, among the university students in Malaysia. Proper decision-making processes can only 

be implemented by the policy makers after identifying their financial literacy level as well as the vulnerable 

groups. 

   

4. Purpose of the Study 

The purpose of this study is to determine the financial literacy level among Gen Y in Malaysia. 

 

5. Research Methods 

Research design is “a framework or blueprint for conducting the marketing research project that 

specifies the procedures necessary to obtain the information needed to structure and / or solve the marketing 

research problem” (Malhotra, 2007, p. 66). This study applied descriptive research as it aims to describe 

the financial literacy among Generation Y. This study used cross-sectional design which is s “one-time 

collection of information from any given sample of population elements” (Malhotra, 2007, p. 73) was used 

in this study. It is due to less time-consuming and less costly to collect responses from a large sample. 

The students in the Multimedia University are regarded as the target population of this study. The 

sample size is 500 respondents – 250 respondents from each campus in Cyberjaya and Melaka. The 

respondents are from all levels of programme (Diploma, Foundation, Bachelor, Master, and Doctorate), 

covering various academic disciplines (Engineering & Technology, Computer Science, Business & 

Management, Creative Multimedia, Law, and Applied Communication). Convenience sampling was 

applied in this study. 

The survey questionnaire consists of three sections. Section A seeks to understand the respondent’s 

demographic profile (9 items). Section B assesses their financial literacy on savings and borrowing (6 

items), insurance / protection (6 items), and investments (6 items). Section C aims to understand the medium 

used by the respondents to gain financial information. The content of the survey questionnaire was validated 

by subject matter experts and the research instruments was refined. Using self-administered questionnaires, 

the responses were collected from 500 respondents for further analyses. Data collection was conducted in 

both Cyberjaya and Melaka Campus, Multimedia University from October to December, 2018. 

   

6. Findings 

Once the data is collected, descriptive analysis will be conducted to analyse the central tendency 

(mean) of the data. 

 

Table 01.  Demographic Profile of the Respondents 

Demographics Freq. % Demographics Freq. % 

A
g
e
 

Below 17 years old 

17-23 years old 

24-30 

30-37 
38 years old & 

above 

3 

463 

33 
0 

1 

0.6 

92.6 

6.6 
0 

0.2 F
ie

ld
 o

f 
S

tu
d

y
 Engineering & Technology 

Computer Science 

Business & Management 

Creative Multimedia 

Law 

Applied Communication 

56 

130 

202 

52 

52 

8 

11.2 

26.0 

40.4 

10.4 

10.4 

1.6 
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G
e
n

d
e
r
 

Male 

Female 

295 

205 

59.0 

41.0 

L
e
v
e
l 

o
f 

P
r
o
g
r
a
m

m
e
 Foundation 

Diploma 

Bachelor 

Master 

Doctorate 

123 

59 

317 

0 

1 

24.6 

11.8 

63.4 

0 

0.2 

R
a
c
e 

Malay 

Chinese 

Indian 

Others 

154 

207 

98 

41 

30.8 

41.4 

19.6 

8.2 

Y
e
a
r
 o

f 
S

tu
d

y
 First Year 

Second Year 

Third Year 

Fourth Year 

More than Fourth Year 

239 

127 

99 

31 

4 

47.8 

25.4 

19.8 

6.2 

0.8 

N
a
ti

o
n

a
li

ty
 

Malaysian 

Non-Malaysian 

469 

31 

93.8 

6.2 
H

a
v
e
 y

o
u

 a
tt

e
n

d
e
d

 a
n

y
 c

o
u

r
se

 r
e
la

te
d

 t
o
 

p
e
r
so

n
a
l 

fi
n

a
n

c
e
  

Yes 

No 

131 

369 

26.2 

73.8 

L
o
c
a
ti

o
n

 o
f 

c
a
m

p
u

s 

Cyberjaya 

Melaka 

25 

25 

50 

50 

  

 

The demographic profile of the respondents is presented in Table 01. There are more male 

respondents (295; 59.0%) than female respondents (205; 41.0%) and majority of the respondents aged 

between 17-23 years old (463; 92.6%) and pursuing their first year of study (239; 47.8%). Majority of the 

students are currently undertaking Bachelor programme (317; 63.4%) and non-business respondents 

(Engineering & Technology, Computer Science, Creative Multimedia, Law and Applied Communication) 

outnumbered business and management students (non-business: 59.6%; business: 40.4%). Majority of the 

respondents are Malaysian (469; 93.8%) and dominated by Chinese (207; 41.4%). As many as 369 or 73.8% 

of the respondents have not attended any courses related to personal finance management. 

 

Table 02.  Medium of Financial Information 

No. Medium of Financial Information  Freq. % 

1. Social media 325 65.0 

2. Official website 259 51.8 

3. Word of mouth (friends, relatives, colleagues, family, etc.) 245 49.0 

4. Email 234 46.8 

5. Advertisement (TV and radio) 199 39.8 

6. Printed media (newspaper, magazine, brochures) 198 39.6 

7. Events and experiences 135 27.0 

8. Direct selling (calls, financial consultants) 108 21.6 

9. Public relation (press conference, event sponsorship) 106 21.2 

10. Short message service (SMS) 101 20.2 

11. Billboard 66 13.2 

12. Instant Messenger 51 10.2 
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Table 02 above shows the various mediums used by the respondents in gaining financial 

information. The most common medium used by the respondents is social media (65.0%), followed by 

official websites (51.8%) and email (46.8%). This finding is consistent with Constantine (2010) which 

recommended financial-related institutions can leverage on Web 2.0 marketing tools to effectively reach 

Generation Y. This is because Generation Y customers who are more tech savvy use online financial 

services more intensively than other generations.  

 Based on the analysis the average score is categorised into five ratings, namely “very poor (0%-

20%), poor (21%-40%), average (41%-60%), good (61%-80%) and very good (81%-100%)”, as suggested 

by the Asian Institute of Finance (2015). In general, the respondents recorded the highest score in financial 

literacy on insurance / protection (52.1%; Average), followed by savings and borrowing (47.4%; Average) 

and investment (37.3%; Poor).  

Regarding the tabulation of average score of financial literacy among various demographic groups 

generally, female respondents recorded higher score in financial literacy than male respondents (Female: 

46.26; Male: 45.14). The finding is consistent with past studies which reported females are more family 

oriented, better organised and self-disciplined in managing matters relating to finances than males 

(Selvadurai et al., 2018; Stewart, 2017). Nevertheless, the finding is contradicting with past studies 

(Arrondel et al., 2013; Bucher-Koenen & Lusardi, 2011; Kharchenko, 2011; Luksander et al., 2014) which 

reported that males can better manage their financial matters.  

Figure 01 shows the average scores between both genders in the specific area of financial literacy. 

Female respondents recorded higher score in financial literacy on insurance / protection (Female: 52.76; 

Male: 51.64) and investment (Female: 38.94; Male: 36.21) while male respondents recorded higher score 

in financial literacy on saving and borrowing (Male: 47.57; Female: 47.07). 

 

 

 

Figure 01.  Financial Literacy Average Score between Genders 

 

Generally, Chinese respondents recorded higher score in financial literacy than respondents of other 

ethnicity (Chinese: 46.27; Malay: 45.92; Indian: 43.76). The result is consistent with previous studies which 

demonstrated that the Chinese have better financial management behaviour, more financially literate and 
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have less debt repayment problems compared to other ethnic groups (Jeyaram & Mustapha, 2015; Loke, 

2015 & 2017; Jariah et al., 2012; Mahathir, 1988).    

More specifically, Chinese respondents recorded higher score in financial literacy on savings and 

borrowing (Chinese: 49.36; Malay: 47.40; Indian: 43.71); Malay respondents recorded higher score in 

financial literacy on insurance/protection (Malay: 54.54; Chinese: 51.29; Indian: 48.81); Indian respondents 

recorded higher score in financial literacy on investment (Indian: 38.78; Chinese: 38.16; Malay: 35.82) (see 

Figure 02 below).  

 

 

 

Figure 02.  Financial Literacy Average Score between Ethnic Groups 

 

In terms of field of study, business students recorded higher score on financial literacy than non-

business students (Business: 47.72; Non-Business: 44.16). Moreover, those who have attended courses 

related to personal finance management recorded higher score on financial literacy than those who have 

not (Yes: 46.78; No: 45.18). This finding is consistent with Herawati (2018) who reported that the level of 

financial literacy for students who have early exposure on financial education is higher than those who have 

not. This shows the importance of integrating courses related to personal financial management into formal 

curriculum system in education institutions. 

Also, level of financial literacy is found on students who are studying higher level of programme. 

This can be seen when Doctorate students recorded the highest score in financial literacy than others 

(Doctorate: 55.56; Bachelor: 47.06; Foundation: 44.49; Diploma: 39.92). This result is consistent with 

previous empirical study carried out by Lusardi and Mitchell (2011). However, the finding is contradicting 

with Selvadurai et al. (2018) which reported having the right attitude and mind set is more important than 

having higher level of education when it comes to financial planning. 

   

7. Conclusion 

In general, the university students in Malaysia have low to moderate financial literacy. To summarise 

the results, the average scores of financial literacy for both males and females are 45.14% and 46.26%, 
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respectively. Among the three distinct areas of financial literacy, university students are least 

knowledgeable especially on ‘investment’. Besides, this study also highlights some of the important socio-

demographic attributes such as gender, education background, formal financial education do play a 

significant role to influence financial literacy.  

Findings show that financial literacy can be improved through formal education. However, general 

tertiary education seems insufficient to equip an individual with good financial literacy. Thus, the need of 

incorporating specific financial courses or programmes into the existing curriculum is crucial. The financial 

education should focus on the three main areas of financial literacy (saving/borrowing, insurance/protection 

and investment) as the respondents recorded low to moderate scores in the assessment.  

Despite many parties (i.e., The Credit and Debt Management Agency (AKPK), The Malaysian 

Financial Planning Council (MFPC), Financial Planner Association of Malaysia (FPAM)) are offering 

roadshows and workshops for the nation regarding financial literacy, most of the youngsters are not aware 

of such free financial education programmes.  We recommend that social media can be used as an effective 

tool of not only disseminating the information, as well as engaging the audiences together to build a healthy 

financial freedom society. 
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