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Abstract: Topics on personal finance literacy are still considered minimal in Malaysia. If there are surveys on
them done by researchers the majority of the studies focused on residents as a whole and did not directly
address the youngsters. This study aimed to verify Malaysian student’s level of personal financial literacy and
focused on mvestigating the effects of gender, ethnicity, age and bank account ownership on a student’s
financial knowledge. In addition, this study also aimed to analyze the relationship between the student’s
educational background and personal financial literacy. This study utilized the descriptive analysis,
independent samples t-test and one-way anova analysis in order to achieve the research objective. It was found
that the high school students were not financial literate and the findings were consistent with several academic
works conducted on the topic globally. The results were alarming and a sign for the government to undertake
drastic action in increasing the literacy of high school student’s personal financial knowledge.
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INTRODUCTION

High school 1s a crucial time in a student’s life. This
15 the transition peried for the students to either further
their studies on higher education learning or start to seek
their first jobs. High school results whether excelling or
failing will lead them to achieve some degree of financial
autonomy. For those who excel they will go to college and
start to coop with their own financial responsibilities such
as paying collage fees making financial budget and
managing their own education loan There is no exception
for those who did not plan to continue their studies where
the big challenge will wait for them; looking for jobs and
managing their own salaries. Both situations will be a big
challenge for them. How well they cope with these
challenges depends in part on the financial knowledge
and behaviors they acquire prior to arriving at this stage
(Lyons et al., 2006). Being financially literate is important
for mdividuals to make sound financial decisions in the
short-term and the long-term peried.

Malaysians consider themselves good in financial
literacy but in reality, they are unaware that they are
financially illiterate (Murugiah, 2016). Furthermore, n
Malaysia, topics on personal finance literacy are still
considered minimal and if there are programs or activities
being done on it, they were never addressed directly to

young consumers (Thrahim ef al., 2010). Instead, there is
no consensus definition of financial literacy (Huston,
2010). Results from prior studies at some countries show
that the level of financial literacy among high school
students is poor (Cameron et al., 2013) even at the basic
understanding such as interest rate, inflation and risk
diversification. The lack of knowledge and awareness in
financial aspects as well as the lack of mstruments and
appropriate plans may bring about a negative impact to
the long term quality of hife (Idns ef al., 2013). Although,
the government of Malaysia through Bank Negara
Malaysia in collaboration with the Mimistry of education
will integrate financial education elements into the core
subjects of the new school curriculum for the high school
level on 2017, no other studies on financial literacy
focusing on specific group of high school students have
been done in this country.

This study aimed to verify Malaysian student’s
level of personal financial literacy and focused on
nvestigating the effects of gender, ethmcity, age and
bank account ownership on a student’s financial
knowledge. Tn addition, this study also aimed to analyze
the relationship between the student’s educational
background and personal financial literacy. This
study was guided by the following research
questions:
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¢ What is the level of financial literacy of high school
students in Raub?

¢ Is there a significant difference in the financial
literacy of high school students based on gender?

¢ Is there a significant difference in the financial
literacy of high school students based on age?

¢ Is there a significant difference in the financial
literacy of high school students based on ethmicity?

¢ Is there a significant difference in the financial
literacy of high school students based on personal
bank account ownership?

* Is there a significant difference in the financial
literacy of high school students based on their
educational background?

Literature review: Financial literacy 15 defined as the
“people’s ability to process economic information and
make informed decisions about financial planming, wealth
accumulation, debt and pensions™ (Lusardi and Mitchell,
2014). Bemng financially literate 1s important for individuals
to make sound financial decisions both in the short-term
and the long-term period. It 13 also the case that
communities and the national economy with informed and
financially literate consumers will have more stable and
efficient markets.

Previous research has indicated that financial literacy
can have important implications on financial behavior.
People with low financial literacy are more likely to have
problems with debt (Tang et al, 2014). According to
Lusardi et ol (2010, 2009) financial literacy 15 an
important component of sound financial decision making
and many young people wish they had more financial
knowledge. People with low financial literacy are more
likely to have financial related issues in the real world
(Lusardi and Tufano, 2009a, b). Fmancial education at
an early age can reduce the financial illiteracy and
alleviate financial difficulties among youth significantly
(Mohamed, 2016).

Previous research: The majority of empirical studies
on personal finance literacy among high school
students done at different countries showed poor results.
Danes and Hira (1987) were the 1st scholars to undertake
acadermic work on financial literacy on semor high school
students. An academic work by A National Council on
Economic Education study (NCEE, 2005) stressed that
there was inadequate personal finance literacy among
semor high students and that had a negative effect on
their financial decisions and behavior. The comparison
between studies in Hamilton, New Zealand with samples
from Tapan and the United States found that financial
literacy 1s poor in all three countries but is substantially
worse in New Zealand and the United States than in Japan

(Cameron et al., 2013). This study suggested that all three
countries should work harder to develop the financial
literacy of their high school students. Studies in Korea
had made a comparison of financial literacy based on the
bloom’s cognitive level and indicated that Korean
students showed relatively strong financial literacy at the
cognitive level of knowledge but weak financial literacy at
higher cogmtive levels of comprehension and application
(Falahati and Paim, 2011).

Determinant of financial literacy: Financial literacy is
alarmingly affected by demographic characteristics such
as age, education level, gender, parents, peers etc. Several
academic works had been conducted across countries to
confirm this. A study by Lewis Mandell showed that
gender 13 one of the wnportant elements m financial
literacy where women are considerably less financial
literate than men. This result was similar with Marzieh
which proved that men are more financially healthy. In
addition, a research by Lawrance mndicated that females
are more likely to have a credit card than male students
and males on the other hand were reported to be more
confident about making financial decisions. However, the
relationship between gender and fnancial literacy was
denied in the study done by Too and Grable (2004).

Students are more financially literate if they are older
(Cameron et al., 2013). But, some researchers were not
confident about the truth of this statement and thought
that age does not matter (Brown and Graf, 2013).
Lusardi ef al. (2009, 2010) were confident that financial
knowledge can decrease again once an individual has
reached the age of 55.

Sabri and MacDonald (2010) investigated the
situation in Malaysia and found that the financial
literacy of college students which was also low there was
related to ethmecity (and student’s childhood consumer
experiences). It was apparent that Chinese students had
a low level of fmancial knowledge compared to their
Malay counterparts. In the United States as well this was
the case; Lusardi and Mitchell (2014) found evidence of
major differences in financial literacy across racial groups:
African-Americans and Hispanics displayed much lower
levels of financial literacy than caucasians.

Mandell noticed that ligh school students with their
own savings account had better financial knowledge. In
addition Deuflhard ef al. (2014) stated that 82% of all
Dutch households had savings accounts; these often
represent the bulk of their financial wealth. They found
that financial literacy had a positive significant
relationship with the household’s average earmings on
savings accounts: financially literate investors were more
successful in selecting the savings account that yielded
the highest return.
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A strong positive relationship was found between
the level of education and the financial literacy. Chen and
Volpe (1998) noticed by means of a survey that the scores
on the test were determined mostly by the education level
and the subject that the participants studied at school.
Business majors, for example, had better scores than
others. In 2008, Mandell demonstrated by means of a
questiomnaire (composed of 31 questions) that the
average score of college students was nearly 15% above
that of high school seniors.

MATERIALS AND METHODS

The purpose of this study was to verify the high
school student’s-aged between 18 and 19-level of
perscnal financial literacy. Moreover, we investigated
whether their financial literacy was related to gender,
age, ethnicity, background and own
savings account. This study utilized descriptive analysis,
independent samples t-test and one-way anova analysis
n order to achieve the research objectives.

The population for this study consisted of 458 high
school students in the academic year of 2015-2016 and
attending 4 high schools at a rural area of Pahang,
Malaysia which is the Raub district. The schools
consisted of SMK Tersang, SMK Dong, SMK Seri Raub
and SMK Mahmood. A convenience sampling of the high
school student population was used and participation
was voluntary. From 458 lugh school students, 210 agreed
to participate m this survey.The time frame used in this
study was 2016.

Financial literacy n this research was measured by
the survey of personal financial literacy among high
school students in jumpstart (Taft et al., 2013). The
swrvey instrument was created by Dr. Lewis Mandell. This
survey includes 31 questions that consist of 6 aspects of
financial literacy which are financial responsibility and
decision making, income and career, planning and money
management, credit and debt, risk management and

educational

msurance and saving and investing.

From the 31 jumpstart questions survey, we selected
only 25 questions in this study because some financial
mstitutions and terms used in the jumpstart were different
from the Malaysian market environment. To ensure that
there were no substantial cultural barriers mherent
answering the questions, we used questionnaires that had
already been translated into the Malay language.
Furhermore, as the independent variable, demographic
factors namely age, gender, ethnicity, personal bank
account ownership and educational background were
used in this study.

RESULTS AND DISCUSSION

Participants: Based on the 207 students who responded
to the survey, 36.7% were male and 63.3% were female
students. The ethnic composition was Malay (61.4%),
Chinese (34.8%) and Indian (3.9%). The age of the
respondents was between 18-19 vear old. The majority of
the students owned a personal bank account (90.3%).
Meanwhile, for the educational background, 66.2% had
business background as a student and the rest came from
the science stream background (33.8%).

Research question 1 (What is the financial literacy of
high school students at Raub, Pahang Malaysia?):
Table 1 presents the descriptive statistics for all students
in the study on their fiancial literacy levels. The
overall literacy scores had a possible range from 0-100.
According to the guidelines established by the jumpS$tart
coalition, scores below 70 indicated a non-pass score on
the survey while scores of 70 and above were considered
as the passing level. The mean score for this sample
equalled to 50.01 indicating that these students were not
financial literate as measured by this instrument.

Research question 2 (Is there a significant difference in
the financial literacy of high school student based on
gender?): An independent-samples t-test was conducted
to compare the jump$tart survey scores m males and
females. There was a significant difference in the scores
for males (M = 48.00, SD = 13.17) and females (M = 51 .18,
SD =8.13)at 0.05 level; t (117.34) = -2.041, p = 0.001. It
showed that female students m Malaysian lugh schools
were relatively more financial literate than male
students. This result was similar to Murugiah (2016) but
contradicted with Lewis Mandell’s and Marzieh’s.

Research question 3 (Is there a significant difference in
the financial literacy of high school students, based on
age?): An mdependent-samples t-test was conducted to
compare the jump$tart survey scores based on their age.
The findings showed that there was no significant
difference in the scores of students with age 18 years old
(M = 4877, SD = 12.12) and 19 years old (M = 50.48,
SD = 10.35). This result suggested that age of the
respondents does not have an effect on financial literacy.

Research question 4 (Is there a significant difference in
the financial literacy of high school students based on
ethnicity?): The one-way ANOVA between group
analysis of variance was conducted to explore the
difference in the financial literacy of high school students
according to their ethmcity. There was a significant
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Table 1: Descriptive statistics for jumpstart survey scores

Variables Values Percentage Mean SD d Min. Max.
Survey score 207 100.0 50.01 10.87 1680.00 - -
Male 76 36.7 48.00 13.17 117.34 20 80
Female 131 63.3 51.18 9.13 - 16 68
18 years old 57 27.5 48.77 12.12 88.78 20 76
19 years old 150 72.5 50.48 10.35 2.00 20 80
Malay 127 6l.4 51.37 10.66 - 16 76
Chinese 72 34.8 47.56 11.28 2.00 20 80
Tndian 8 3.9 50.50 6.74 - 40 56
Bussiness 137 66.2 52.09 9.98 123.53 20 80
Non-business 70 338 45.94 11.45 - 16 68
Personal bank - - - - - - -
Account 187 90.3 50.35 10.74 - 16 80
Owner ship - - - - - - -
No bank - - - - 2248 - -
Account 20 9.7 46.80 11.83 - 24 72
Oenership - - - -

difference at the p<0.05 for the three ethmicity groups:
F (2, 204) = 2.889, p = 0.058. Despite reaching statistical
significance, the actual difference in the mean scores
between the groups was quite small. The effect size,
calculated using eta squared was 0.02. Post-hoc
comparisons using the Tukey HSD test mdicated
that the mean score for Malay (M = 51.37, SD =10.66)
was significantly different from Chinese (M = 47.56,
SD = 11.28). Indian (M = 50.50, SD = 6.74) did not differ
significantly from either Malay or Chinese. This result
reflected the study done by Sabri and MacDonald
(2010) for students at the university level where Chinese
students had a low level of financial knowledge compared
to Malay.

Research question 5 (Is there a significant difference
in the financial literacy of high school students
educational background?): An
independent-samples t-test was conducted to compare

based on their

the jumpstart survey scores among business and
non-busmess  background
significant difference in the scores for students with a
business background (M = 52.09, SD = 9.98) and
those with a non-business background (M = 4594,
SD = 9.45) conditions at the 0.05 level; t (205)=3.983,
p = 0.054. The magmtude of the differences in the means
was moderate (1)° = 0.07). This result was parallel with
Mandel’s, Murugiah (2016)’s which indicated that
education 1s positively and sigmficantly correlated with
financial literacy.

students. There was a

Research question 6 (Is there a significant difference
in the financial literacy of high school students
based on personal bank account ownership?): An
independent-samples t-test was conducted to compare
the jump$tart swvey scores among students with a
personal bank account ownership. There was no
signficant difference in the scores of students with a

personal bank account ownership (M = 50.35, SD = 10.74)
and no personal bank account ownership (M = 46.80,
SD = 11.83). The result suggested that personal bank
account ownership does not have an effect on financial
literacy. Even though the number of students that had a
personal bank account was high this did not contribute to
the knowledge of finance to them. This was due to the
requirement for them to open up a bank account for their
scholarship purposes.

CONCLUSION

As a conclusion, we found that high school students
in Raub were not financially literate and the finding was
consistent with the findings of several academic worlks
conducted on the topic globally (Murugiah, 2016,
Cameron ef al., 2013). As indicated m the literature, people
with low financial literacy tend to have financial 1ssues in
the real world (Lusardi and Tufano, 2009a, b). This result
15 a sign for the government to undertake drastic action in
increasing the literacy of high school student’s personal
financial knowledge. The findings also suggested that the
students that had business knowledge were more literate
that non business students. Thus, it pointed out that
business major students were informally exposed to
certain concepts of financial management which gave
significant impacts on their understanding of certain
financial literacy issues. Therefore, the Malaysian
government’s action in mtroducing the personal finance
subject n all schools n 2017 was very precise.
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