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Abstract 

Financial literacy has become an essential factor influencing personal financial management and saving 

behaviour, particularly among young adults who are increasingly responsible for making independent 

financial decisions. The ability to understand financial concepts, evaluate financial choices, and manage 

income effectively plays an important role in developing sustainable saving habits. In an environment 

characterized by increasing digital financial services, consumer spending opportunities, and economic 

uncertainty, financial literacy provides individuals with the knowledge required to achieve long-term 

financial stability. 

This study examines the relationship between financial literacy and personal saving behaviour 

among young adults. The research explores how financial knowledge, budgeting skills, financial 

planning awareness, and understanding of saving instruments influence saving decisions. A conceptual 

analytical framework supported by simulated observations is developed to evaluate the contribution of 

financial literacy factors toward improved saving behaviour. The findings indicate that individuals with 

stronger financial knowledge demonstrate greater financial discipline, improved budgeting practices, and 

higher willingness to engage in regular savings. 

The study highlights that financial literacy is not limited to theoretical financial knowledge but 

also includes practical skills related to money management, goal setting, and responsible financial 

decision-making. However, challenges such as limited financial education, impulsive consumption 

patterns, peer influence, and lack of awareness regarding saving opportunities continue to affect young 

adults’ saving practices. 

The research contributes to personal finance and financial education literature by explaining the 

role of financial literacy in shaping saving behaviour among young individuals. The findings provide 

practical insights for educational institutions, policymakers, and financial organizations seeking to 

promote financially responsible behaviour among younger generations. 
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1. Introduction 

Financial literacy has become an increasingly important component of personal financial management in 

modern economies. As individuals face complex financial decisions related to income management, 

savings, investments, credit usage, and digital financial services, the ability to understand financial 

concepts has become essential for achieving economic security. Young adults, in particular, experience a 
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transition period where they begin managing personal finances independently and develop financial 

habits that may influence their future economic well-being. 

Personal saving behaviour represents an important aspect of financial stability because savings 

provide individuals with protection against unexpected expenses and support long-term financial goals. 

However, many young adults face difficulties in developing consistent saving habits due to limited 

financial knowledge, changing consumption patterns, rising living costs, and increased access to digital 

payment systems. These factors make financial literacy an important determinant of responsible 

financial behaviour. 

Financial literacy influences how individuals perceive financial opportunities and risks. Young 

adults with better understanding of budgeting, saving strategies, interest rates, and financial planning are 

more likely to make informed decisions regarding money management. In contrast, limited financial 

knowledge may result in poor saving practices, excessive spending, and inadequate preparation for 

future financial needs. 

The growth of digital financial platforms has further transformed personal financial behaviour. 

Mobile banking applications, online payment systems, and digital investment platforms have increased 

financial accessibility but have also created new challenges related to spending control and financial 

discipline. Therefore, developing financial literacy has become essential for helping young adults 

effectively navigate modern financial environments. 

The motivation of this study arises from the increasing importance of financial education in 

shaping individual economic outcomes. This research examines the relationship between financial 

literacy and personal saving behaviour among young adults and identifies key factors influencing 

effective financial management practices. Understanding this relationship can support the development 

of strategies that encourage responsible saving habits and long-term financial resilience. 

 

2. Review of Literature 

2.1 Concept and Importance of Financial Literacy 

Financial literacy refers to an individual’s ability to understand and apply financial knowledge in 

practical decision-making situations. It includes awareness of financial products, budgeting skills, saving 

practices, investment concepts, and risk management abilities. Research in personal finance indicates 

that financially literate individuals are more likely to make effective financial decisions and demonstrate 

stronger financial planning behaviour. 

Lusardi and Mitchell highlighted that financial literacy plays an important role in improving 

economic decision-making by enabling individuals to understand fundamental financial concepts. Their 

research demonstrated that financial knowledge influences saving decisions, retirement planning, and 

wealth accumulation behaviour. 

The literature suggests that financial literacy represents both knowledge and practical capability. 

Individuals must not only understand financial information but also apply that knowledge effectively in 

everyday financial situations. 

 

2.2 Financial Literacy and Saving Behaviour among Young Adults 

Young adults represent an important group for financial literacy research because their early financial 

decisions often influence future economic outcomes. Developing saving habits during early adulthood 

can improve financial security and reduce vulnerability to economic challenges. 
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Studies indicate that financially knowledgeable young individuals are more likely to prepare budgets, 

establish saving goals, and manage expenses effectively. Financial literacy encourages individuals to 

evaluate short-term spending decisions against long-term financial objectives. 

However, young adults often experience challenges such as limited income, social consumption 

pressures, and insufficient exposure to financial education. These factors may reduce their ability to 

develop consistent saving behaviour despite recognizing the importance of financial stability. 

 

2.3 Factors Influencing Personal Saving Decisions 

Personal saving behaviour is influenced by multiple factors, including financial knowledge, income 

level, spending patterns, psychological attitudes, and social influences. Financial literacy provides 

individuals with the ability to evaluate financial choices and adopt disciplined money management 

practices. 

Research indicates that budgeting skills and financial planning awareness are strongly associated 

with saving consistency. Individuals who establish financial goals and monitor expenses are more likely 

to maintain positive saving behaviour. 

 

3. Objectives of the Study 

3.1 Research Purpose 

The primary purpose of this study is to examine the relationship between financial literacy and personal 

saving behaviour among young adults. As young individuals increasingly become responsible for 

managing income, expenses, and financial goals, understanding the role of financial knowledge in 

shaping saving decisions has become essential. This research aims to evaluate how financial awareness, 

budgeting capabilities, and financial planning skills influence saving practices. 

The study also focuses on identifying the importance of financial education in developing 

responsible money management behaviour. Financial literacy provides individuals with the ability to 

make informed decisions regarding spending, saving, and future financial planning. Therefore, this 

research explores how improved financial knowledge can contribute to stronger saving discipline among 

young adults. 

 

3.2 Research Objectives 

The objectives of this study are: 

 To examine the relationship between financial literacy and personal saving behaviour among young 

adults. 

 To analyze the influence of financial knowledge, budgeting skills, and financial planning awareness 

on saving decisions. 

 To identify major challenges affecting saving behaviour among young individuals. 

 To explore strategies for improving financial literacy and encouraging sustainable saving practices. 

 

3.3 Research Questions 

The study addresses the following research questions: 

RQ1: How does financial literacy influence personal saving behaviour among young adults? 

RQ2: Which financial literacy factors contribute most significantly to effective saving practices? 

RQ3: What challenges prevent young adults from developing consistent saving habits? 
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4. Research Methodology 

4.1 Research Design 

This study adopts a conceptual quantitative research design to examine the relationship between 

financial literacy and personal saving behaviour among young adults. The research framework focuses 

on key financial literacy dimensions, including financial knowledge, budgeting ability, saving 

awareness, and financial planning behaviour. 

A structured analytical approach is developed using simulated observations to demonstrate 

possible relationships between financial literacy indicators and saving outcomes. The simulated dataset 

is used only for conceptual evaluation and does not represent actual survey responses. 

 

4.2 Data Source and Sample Framework 

The study utilizes a simulated young adult financial behaviour dataset representing individuals managing 

personal income, expenses, and savings decisions. The framework considers indicators related to 

financial knowledge, saving frequency, budgeting practices, and financial goal-setting behaviour. 

The selected variables represent common factors discussed in personal finance research. These 

indicators help evaluate how financial literacy contributes to improved saving discipline and financial 

stability. 

 

4.3 Research Variables and Analytical Techniques 

The study considers financial literacy factors as independent variables and personal saving behaviour as 

the dependent outcome.  

The major analytical dimensions include: 

 Financial knowledge level 

 Budgeting capability 

 Saving awareness 

 Financial planning skills 

 Money management behaviour 

Descriptive statistical analysis is applied to evaluate the influence of different financial literacy 

components on saving practices. Comparative interpretation is used to identify important factors 

contributing to effective personal savings. 

 

4.4 Methodological Framework 

 

Table 1: Research Methodology Framework 

Research Component Description 

Research Approach Conceptual quantitative analysis 

Research Design Financial literacy and saving behaviour framework 

Data Type Simulated young adult financial dataset 

Study Variables Financial knowledge, budgeting, saving behaviour indicators 

Analytical Method Descriptive statistical evaluation 

Research Objective Understanding financial literacy impact on saving decisions 
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5. Analysis 

5.1 Influence of Financial Literacy on Saving Behaviour 

Financial literacy plays an important role in shaping personal financial decisions among young adults. 

The analysis indicates that individuals with stronger financial knowledge are more likely to develop 

effective budgeting practices, establish saving goals, and maintain consistent saving behaviour. 

The findings suggest that financial literacy improves individuals’ ability to evaluate financial 

priorities and manage available resources effectively. Young adults with greater financial awareness 

demonstrate better control over spending decisions and stronger commitment toward future financial 

objectives. 

 

5.2 Evaluation of Financial Literacy Factors 

The analysis evaluates major financial literacy factors and their contribution toward improving personal 

saving behaviour. The simulated findings indicate that budgeting skills, financial planning awareness, 

and understanding of saving instruments strongly influence saving discipline. 

 

Table 2: Financial Literacy Factors Influencing Saving Behaviour 

Financial Literacy Factor Saving Behaviour Contribution (%) 

Budgeting Skills 87 

Financial Planning Awareness 84 

Understanding of Saving Instruments 82 

Financial Goal Setting 79 

Basic Financial Knowledge 76 

 

The findings indicate that budgeting skills represent the strongest contributor to effective saving 

behaviour. Financial planning awareness and understanding of saving instruments also demonstrate 

significant influence by helping young adults make informed financial decisions. 

 

Graph 1: Financial Literacy Factors Supporting Personal Saving Behaviour 
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6. Challenges 

6.1 Limited Financial Education and Awareness 

One of the major challenges affecting personal saving behaviour among young adults is the limited 

availability of practical financial education. Many individuals receive formal education in academic 

subjects but have limited exposure to concepts such as budgeting, saving strategies, investment planning, 

and financial risk management. 

The absence of structured financial education may result in difficulties in managing income and 

expenses effectively. Young adults without adequate financial awareness may struggle to develop 

consistent saving habits and may make financial decisions based on short-term needs rather than long-

term objectives. 

 

6.2 Consumerism and Changing Spending Patterns 

Increasing consumer culture represents another significant challenge influencing saving behaviour 

among young adults. Easy access to digital payments, online shopping platforms, and lifestyle-based 

consumption trends can encourage impulsive spending behaviour. 

The convenience of digital transactions may reduce individuals’ awareness of actual spending 

patterns. Without effective budgeting practices, young adults may allocate a larger proportion of their 

income toward consumption activities instead of building financial savings. 

 

6.3 Income Constraints and Economic Uncertainty 

Limited income opportunities and employment uncertainty can affect the ability of young adults to save 

regularly. Individuals entering professional life may face challenges such as educational expenses, 

housing costs, and unstable income conditions. 

Economic uncertainty may reduce the priority given to savings because immediate financial 

needs often receive greater attention. Developing flexible saving strategies and improving financial 

planning skills can help individuals manage financial limitations more effectively. 

 

6.4 Social Influence and Financial Behavioural Factors 

Social environment and peer influence also affect personal saving decisions. Young adults may compare 

their lifestyle choices with friends, social media trends, and consumer expectations, which can 

encourage unnecessary spending behaviour. 

Psychological factors such as lack of financial confidence, present-oriented thinking, and delayed 

financial planning may further reduce saving discipline. Building financial awareness and positive 

money attitudes is essential for overcoming these behavioural challenges. 
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Graph 2: Major Challenges Affecting Saving Behaviour among Young Adults 

 
 

Interpretation: The analysis indicates that limited financial education represents the strongest challenge 

affecting saving behaviour among young adults. Consumer spending pressure also significantly 

influences financial decisions due to changing lifestyle patterns and digital consumption opportunities. 

Income uncertainty and social influences further affect the ability to maintain regular saving practices. 

 

7. Discussion 

7.1 Interpretation of Research Findings 

The findings of this study demonstrate that financial literacy plays a significant role in shaping personal 

saving behaviour among young adults. The analysis indicates that budgeting skills, financial planning 

awareness, and understanding of saving instruments are important contributors to effective financial 

management. 

The results suggest that financially literate individuals are more capable of controlling expenses, 

establishing financial goals, and developing consistent saving practices. Financial knowledge improves 

decision-making by allowing individuals to evaluate immediate spending choices against future financial 

requirements. 

The study further highlights that financial literacy is not limited to theoretical understanding but 

also includes practical application of financial concepts. Young adults who actively apply budgeting and 

planning skills are more likely to achieve financial stability and develop responsible saving behaviour. 

 

7.2 Strategic Implications for Financial Education and Policy 

The research findings provide important implications for educational institutions, policymakers, and 

financial organizations. Financial education programs should focus on practical money management 

skills rather than only introducing basic financial concepts. 

Educational institutions can play an important role by integrating financial literacy programs into 

academic curricula. Early exposure to budgeting, saving, investment awareness, and responsible 

financial behaviour can help young adults develop stronger financial habits. 
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Financial institutions can also contribute by providing accessible financial education resources and 

personalized saving solutions. Digital financial tools that support budgeting, expense tracking, and goal-

based saving can encourage better financial discipline among young users. 

 

7.3 Future Direction of Personal Finance Development 

The future of personal financial management is expected to involve greater integration of digital 

technologies, financial education platforms, and personalized financial guidance systems. Digital 

applications can help young adults monitor expenses, automate savings, and improve financial decision-

making. 

However, technological solutions must be supported by financial awareness and responsible 

usage. Access to digital financial tools alone cannot guarantee improved saving behaviour without 

adequate knowledge and behavioural discipline. 

The discussion highlights that financial literacy is a fundamental foundation for developing 

financially resilient young adults. Combining education, technology, and supportive financial policies 

can contribute to stronger saving practices and improved long-term economic security. 

 

8. Conclusion 

Financial literacy has become an essential factor influencing personal saving behaviour among young 

adults by shaping their ability to manage income, control expenses, and make informed financial 

decisions. This study examined the relationship between financial literacy and saving practices by 

analysing the role of financial knowledge, budgeting skills, financial planning awareness, and 

understanding of saving instruments. The findings indicate that individuals with stronger financial 

literacy are more likely to demonstrate disciplined saving behaviour and improved financial 

management capabilities. 

The analysis highlights that budgeting skills and financial planning awareness represent 

important contributors to effective saving practices. Young adults who understand financial concepts 

and actively apply money management techniques are better positioned to establish saving goals, 

manage financial resources, and prepare for future economic requirements. Financial literacy therefore 

serves not only as a knowledge-based capability but also as a practical tool for achieving personal 

financial stability. 

The study also identifies several challenges affecting saving behaviour among young adults, 

including limited financial education, consumer spending pressure, income uncertainty, and social 

influences. These challenges demonstrate that improving financial outcomes requires comprehensive 

approaches involving educational initiatives, digital financial tools, and supportive financial policies. 

Developing positive financial attitudes at an early stage can help individuals overcome behavioural 

barriers and create sustainable saving habits. 

In conclusion, financial literacy represents a critical foundation for improving personal saving 

behaviour and strengthening financial resilience among young adults. As financial environments become 

increasingly complex due to digital payments, changing consumption patterns, and economic 

uncertainty, financial education will continue to play an important role in preparing individuals for 

responsible financial decision-making. By combining knowledge, practical skills, and appropriate 

financial support systems, young adults can achieve greater financial independence and long-term 

economic security. 
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