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Abstract. This study investigates the influence of Financial Literacy,
Materialism, and Lifestyle on Financial Behaviour among Generation Z in
Indonesia, a demographic highly engaged in digital finance yet vulnerable to
impulsive “doom spending.” Using a quantitative approach with purposive
sampling, data were collected through online surveys and analyzed with
SmartPLS 3 to test reliability, validity, and path relationships. The results show
that Financial Literacy and Lifestyle have positive and significant effects on
Financial Behaviour, while Materialism has a negative but insignificant effect.
These findings suggest that financially literate individuals are more capable of
managing money wisely, making informed decisions, and maintaining
responsible spending habits. Likewise, a balanced and disciplined lifestyle fosters
better budgeting, saving, and financial control. In contrast, materialistic
tendencies do not significantly affect financial behaviour, reflecting Gen Z’s
pragmatic approach toward financial management despite consumer culture
exposure. The model explains 46.3% of the variance in financial behaviour,
indicating moderate explanatory power. The study highlights that cognitive
(literacy) and behavioral (lifestyle) factors are key drivers of sustainable financial
conduct. It recommends enhancing financial education and lifestyle awareness to
reduce impulsive spending and strengthen financial resilience among Indonesia’s
young population. Limitations and future research directions are also discussed.

Keywords: Financial Literacy, Materialism, Life Style, Behavior Finance.

1 Introduction

In the modern era, global economic growth has shaped Indonesians’ financial behavior
toward increased consumption [1], [2]. Sound financial literacy encourages responsible
financial behavior and better decision-making [3], [4], [5], [6]. Financial behavior sig-
nificantly affects saving decisions, as seen in the growing trend of “doom spending”
among Generation Z, impulsive purchases triggered by stress and uncertainty about the
future [7]. Financial behavior involves managing and using money through budgeting,
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saving, paying bills, and avoiding impulsive spending [8]. Effective money manage-
ment supports financial goals and well-being [9]. While some studies show positive
effects of financial behavior on saving [10], others find negative relationships [11].

Financial literacy also plays an essential role in shaping financial decisions. It includes
understanding personal finance, debt, savings, investments, retirement, and insurance
[12]. A lack of financial knowledge can hinder one’s ability to manage finances effec-
tively, potentially reducing national prosperity [13]. Thus, financial literacy is a per-
sonal responsibility that enables individuals to make situational financial choices wisely
[14]. Financially literate individuals can make sound and responsible decisions [15].
Indonesia’s 2020 census recorded 270.20 million people, dominated by Generation Z
(27.94%) and Millennials (25.87%) [16]. These groups represent a vital economic force
[17], [18], though their financial behavior differs [19]. However, Generation Z is more
vulnerable to financial problems due to limited financial understanding, despite their
strong access to digital finance [20]. Financial literacy levels vary by age and occupa-
tion, with professionals showing the highest literacy and students the lowest [21]. En-
hancing literacy helps individuals manage money confidently and avoid future financial
risks [22]. Previous studies focusing on Generation Z in Indonesia reveal that financial
literacy plays a crucial role in shaping financial behavior, particularly saving decisions.
Angelyna and Tannia found that financially literate individuals tend to exhibit stronger
saving discipline and better financial management practices, regardless of social pres-
sure [23].

Materialism is another factor influencing saving behavior. It reflects the belief that
wealth and possessions are central to happiness [24]. Highly materialistic individuals
tend to overspend and experience financial stress due to weak money management
skills [25]. Their tendency to spend beyond income reduces their ability to save [26].
Studies on materialism and saving yield mixed findings: [27] reported a negative effect,
[28] found a positive one, and [29] identified no significant impact. Excessive materi-
alism, coupled with impulsive “doom spending,” can create long-term financial insta-

bility [7].

Lifestyle also affects financial management. Generation Z often follows the “YOLO”
(You Only Live Once) principle—preferring leisure and travel over long-term savings
[30]. Their consumerist lifestyle, combined with limited financial knowledge, leads to
poor money control [31]. Lifestyle represents how people think, act, and spend their
resources [32]. Many young individuals prioritize social activities, shopping, or enter-
tainment over saving [33]. Financial management becomes more challenging within
busy and impulsive lifestyles [34]. Generation Z’s consumptive tendencies highlight
the importance of developing disciplined financial behavior and sustainable spending
habits [35], [36].

Although previous studies have examined the influence of financial literacy, mate-
rialism, and lifestyle on financial behavior and saving decisions, the findings remain
inconsistent and fragmented [10], [11], [27], [28], [29]. Moreover, limited research fo-
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cuses specifically on Generation Z in Indonesia, a digitally active yet financially vul-
nerable group [20]. Existing studies rarely integrate these variables within one compre-
hensive model. Therefore, further research is needed to explore how financial literacy,
materialism, and lifestyle collectively shape Gen Z’s financial behavior and saving de-
cisions in today’s uncertain economic environment.

2 Literature Review & Hypotheses

2.1 Financial Literacy

Financial literacy is the combination of knowledge, confidence, and skills that enables
individuals to make responsible and effective financial decisions [37], [38]. It reflects
a person’s understanding of how to manage finances wisely in daily life [39] and helps
individuals use financial resources efficiently [40]. A high level of financial literacy
enables individuals to engage in effective planning, saving, investing, and avoidance of
risky financial behaviours, thereby contributing to improved long-term financial well-
being and financial self-efficacy [41], [42]. It includes knowledge of saving, investing,
managing debt, and applying financial information to sound decisions [43]. The Finan-
cial Services Authority (OJK) also defines it as knowledge, skill, and confidence that
shape responsible financial behavior [44]. Financial literacy improves individuals’ abil-
ity to prioritize needs and make rational financial choices, thereby enhancing their ca-
pacity to avoid financial problems and promote long-term financial well-being [45],
[46]. Greater financial knowledge has been shown to improve individuals’ financial
decision-making processes, including investment choices and financial planning, indi-
cating that higher literacy promotes wiser financial behaviour among the public [47].
Greater financial knowledge leads to wiser financial behavior [48]. Financial literacy
positively influences financial behavior, particularly among Generation Z in a cashless
society, showing that improved literacy leads to more planned, disciplined, and sustain-
able financial actions [35], [49].

Hypotheses:
H1: Financial Literacy has a direct effect on Financial Behaviour.

2.2 Materialism

Materialism refers to an individual’s tendency to focus on material possessions as a means of
achieving desired life goals or conditions [26]. In financial terms, it represents a person’s drive
to elevate economic status, often linked with competitive, selfish, and envious attitudes centered
on personal interests [50]. It also reflects how individuals view possessions as essential to their
identity and life satisfaction [51]. Materialism often arises from the habit of acquiring goods
beyond basic needs, where high materialistic values lead individuals to believe that possessions
are vital for happiness and success [51]. Materialistic individuals tend to spend excessively, man-
age money poorly, and neglect saving [52]. They often accumulate debt to purchase luxury goods
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and engage in impulsive buying to gain satisfaction or social approval. Materialism can be meas-
ured through three main indicators: (1) acquisition centrality, (2) possessions defining success,
and (3) acquisition as the pursuit of happiness [23].

Hypotheses:
H2: Materalisme has a direct effect on Financial Behaviour.

23 Lifestyle

Lifestyle refers to an individual’s activities, interests, and ways of spending time [34].
It reflects how a person lives in the real world through their habits, preferences, and
opinions [48]. From an economic perspective, lifestyle is closely related to how indi-
viduals allocate their time and financial resources [53]. Lifestyle represents a person’s
choices in consumption, social interaction, and personal priorities, which shape both
financial and social behavior. Lifestyle can be measured using three main dimensions,
activities, interests, and opinions (AIO), as proposed by Mowen and Minor (2002) [54].
This view is also confirmed the same indicators in analyzing lifestyle behavior [55],
[56]. A person’s lifestyle has a direct influence on their financial behavior. Individuals
with extravagant or high-consumption lifestyles tend to have poor financial manage-
ment skills [57], [58]. Lifestyle can either support or harm financial discipline depend-
ing on how well individuals control their spending and adapt to social trends [48].
Maintaining a balanced lifestyle helps individuals use their money more responsibly
and avoid impulsive financial decisions. Empirical findings show that a positive life-
style significantly improves students’ financial behavior, indicating that when individ-
uals live within their means, they tend to manage their finances wisely, make responsi-
ble decisions, and achieve better financial well-being [59].

Hypotheses:
H3: Lifestyle has a direct effect on Impulsive Buying.

2.4 Financial Behaviour

Financial management behavior is defined as how a person organizes and manages their financial
resources [60]. It includes effective planning, budgeting, monitoring, and control of financial
resources, which form the foundation of healthy financial habits [61]. Financial behavior, as de-
fined in the literature, includes how a person controls their budgetary expenditures and savings,
manages spending, and engages in budgeting and savings activities [62]. Based on empirical
financial behavior literature, key indicators of effective financial behavior include timely bill
payment, preparing realistic budgets, consistent saving, recording expenditures, preparing emer-
gency funds, managing consumption, maintaining cash flow, and investment planning, reflecting
an individual’s ability to manage personal finances responsibly and sustainably [62], [63], [64].
These actions reflect how individuals or groups make decisions to manage financial resources
effectively [9], [65]. Financial behavior also involves both rational and emotional decision-mak-
ing in managing income and assets. Financial behavior involves both rational and emotional de-
cision-making in managing income and assets and is shaped not only by financial knowledge but
also by psychological and social influences such as peer pressure and consumer culture. Prior
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research indicates that lower levels of financial literacy are associated with suboptimal financial
experiences and decisions, suggesting that behavioral components of financial decision-making
extend beyond purely rational choice [66]. Positive financial behavior, reflected in systematic
financial planning, discipline, and control over expenditures and savings, has been shown to con-
tribute significantly to individuals’ ability to meet financial goals, maintain financial stability,
and achieve greater financial well-being [67], [68].

3. Methodology

The selection of appropriate research subjects is crucial to obtain representative data that can be
generalized to a broader population. This study focuses on Generation Z, defined as individuals
born between 1997 and 2012 (aged 12-27 years). The research object includes data collection
and understanding of who, when, and where the study is conducted [69]. This study examines
financial literacy (X1), materialism (X2), lifestyle (X3), and financial behavior (Y) as key varia-
bles, with Indonesia as the research location. The study adopts a quantitative approach using a
Likert scale to measure individual or group opinions, attitudes, and perceptions toward social
phenomena. A five-point scale (ranging from “strongly disagree” to “strongly agree”) was dis-
tributed via Google Forms. The population in this study consists of Generation Z individuals in
Indonesia who have engaged in saving activities. A population represents the total data of interest
within a specific area or timeframe. The sampling method used is purposive sampling, which
selects participants based on specific criteria to ensure relevance and representativeness [70].
This technique allows researchers to focus on respondents with characteristics closely aligned
with the research objectives. Purposive sampling helps obtain deeper insights from individuals
with relevant experiences or knowledge related to the topic [72]. Data were processed using
SmartPLS version 3. Several statistical tests were conducted, including discriminant validity to
ensure that constructs are distinct from one another, composite reliability to evaluate internal
consistency, coefficient of determination to assess model fit, and path coefficient analysis to
measure the strength and direction of relationships between latent variables. Bootstrapping was
used to test the significance of path coefficients and generate P-values.

4. Result and Discussion

Table 1. Validity, Reliability, and R?

CA |rtho A| CR | AVE R’
Financial Literacy (FINLIT) 0,653 | 0,689 | 0,782 | 0,425
Materalisme (MAT) 0,735 | 0,798 | 0,841 | 0,638
Lifestyle (LIFE) 0,679 | 0,698 | 0,805 | 0,510
Financial Behaviour (FINBEH) | 0,569 | 0,570 | 0,754 | 0,435 | 0,463

Source: Data processed using SmartPLS 3 (2025)

Table 1 presents the results of validity, reliability, and coefficient of determination (R?) for all

constructs in this study, including Financial Literacy (FINLIT), Materialism (MAT), Lifestyle

(LIFE), and Financial Behaviour (FINBEH). The results indicate that all constructs meet the

minimum criteria for reliability and validity. Composite Reliability (CR) values for all constructs
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exceed the recommended threshold of 0.70 [72], ranging from 0.754 for Financial Behaviour to
0.841 for Materialism, confirming satisfactory internal consistency. In terms of convergent va-
lidity, Average Variance Extracted (AVE) values for Materialism (0.638) and Lifestyle (0.510)
are above the 0.50 threshold [73], indicating acceptable levels of variance explained by their
indicators. However, Financial Literacy (0.425) and Financial Behaviour (0.435) fall slightly be-
low the ideal benchmark, suggesting moderate convergent validity but still within an acceptable
range for exploratory research [72]. The reliability indicators Cronbach’s Alpha (CA) and tho A
also support construct consistency, with tho A values ranging between 0.570 and 0.798, further
confirming the measurement stability across constructs. The R? value for Financial Behaviour
(0.463) demonstrates that approximately 46.3% of the variance in Financial Behaviour can be
explained by Financial Literacy, Materialism, and Lifestyle. This value indicates a moderate ex-
planatory power, implying that the proposed model is capable of predicting nearly half of the
variations in financial behavior among Generation Z respondents in Indonesia.

Table 2. Hypothesis Test Results
Original Sam- Sample Mean Std. Dev. ¢ Statistics p values

ple
FINLIT - FINBEH 0,345 0,354 0,075 4,577 0,000
MAT - FINBEH -0,014 0,001 0,078 0,183 0,855
LIFE > FINBEH 0,416 0,499 0,073 5,702 0,000

Source: Data processed using SmartPLS 3 (2025)

Table 2 presents the hypothesis testing results generated using SmartPLS 3 (2025). This analysis
explores the relationships between Financial Literacy (FINLIT), Materialism (MAT), Lifestyle
(LIFE), and Financial Behaviour (FINBEH) within the context of Generation Z in Indonesia. The
path coefficient significance was evaluated using the bootstrapping method to obtain p-values,
which determine whether the relationships among variables are statistically significant. A p-value
lower than 0.05 indicates a significant relationship at the 5% significance level [72]. The findings
reveal that Financial Literacy (= 0.345,t=4.577, p=0.000) has a positive and significant effect
on Financial Behaviour. This result suggests that individuals with higher financial knowledge are
more capable of managing their finances responsibly and making informed financial decisions.
Similarly, Lifestyle (8 = 0.416, t = 5.702, p = 0.000) also shows a positive and significant rela-
tionship with Financial Behaviour, implying that a well-managed and disciplined lifestyle can
enhance one’s financial management practices. In contrast, Materialism (f =-0.014,t=0.183, p
= 0.855) demonstrates an insignificant and negative relationship with Financial Behaviour. This
indicates that materialistic tendencies do not meaningfully influence how individuals manage
their financial resources. Overall, these results highlight that financial literacy and lifestyle fac-
tors play critical roles in shaping positive financial behaviour, while materialism exerts minimal
influence.
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Figure 1. Bootstraping Model

Source: Data processed using SmartPLS 3 (2025)

The structural model results demonstrate the relationships among Financial Literacy (FINLIT),
Materialism (MAT), Lifestyle (LIFE), and Financial Behaviour (FINBEH). As illustrated in Fig-
ure 1, Financial Literacy (FINLIT) has a strong and positive effect on Financial Behaviour
(FINBEH) (B = 0.345, t = 4.577, p < 0.001), indicating that individuals with higher financial
literacy tend to exhibit more responsible and rational financial behaviours. This finding high-
lights that improved understanding of financial concepts enhances individuals’ ability to make
informed financial decisions and manage resources effectively. Meanwhile, Lifestyle (LIFE) also
shows a positive and significant relationship with Financial Behaviour (FINBEH) (3 =0.416, t =
5.702, p <0.001). This suggests that individuals with a balanced and well-managed lifestyle are
more likely to demonstrate sound financial management practices. A disciplined lifestyle posi-
tively contributes to better budgeting, saving, and spending habits. In contrast, Materialism
(MAT) exhibits a negative but insignificant effect on Financial Behaviour (FINBEH) (f = —
0.014, t = 0.183, p = 0.855). This implies that materialistic values do not significantly influence
how individuals manage their financial activities. Overall, these findings confirm that Financial
Literacy and Lifestyle are crucial determinants of positive Financial Behaviour among Genera-
tion Z in Indonesia, while Materialism exerts minimal impact.

Based on the results of data analysis, Financial Literacy (B = 0.345, t = 4.577, p = 0.000) has a
positive and significant effect on Financial Behaviour. This indicates that individuals with higher
financial knowledge are more capable of managing their finances responsibly and making in-
formed financial decisions. These findings confirm that financial literacy significantly influences
the financial behaviour of Generation Z. Financial literacy refers to an individual’s financial
knowledge and skills that enable them to manage and utilize their financial resources effectively
[40]. This result is consistent with the study which found that financial literacy has a positive and
significant relationship with financial behaviour [59]. The t-test results further confirm that fi-
nancial literacy partially and significantly affects financial behaviour, strengthening previous re-
search findings. The influence arises from the financial knowledge possessed by Generation Z,
who generally understand how to manage and use money wisely. Although individual percep-
tions may vary, most respondents agree that financial management knowledge is essential. This
awareness reflects Generation Z’s recognition of the importance of understanding how to control
spending, plan savings, and make responsible financial decisions. Therefore, as financial literacy
increases, Generation Z tends to be wiser and more disciplined in managing their money. These
results reinforce earlier studies, confirming that financial literacy is a key factor shaping sound
financial behaviour among young generations in Indonesia [40], [59].
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Based on the data analysis results, Materialism (f =—0.014, t = 0.183, p = 0.855) demonstrates
an insignificant and negative relationship with Financial Behaviour. This suggests that material-
istic values do not substantially influence how young individuals manage their financial re-
sources. Although the coefficient shows a negative trend, implying that higher materialism might
relate to poorer financial management, the statistical insignificance indicates that this effect is
minimal within this generational group. This result is consistent with findings who reported that
materialism did not directly predict responsible financial behaviour among young adults, as its
effect was mediated by impulsivity and financial self-control [74]. Similarly noted that material-
istic values influence financial outcomes only when coupled with weak financial management
practices [75]. In the Indonesian context, Gen Z’s financial behaviour is more strongly shaped
by financial literacy and digital financial access rather than by materialistic attitudes, reflecting
a pragmatic rather than purely consumption-driven mindset [40]. The insignificant relationship
may also reflect the evolving financial culture of Indonesian Gen Z, who are digitally connected,
value convenience, and often use financial apps that promote budgeting and saving. Their mate-
rial aspirations are frequently expressed through digital experiences or social identity rather than
excessive spending on physical goods. Therefore, while materialism theoretically aligns with
consumerism, it does not necessarily lead to poor financial behaviour in this demographic.

Based on the data analysis results, Lifestyle (B = 0.416, t = 5.702, p = 0.000) shows a positive
and significant relationship with Financial Behaviour, indicating that a disciplined and balanced
lifestyle contributes to better financial management among Generation Z. This finding supports
the view which define lifestyle as the way individuals live in the real world, reflected through
their activities, interests, and opinions [48]. The results are also consistent with the which re-
vealed that lifestyle has a positive and significant impact on financial behaviour [59]. Students
with a well-managed and healthy lifestyle tend to demonstrate responsible financial behaviour,
as they are more capable of using and allocating their money wisely. The t-test results further
confirm that lifestyle partially and significantly influences financial behaviour, reinforcing pre-
vious findings. This suggests that lifestyle shapes how individuals, particularly Generation Z,
manage their finances and make spending decisions. The influence of lifestyle arises from Gen-
eration Z’s daily activities, interests, and opinions, which generally reflect a moderate and
thoughtful approach to consumption. Respondents demonstrated awareness of maintaining a sus-
tainable lifestyle without engaging in excessive spending, which helps prevent financial difficul-
ties. Hence, a positive lifestyle fosters better financial decision-making and encourages respon-
sible financial behaviour. These findings are consistent emphasizing that a well-balanced lifestyle
significantly supports sound financial management among Generation Z [59].

5. Conclusion, Limitation, & Future Research

This study examined the influence of Financial Literacy, Materialism, and Lifestyle on Financial
Behaviour among Generation Z in Indonesia. The findings revealed that Financial Literacy and
Lifestyle significantly and positively affect Financial Behaviour, while Materialism showed an
insignificant and negative relationship. Specifically, higher financial literacy enables Generation
Z to make more informed, rational, and responsible financial decisions [40], [59]. Similarly, a
balanced and disciplined lifestyle fosters better money management, budgeting, and saving habits
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[48]. Conversely, Materialism did not demonstrate a meaningful influence, suggesting that Indo-
nesian Gen Z tends to adopt pragmatic financial attitudes despite being exposed to consumer
culture. These results highlight that Generation Z’s financial behaviour is primarily shaped by
cognitive (financial literacy) and behavioral (lifestyle) factors rather than materialistic values. In
a digital economy characterized by easy financial access and social media influence, financial
education and lifestyle awareness play crucial roles in promoting sustainable financial practices.
Strengthening literacy-based programs, both formal and informal, may enhance Gen Z’s ability
to make sound financial decisions and reduce risks associated with impulsive or “doom spend-
ing” tendencies.

However, this study has several limitations. The sample was limited to Generation Z respondents
in Indonesia, which may restrict generalizability to other demographic groups or cultural con-
texts. Additionally, the use of self-reported data might introduce response bias. Future research
should expand the sample scope across different generations or countries, explore mediating var-
iables such as financial self-control or digital financial literacy, and incorporate qualitative meth-
ods to capture deeper behavioral insights. By integrating financial education with lifestyle man-
agement, future studies can further enhance understanding of how young individuals develop
financially sustainable behaviors in an increasingly digitalized and consumption-driven society.
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