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ABSTRACT
This dissertation includes three studies. The common theme that emerged from these

studies is that personal traits such as personality traits and materialism were one of the factors
constantly associated with one’s financial behaviors and well-being. The first study presented,
tested, and examined the proposed personality traits and financial well-being framework. The
dataset used comes from the Understanding America Study. The research findings demonstrated
significant associations between personality traits, financial behaviors, and financial well-being.
The results showed that personality traits were indirectly associated with financial well-being via
positive financial behaviors. Financial knowledge and self-efficacy were found to be positively
associated with financial behaviors and well-being. The second study examined the proposed
personality traits and financial well-being framework using a panel dataset. The dataset comes
from the Understanding America Study. A latent growth curves (LGCs) analysis was used to
examine and test the proposed framework. The findings indicated that individuals with greater
financial knowledge started with higher levels of financial well-being. Financial self-efficacy
was found to be positively associated with the initial level and slope of financial well-being. The

findings showed that most personality traits were either directly or indirectly associated with



financial well-being. The third study proposed and tested a materialism and financial well-being
framework using the 2016 National Financial Well-Being Survey. Materialism was found to be
negatively associated with financial well-being, while financial socialization and financial
capability were positively associated with financial well-being. The research findings highlighted
the mediating role of financial behaviors in the connection between materialism, financial
socialization, perceived financial capability, and financial well-being. This research contributes
to the literature by proposing three conceptual frameworks that can be used in future research.
Policymakers and practitioners can use the findings of this research to develop tailored

interventions to better help consumers.

INDEX WORDS: Big Five Personality Traits, Financial Knowledge, Financial Self-efficacy,
Materialism, Financial Socialization, Financial Capability, Financial Behaviors, Financial Well-

being.
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CHAPTER 1
Introduction
Statement of the Problem

The Consumer Financial Protection Bureau (CFPB) defines financial well-being as
individuals who can meet their financial obligations and secure their financial future while
enjoying their personal lifestyle choices (CFPB, 2015). Using this definition, this study proposes
several frameworks to examine various factors associated with financial well-being. According
to CFPB’s report (2015), financial knowledge, financial behaviors, and personal traits are key
factors that influence individual financial well-being. Despite the efforts of the CFPB on
financial well-being, there is a lack of studies that examine how personal traits like personality
traits are associated with financial well-being. Although personality traits have been found to be
associated with subjective well-being in literature, limited studies explored the relationship
between personality traits and financial well-being. This research aims to add to the literature by
incorporating personality traits into the financial well-being framework. Although previous
research has raised the issue of the suppression effect of the big five personality traits, Lai et al.
(2025) suggested that it is good practice to include all theoretically meaningful variables,
including suppressor variables, into the model to provide a fuller picture of the relationship.
Therefore, this work will include all variables from the Big Five personality traits in the model.

An individual's financial well-being stands as a crucial component of their complete
welfare (Utkarsh et al., 2020). The CFPB stated that financial literacy education needs to center

on achieving financial well-being (Utkarsh et al.). The CFPB plays a vital role in safeguarding



consumers against unfair or deceptive practices in financial markets to improve their financial
well-being (Bastani et al., 2019). As shown by Kandpal (2020), the CFPB's financial well-being
mission demands compliance with financial literacy requirements together with sustainable
development goals. The CFPB's definition emphasizes the role of financial behaviors, financial
knowledge, and personal traits in shaping financial well-being (Rajna, 2018). It is evident that a
framework is needed to examine factors associated with financial well-being.

Purpose of the Dissertation

This dissertation conducted three studies that proposed three financial well-being
frameworks in different contexts. The first essay established a framework connecting personality
traits and financial well-being. This study used structural equation modeling with longitudinal
data to examine the association between personality traits in 2018 and financial well-being in
2021. This research employed longitudinal data to enhance its understanding of how variables
influence each other in specific directions. This research benefits from insights that cross-
sectional datasets cannot supply. The study results showed that personality characteristics were
directly connected to financial well-being and were indirectly associated with financial well-
being through financial behaviors.

The second study examined the framework suggested in the first paper by applying it to a
panel dataset, using the latent growth curves model to track financial well-being progress over
several time intervals. The research utilized latent growth curve modeling to simulate trajectories
of unobserved latent growth. The study benefits from using a panel dataset to gain advantages
unavailable to cross-sectional research. Research results demonstrated a connection between

personal characteristics and financial well-being.



The third essay developed a framework to examine both personal traits, such as
materialistic value, and environmental factors, including financial socialization, while
investigating their connection to financial well-being. The 2015 CFPB report links materialistic
values and financial socialization with financial well-being. Structure equation modeling served
as the method to evaluate the proposed framework in this study. The results demonstrated
associations among materialism, financial socialization, and financial well-being.

This research aims to fill some gaps in existing literature. Two studies conducted by this
research investigate the links between personal traits and financial well-being to enhance existing
literature. The first study established an integrated framework between personality traits and
financial well-being. Practitioners can use this framework to deliver improved client support
through customized assistance that considers personality traits. The second study adapted the
framework from the first study and applied it to the panel dataset. It provides a framework to
study the trajectory of financial well-being over time. The third study established a framework
between materialism and financial well-being. This framework provides implications that people
should focus on sustainable financial behaviors rather than short-term compulsive buying. All
three frameworks lend themselves to future research on financial well-being to help understand
how personal characteristics, such as personality traits and materialistic attitudes, connect with
financial well-being.

Description of Studies
Essay One

Essay one established an integrated personality traits and financial well-being framework

(Figure 1.1). The structural equation modeling will be used to examine the direct and indirect

pathways in the framework. This study will examine whether personality is directly or indirectly



related to financial well-being. Moreover, this study will test whether personality is indirectly

related to life satisfaction.

Big Five Personality Traits

[/ Agreeableness \J
N~ i
TN
| Conscientious )
S 7
I< Extraversion >

—_— k.
I/ Neuroticism \\
\‘.___7_ o _,__a--/ Short-Term k.
i/—f"';; __""H\J Financial Behavior o .

enness inancia . q :
\\\_57___7;_ / | Well being » Life Satisfaction
Long-Term
Financial Behavior
Financial Knowledge
3

Financial Self-efficacy

2018 2020 2021 2022

Figure 1.1 Conceptual Framework 1

Essay Two

Essay Two adapted the framework from Essay One and applied it to panel datasets
(Figure 1.2). The latent growth curves will be used to examine the direct and indirect pathways
in the framework. This study will examine whether personality traits are associated with initial
levels of financial well-being as well as the slope of or change in financial well-being. Moreover,
this research will test whether financial knowledge and financial self-efficacy are related to both

the initial level and the slope of financial well-being.
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Figure 1.2 Conceptual Framework 2

Essay Three

Essay three established a framework between materialism and financial well-being
(Figure 1.3). The structural equation modeling method will be used to test the direct and indirect
pathways in the framework. This study will examine whether materialism, financial
socialization, and financial capability are directly or indirectly related to financial well-being.
Moreover, this research will test whether financial socialization is associated with materialism

and financial capability.
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Summary

Financial well-being is a vital part of one’s overall well-being. This dissertation delved

into different factors that are associated with financial well-being. By providing new

frameworks, researchers and financial practitioners can use these frameworks as guidance to

understand what factors are associated with financial well-being. Although previous studies often

examined these factors individually, there is a lack of research that combines all these factors and

establishes an integrated framework. This study proposed three frameworks that financial

professionals can use as tools to better understand what contributes to a client’s financial well-

being.




Definitions
There are several concepts that are important to this dissertation, including financial well-
being, financial behavior, personality traits, materialism, and financial capability. The following
concepts and definitions are defined below:
Financial well-being: The ability to fulfill financial responsibilities and protect their
financial future while enjoying their personal lifestyle choices (CFPB, 2015).
Financial behavior: Financial behavior is defined as any human behavior relevant to
money management performed by consumers (Xiao & Kumar, 2023).
Agreeableness: The degree of cooperativeness displayed by an individual (McCrae &
Costa, 1999).
Conscientiousness: The degree of organization and discipline shown by an individual
(McCrae & Costa, 1999).
Extraversion: An individual maintaining a strong connection with the external world,
displaying enthusiasm, and expressing positive emotions (McCrae & Costa, 1999).
Neuroticism: An individual's tendency to experience negative feelings and emotionally
react to them (McCrae & Costa, 1999).
Openness: The extent to which an individual is open-minded and willing to engage in
new experiences (McCrae & Costa, 1999).
Materialism: the importance a consumer attaches to worldly possessions (Belk, 1984).
Financial Capability: The ability to translate financial knowledge and decent financial

behaviors into achieving financial wellness (Xiao & O’Neill, 2016).



Limitations

There are some limitations related to this research. First, the data used was a secondary
dataset, thus some variables cannot be specifically designed for use in this study. Second, the
third study used a cross-sectional dataset. This work did not draw any causal conclusions. Third,
none of these studies examined the suppression effect of the Big Five personality traits. This is
important to note because some previous research has indicated that the suppression effects of
Big Five personality traits could endanger the association of certain personality traits (Lai et al.,
2025). Lai et al. (2025) demonstrated the suppression effect of openness and suggested that it is
important to include all theoretically meaningful variables. Thus, this study will include all
variables from the Big Five into the model. In the future, research can focus on examining the
suppression effect in the context of financial well-being.
Organization of Dissertation

The remainder of this dissertation is organized as follows: Chapter 2 includes an
introduction, literature review, methodology, results, discussion, and conclusion of essay one.
Chapter 3 contains an introduction, literature review, methodology, results, discussion, and
conclusion of essay two. Chapter 4 contains an introduction, literature review, methodology,
results, discussion, and conclusion of essay three. Finally, Chapter 5 discusses the results and
implications for research and practice. An appendix that shows the measurements for each of the

main variables is included at the end of the dissertation.



Chapter 2
A Framework for Personality Traits and Financial Well-being
Introduction

The Consumer Financial Protection Bureau's definition of financial well-being describes
it as when individuals fulfill financial responsibilities and protect their financial future while
enjoying their personal lifestyle choices (CFPB, 2015). The definition serves as a structure for
understanding elements related to financial well-being. Research has shown that financial well-
being is based on financial knowledge, along with individual financial behaviors and personal
traits (CFPB, 2015). Lusardi and Mitchell (2011) showed that individuals possessing high
financial knowledge tend to exhibit behaviors such as saving money and preparing for
retirement. For example, people who possess greater financial knowledge tend to make superior
investment choices and retirement plans (Huston, 2010). Financial knowledge has been shown to
be associated with financial behaviors and well-being (Prameswar et al., 2023).

Although thousands of studies related to the definition and testing of personality traits
have been published in the psychology literature, the financial planning, personal and consumer
finance, and household finance literature have tended to underreport the role of personality in
describing financial well-being. The existing research shows that conscientiousness, among
various traits, predicts responsible financial behavior and successful long-term planning (Wilson
et al., 2015). One example is that individuals who achieve high scores in conscientiousness
demonstrated an organized approach to handling their money (Song et al., 2023). Other

personality traits are also important. Singh (2022) found a connection between openness to



experience and emotional stability with responsible financial conduct. People who exhibit higher
levels of openness are willing to take more financial risk (Akhtar & Das, 2020). Personal
tendencies towards impulsive behavior can result in suboptimal financial decisions even when
individuals have adequate financial understanding (Berry et al., 2014). Chhatwani (2022) found
that individuals with conscientiousness traits and strong financial understanding show more
effective financial behaviors. From the existing literature, it is evident that personality traits and
financial knowledge are connected to financial behaviors and financial well-being, but more
must be understood. This study aims to shed light on how specific personality traits are
associated with more positive financial behavior and higher scores on financial well-being.
While prior research has explored connections between personality traits and subjective
well-being, the existing literature lacks investigation into personality traits' role in describing
financial well-being. This study introduces an integrated framework of personality traits and
financial well-being to address existing gaps in the literature. This research can help
policymakers establish practical interventions and educational programs to improve financial
well-being at the individual, household, community, and national levels by detailing how
personality traits are associated with financial outcomes. While policymakers can shape financial
education programs specifically designed to match different personality dimensions, financial
service practitioners can also use this research to develop better ways to deliver customized
support through an understanding that financial behavioral change is tied to various personality

traits.
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Literature Review
Big Five Personality Traits

Personality traits, which this dissertation referred to as the Big Five personality traits
(McCrae & Costa, 1999), include agreeableness, conscientiousness, extraversion, neuroticism,
and openness. Agreeableness refers to the degree of cooperativeness displayed by an individual
(McCrae & Costa, 1999). With this definition of agreeableness, it is no surprise that people with
high agreeableness usually rely on financial analysts' guidance when they make financial choices
(Pak & Mahmood, 2015). Heo et al. (2018) found that an agreeable personality was associated
with a higher possibility of changing their financial behavior.

Conscientiousness refers to the degree of organization and discipline an individual shows
(McCrae & Costa, 1999). Some researchers discovered an inverse correlation between
conscientiousness and financial distress (Xu et al., 2015). This implies that individuals
characterized by conscientiousness not only maintain a positive attitude but also possess

sufficient knowledge in managing financial aspects (Peprah-Yeboah et al., 2018; Fenton-

O'Creevy & Furnham, 2020). Fachrudin et al. (2022) found that conscientiousness was
associated with favorable debt behaviors and better financial well-being. Extraversion is
characterized by individuals maintaining a strong connection with the external world, displaying
enthusiasm, and expressing positive emotions (McCrae & Costa, 1999). The literature suggested
that extroverted individuals take more risks for higher returns (Singh et al., 2023). However,
extraversion was positively associated with financial behavior, wherein individuals were more
willing to take risks when making investment decisions (Sarwar et al., 2020).

Neuroticism reflects an individual's tendency to experience negative feelings and

emotionally react to them (McCrae & Costa, 1999). Research indicated that individuals who
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have lower neuroticism are innovative, acquire knowledge from various sources, and exhibit
positive attitudes towards events (Bandura, 2009). Furthermore, empirical evidence suggests that
low neurotic individuals possess analytical ability, a conceptual understanding of financial
matters, and higher cognitive skills (Young et al., 2012).

Finally, openness refers to the extent to which an individual is open-minded and willing
to engage in new experiences (McCrae & Costa, 1999). Gokhan and Mutlu (2019) found that
people who score high on openness were more likely to participate in long-term investments,
resulting in better financial well-being. Earlier research findings showed a connection between
openness to experience and engaging in risk-taking behaviors (Matha et al., 2022). Those
findings suggested the need to establish a framework for personality traits, financial behaviors,
and well-being. This study aims to fill this gap in the literature. Despite the suppressor effect of
Big Five personality traits, Lai et al. (2025) recommended including all theoretically meaningful
variables, including suppressor variables, in the model. Therefore, all variables of Big Five
personality traits were included in the model.

Financial Knowledge

Lusardi (2008) defined financial knowledge as basic financial concepts, such as the
working of interest compounding. The association between objective financial knowledge and
positive financial behavior has been established by earlier studies (Arofah et al., 2018). For
example, investors with more excellent objective financial knowledge showed improved
decision-making, resulting in decreased stock price volatility (Yin & Yang, 2022). Eko and
colleagues (2022) found that people with higher objective financial knowledge were associated
with higher long-term investment participation. Hamid and Loke (2020) revealed that people

with higher objective financial knowledge were likelier to pay off their credit card balance. Wata

12



et al. (2021) found that individuals with high objective financial knowledge were more likely to
make informed decisions instead of emotional ones. This finding indicates the significant
relationship between financial knowledge and responsible financial behaviors. This is also true
for retirees. Retirees with higher objective financial knowledge are more likely to actively plan
their finances, resulting in improved financial well-being (Adam et al., 2017). Prameswar et al.
(2023) found that objective financial knowledge was also associated with positive financial
behaviors and, in turn, led to higher financial well-being. Collectively, these studies support the
relationship between financial knowledge, financial behaviors, and financial well-being.
Financial Self-efficacy

Bandura (1977) defined self-efficacy as a person’s belief in their ability to succeed at
specific tasks. The literature has different measurements for financial self-efficacy. For example,
Chan et al. (2017) treated self-efficacy and subjective knowledge as different variables. Atlas et
al. (2019) used subjective knowledge as a measurement of self-efficacy. Moreover, research has
demonstrated that higher levels of financial self-efficacy are positively associated with better
financial management behaviors (Rothwell & Wu, 2017). Farrell et al. (2016) indicated that
financial self-efficacy was positively associated with behaviors like saving, while Julianti (2021)
found that financial self-efficacy was positively associated with saving behavior among high
school students. Furthermore, April (2024) showed that financial self-efficacy was associated
with financial socialization, and Young et al. (2024) found that financial self-efficacy acts as a
mediator between financial socialization and financial well-being. Collectively, these findings
point out the relationship between financial self-efficacy, financial behaviors, and financial well-
being. This study will contribute to the literature by examining these factors in a broader

framework.
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Financial Behaviors

Financial behavior is defined as any human behavior relevant to money management
performed by consumers (Xiao & Kumar, 2023). Financial behaviors are influenced by various
factors such as financial knowledge, financial self-efficacy, and other personal factors. For
example, research by Munawar (2023) showed that financial knowledge was positively
associated with financial behaviors such as saving practices. Similarly, Van Raaij (2014) also
found that financial knowledge was positively associated with financial behaviors such as
budgeting and saving, resulting in improved financial well-being. Moreover, Farrell et al. (2016)
showed that financial self-efficacy was positively associated with financial behaviors like saving
and investing. They found that people with higher financial self-efficacy are more likely to save
and invest. Similarly, research indicated that financial self-efficacy was positively associated
with better financial management behaviors, such as creating budgets (Rothwell & Wu, 2017).
Other research demonstrated that personality traits are linked with financial behavior. Consider
Heo and colleagues’ (2018) study, which found that an agreeable personality was positively
associated with financial behavior, such as saving and budgeting. Additionally, Fachrudin et al.
(2022) found that conscientiousness was associated with favorable debt behaviors. These
findings indicate that an integrated framework to examine all those factors is needed. This study
aims to establish a framework to connect all those factors.
Financial Well-being

Financial well-being has been linked to several factors in the literature. CFPB's definition
of financial well-being involves fulfilling present financial obligations and ensuring future
security through choices that boost life satisfaction (CFPB, 2015). Adam et al. (2017) found that

people with higher financial knowledge were associated with higher financial well-being.
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Similarly, Antwi et al. (2024) showed that financial knowledge was positively associated with
financial well-being. Moreover, research has shown that financial self-efficacy was positively
associated with financial well-being (Choung et al., 2023). For example, Young et al. (2024)
found that people with higher financial self-efficacy showed higher levels of financial well-
being. Furthermore, they discovered that financial self-efficacy mediates the relationship
between financial socialization and financial well-being.

Other research demonstrated that financial knowledge was associated with positive
financial behaviors, resulting in higher financial well-being (Bangun & Kurniyati, 2022), while
Lone and Bhat (2022) found positive financial behaviors were positively associated with higher
levels of financial well-being. Additionally, Gokhan and Mutlu (2019) found that openness was
positively associated with long-term investment behaviors, resulting in better financial well-
being. Fachrudin et al. (2022) found that people who score high on conscientiousness were
associated with favorable debt behaviors and higher levels of financial well-being. Those
findings together indicated that an integrated framework is needed to connect all those factors.
This study aims to contribute to the literature by establishing an integrated framework.

Life Satisfaction

Veenhoven (1991) defines life satisfaction as the degree to which an individual judges the
overall quality of one’s life favorably. Personality traits have been found to be associated with
life satisfaction. For example, Xu et al. (2017) found that extraversion was positively associated
with life satisfaction, while neuroticism was negatively associated with life satisfaction.
Similarly, research found that extraversion and consciousness were positively correlated with life
satisfaction (Filipiak & Tychmanowicz, 2022). Moreover, Lounsbury et al. (2005) found that

extraversion and consciousness were positively associated with life satisfaction. Collectively,
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these findings indicate that a framework is needed to explore the relationship between
personality traits and life satisfaction.
Theoretical Framework

The theoretical framework for this study was largely driven by the CFPB’s framework of
financial well-being (2015). The CFPB highlighted personal characteristics, financial knowledge,
and financial behaviors as key factors associated with financial well-being. Rajna (2018) adopted
CFPB’s framework and showed that personal characteristics, financial knowledge, and financial
behaviors were associated with financial well-being. This study adopted the CFPB framework
and added personal characteristics using the big five factor inventory to the framework, as
suggested by Albert Bandura’s Social Cognitive Theory (SCT) (Bandura, 1999). SCT (1999)
states that personal characteristics merge with environmental factors and behavior patterns to
produce specific outcomes. SCT was added to support the link between personality traits and
financial behaviors.

According to the SCT (1999), personal characteristics merge with environmental factors
and behavior patterns to produce specific outcomes. The SCT emphasizes the interaction
between people, their behavior, and their environments in shaping behaviors (Bandura, 1999).
Heo et al. (2018) found that agreeable personality was positively associated with financial
behavior. They found that agreeable people are more willing to change their behavior. Donnelly
et al. (2012) found that conscientiousness was associated with positive financial behaviors. They
found that conscientious people are more active in managing their money. Those findings
indicate that personality traits are associated with financial behaviors.

McCrae and Costa (1991) proposed that instrumental theories establish an indirect

connection between personality and subjective well-being (SWB) through the choice of
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situations or the experience of life events, consequently associated with the levels of positive
affection they experience. Extraverts, for example, may choose and engage in more social and
financially interactive activities (Kritzler et al., 2020). Conscientious people might develop
effective coping mechanisms to deal with stress and challenges (Hampton, 2012). Through the
premise of instrumental theories (1991) and Albert Bandura's Social Cognitive Theory (1999),
financial well-being can be seen as a result of cumulative financial behaviors influenced by
personality traits.

Based on those theoretical foundations, this study proposes an integrated framework
(Figure 2-1) to explain the relationships among personality traits (i.e., measured in 2018),
financial knowledge (i.e., measured in 2018), financial behaviors (i.e., measured in 2020),
financial well-being (i.e., measured in 2021), and life satisfaction (i.e., measured in 2022).
Hence, this study has the following hypotheses:

Hla: Personality traits are significantly associated with positive financial behaviors.

H1b: Personality traits are significantly associated with financial well-being.

H2a: Financial knowledge is positively associated with financial behaviors.

H2b: Financial knowledge is positively associated with financial well-being.

H3a: Financial self-efficacy is positively associated with financial behaviors.

H3b: Financial self-efficacy is positively associated with financial well-being.

H4: Financial behaviors are positively associated with financial well-being.

HS5: Financial well-being is positively associated with overall life satisfaction.

H6: Personality traits are indirectly associated with financial well-being through their

financial behaviors.
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H7a: Financial knowledge is indirectly associated with financial well-being through its
financial behaviors.

H7b: Financial self-efficacy is indirectly associated with financial well-being through its
financial behaviors.

HS8a: Personality traits are indirectly associated with life satisfaction through positive
financial behaviors and financial well-being as mediators.

HS8b: Financial knowledge is indirectly associated with life satisfaction through positive
financial behaviors and financial well-being as mediators.

HS8c: Financial self-efficacy is indirectly associated with life satisfaction through positive

financial behaviors and financial well-being as mediators.
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Figure 2.1 Conceptual Framework
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Methodology
Data

The data used for this study comes from the Understanding America Study. It is a
longitudinal panel survey administered by the Center for Economic and Social Research (CESR)
at the University of Southern California (Alattar et al., 2018). The surveys are administered
online, and participants are required to complete a variety of questionnaires covering several
subjects. The data was weighted to represent the U.S. population aged 18 and older. Missing data
was replaced with a negative value. The Fully Information Maximum Likelihood method was
used to handle missing data (Allison, 2003). For this study, four rounds of consumer well-being
surveys conducted in the years 2018, 2020, 2021, and 2022 were used for the analysis. The final
sample size for this study is 4,664 participants. The codebook for studying variables can be
found in appendix A.
Measurement
Financial Well-being

This research utilized the 10-item CFPB Financial Well-being Scale to assess financial
well-being. Financial well-being came from the 2021-year survey. The answer ranged from 0 to
100. The financial well-being scale included items like “I could handle a major unexpected
expense.”; “I am securing my financial future”; “I can enjoy life because of the way I'm
managing my money”. The answer for each question ranged from 1 = Not at all to 5 =
Completely. The final score is summed up with the answer to each question, and then a scoring

worksheet (CFPB, 2012) was used to convert it to a score between 0 and 100.
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Life Satisfaction

Life satisfaction was measured by the question: “How would you rate your satisfaction
with life in general?” The response ranged from 1= No satisfaction at all to 11 = Complete
satisfaction. Life satisfaction came from the 2022-year survey. The measurement provides a
subjective assessment of an individual's level of life satisfaction.
Financial Behaviors

Financial behaviors were measured by two distinct groups: short-term positive behaviors
and long-term positive behaviors. Financial behaviors came from the 2020-year survey. Four
questions assessed short-term positive financial behavior, including one that asked, “Did you
consistently pay off your credit card balance each month in the past 12 months?” The final
answer ranges from 0 to 4. Responses to each question received a coding of 1 for yes answers
and 0 for no answers. A set of six questions measured long-term positive financial behaviors,
including “Did you have a savings account?” Responses were assigned a value of 1 for yes
answers and a value of 0 for no answers. The final score ranged from 0 to 6.
Financial Knowledge

Financial knowledge was measured using a set of 14 questions aimed at evaluating
participants' understanding of essential financial concepts. Financial knowledge came from the
2018-year survey. The answer ranges from 0 to 14. A higher score suggested higher levels of
financial knowledge. These questions covered a broad range of topics, including the stock
market, interest rates, and inflation. For example, one question asked, “Assume a friend inherits
$10,000 today and his sibling inherits $10,000 3 years from now. Who is richer today because of

the inheritance?”
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Financial Self-efficacy

Financial self-efficacy was measured by the question: “How confident do you feel in your
ability to make financial decisions?” The answer ranges from 1 = Not at all confident to 11 =
Very confident. Financial self-efficacy comes from the 2018-year survey. This measure focused
on how individuals perceive their own understanding of financial matters, reflecting their self-
assessed competence rather than their actual knowledge.
Big Five Personality Traits

Personality traits were measured using the Big Five Inventory (BFI). The Big Five
Inventory (BFI) consists of five major personality dimensions: extraversion, agreeableness,
conscientiousness, neuroticism, and openness. Personality traits come from the 2018-year survey.
The study required participants to respond to specific questions related to each personality trait.
Each question provides response options from 1 = Disagree strongly to 5 = Agree strongly. For
example, the extraversion section included eight items. One question asked: “I perceive myself
as a person who enjoys speaking to others.” Agreeableness included nine items. An example of
one of the items was, “Is helpful and unselfish with others.” The conscientiousness section (nine
items) included an item like “Does a thorough job.” The neuroticism section included eight
items). One of the items was “Is depressed, blue.” Openness included ten items. An example of
an openness item was, “Is original, comes up with new ideas.” The study represents each
personality trait as a latent construct. A confirmatory factor analysis was conducted to evaluate
each personality trait.
Control Variables

Age was categorized into three groups: 18 to 34 years old, 35 to 54 years old (reference

group), and above 55 years old. Gender was coded as 1 if female and 0 if male. Marital status
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was coded as 1 if married and 0O if not. Race was coded as 1 if White and 0 if not. Education was
coded as 1 if one obtained a bachelor’s degree and a higher degree. Household income was
categorized into three groups: (a) less than $40,000, (b) $40,000 to $75,000 (reference group),
and (c) $75,000 and above.
Data Analysis

This study performed confirmatory factor analysis (CFA) to evaluate the latent construct
of personality traits. The analysis estimated the structural equation model (SEM). The study used
the Full Information Maximum Likelihood (FIML) for model analysis. The model fit indices
include the Chi-square statistics, Cumulative Fit Index (CFI), Root Mean Square Error of
Approximation (RMSEA), and the Tucker-Lewis Index (TLI). For the cut-off value, CFI values
near or exceeding .95, along with RMSEA values close to or below .06, suggest a favorable
model fit (Hu & Bentler, 1999). The TLI, akin to the CFI, serves as an incremental fit index and
values approximately .95 or higher, which indicates a well-fitted model (Kline, 2023).
Bootstrapping (with 5,000 draws) was employed to ascertain the statistical significance of
indirect effects (Preacher & Hayes, 2008). Lai et al. (2025) suggested that all theoretically
meaningful variables and suppressor variables should be included in the model. Therefore, this
study included all variables of Big Five personality traits.
Results
Descriptive Results

The descriptive statistics for this study are presented in Table 2.1. The surveyed
population showed a diverse age distribution, with 45.4% falling into the 55 and older category.
A slight majority of participants were female (56.6%), and the majority were married (61.1%).

The sample was predominantly White (82.5%). In terms of education, 44.07% of participants
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hold a bachelor’s degree or higher. Regarding household income, the distribution revealed
27.00% with incomes below $40,000, 30.75% between $40,000 and $75,000, and 42.25% with
incomes above $75,000. In terms of personality traits, participants exhibited moderate levels of
Extraversion (M = 25.92) and Agreeableness (M = 35.92). Higher levels of Conscientiousness (M
=36.55) and Openness (M = 35.95) are observed. Neuroticism was relatively low, with a mean
score of 21.24. Financial knowledge was moderately distributed, with objective financial
knowledge at a mean score of 10.2 and relatively high financial self-efficacy at a mean score of
9.30. Participants displayed moderate short-term financial behavior (M = 2.58) and above-
average long-term financial behavior (M = 2.99). Overall, the measured financial well-being had
a mean score of 61.32, indicating a moderate level of financial well-being among participants.

Table 2.1 Descriptive Statistics (N = 4,664)

Variable Mean S.D.
Extraversion 25.92 6.40
Agreeableness 35.92 5.37
Conscientiousness 36.55 5.26
Neuroticism 21.24 6.43
Openness 35.95 6.28
Financial knowledge 10.2 3.02
Financial self-efficacy 9.30 1.76
Short-Term financial behavior 2.58 1.25
Long-Term financial behavior 2.99 1.29
Financial well-being 61.32 13.48
Demographics Frequency
Age
18-34 17.2%
35-54 37.4%
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55+
Female
Married
White

Bachelor's degree and higher

Household Income

<40k
40-75k
75k+

45.4%
56.6%
61.1%
82.5%
44.1%

27.0%
30.7%
42.3%

Table 2.2 presents Pearson’s correlation coefficients for the studied variables. It provides

a preliminary analysis of key variables. Those coefficients support adding those variables into

the model.

Table 2.2 Pearson’s Correlation Coefficients

Variables E A C N @) FK FSE STE  LTF LS Fw
B B B
Extraversion - - - - - - - - - - -
Agreeableness 3 f ,8 - - - - - - - - - -
. 317 310
Conscientiousness L. s - - - - - - - - -
.. =222 -320 -.308
Neuroticism wrk Rk s - - - - - - - -
368 206 449 -211
Openness e kok *dkok ok ok ek - - - - - - -
150 160  .180 .170 .140
FK * * % * * - - - - - -
162 166 181 173  .145 331
FSE * * * * * Hookok - - - - -
231 -222 266 -265 -219 273 .239
STFB Hok Kok EETS KKk Kok Hookok Hk - - -
262 -204 250 -.252 -216 .300 .256 .309
LTFB Kok Kok *% Kok Kok Hookok Hk Hookok - -
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LS

FWB

268 -204 268
ok ok ok
228 =213 272
sk ok ok

-244 -254 233 284 265
ok ok o ok o
-285 -242 331 457 596
ok k ok kkk kkk kokk

374

221

kk

445

Hkskok kokok

Note: * p <.05. ** p <.01. *** p <.001.

The factor loading suggests that those items for each personality trait represent the latent

variable well.

Table 2.3 Factor Loading

Extraversion Agreeableness Conscientiousness Neuroticism Openness
Item 1 741 Item 2 .563 Item 3 .646 | Item 4 .643 Item 5 11
Item 6 .622 | Item 7 596 | Item 8 .569 Item 9 762 Item 10 .632
Item 11 521 Item 12 .588 Item 13 534 | Item 14 .644 Item 15 .619
Item 16 .644 | Item 17 .623 | Ttem 18 .628 | Item 19 716 | Item 20 .682
Item 21 765 | Item 22 517 | Ttem 23 .646 | Item 24 720 | Item 25 124
Item 26 .606 | Item 27 583 | Ttem 28 .667 | Item 29 .643 | Item 30 .656
Item 31 705 | Item 32 734 | Ttem 33 703 | Item 34 .654 | Item 35 573
Item 36 792 | Item 37 .640 | Ttem 38 .655 | Item 39 .697 | Item 40 .685

Item 42 .633 | Item 43 .559 Item 41 498
Item 44 577

Structural Equation Model Results

The SEM model examined the associations among the Big Five Factors of personality in

the year 2018, financial behaviors in the year 2020, individuals' financial well-being in the year

2021, and life satisfaction in the year 2022. A CFA was run to examine latent variables used in

this study. The model fit indices for the SEM model suggest a good model fit (y2 (850) =

3307.440, RMSEA = 0.028, SRMR = 0.041, CFI = 0.969). Figure 2.2 shows the path diagram

with model results.
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Figure 2.2 SEM Model Results

The SEM results showed that financial well-being is positively associated with life
satisfaction (B = 0.402, p <0.001). This finding indicated that financial well-being is part of
overall well-being. Moreover, the SEM results revealed that extraversion (f = 0.060, p <0.01)
and conscientiousness (B = 0.076, p < 0.001) were positively associated with financial well-
being. In contrast, neuroticism ( =-0.070, p <0.001) and openness ( =-0.066, p < 0.05) were
negatively associated with financial well-being. This finding suggested personality traits were
associated with financial well-being. Furthermore, financial knowledge was found to be
positively associated with financial well-being (B = 0.122, p <0.001). Financial self-efficacy was
found to be positively associated with financial well-being (f = 0.312, p <0.001). Individuals
who believe in their capacity to manage their finances effectively are more likely to take
proactive steps that enhance their financial situation. Short-term positive financial behaviors

were positively associated with financial well-being (f = 0.429, p <0.001). Long-term positive
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financial behaviors were positively associated with financial well-being (f = 0.146, p <0.001),
reflecting their importance in building a secure financial future.

For the direct effects (Table 2.4) on short-term positive financial behaviors, the SEM
results showed that extraversion (f = 0.087, p <0.01) and conscientiousness ( = 0.087, p <
0.001) were positively associated with short-term positive financial behaviors. In contrast,
neuroticism (f =-0.053, p <0.001) and openness (f =-0.116, p < 0.05) were negatively
associated with short-term positive financial behaviors. Moreover, financial knowledge was
found to be positively associated with short-term positive financial behaviors (f = 0.242, p <
0.001). Financial self-efficacy was found to be positively associated with short-term positive
financial behaviors (f = 0.201, p < 0.001), emphasizing the role of confidence in one's ability to
manage day-to-day financial challenges effectively.

For the direct effects on long-term positive financial behaviors, the SEM results showed
that extraversion (B = 0.078, p < 0.01) and conscientiousness ( = 0.061, p <0.001) were
positively associated with long-term positive financial behaviors, suggesting that the same traits
that drive short-term financial discipline also encourage a future-oriented approach to financial
management. Conversely, neuroticism ( =-0.042, p < 0.001) and agreeableness (f =-0.040, p <
0.05) were negatively associated with long-term positive financial behaviors. While the impact
of neuroticism aligns with its negative influence on short-term behaviors, the negative
association of agreeableness suggests that overly accommodating individuals may prioritize the
needs or preferences of others over their long-term financial goals. Financial knowledge was
found to be positively associated with long-term positive financial behaviors (B = 0.283, p <
0.001), reinforcing the importance of education and understanding in enabling individuals to

make informed financial decisions with a future focus. Financial self-efficacy was found to be
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positively associated with long-term positive financial behaviors (B =0.112, p <0.001). The
SEM results with direct effects are presented in Table 2.4

Table 2.4 SEM Results — Direct effects (N = 4,664)

Paths Std. Coef. Std. Err. p Sig.
To LS, from
FWB 0.402 0.015 0.000 *oxE
To FWB, from
Extraversion 0.060 0.020 0.002 ok
Agreeableness -0.007 0.013 0.586
Conscientiousness 0.076 0.019 0.000 oAk
Neuroticism -0.070 0.011 0.000 *oxk
Openness -0.066 0.032 0.037 *
FK 0.122 0.014 0.000 *oxk
FSE 0.312 0.013 0.000 *oxk
SPFB 0.429 0.013 0.000 *oxk
LPFB 0.146 0.013 0.000 *oxE
To SPFB, from
Extraversion 0.087 0.027 0.001 ok
Agreeableness -0.026 0.017 0.119
Conscientiousness 0.087 0.026 0.001 ok
Neuroticism -0.053 0.014 0.000 oAk
Openness -0.116 0.043 0.007 ok
FK 0.242 0.016 0.000 *oxk
FSE 0.201 0.016 0.000 oAk

To LPFB, from

Extraversion 0.078 0.023 0.001 Hok
Agreeableness -0.040 0.016 0.014 *

Conscientiousness 0.061 0.023 0.009 *x
Neuroticism -0.042 0.014 0.002 Hok
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Openness -0.058 0.038 0.129
FK 0.283 0.016 0.000 ok

FSE 0.112 0.017 0.000 ok

Note: * p <.05. ** p <.01. *** p <001.

LS = Life Satisfaction; FWB = Financial Well-being; SPFB = Short-Term Positive Financial
Behaviors; LPFB = Long-Term Positive Financial Behaviors; FK = Financial Knowledge; FSE =
Financial Self-efficacy.

Model fit: 2 (850) = 3307.440, RMSEA = 0.028, SRMR = 0.041, CFI = 0.969.

The SEM results for the indirect effects (Table 2.5) provide deeper insights into the
mechanisms by which personality traits, financial knowledge, and self-efficacy influence
financial well-being and, subsequently, life satisfaction. These findings highlight the role of both
short-term and long-term positive financial behaviors as critical mediators in this process. The
SEM results for the indirect effects showed that short-term positive financial behaviors (f =
0.173, p <0.001) and long-term positive financial behaviors (B = 0.059, p < 0.001) were
indirectly and positively associated with life satisfaction through financial well-being. The
results showed that extraversion (B = 0.037, p <0.01) and conscientiousness ( = 0.037, p <
0.01) were positively and indirectly associated with financial well-being through short-term
positive financial behaviors, highlighting that sociable, organized, and disciplined individuals are
more likely to engage in prudent short-term financial actions, which in turn bolster their financial
well-being. Conversely, neuroticism (3 =-0.023, p <0.001) and openness ( =-0.050, p < 0.05)
were negatively and indirectly associated with financial well-being through short-term positive
financial behaviors, suggesting that emotional instability and a preference for novelty may hinder
the development of sound short-term financial habits. Financial knowledge was found to be
indirectly and positively associated with financial well-being through short-term positive

financial behaviors (f = 0.104, p < 0.001). Financial self-efficacy was found to be indirectly and
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positively associated with financial well-being through short-term positive financial behaviors (3
=0.086, p<0.001).

For results on long-term financial behaviors, the results showed that extraversion (f =
0.011, p <0.01) and conscientiousness (B = 0.009, p < 0.05) were positively and indirectly
associated with financial well-being through long-term positive financial behaviors. In contrast,
neuroticism (f =-0.006, p < 0.001) and agreeableness (f =-0.006, p < 0.05) were negatively and
indirectly associated with financial well-being through long-term positive financial behaviors,
indicating that emotional instability and excessive accommodation of others' needs may detract
from long-term financial focus. Financial knowledge was found to be indirectly and positively
associated with financial well-being through long-term positive financial behaviors (f = 0.041, p
< 0.001). Financial self-efficacy was found to be indirectly and positively associated with
financial well-being through long-term positive financial behaviors (f = 0.016, p <0.001).

From the SEM results of total effects, extraversion (B =0.108, p <0.001) and
conscientiousness ( = 0.009, p < 0.05) were positively associated with financial well-being ( =
0.122, p <0.001). On the other hand, neuroticism ( =-0.099, p <0.001) and openness (B = -
0.125, p <0.01) were negatively associated with financial well-being. Moreover, financial
knowledge was found to be positively associated with financial well-being (f = 0.267, p <
0.001). Financial self-efficacy was found to be positively associated with financial well-being (3
=0.415, p <0.001). The SEM results with indirect and total effects are presented in Table 2.5.

Table 2.5 SEM Results — Indirect and Total Effects (N = 4,664)

Indirect effect
Paths Std. Coef. Std. Err. p Sig.
To LS, from
Extraversion 0.044 0.011 0.000 okeok
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Agreeableness -0.010 0.006 0.133
Conscientiousness 0.049 0.010 0.000 ok
Neuroticism -0.040 0.006 0.000 ok
Openness -0.050 0.017 0.003 ok
FK 0.107 0.007 0.000 ok
FSE 0.167 0.009 0.000 ok
SPFB 0.173 0.009 0.000 ok
LPFB 0.059 0.006 0.000 ok
To SPFB, FWB, from
Extraversion 0.037 0.012 0.001 *E
Agreeableness -0.011 0.007 0.119
Conscientiousness 0.037 0.011 0.001 *E
Neuroticism -0.023 0.006 0.000 ok
Openness -0.050 0.018 0.007 *ok
FK 0.104 0.007 0.000 ok
FSE 0.086 0.007 0.000 ok
To LPFB, FWB, from
Extraversion 0.011 0.003 0.001 *x
Agreeableness -0.006 0.002 0.016 *
Conscientiousness 0.009 0.003 0.010 *
Neuroticism -0.006 0.002 0.003 *x
Openness -0.009 0.006 0.128
FK 0.041 0.004 0.000 ok
FSE 0.016 0.003 0.000 ok
Total effect
To FWB, from
Extraversion 0.108 0.028 0.000 oAk
Agreeableness -0.024 0.016 0.134
Conscientiousness 0.122 0.026 0.000 ook
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Neuroticism -0.099 0.014 0.000 kK

Openness -0.125 0.043 0.004 ok
FK 0.267 0.015 0.000 ok
FSE 0.415 0.014 0.000 ok

Note: * p <.05. ** p <.01. *** p <001.

LS = Life Satisfaction; FWB = Financial Well-being; SPFB = Short-Term Positive Financial
Behaviors; LPFB = Long-Term Positive Financial Behaviors; FK = Financial Knowledge; FSE =
Financial Self-efficacy.

Discussion

Based on the results, the first hypothesis was partially supported. As per H1a, there exists
a significant association between extraversion, conscientiousness, neuroticism, and openness and
an individual’s positive financial behaviors. The findings demonstrated that individuals with
extraversion and conscientiousness personality traits were positively associated with both short-
term and long-term positive financial behaviors, while neuroticism and openness were negatively
associated with short-term positive financial behaviors, and neuroticism and agreeableness were
negatively associated with long-term positive financial behaviors. The results were aligned with
earlier studies. For example, research indicated that low neuroticism individuals were associated
with positive financial behaviors (Heo et al., 2018). According to H1b, extraversion,
conscientiousness, neuroticism, and openness were associated with financial well-being. These
findings indicated that extraversion and conscientiousness personality traits were positively
associated with financial well-being. Neuroticism and openness were negatively associated with
financial well-being, aligning with previous research. Fachrudin et al. (2022) found that
conscientiousness was associated with favorable debt behaviors and better financial well-being.

Research findings demonstrated that people who are conscientious and possess extensive
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financial knowledge tended to be associated with careful financial behaviors and better financial
health (Chhatwani, 2022).

Evidence from this study supported the second hypothesis (H2a) since a significant
positive relationship exists between financial knowledge and positive financial behaviors. In
other words, individuals with greater objective financial knowledge were more likely to engage
in positive financial behaviors. This was aligned with previous research by Eko and colleagues
(2022), who found that people with higher financial knowledge were associated with higher
long-term investment participation. Hamid and Loke (2020) revealed people with higher
financial knowledge were more likely to pay off their credit card balance. Moreover, the results
supported H2b by showing that financial knowledge was significantly associated with financial
well-being. In this case, people with higher financial knowledge tended to have higher financial
well-being scores.

The evidence supported the third hypothesis because H3a shows that financial self-
efficacy was positively associated with positive financial behaviors. The confidence people hold
in their financial knowledge leads them to develop more positive financial behaviors. The results
confirmed that H3b shows a positive link between financial self-efficacy and financial well-
being. This research indicated that people who possess confidence in their financial skills exhibit
stronger connections to elevated financial well-being. This is similar to research by Young et al.
(2024), who found that financial self-efficacy was positively associated with financial well-
being.

The fourth hypothesis supported a substantial connection between positive financial
behaviors and financial well-being. The study demonstrated that people who practice positive

financial behaviors are associated with higher financial well-being. These results help to validate
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previous research. For example, Selvia et al. (2021) found a positive connection between
financial behaviors and financial well-being. They showed that financial behaviors, such as the
utilization of financial products, contribute to a higher level of financial well-being. According to
Mohamed (2017), developing positive financial behaviors were associated with improved
financial well-being. They found that financial behaviors like saving management and debt
management contribute to a higher level of financial well-being. The fifth hypothesis supported
the idea that financial well-being is associated with better overall life satisfaction. Again, this
finding was supported by previous research, such as Araujo and colleagues (2022), who found
financial well-being was associated with people's life satisfaction. This was aligned with the
findings that financial well-being is an important part of one’s overall well-being.

The sixth hypothesis (H6) demonstrated a substantial indirect relationship between
personality traits and financial well-being through their association with financial behaviors.
People who exhibit traits like conscientiousness or extraversion tended to be associated with
positive financial behaviors and improved financial well-being. Heo et al. (2018) found that an
agreeable personality was associated with a higher possibility of changing their financial
behavior, resulting in a higher level of financial well-being. The results showed empirical
support for the seventh hypothesis because H7a demonstrates that financial knowledge was
indirectly associated with financial well-being through financial behaviors. H7b indicated
financial self-efficacy was indirectly associated with financial well-being through financial
behaviors. People with higher perceived financial knowledge tended to engage in better financial
behaviors, which led to improved financial well-being. Prameswar et al. (2023) found that

financial knowledge was associated with positive financial behaviors and, in turn, led to higher
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financial well-being. This study's framework demonstrated how financial knowledge is
associated with financial well-being via multiple pathways.

The eighth hypothesis (H8a) was supported since personality traits were indirectly
associated with life satisfaction through positive financial behaviors and financial well-being.
The research demonstrated that conscientiousness indirectly correlates positively with life
satisfaction via short-term and long-term financial behaviors and financial well-being.
Neuroticism and openness had an indirect negative connection to life satisfaction because of
their relationship with financial behavior patterns and financial well-being. Fachrudin et al.
(2022) found that conscientiousness traits were associated with favorable debt behaviors and
better financial well-being. Hypothesis H8b proposed that financial knowledge was associated
with life satisfaction through financial behaviors and financial well-being. The findings showed
that people who possess a higher level of financial knowledge tend to participate in positive
financial behaviors, which leads to enhanced financial well-being and life satisfaction.
Hypothesis H8c suggested that there was an indirect relationship between financial self-efficacy
and life satisfaction through positive financial behaviors and financial well-being. The results
demonstrated high financial self-efficacy associated with financial well-being through positive
financial behaviors across short-term and long-term periods. Collectively, this study indicated the
need for practitioners to understand how personality traits interact with financial well-being
through an integration framework.

Implications

The understanding of the underlying mechanisms that govern these relationships provides

some implications for future research, particularly for practitioners like financial educators and

policymakers. Financial and educational programs must adapt their design to fit individual
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personality profiles to provide effective learning experiences. Traditional financial education
programs frequently prove inadequate for addressing the diverse needs and preferences of
different people (Atkinson & Messy, 2013). Financial professionals who recognize how
personality traits influence financial choices can build educational programs that effectively meet
the requirements of each participant. Individuals who score high on conscientiousness benefit
significantly from structured financial planning and goal-setting workshops designed around
detailed long-term financial strategies (Stock & Beste, 2015). People who display high openness
to experience become more involved with programs that present new investment possibilities and
financial products (Pak & Mahmood, 2015). Thus, the effectiveness of financial counseling and
planning improves when practitioners tailor their advice based on clients' personality
assessments to match clients' inherent preferences. Financial coaches use motivational methods
together with customized feedback to assist highly extroverted clients in managing their
impulsive spending patterns. This study demonstrated that successful interventions need to
address both specific financial behaviors as well as the personality traits that drive these
behaviors.
Limitations and Future Research

One limitation is that this study did not examine the suppressor effects of the Big Five
personality traits in detail. Future research can delve into the suppressor effect of the big five
personality traits in the context of financial well-being. Another limitation is that this study used
secondary data. Future studies can use primary data to design questions that better capture the
variables used. Subsequent research can also delve into the mechanisms of these relationships

and evaluate the potential moderate or mediating variables that could influence these patterns.
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Future research can use the framework proposed by this study to examine the relationship
between personality traits and financial well-being.
Conclusion

In conclusion, this study developed an integrated framework for financial well-being that
describes the connections among personality traits, financial behaviors, financial well-being, and
life satisfaction. The findings demonstrated that individuals with certain personality traits tend to
be associated with more positive financial behaviors. This research investigated how financial
behaviors function as a mediator in linking personality traits to financial well-being and how
particular personality factors relate to financial health by analyzing financial behaviors. By
understanding the underlying mechanisms that govern these relationships, policymakers,
financial service practitioners, and researchers can work together to develop interventions to help

improve the wellness of individuals, households, and populations.

37



References

Adam, A. M., Frimpong, S., & Boadu, M. O. (2017). Financial literacy and financial planning:
Implication for financial well-being of retirees. Business & Economic Horizons, 13(2)

Akhtar, F., & Das, N. (2020). Investor personality and investment performance: from the
perspective of psychological traits. Qualitative Research in Financial Markets, 12(3),
333-352.

Alattar, L., Messel, M., & Rogofsky, D. (2018). An introduction to the Understanding America
Study internet panel. Soc. Sec. Bull., 78, 13.

Anglim, J., & O’connor, P. (2019). Measurement and research using the Big Five, HEXACO,
and narrow traits: A primer for researchers and practitioners. Australian Journal of
Psychology, 71(1), 16-25.

Anisah, A., & Ahman, E. (2021). Android Based Financial Literacy Education for Indonesian
Students: A Theoretical Approach. Paper presented at the Sixth Padang International
Conference on Economics Education, Economics, Business and Management, Accounting
and Entrepreneurship (PICEEBA 2020), 373-380.

Antwi, P. K. A., Addai, B., Duah, E., & Kubi, M. T. (2024). The impact of financial literacy on
financial well-being: a systematic literature review. Research Square, 210 -223.

April, R., Chandra, N., Fontanella, A., & Sukartini, S. (2024). The Effect of Family Financial
Socialization on Financial Self-Efficacy Mediated by Financial Knowledge and Financial
Skills. Economics, Business, Accounting & Society Review, 3(1), 1-10.

Aragjo, F. B. d. B., Rogers, P., Peixoto, F. M., & Rogers, D. (2022). Asset diversification,
financial well-being, quality of life, and mental health: a study in Brazil. Revista

Contabilidade & Financas, 33

38



Arofah, A. A., Purwaningsih, Y., & Indriayu, M. (2018). Financial literacy, materialism and
financial behavior. International Journal of Multicultural and Multireligious
Understanding, 5(4), 370-378.

Atlas, S. A., Lu, J., Micu, P. D., & Porto, N. (2019). Financial knowledge, confidence, credit use,
and financial satisfaction. Journal of Financial Counseling and Planning, 30(2), 175-190.

Baihaqqy, M. R. 1., & Sari, M. (2020). The Correlation between Education Level and
Understanding of Financial Literacy and Its Effect on Investment Decisions in Capital
Markets. Journal of Education and E-Learning Research, 7(3), 303-313.

Bandura, A. (1977). Self-efficacy: toward a unifying theory of behavioral change Psychological
Review, 84 (2), 191-215.

Bandura, A. (2009). Social cognitive theory of mass communication. Media effects (pp. 110-
140). Routledge.

Bandura, A. (2019). Principles of behavior modification. International Psychotherapy Institute.

Bangun, B. P. P., & Kurniyati, N. N. (2022). The role of financial behavior in mediation the
influence of financial literacy and financial self efficacy on financial will being.
International Journal of Economics and Management Research, 1(3), 166-176.

Berry, M. S., Sweeney, M. M., Morath, J., Odum, A. L., & Jordan, K. E. (2014). The nature of
impulsivity: Visual exposure to natural environments decreases impulsive decision-
making in a delay discounting task. PloS One, 9(5), €97915.

Buresova, 1., Jelinek, M., Dosedlova, J., & Klimusova, H. (2020). Predictors of mental health in
adolescence: the role of personality, dispositional optimism, and social support. Sage

Open, 10(2), 2158244020917963.

39



Consumer Financial Protection Bureau (CFPB). (2012). Measuring financial well-being: A guide
to using the CFPB Financial Well-Being Scale.

https://files.consumerfinance.gov/f/documents/bcfp_fin-well-being_full-scorecard.pdf

Consumer Financial Protection Bureau (CFPB). (2014). Financial literacy annual report.
https://files.consumerfinance.gov/f/201407_cfpb_report_financial-literacy-annual-report.pdf
Consumer Financial Protection Bureau (CFPB). (2015). Financial Well-being: The goal of

financial education. https:/files.consumerfinance.gov/f/201501 cfpb report financial-well-

being.pdf

Chan, K. K., Huang, E. J., & Lassu, R. A. (2017). Understanding financially stressed
Millennials’ hesitancy to seek help: Implications for organizations. Journal of Financial

Education, 43(1), 141-160.

Chaulagain, R. P. (2015). Contribution of financial literacy to behavior. Journal of Economics
and Behavioral Studies, 7(6 (J)), 61-71.

Chhatwani, M. (2022). Mortgage delinquency during COVID-19: do financial literacy and
personality traits matter? International Journal of Bank Marketing, 40(3), 484-510.

Choung, Y., Chatterjee, S., & Pak, T. Y. (2023). Digital financial literacy and financial well-
being. Finance Research Letters, 58, 104438.

Costa, P. T., & McCrae, R. R. (1999). A five-factor theory of personality. The Five-Factor Model
of Personality: Theoretical Perspectives, 2, 51-87.

Damayanti, S. M., & Wicaksana, P. (2021). Financial Literacy and Risk Profile: an Extensive

Observation on Bank Employees. Jurnal Aplikasi Manajemen, 19(1), 175-186.

40


https://files.consumerfinance.gov/f/201501_cfpb_report_financial-well-being.pdf
https://files.consumerfinance.gov/f/201501_cfpb_report_financial-well-being.pdf

Dinkova, M., Kalwij, A., & Alessie, R. (2021). Know more, spend more? The impact of financial
literacy on household consumption. De Economist, 169(4), 469-498.

Eko, B. (2022). The role of financial behavior as a mediator of the influence of financial literacy
and financial attitudes on msmes investment decisions in indonesia. Journal of Social
Economics Research, 9(4), 193-203.

Estela-Delgado, B., Montenegro, G., Paan, J., Morales-Garcia, W. C., Castillo-Blanco, R.,
Sairitupa-Sanchez, L., & Saintila, J. (2023). Personal well-being and financial threats in
Peruvian adults: The mediating role of financial well-being. Frontiers in Psychology, 13,
8415.

Fachrudin, K. A., & Latifah, S. (2022). Relationship between individual characteristics, neurotic
personality, personal financial distress, and financial behavior. Cogent Business &
Management, 9(1), 210-225.

Farrell, L., Fry, T. R., & Risse, L. (2016). The significance of financial self-efficacy in explaining
women’s personal finance behaviour. Journal of economic psychology, 54, 85-99.

Fan, L., & Henager, R. (2022). A structural determinants framework for financial well-
being. Journal of Family and Economic Issues, 43(2), 415-428.

Fenton-O'Creevy, M., & Furnham, A. (2020). Personality, ideology, and money attitudes as
correlates of financial literacy and competence. Financial Planning Review, 3(1), e1070.

Filipiak, S., & Tychmanowicz, A. (2022). On the pursuit of happiness. Personality underpinnings
of life satisfaction of Spanish and Polish university freshmen. Kwartalnik Naukowy Fides
et Ratio, 50(2), 73-82.

Gimpel, J. G. (2021). Citizen Contacting in Response to Crisis: Voicing Grievances to the

Consumer Financial Protection Bureau. American Politics Research, 49(2), 198-214.

41



Gokhan, O., & Mutlu, U. (2019). The effects of personality traits on financial behaviour. Journal
of Business Economics and Finance, 8(3), 155-164.

Goldberg, L. R. (1999). A broad-bandwidth, public domain, personality inventory measuring the
lower-level facets of several five-factor models. Personality Psychology in Europe, 7(1),
7-28.

Hamid, F. S., & Loke, Y. J. (2021). Financial literacy, money management skill and credit card
repayments. International Journal of Consumer Studies, 45(2), 235-247.

Haris, D. A. M., Possumah, B. T., & Fatah, D. A. (2021). Big Five Personality As Moderating
The Effect Of Islamic Financial Planning. International Journal of Educational Research
and Social Sciences (IJERSC), 2(2), 283-298.

Hampson, S. E. (2012). Personality processes: Mechanisms by which personality traits “get
outside the skin”. Annual review of psychology, 63(1), 315-339.

Heo, W., Saboe-Wounded Head, L., Cho, S. H., & Lee, P. S. (2018). Association between
personality and financial well-being: Strategies for more effective financial education,
counseling and advising. Consumer Interests Annual, 64, 1-5

Hu, L., & Bentler, P. M. (1999). Cutoff criteria for fit indexes in covariance structure analysis:
Conventional criteria versus new alternatives. Structural Equation Modeling, 6(1), 1-55.

Huston, S. J. (2010). Measuring financial literacy. Journal of Consumer Affairs, 44(2), 296-316.

Julianti, B., & Damayanti, S. M. (2021) The Impact of Financial Knowledge, Financial Self-
Efficacy, and Saving Behaviour on Junior High School Students: A Case Study of Rural
and Urban Area Students. 4(12), 216-228.

Kaiser, T., & Menkhoff, L. (2017). Does financial education impact financial literacy and

financial behavior, and if so, when? The World Bank Economic Review, 31(3), 611-630.

42



Kritzler, S., Krasko, J., & Luhmann, M. (2020). Inside the happy personality: Personality states,
situation experience, and state affect mediate the relation between personality and affect.
Journal of Research in Personality, 85, 103929.

Kline, R. B. (2023). Principles and practice of structural equation modeling. Guilford
publications.

Lai, C. C. W., Brooks, K. R., & Boag, S. (2025). Predicting Subjective Well-Being from
Personality: The Effects of Suppression, Confounding, and Mediating Variables. Journal
of Happiness Studies, 26(3), 1-27.

Lippke, S., Pomp, S., & Fleig, L. (2018). Rehabilitants’ conscientiousness as a moderator of the
intention—planning-behavior chain. Rehabilitation Psychology, 63(3), 460.

Liu, S., Gao, L., Latif, K., Dar, A. A., Zia-UR-Rehman, M., & Baig, S. A. (2021). The behavioral
role of digital economy adaptation in sustainable financial literacy and financial
inclusion. Frontiers in Psychology, 12, 742118.

Lone, U. M., & Bhat, S. A. (2022). Impact of financial literacy on financial well-being: a
mediational role of financial self-efficacy. Journal of Financial Services Marketing, 1-16.

Lusardi, A. (2008). Household saving behavior: The role of financial literacy, information, and
financial education programs (No. w13824). National Bureau of Economic Research.

Lusardi, A., & Mitchell, O. S. (2011). Financial literacy around the world: an overview. Journal
of Pension Economics & Finance, 10(4), 497-508.

Lusardi, A., Mitchell, O. S., & Curto, V. (2010). Financial literacy among the young. Journal of

Consumer Affairs, 44(2), 358-380.

43



Mahendru, M. (2021). Financial well-being for a sustainable society: a road less
travelled. Qualitative Research in Organizations and Management: An International
Journal, 16(3/4), 572-593.

Matha, R., Geetha, E., Kishore, L., & Shivaprasad, S. P. (2022). Role of big-five personality
traits in predicting behavioral intention: A case of Indian corporate bond
investors. Problems and Perspectives in Management, 20(4), 624-638.

McCrae, R. R. (2004). Human nature and culture: A trait perspective. Journal of Research in
Personality, 38(1), 3-14.

McCrae, R. R., & Costa Jr, P. T. (1997). Personality trait structure as a human
universal. American Psychologist, 52(5), 509.

McGarity, S. V., Okech, D. O., Risler, E., & Clees, T. J. (2020). Assessing financial capability
among people with disabilities. Journal of Social Work, 20(5), 657-672.

Mohamed, N. A. (2017). Financial socialization: A cornerstone for young employees’ financial
well-being. Reports on Economics and Finance, 3(1), 15-35.

Moschis, G. P., & Churchill Jr, G. A. (1978). Consumer socialization: A theoretical and empirical
analysis. Journal of Marketing Research, 15(4), 599-609.

Mouelhi, C., & Hammami, H. (2021). The Role of Knowledge Brokers in Improving Financial
Literacy. Advances in Management and Applied Economics, 11(3), 75-103.

Munawar, S. (2023). Effect of Financial Literacy on Financial Decision and Consumer Behavior.
Pakistan Journal of Humanities and Social Sciences, 11(2), 2570-2582.

Nandan, T., & Saurabh, K. (2016). Big-five personality traits, financial risk attitude and
investment intentions: study on Generation Y. International Journal of Business

Forecasting and Marketing Intelligence, 2(2), 128-150.

44



Nawi, F. A. M., Daud, W., Ghazali, P. L., Yazid, A. S., & Shamsuddin, Z. (2018). Islamic
financial literacy: a conceptualization and proposed measurement. International Journal
of Academic Research in Business and Social Sciences, 8(12), 629-641.

Netemeyer, R. G., Warmath, D., Fernandes, D., & Lynch Jr, J. G. (2018). How am I doing?
Perceived financial well-being, its potential antecedents, and its relation to overall well-
being. Journal of Consumer Research, 45(1), 68-89.

Nga, J. K., & Ken Yien, L. (2013). The influence of personality trait and demographics on
financial decision making among Generation Y. Young Consumers, 14(3), 230-243.

Nikonova, Y., Lunina, T., Prudnikov, A., & Arshba, L. (2018). The study of the level of financial
literacy of students of transport universities. Paper presented at the MATEC Web of
Conferences, , 239 07002.

Pak, O., & Mahmood, M. (2015). Impact of personality on risk tolerance and investment
decisions: A study on potential investors of Kazakhstan. International Journal of
Commerce and Management, 25(4), 370-384.

Peprah-Yeboah, A., Frejus, W. E. B, & Fianko, E. (2018). Financial Literacy of Undergraduate
Students: Do Personality Traits and Cognitive Ability Matter? Target, 8(4)

Poddar, S., & Adhikari, R.Does Your Personality Affect the Investment Risk You Take?

Prameswari, S., Nugroho, M., & Pristiana, U. (2023). The Influence of Financial Literacy,
Financial Awareness, And Income On Financial Well-Being With Financial Behavior And
Financial Inclusion As Intervening Variables (A Case Study On Families In

Surabaya). Journal of Economics, Finance and Management Studies, 6(01)

45



Preacher, K. J., & Hayes, A. F. (2008). Asymptotic and resampling strategies for assessing and
comparing indirect effects in multiple mediator models. Behavior Research
Methods, 40(3), 879-891.

Rakow, K. C. (2019). Incorporating financial literacy into the accounting curriculum. Accounting
Education, 28(4), 384-400.

Rana, S. (2020). Advancing financial strategies to achieve financial well-being. FIIB Business
Review, 9(2), 73-74.
Rothwell, D. W., & Wu, S. (2017). The impact of financial education participation on financial
knowledge and efficacy: Evidence from the Canadian financial capability survey.
Roberts, B. W., & Robins, R. W. (2000). Broad dispositions, broad aspirations: The intersection
of personality traits and major life goals. Personality and Social Psychology
Bulletin, 26(10), 1284-1296.

Ruslim, H., Wijaya, A., & Turangan, J. A.The Affecting factor of Personal Financial
Management Behavior.

Sadykov, O. (2022). Effect of Personality Traits on Investment Intention of People: Kazakhstan
Case. International Journal of Business and Management (IJBM), 1(1), 34-62.

Sanchez-Roman, S., Chavarri-Guerra, Y., Vargas-Huicochea, 1., Alvarez del Rio, A., Bernal
Pérez, P., Morales Alfaro, A., Ramirez Maza, D., de la O Murillo, A., Flores-Estrada, D.,
& Arrieta, O. (2022). Financial toxicity among older Mexican adults with cancer and
their families: a mixed-methods study. JCO Global Oncology, 8, €2100324.

Sarwar, D., Sarwar, B., Raz, M. A., Khan, H. H., Muhammad, N., Azhar, U., & KASI, M. K.

(2020). Relationship of the big five personality traits and risk aversion with investment

46



intention of individual investors. The Journal of Asian Finance, Economics and
Business, 7(12), 819-829.

Selvia, G., Rahmayanti, D., Afandy, C., & Zoraya, 1. (2021). The effect of financial knowledge,
financial behavior and financial inclusion on financial well-being. Paper presented at
the Proceedings of the 3rd Beehive International Social Innovation Conference, BISIC
2020, 3-4 October 2020, Bengkulu, Indonesia,

Singh, K. N., & Malik, S. (2022). An empirical analysis on household financial vulnerability in
India: exploring the role of financial knowledge, impulsivity and money management
skills. Managerial Finance, 48(9/10), 1391-1412.

Shanmugam, K., Chidambaram, V., & Parayitam, S. (2023). Relationship between big-five
personality traits, financial literacy and risk propensity: evidence from India. Z/M
Kozhikode Society & Management Review, 12(1), 85-101.

Singh, P. (2022). Conscientiousness moderates the relationship between neuroticism and health-
risk behaviors among adolescents. Scandinavian Journal of Psychology, 63(3), 256-264.

Singh, Y., Adil, M., & Haque, S. I. (2023). Personality traits and behaviour biases: The
moderating role of risk-tolerance. Quality & Quantity, 57(4), 3549-3573.

Song, C. L., Pan, D., Ayub, A., & Cai, B. (2023). The Interplay Between Financial Literacy,
Financial Risk Tolerance, and Financial Behaviour: The Moderator Effect of Emotional
Intelligence. Psychology Research and Behavior Management, , 535-548.

Stock, A. K., & Beste, C. (2015). Conscientiousness increases efficiency of multicomponent

behavior. Scientific Reports, 5(1), 15731.

47



Strombaéck, C., Lind, T., Skagerlund, K., Vistfjill, D., & Tinghog, G. (2017). Does self-control
predict financial behavior and financial well-being? Journal of Behavioral and
Experimental Finance, 14, 30-38.

Van Raaij, W. F. (2014). Consumer financial behavior. Foundations and Trends® in Marketing,
7(4),231-351.

Veehoven, R. (1991). Questions on happiness: Classical topics, modern answers blind spot. F.
Strack, M. Argyle, & N, Schwarz (Eds.), Subjective wellbeing, 7-26.

Watanapongvanich, S., Khan, M. S. R., Putthinun, P., Ono, S., & Kadoya, Y. (2021). Financial
literacy, financial education, and smoking behavior: Evidence from Japan. Frontiers in
Public Health, 8, 612976.

Widyakto, A., Liyana, Z. W., & Rinawati, T. (2022). The influence of financial literacy, financial
attitudes, and lifestyle on financial behavior. Diponegoro International Journal of
Business, 5(1), 33-46.

Wilson, A. E., O’Connor, D. B., Lawton, R., Hill, P. L., & Roberts, B. W. (2016).
Conscientiousness and fruit and vegetable consumption: exploring behavioural intention
as a mediator. Psychology, Health & Medicine, 21(4), 469-475.

Xiao, J. J., & O'Neill, B. (2018). Propensity to plan, financial capability, and financial
satisfaction. International Journal of Consumer Studies, 42(5), 501-512.

Xiao, J. J., & Kumar, S. (2023). Introduction to A research agenda for consumer financial
behavior. 4 research agenda for consumer financial behavior, 1-15.

Xu, L., Liu, R. D., Ding, Y., Mou, X., Wang, J., & Liu, Y. (2017). The mediation effect of coping
style on the relations between personality and life satisfaction in Chinese adolescents.

Frontiers in psychology, 8, 1076.

48



Xu, Y., Beller, A. H., Roberts, B. W., & Brown, J. R. (2015). Personality and young adult
financial distress. Journal of Economic Psychology, 51, 90-100.

Young, J., Hudson, C. R., & Copeland, C. W. (2024). Factors Mediating the Association between
Financial Socialization and Well-Being: An African American Perspective. Financial
Services Review, 32(2), 53-76.

Yin, H., & Yang, Q. (2022). Investor financial literacy, decision-making behavior, and stock price
volatility—Evidence from behavioral experiments. Journal of Neuroscience, Psychology,
and Economics, 15(2), 69.

Young, S., Gudjonsson, G. H., Carter, P., Terry, R., & Morris, R. (2012). Simulation of risk-
taking and it relationship with personality. Personality and Individual Differences, 53(3),
294-299.

Zaimah, R., Masud, J., Haron, S. A., Othman, M., & Sarmila, M. D. (2013). Financial well-
being: Financial ratio analysis of married public sector workers in Malaysia. Asian Social
Science, 9(14), 1.

Zaky, M., & Hamidi, D. Z. (2022). The Role of Financial Technology in Improving Financial

Literacy for MSME Actors. KnE Social Sciences, , 257-266.

49



Chapter 3
A Longitudinal Framework for Personality Traits and Financial Well-being
Introduction

Financial well-being plays a vital role in shaping the overall quality of life for any
individual. Although financial well-being holds great importance, numerous people find it hard
to achieve lasting prosperity since they frequently face debt and anxiety. This research applies
the previous framework with a panel dataset to assess how financial well-being evolved
longitudinally. The framework illustrates how personality traits connect with financial
knowledge, financial behaviors, and financial well-being. For example, people who score high
in conscientiousness usually demonstrate greater organization when managing their finances.
People with high extraversion levels tend to show a greater propensity for impulsive purchases
instead of focusing on long-term financial objectives.

Research findings indicate a substantial link between higher financial knowledge levels
and improved financial well-being (Estela-Delgado et al., 2023). Studies show that financial
behaviors have a substantial link to financial well-being (Chaulagain, 2015). This framework
demonstrates that these elements function in conjunction with one another. The way people learn
financial knowledge and use it in everyday financial actions depends on their personality traits.
Those findings suggest that interventions aimed at improving financial well-being should address
multiple dimensions, including personality traits, financial knowledge, and financial behaviors.

Although previous research has investigated personality traits and financial well-being

using cross-sectional data, this study employs panel data to test the proposed framework. The
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study's longitudinal design looks at the relationship between financial knowledge and personality
traits with positive financial behaviors and changes in financial well-being throughout time. This
suggests that there is a need for ongoing financial education rather than a one-time intervention.
Literature Review
Financial Knowledge

Lusardi (2008) defined financial knowledge as knowledge of basic financial concepts,
such as the working of interest compounding. Kumar et al. (2023) demonstrated a positive link
between objective financial knowledge and financial well-being. Zulfigar and Bilal (2016)
discovered that objective financial knowledge shows a positive connection with financial well-
being. Objective financial knowledge has become increasingly important because it helps
individuals improve their financial well-being through better financial decision-making and
enhanced financial situations (Garg & Singh, 2018). Researchers executed meta-analyses and
found that studies have shown that both subjective and objective financial knowledge were
positively associated with desirable financial behavior and financial well-being (Hwang & Park,
2022). Other research has demonstrated that individuals with higher general financial knowledge
tended to manage their finances well and build wealth over time (Lone & Bhat, 2022). Prior
research has shown that subjective financial knowledge was positively associated with financial
behaviors and well-being (Riitsalu & Murakas,2019). Additionally, Delafrooz and Paim (2011)
demonstrated that objective financial knowledge was indirectly associated with financial well-
being. Research shows varying results on the connection between financial knowledge and
financial well-being, which suggests further investigation is required to understand their

relationship dynamics.
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Financial Self-efficacy

Bandura (1977) defined self-efficacy as a person’s belief in their ability to succeed at
specific tasks. The literature has different measurements for financial self-efficacy. For example,
Atlas et al. (2019) used subjective knowledge as a measurement of self-efficacy, while Chan et
al. (2017) treated self-efficacy and subjective knowledge as different variables. Financial self-
efficacy was found to be positively associated with better financial management behaviors
(Rothwell & Wu, 2017). They treated financial self-efficacy as a different variable from
subjective financial knowledge and found that people who are confident in their financial ability
are more likely to engage in saving and budgeting. Research by Farrell et al. (2016) indicated
that financial self-efficacy was positively associated with behaviors like saving. They also used a
different definition for financial self-efficacy than subjective financial knowledge. Similarly,
Purwidianti et al. (2022) showed that financial self-efficacy was positively associated with
financial behaviors. They also treated financial self-efficacy and subjective financial knowledge
differently and found that people with higher financial self-efficacy are more likely to save
money. Moreover, Olajide et al. (2023) found that financial self-efficacy was positively
associated with financial satisfaction. They used the definition of financial self-efficacy rather
than subjective financial knowledge. Furthermore, Dare (2022) showed that financial self-
efficacy was positively associated with financial well-being. They also used the definition of
financial self-efficacy instead of subjective financial knowledge for the measurement.
Collectively, this literature highlights that financial self-efficacy is associated with financial

behaviors and well-being.
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Personality Traits

Personality traits are referred to in this dissertation as the Big Five Personality traits
(McCrae & Costa, 1999) and include (a) agreeableness, (b) conscientiousness, (¢) extraversion,
(d) neuroticism, and (e) openness. Agreeableness refers to the degree of cooperativeness
displayed by an individual (McCrae & Costa, 1999). Conscientious people are organized and
disciplined and tend to make rational decisions (McCrae & Costa, 1999). Extraversion is
characterized by individuals maintaining a strong connection with the external world, displaying
enthusiasm, and expressing positive emotions (McCrae & Costa, 1999). Neuroticism reflects an
individual's tendency to experience negative feelings and emotionally react to them (McCrae &
Costa, 1999). Finally, openness refers to the extent to which an individual is open-minded and
willing to engage in new experiences (McCrae & Costa, 1999).

Existing literature has connected personality traits, financial behavior, and financial well-
being. Heo et al. (2018) found that an agreeable personality was associated with a higher
possibility of changing their financial behavior. Similarly, research showed that people who have
high conscientiousness scores tend to experience better financial well-being (Fenton-O'Creevy
& Furnham, 2019). They found that conscientious people are more likely to plan ahead and save,
resulting in less financial stress. Moreover, research has demonstrated that conscientiousness was
positively associated with higher savings, while neuroticism and extraversion were negatively
associated with savings (Fenton-O'Creevy & Furnham, 2023). They found that conscientiousness
was associated with more wealth accumulation. Furthermore, research has shown that
extroverted investors were more likely to exhibit herding and overconfidence, using data from
345 college students who have investment experience (Ahmad et al., 2020). Collectively, those

studies showed how certain personality traits are associated with financial behaviors and well-
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being. While the existing study explored personality traits and financial behaviors and well-being
using cross-section data, this study aims to examine Big Five personality traits together with
financial behaviors and well-being using longitudinal data.
Financial Behaviors

Financial behavior is defined as any human behavior relevant to money management
performed by consumers (Xiao & Kumar, 2023). Prior research showed that financial knowledge
was positively associated with financial behaviors (Khawar & Sarwar, 2021). They found that
people with higher financial knowledge are more likely to budget and save. Similarly, Grohmann
(2018) found that financial knowledge was positively associated with improved financial
behaviors among the Asian middle class. They found that people with higher financial
knowledge are more likely to own savings accounts and life insurance. Moreover, financial self-
efficacy was positively associated with financial behaviors like saving (Farrell et al., 2016). They
found that people with higher financial self-efficacy were more likely to own savings products.
Purwidianti et al. (2022) showed that financial self-efficacy was positively associated with
financial behaviors such as saving Furthermore, Heo et al. (2018) found that an agreeable
personality was positively associated with financial behavior such as saving and budgeting.
Donnelly et al. (2012) found that conscientiousness was associated with positive financial
behaviors such as saving and investing. Those findings indicate that an integrated framework to
examine all those factors is needed.
Financial Well-being

CFPB defines financial well-being as fulfilling present financial obligations and ensuring
future security through choices that boost life satisfaction (CFPB, 2015). The CFPB defines

financial well-being as being influenced by financial behaviors along with financial knowledge
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and personal characteristics (Rajna, 2018). Research showed that financial knowledge was
positively associated with financial well-being (Selvia et al., 2020). Moreover, research has
shown that financial self-efficacy was positively associated with financial well-being (Choung et
al., 2023). They found that people who have high financial self-efficacy are more likely to show
a higher level of financial well-being. Similarly, Dare (2022) showed that financial self-efficacy
was positively associated with financial well-being. Furthermore, Lone and Bhat (2022) also
found positive financial behaviors were positively associated with higher levels of financial well-
being. They found that people who engage in saving and budgeting showed a higher level of
financial well-being. Additionally, Gokhan and Mutlu (2019) found that openness was positively
associated with long-term investment behaviors, resulting in better financial well-being.
Fachrudin et al. (2022) found that people who score high on conscientiousness were associated
with favorable debt behaviors and higher levels of financial well-being. These findings from
existing literature together indicate an integrated framework is needed to connect all those
factors (i.e., financial knowledge, financial self-efficacy, financial behaviors and personality
traits). While existing studies explored finance well-being using cross-section data, this study
aims to contribute to the literature by establishing an integrated framework using longitudinal
data.
CFPB Financial Well-being Framework

CFPB (2015) defines financial well-being as when individuals fulfill financial
responsibilities and protect their financial future while enjoying their personal lifestyle choices.
The Consumer Financial Protection Bureau has underscored that financial well-being stands as
the primary objective of financial knowledge (Utkarsh et al., 2020). Fan and Henager (2021)

used the 2018 National Financial Capability Study data to identify both direct and indirect
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financial well-being determinants. This study adopted the CFPB framework and added personal
characteristics by using personality traits from the Big Five to the framework to account for
Albert Bandura's (1999) Social Cognitive Theory (SCT), which indicates that personal
characteristics merge with environmental factors and behavior patterns to produce specific
outcomes. This assumption supports the link between personality traits and financial behaviors.
Furthermore, SCT can be considered an example of instrumental theories of personality traits,
which suggests that individuals’ choices and self-regulatory behaviors mediate the link between
personality traits and specific outcomes (McCrae & Costa, 1991), making the case that there is a
link between personality traits and financial well-being.

Personal characteristics merge with environmental factors and behavior patterns to
produce specific outcomes (Bandura, 1999). SCT emphasizes the interaction between people,
their behavior, and their environments in shaping behaviors (Bandura, 1999). Heo et al. (2018)
found that agreeable personality was positively associated with financial behavior. They found
that agreeable people are more willing to change their behavior, while Donnelly et al. (2012)
found that conscientious people were associated with positive financial behaviors. They found
that conscientious people are more active in managing their money. These findings indicate that
personality traits are associated with financial behaviors.

McCrae and Costa (1991) proposed that instrumental theories establish an indirect
connection between personality and subjective well-being (SWB) through the choice of
situations or the experience of life events, consequently associated with the levels of positive
affection they experience. Extraverts, for example, may choose and engage in more social and
financially interactive activities (Kritzler et al., 2020). Conscientious people might develop

effective coping mechanisms to deal with stress and challenges (Hampton, 2012). Through the
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lens of McCrae and Costa’s instrumental theories (1991) and Albert Bandura's Social Cognitive
Theory (1999), financial well-being can be seen as a result of cumulative financial behaviors
influenced by personality traits.

Drawing from the above, this study proposed an integrated framework (Figure 3.1) and
examined the framework using longitudinal data. This framework captures the relationship

between personality traits, financial knowledge, and change in financial well-being.

Personality Traits J
Financial Wellbeing i
Financial Knowledge » Financial Behaviors ——— | Initial Level ‘ I
i | Slope ‘ i

Financial Self-efficacy

Figure 3.1 Conceptual Framework

Therefore, this study tested the following hypotheses:

Hypothesis la: Personality traits are significantly associated with financial behaviors.
Hypothesis 1b: Personality traits are significantly associated with the initial level of
financial well-being.

Hypothesis 1c: Personality traits are significantly associated with the slope of financial
well-being.

Hypothesis 2a: Financial knowledge is positively associated with financial behaviors.
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Hypothesis 2b: Financial knowledge is positively associated with the initial level of
financial well-being.
Hypothesis 2¢: Financial knowledge is significantly associated with the slope of financial
well-being.
Hypothesis 3a: Financial self-efficacy is positively associated with financial behaviors.
Hypothesis 3b: Financial self-efficacy is positively associated with the initial level of
financial well-being.
Hypothesis 3c: Financial self-efficacy is significantly associated with the slope of
financial well-being.
Hypothesis 4a: Financial behaviors are significantly associated with the initial level of
financial well-being.
Hypothesis 4b: Financial behaviors are significantly associated with the slope of financial
well-being.
Hypothesis 5a: Personality traits are indirectly associated with financial well-being
through financial behaviors.
Hypothesis 5b: Financial knowledge is indirectly associated with financial well-being
through financial behaviors.
Hypothesis 5c: Financial self-efficacy is indirectly associated with financial well-being
through financial behaviors.

Methodology

Data
The data utilized in this study is sourced from surveys administered by the Understanding

America Study—a longitudinal panel survey managed by the Center for Economic and Social
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Research (CESR) at the University of Southern California. Designed to capture information from
a nationally representative sample of American households and individuals, the survey seeks to
enhance our understanding of social, economic, and health issues prevalent in the country.
Conducted through online surveys, participants engage in a comprehensive array of
questionnaires covering aspects like education, employment, health, financial well-being, and
family dynamics. This study used data from four waves of surveys conducted in the years 2014,
2016, 2019, and 2021. Financial knowledge, financial self-efficacy, financial behaviors, and
personality traits were from the 2014 survey. Financial well-being used three waves of data from
2016, 2019, and 2021. The final sample size is 2,548. The codebook for studying variables can
be found in appendix A.
Measurement
Financial Well-being

The 10-item CFPB Financial Well-being Scale was used to measure financial well-being.
Financial well-being used three waves of data from 2016, 2019, and 2021. The financial well-
being score ranged from 0 to 100. The financial well-being scale included items like (a) “I could
handle a major unexpected expense,” (b) “I am securing my financial future,” and (c) “I can
enjoy life because of the way I’'m managing my money.” The answer for each question ranged
from 1 = Not at all to 5 = Completely. The final score was summed up with the answer to each
question, and then a scoring worksheet (CFPB, 2012) was used to convert it to a score between 0
and 100.
Financial Knowledge

Financial knowledge was measured by 14 questions to evaluate knowledge in areas such

as the stock market, interest rates, and other financial subjects. The financial knowledge variable
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came from the 2014 survey. It included item questions like, “Suppose you had $100 in a savings
account, and the interest rate was 20% per year, and you never withdraw money or interest
payments. After 5 years, how much would you have on this account in total?”. If answered
correctly, 1 point is assigned for each question. The items were summed, and the total score of
the measure ranged from 0 to 14.
Financial Self-efficacy

Financial self-efficacy was measured by the question, “How confident do you feel in your
ability to make financial decisions?” The response options ranged from 1 = not at all confident to
11 = very confident. It gives a subjective assessment of one’s confidence in financial ability.
Financial self-efficacy came from the 2014 survey.
Financial Behaviors

Financial behaviors were measured by ten questions to capture both immediate financial

decisions and long-term practices essential for enduring financial health. One item asked, “Did

you pay your bills on time in the past 12 months?” The answer is 1 if yes, 0 if no. Another
question asked, “Did you have a savings account?” The answer is coded as 1 if yes and 0 if no.
The items were summed, and total scores ranged from 0 to 10. Financial behaviors came from
the 2014 survey.
Big Five Personality Traits

The Big Five Inventory (BFI) was used to measure personality traits. Each personality
trait (i.e., extraversion, agreeableness, conscientiousness, neuroticism, openness) was measured
by a set of items for the BFI. Personality traits came from the 2014 survey. The study required
participants to respond to specific questions about each personality trait. Each question provides

response options from 1 = Disagree strongly to 5 = Agree strongly. For example, the extraversion
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section included eight items. One question asked: “I perceive myself as a person who enjoys
speaking to others”. The score for extraversion ranges from 8 to 40. Agreeableness included nine
items. An example of one of the items was, “Is helpful and unselfish with others.” Agreeableness
ranges from 9 to 45. The conscientiousness section (nine items) included an item like “Does a
thorough job.” Conscientiousness ranges from 9 to 45. The neuroticism section included eight
items. One of the items was “Is depressed, blue.” Neuroticism ranges from 8 to 40. Openness
included ten items. An example of an openness item was, “Is original, comes up with new ideas.”
Openness ranges from 10 to 50
Control Variables

Age was categorized into three groups: 18 to 34 years old, 35 to 54 years old (reference
group), and above 55 years old. Gender, marital status, race, and education were dichotomously
coded. Gender was coded as 1 if female and 0 if male. Marital status was coded as 1 if married
and 0 if not. Race was coded as 1 for White and 0 for all others. Education was coded as 1 if one
obtained a bachelor s degree or higher. Household income was categorized into three groups: (a)
less than $40,000, (b) $40,000 to $75,000 (reference group), and (c) $75,000 and above.

Cognitive abilities (UAS, 2025) were included as a control measure because cognitive
ability was widely used as a control variable in the social sciences (Junker et al., 2012).
Gladstone and Barrett (2023) showed that subjective financial well-being was linked to cognitive
ability in adulthood. Bai (2022) indicated that cognitive ability tends to be associated with
subjective well-being. In this study, ognitive abilities were measured by the Woodcock-Johnson
test sets (UAS, 2024). The tests were created to assess the respondent's vocabulary and number
series. Each set consists of 15 items that are scored either correctly or incorrectly on a

dichotomous scale. The final score ranged from 0 to 100.
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Data Analysis

Latent Growth Curve Models (LGCs) were used to examine the proposed framework.
LGCs are particularly well-suited for the analysis of data collected at multiple time points from
the same individuals. Latent growth curve modeling (LGM) is one application of structural
equation modeling to the analysis of change (Preacher, 2018). The analysis was performed using
Mplus with maximum likelihood techniques. The Comparative Fit Index (CFI), Normative Fit
Index (NFI), and Root Mean Square Error of Approximation (RMSEA) were provided for model
evaluation. To demonstrate a well-fitting model, the CFI and NFI values are expected to be close
to or greater than .95, and the RMSEA should be less than .06, as recommended by Hu and
Bentler (1999).

Latent growth curves (LGCs) were estimated while controlling an individual's cognitive
ability at each measurement. Demographic variables were later added as control variables.
Control variables were added to paths to financial behaviors and financial well-being. It
estimated how an individual's financial well-being changed from 2016 to 2021. The linear
growth curve equation, expressing the trajectory of financial well-being for each individual, is as
follows:

FWB = 1y + I1;(Time) + I, (Cognitive Ability) + €

The last three waves of data were used to measure the slope of financial well-being.
Latent growth curve modeling is one application of structural equation modeling to the analysis
of change (Preacher, 2018). For the indicators measuring each initial level, factor loadings were
uniformly set to 1. Regarding the latent linear slope (representing time), factor loadings were
assigned values of 0, 3, and 5 for the three subsequent assessment time points. While the initial

level and rate of change in each individual's financial well-being trajectory may differ, these
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factors are amalgamated to establish an average initial level with variance and an average rate of
change, also with variances, across the entire sample. The mean for the rate of change describes
the average change across individuals over time. Population variances for the parameters of
change reflect interindividual variations in rates of change, suggesting the existence of different
rates of change among sample members when there is significant variance in a change parameter.

After controlling demographic factors, this study used objective financial knowledge,
subjective financial knowledge (i.e., financial self-efficacy), and the Big Five Factors of
personality to predict the growth parameters of financial well-being. The following is a
representation of the second-level equation for the inter-individual differences in the initial level
(ITy) and the rate of change (I1;):
My = Boo + Bo1(OFK) + Lo, (FSE) + Bo3(Big Five) + B ... (Controls) + {;
I; = Bio + B11(OFK) + B, (FSE) + B13(Big Five) + B ... (Controls) + {,
Results
Descriptive Statistics

The dataset presented a detailed overview of various cognitive, financial, personality, and
demographic characteristics. Among key variables, financial knowledge, with a mean of 9.73 and
a standard deviation of 3.20, reflecting participants’ varying levels of familiarity with financial
concepts. Financial well-being, an indicator of participants' perceived economic security and
comfort, had a mean of 55.72 and a wider standard deviation of 13.00, suggesting greater
diversity in financial satisfaction among the sample. Personality traits were measured across five
dimensions: extroversion, agreeableness, conscientiousness, neuroticism, and openness. These
traits presented mean values ranging from 21.70 for neuroticism, indicating lower average levels

of this trait in the sample, to 36.24 for conscientiousness, suggesting a tendency toward
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organized and responsible behavior. Extroversion had a mean of 25.72, while agreeableness and
openness had a mean of 35.84 and 35.51, respectively. Each trait exhibited moderate variation, as
reflected in standard deviations from 5.33 to 6.48, indicating diversity in personality across the
sample. The demographic profile showed a balanced age distribution, with the largest
proportions in the 35-54 (41.9%) and 55+ (42.3%) age groups, while the younger group (18-34)
represented 15.8% of the sample. Females made up 57.9% of the sample, and a majority (61.7%)
reported being married. Racially, the sample was predominantly White (83.6%), and 38.7% had
attained at least a bachelor’s degree, indicating a relatively educated group. Household income
levels were spread across three categories, with 30.7% earning below $40,000, 29.4% earning
between $40,000 and $75,000, and 39.9% earning above $75,000, indicating a range of income
levels. Cognitive ability showed a mean score of 51.28 with a standard deviation of 8.61,
indicating moderate variation within this sample's cognitive ability levels. This demographic and
income data, combined with individual differences in financial behaviors, knowledge, and well-
being, provided a comprehensive view of the sample's socioeconomic and psychological
diversity, useful for analyzing relationships across financial and personality variables.

Table 3.1 Descriptive Statistics (N = 2,548)

Variable Mean S.D.
Cognitive ability 51.28 8.61
Extroversion 25.72 6.24
Agreeableness 35.84 5.38
Conscientiousness 36.24 5.33
Neuroticism 21.70 6.48
Openness 35.51 6.30
Financial knowledge 9.73 3.20
Financial self-efficacy 9.12 1.82
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Financial behaviors 2.94 1.52

Financial well-being 55.72 13.00
Demographics Frequency
Age

18-34 15.8%

35-54 41.9%

55+ 42.3%
Female 57.9%
Married 61.7%
White 83.6%
Bachelor's degree and higher 38.7%

Household Income

<40k 30.7%
40-75k 29.4%
75k+ 39.9%

Latent Growth Curves Results

Three waves of data were used to assess changes in financial well-being over time (2016,
2019, and 2021). This study first estimated a univariate linear growth curve model. The mean
and variance of the intercept were 39.258 (¢ = 26.150) and 135.502 (¢ = 26.569), respectively,
while the slope's mean and variance were 0.115 (¢ =0.415) and 2.509 (¢ = 5.583). These findings
suggested a modest but statistically significant increase in financial well-being on average from
2019 to 2023. In extending our analysis, this study incorporated personality traits, financial
knowledge, financial self-efficacy, financial behaviors, and demographic controls (age, income,
and education) to adjust the cognitive ability-adjusted growth curve model for financial well-
being. This approach aimed to explain variation in initial financial well-being levels and

intraindividual changes. The overall model demonstrated a good fit to the data, with CF1 = 0.999,
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TLI=0.997, RMSEA =0.011, SRMR = 0.011, and ¥*(24) = 31.866. Unless otherwise indicated,
all reported coefficients are statistically significant at p < 0.05. Figure 3.2 shows the path

diagram with model results.
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Figure 3.2 LGC Model Results

The analysis revealed several significant relationships between demographic factors—
such as age, education, and income—and financial behaviors, showing how these background
factors shape individuals' financial actions. Specifically, individuals with higher education levels
and incomes demonstrated more positive financial behaviors, potentially due to greater access to
financial resources and knowledge, as well as the influence of stable, long-term economic

positions. Financial knowledge emerged as a strong positive predictor of financial behaviors (p =
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0.069, p <0.001). This finding highlighted that individuals with a solid understanding of
financial principles were better equipped to make informed financial decisions. Moreover,
financial self-efficacy was positively associated with positive financial behaviors (B = 0.131, p <
0.001). Furthermore, personality traits like agreeableness (B =-0.011, p < 0.05), neuroticism (p =
-0.022, p <0.001), and openness (f =-0.010, p < 0.05) showed a negative association, while
conscientiousness demonstrated a positive association (f =0.018, p <0.01). This finding
indicates that conscientious individuals are more likely to engage in prudent financial behaviors.
Financial behaviors were found to be positively related to the initial level of financial
well-being (B = 0.341, p < 0.001). Financial self-efficacy was also positively associated with the
initial level of financial well-being (B = 0.125, p <0.001), suggesting that confidence in financial
decision-making contributes to higher baseline well-being. However, financial self-efficacy was
negatively associated with the slope of financial well-being over time (f =-0.053, p <0.01),
meaning that individuals with higher self-efficacy experience stability rather than a significant
improvement in their financial well-being as time progresses. Personality traits also contribute
meaningfully to financial well-being. Extroversion was positively associated with the initial level
of financial well-being (f = 0.007, p <0.01), suggesting that more extroverted individuals might
experience higher baseline well-being. Neuroticism, on the other hand, was negatively related to
initial levels of financial well-being (B =-0.018, p <0.001), reflecting the tendency of more
neurotic individuals to experience lower baseline financial well-being. Conscientiousness was
positively associated with the slope of financial well-being ( = 0.011, p < 0.05). This finding
suggested that those with higher conscientiousness see gradual improvements in their financial
well-being over time. Table 3.2 provides a detailed overview of the results from the latent growth

curve models.
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Table 3.2 Latent Growth Curves Results (N = 2,548)

Std. Coef. p Sig.
Path
To FB, from
Age 0.011 0.000 *xx
Female -0.024 0.676
White 0.109 0.125
Education 0.061 0.003 *x
Income 0.467 0.000 ikl
Financial Knowledge 0.069 0.000 il
Financial self-efficacy 0.131 0.000 il
Extroversion 0.001 0.983
Agreeableness -0.011 0.047 *
Conscientiousness 0.018 0.001 *x
Neuroticism -0.022 0.000 ikl
Openness -0.010 0.028 *
Initial Level Slope
Std. Coef. p Sig. Std. Coef. p Sig.
To FWB, from
Financial Behaviors 0.341 0.000 falekal -0.024 0.225
Financial Knowledge 0.010 0.182 -0.010 0.390
Financial self-efficacy 0.125 0.000 Fxk -0.053 0.001 **
Extroversion 0.007 0.012 * -0.001 0.788
Agreeableness -0.005 0.171 0.001 0.844
Conscientiousness 0.004 0.266 0.011 0.047 *
Neuroticism -0.018 0.000 foleie -0.002 0.709
Openness -0.004 0.144 0.001 0.749

Note: *p < 0.05. **p < 0.01. ***p < 0.001.
FWB = Financial Well-being; FB = Financial Behaviors.
Model fit: 2 (24) = 31.866, RMSEA = 0.011, SRMR = 0.011, CFI = 0.999, TLI = 0.997.
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Table 3.3 presents the indirect results and total effects. Conscientiousness (B = 0.006, p <
0.001) was found to be positively and indirectly associated with financial well-being via
financial behaviors. On the other hand, agreeableness ( = -0.004, p < 0.05), neuroticism (f = -
0.008, p <0.001), and openness (B =-0.003, p < 0.05) were negatively and indirectly associated
with financial well-being through financial behaviors. Moreover, financial knowledge (f = 0.023,
p <0.001) and financial self-efficacy (B = 0.045, p < 0.001) were positively and indirectly
associated with financial well-being via financial behaviors.

Table 3.3 LGC Indirect Results (N = 2,548)

Indirect effect

Paths Std. Coef. Std. Err. p Sig.

To FB, FWB, from

Extraversion 0.001 0.002 0.983
Agreeableness -0.004 0.002 0.047 *
Conscientiousness 0.006 0.002 0.001 *x
Neuroticism -0.008 0.002 0.000 *x
Openness -0.003 0.001 0.028 *
Financial Knowledge 0.023 0.004 0.000 ok
Financial self-efficacy 0.045 0.005 0.000 ok
Total effect

To FWB, from
Extraversion 0.007 0.003 0.027 *
Agreeableness -0.008 0.004 0.031 *
Conscientiousness 0.010 0.004 0.011 *x
Neuroticism -0.026 0.003 0.000 ok
Openness -0.007 0.003 0.020 *
Financial Knowledge 0.033 0.008 0.000 ok
Financial self-efficacy 0.170 0.010 0.000 ok
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Note: * p <.05. ** p <01. *** p <001.
FWB = Financial Well-being; FB = Financial Behaviors.

For total effects, extraversion (f = 0.007, p < 0.05) and conscientiousness (f = 0.010, p <
0.01) were positively associated with financial well-being. In contrast, agreeableness ( = -0.008,
p <0.05), neuroticism ( =-0.026, p < 0.001), and openness (f = -0.007, p < 0.05) were
negatively associated with financial well-being. Furthermore, financial knowledge (B = 0.033, p
< 0.001) and financial self-efficacy (B = 0.170, p < 0.001) were positively associated with
financial well-being.
Discussion

Hypothesis 1a was partially supported. It demonstrated a significant connection between
financial behaviors and personality traits. Conscientiousness was found to be positively
associated with positive financial behaviors, while agreeableness, neuroticism, and openness
were negatively associated with positive financial behaviors. Extraversion showed no
meaningful relationship with financial behaviors. Potential suppressor effects might explain why
there is no significant association between extraversion and financial behaviors. Similarly,
Hypotheses H1b and H1c were partially supported. Extraversion was positively associated with
the starting point of financial well-being. People who scored high on conscientiousness tend to
achieve better financial well-being over time. Openness showed no significant relationship with
financial well-being. Potential suppressor effects may explain why this relationship does not
exist. Moreover, people who exhibited high levels of neuroticism tend to experience diminishing
financial well-being. These findings align with a prior study that conscientiousness was
positively associated with higher savings, while neuroticism was negatively associated with

savings (Fenton-O'Creevy & Furnham, 2023).
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Hypothesis H2a was also supported. This research showed that an individual's financial
behaviors positively correlate with their financial knowledge. Individuals who possessed high
levels of financial understanding tend to show better financial behaviors. Multiple research
studies confirm this relationship through evidence of strong positive relationships between
financial knowledge and behaviors, such as retirement planning and wealth building (Lusardi &
Mitchell, 2011; Bruggen et al., 2017; Netemeyer et al., 2018). For instance, Hastings et al. (2013)
demonstrated that people with extensive financial knowledge achieve superior financial results.
Research confirmed hypotheses H2b and H2¢, which show that financial knowledge correlates
positively to both the starting point and growth rate of financial well-being. People with higher
financial knowledge begin their paths with significant advantages that create a more secure basis
for financial well-being. Financial knowledge was positively associated with financial well-being
(Garg & Singh, 2018). This finding suggests that policymakers need to fund financial education
programs to enable people to acquire essential skills for making informed financial decisions,
which will lead to improved financial well-being.

The empirical evidence supported Hypothesis H3a, demonstrating that financial self-
efficacy was positively associated with financial behaviors. Individuals who possess high levels
of financial self-efficacy tended to demonstrate positive financial behaviors. The research
demonstrated why financial empowerment must be developed through customized educational
programs. Similarly, Hypothesis H3b and H3c were supported by evidence that financial self-
efficacy was positively related to both the starting point and the progression rate of financial
well-being. Individuals who possess strong financial self-efficacy started with higher financial

well-being levels and maintained this stability over time. Building financial self-efficacy stands
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out as an essential approach to achieving sustained financial well-being (Riitsalu &
Murakas,2019).

Hypothesis H4a was also supported, showing that financial behavior has a positive
correlation with financial well-being. The study results revealed that people who demonstrate
positive financial behaviors showed improved levels of financial well-being. The positive link
between financial behaviors and well-being showed why we need to promote healthy financial
habits through educational programs and support systems (Hwang & Park, 2022). Moreover,
Hypothesis 5a received support. It showed personality traits are indirectly associated with
financial well-being through financial behaviors. People who scored high on conscientiousness
were associated with positive financial behaviors and, in turn, better financial well-being.
Similarly, Hypothesis 5b was supported. Financial knowledge was indirectly associated with
financial well-being through financial behaviors. Furthermore, Hypothesis 5¢ was supported.
Financial self-efficacy was indirectly associated with financial well-being via financial
behaviors. Those with higher levels of financial knowledge and self-efficacy were associated
with positive financial behaviors and, in turn, better financial outcomes. Individuals possessing
greater financial knowledge and confidence displayed positive financial behaviors, resulting in
improved financial well-being. Prior study research has similar findings. Delafrooz and Paim
(2011) demonstrated that financial knowledge was indirectly associated with financial well-
being. Collectively, those findings suggested that the proposed framework explained the
relationship between personality traits, financial knowledge, financial behaviors, and financial

well-being.

72



Implications

This study has several implications. The study revealed that people with higher financial
self-efficacy displayed a greater tendency to perform positive financial behaviors than those with
lower levels of financial self-efficacy. The results indicated that enhancing financial knowledge
alongside financial self-efficacy will likely lead to better financial well-being. Policymakers can
design education programs that promote both financial knowledge and self-efficacy to encourage
positive financial behaviors. Moreover, those who adopted positive financial behaviors
experienced better financial well-being. Policymakers can advance positive financial behavior
through the implementation of incentives like tax benefits that reward these actions. The results
of this study provide important insights for policymakers and financial professionals as well as
people who want to enhance their financial health.

Programs designed to match personality characteristics with specific interventions can
enhance their success because people who exhibit greater neuroticism can gain from financial
stress management techniques, and people with high conscientiousness respond positively to
goal-setting and budgeting resources. The significant role of financial self-efficacy and
knowledge in determining financial well-being demonstrates that accessible financial education
programs should teach financial knowledge and strengthen confidence in financial decision-
making.

Limitations and Future Research

One of the limitations of this study is that the potential suppression effect of Big Five
personality traits was not examined. Future research can delve into the suppression effect of the
big five personality traits in the context of financial well-being. Another limitation is that this

study used secondary data. Future research can use primary data to design variable questions that
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better capture the variables used. Moreover, this study did not examine any moderating effects of
those factors. Future research can test the potential moderating effects of those personality trait
factors. Future research can use the framework proposed by this study to examine the
relationship between personality traits and financial well-being. They can also use theories used
in this study to support their research.
Conclusion

This research utilized a panel dataset to evaluate the proposed framework that links
personality to financial well-being using longitudinal data. This study examined the mediating
effect of financial behaviors. Overall, the study's findings showed that personality traits and

financial knowledge had a direct or indirect link to financial well-being.
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Chapter 4
A Framework for Materialism and Financial Well-being
Introduction

The belief that material possessions determine happiness and success strongly influences
how individuals make financial decisions. Lucic et al. (2021) showed that materialistic people
tend to focus on current spending instead of developing future financial plans. Individuals who
reject materialistic ideals and maintain moderate attitudes toward wealth tend to adopt practices
that promote financial accountability (Nye & Hillyard, 2013). These people build financial
security by focusing on saving money alongside budgeting and investing practices.

Financial socialization is important for one’s financial well-being. The financial
behaviors and beliefs people develop early in life come from interactions with their friends and
family (Zhao & Zhang, 2020). For example, people who mature in surroundings that associate
wealth with success and highly value material possessions tend to develop materialistic values
and show patterns of unhealthy financial behavior (Arofah et al., 2018). They found people with
high materialism scores are more likely to engage in compulsive buying.

Moreover, financial capability holds a substantial influence on this financial equation.
Xiao and colleagues (2014) defined financial capability as the ability to apply appropriate
financial knowledge and perform desirable financial behaviors to achieve financial well-being.
People who score highly in financial capability demonstrate superior decision-making skills
when dealing with financial matters (Sirsch et al., 2019). Individuals who understand budgeting

and saving principles demonstrate superior investment strategies and maintain better financial
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resilience against hardships. Earlier studies demonstrated that financial capability diminishes the
harmful impact of materialistic attitudes on financial conduct (Khan et al., 2024). People who
have strong financial capabilities can overcome materialistic tendencies, which lead to
consumption and immediate gratification by making well-informed financial decisions.

While there are some studies on materialism and financial behaviors or materialism and
financial well-being, this study aims to fill gaps in the literature by proposing a framework that
connects materialism, financial socialization, and financial capability to financial behaviors and
financial well-being. This study offers important insights for policymakers. For example,
financial education programs can teach people with higher scores on materialism the benefit of
long-term planning to prevent irresponsible spending for immediate satisfaction. Policymakers
can make financial education advancement and positive financial socialization their main
priorities to enhance people's financial health. Through understanding and addressing the
foundational causes of unhealthy financial behaviors, people can obtain the necessary tools to
reach improved financial well-being.

Literature Review
Materialism

Belk (1984) defined materialism as the importance a consumer attaches to worldly
possessions. The literature has demonstrated a connection between materialism and financial
behaviors. For example, Pangestu and Karnadi (2020) showed that impulse buying functions as
an intermediary factor connecting financial behavior with materialism. They found that people
with high materialism are less likely to save. Research indications from various populations,
such as college students (Gong & Zheng, 2022), indicated that materialism is associated with

financial behaviors across different life contexts. They found that students with high materialism
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values are more likely to shop online. Moreover, Chan and colleagues (2020) examined how
materialism was associated with financial behaviors in situations involving health challenges.
Furthermore, despite these contributions, the relationship between materialism and financial
behaviors is not clear. Former research has shown inconsistent associations between financial
knowledge, materialism, and financial behavior, necessitating further study to examine
materialism's effects on financial behaviors (Yudha & Pradana, 2022). For instance, Arofah
(2018) found a positive relationship between materialism and financial behaviors, while Lucic et
al. (2021) did not find a correlation between the two. Other research has shown that materialism
is positively associated with conspicuous consumption (Lee et al., 2021). They found that
materialistic people are more likely to buy luxury brands' products. Potrich and Vieira's research
(2018) showed that financial literacy level is negatively associated with materialism. This study
aims to fill some gaps by examining the influence of materialism on financial behaviors together
with other factors.
Financial Socialization

Danes (1994) defined financial socialization as the process of acquiring and developing
values, attitudes, standards, norms, knowledge, and behaviors that contribute to financial
viability and individual well-being. Gudmunson and Danes (2011) introduced a framework that
embeds family financial socialization within personal finance. Research on financial
socialization has indicated its connection to financial behaviors. For example, multiple studies
have investigated the impact of financial socialization on financial behaviors (LeBaron-Black et
al., 2022; Zhao & Zhang, 2020). The study by Zhao and Zhang (2020) showed how financial
socialization was positively associated with financial behavior and financial well-being. They

found that people with higher financial socialization scores are more likely to show desirable
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financial behaviors, such as saving and credit management. Similarly, LeBaron-Black et al.
(20220) indicated that financial socialization was positively associated with financial behaviors.
Beyond these findings, research has demonstrated that financial socialization is associated with
youth behaviors such as saving behavior (Kagotho et al., 2017). They found that children who
grow up in families that socialize with their children around money are more likely to save
money. Moreover, research conducted by Ameliawati and Setiyani (2018) further indicated
financial knowledge acts as a mediating factor between financial socialization and financial
behavior. Similarly, Sun et al. (2022) found that higher financial knowledge, together with higher
financial socialization, was associated with positive financial behaviors. Additionally, Mohamed
(2017) indicated that financial socialization was positively associated with the financial well-
being of young workers. Despite those findings, this study aims to provide more insight by
connecting financial socialization with not only financial behaviors and financial well-being but
also materialism and financial capability.
Financial Capability

Financial capability refers to the ability to translate financial knowledge and decent
financial behaviors into achieving financial wellness (Xiao & O’Neill, 2016). Taylor (2010)
further described financial capability as linking the skills you need to manage savings and
consumption. Research demonstrated that financial capability was positively associated with
financial behaviors (Ramli et al.,2022). They found that people with high financial capability are
more likely to engage in saving and investing. Similarly, Wulandari (2022) also found that
financial capability was positively associated with financial behavior, such as saving. Moreover,
financial capability was associated with financial socialization and financial behaviors (e.g.,

saving and investing) (Sun et al., 2022). They found that people with high financial socialization
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are more likely to show high financial capability. Additionally, Ameliawati and Setiyani (2018)
indicated that financial capability plays a mediating role in financial socialization and financial
behaviors. Collectively, those studies showed how financial capability is associated with
financial behavior and well-being. This study will contribute to the literature by examining
financial capability in a comprehensive framework.
Financial Behaviors

Financial behavior was defined as any human behavior relevant to money management
(saving and investing) performed by consumers (Xiao & Kumar, 2023). As recognized in the
literature above, there are many factors that inform individuals’ financial behaviors. Research
indicated that materialism was associated with financial behaviors among college students (Gong
& Zheng, 2022). Prior research showed that financial knowledge was positively associated with
financial behaviors (Khawar & Sarwar, 2021). Moreover, research showed financial socialization
was positively associated with financial behavior (Zhao & Zhang, 2020). Similarly, LeBaron-
Black et al. (20220) found that financial socialization was positively associated with financial
behaviors. Furthermore, Ramli et al. (2022) demonstrated that financial capability was positively
associated with financial behaviors. Sawitri and Arifin (2021) found that financial capability was
also associated with positive changes in financial behavior. Those findings indicate that an
integrated framework is needed to examine all those factors is needed.
Financial Well-being

The Consumer Financial Protection Bureau defines financial well-being as individuals
who can meet their financial obligations and secure their financial future while enjoying their
personal lifestyle choices (CFPB, 2015). Arofah et al. (2018) found that materialism was

associated with irresponsible financial behaviors, resulting in negative financial outcomes.
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Similarly, research found that financial well-being was negatively associated with materialism in
situations involving health challenges (Chan et al., 2020). Moreover, research has shown that
financial socialization is positively associated with financial well-being through financial
behaviors (Zhao & Zhang, 2020). They found that people with higher financial socialization are
more likely to participate in behaviors like savings and credit management. As a result of those
positive financial behaviors, people have high financial well-being levels. Furthermore, Lone and
Bhat (2022) also found positive financial behaviors were positively associated with higher levels
of financial well-being. They found that people who engaged in financial behaviors like saving
and retirement planning were more likely to be associated with higher level of financial well-
being. Additionally, research showed that financial knowledge was positively associated with
financial well-being (Selvia et al., 2020). Collectively, these studies indicate that an integrated
framework is needed to explore the relationship between materialism, financial socialization,
financial capability, financial behaviors, and financial well-being.
Theoretical Framework

According to Albert Bandura's (1999) Social Cognitive Theory (SCT), personal
characteristics merge with environmental factors and behavior patterns to produce specific
outcomes. The SCT emphasizes the interaction between people (i.e., personal factors), their
behavior, and their environments in shaping behaviors (Bandura, 1999). People with a high value
on material possessions tend to develop materialistic values and show patterns of unhealthy
financial behavior (Arofah et al., 2018). Through interactions with family members, peers, and
media exposure, people learn money management as part of financial socialization (Zhao &
Zhang, 2020). SCT highlights reciprocal determinism, where financial behaviors and

socialization experiences influence one another (Bandura, 1999).
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Financial capability is the combination of knowledge, skills, and confidence needed to
manage finances effectively (Taylor, 2010). A strong sense of self-efficacy in financial matters
(e.g., confidence in budgeting or saving) stems from mastery experiences (e.g., successfully
managing money) and vicarious learning (e.g., observing successful financial behaviors in role
models). In a financial context, SCT explains that financial behaviors are outcomes of personal
factors and environmental factors. Positive financial behaviors (e.g., saving regularly, paying off
credit card balance each month, having a savings account, etc.) lead to improved financial well-

being. Figure 1 illustrates the conceptual framework shaped by SCT and designed for this study.

Materialism
¥ ¥
Financial - Financial N Financial
Socialization Behaviors Well-being

Financial
Capability

Figure 4.1 Conceptual Framework

Based on the conceptual framework, this study examined the following hypotheses:
Hla: Materialism is significantly associated with an individual’s financial behaviors.

H1b: Materialism is significantly associated with an individual’s financial well-being.
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H2a: Financial socialization is significantly associated with an individual’s financial
behaviors.

H2b: Financial socialization is significantly associated with an individual’s financial
well-being.

H2c: Financial socialization is significantly associated with materialism.

H2d: Financial socialization is significantly associated with an individual’s financial
capability.

H3a: Perceived financial capability is significantly associated with an individual’s
financial behaviors.

H3b: Perceived financial capability is significantly associated with an individual’s
financial well-being.

H4: Financial behaviors are significantly associated with an individual's financial well-
being.

H5a: Materialism is indirectly and significantly associated with an individual’s financial
well-being through financial behaviors.

H5b: Financial socialization is indirectly and significantly associated with an individual’s
financial well-being through financial behaviors.

H5c: Perceived financial capability is indirectly and significantly associated with an
individual’s financial well-being through financial behaviors.
Methodology
Data

This study used data from the National Financial Well-Being Survey (CFPB, 2017). The

National Financial Well-Being Survey presents a comprehensive overview of the financial
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landscape in the United States, offering detailed insights into the levels and distribution of
financial well-being among the adult population. The report delves into various subgroups,
categorizing them based on individual characteristics, household and family features, income and
employment specifics, savings and safety nets, financial experiences, financial behaviors, skills,
and attitudes. To ensure a representative sample, the survey captured data from the adult
population aged 18 and older across all 50 U.S. states and Washington, D.C (CFPB, 2017). The
survey sample was carefully drawn from the GfK KnowledgePanel, a recruited sample
intentionally crafted to mirror the national demographic composition of U.S. households. The
final sample size for this study is 5,971 participants. The codebook for studying variables can be
found in appendix B.
Measurement
Financial Well-Being

The 10-item CFPB Financial Well-being Scale was used to measure financial well-being.
The financial well-being scale included item questions like “I could handle a major unexpected
expense.” The answers to each question ranged from 1 = not at all to 5 = completely. Another
question asked was, “I have money left over at the end of the month.” The response options
ranged from 1 = never to 5 = always. A worksheet (CFPB, 2012) was used to convert the score to
100. Each participant received a score from 0 to 100.
Financial Behaviors

Financial behaviors were measured by eight questions that captured positive financial
practices. For example, one question asked the participants, “Did you pay off your credit card

balance in full each month?” The answer was coded as 1 if yes and 0 if no. Another question
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asked, “Did you have a checking or savings account?” The answer is 1 if yes and 0 if not. The
final score was created by summing the eight items, ranging from 0 to 8.
Materialism

Materialism was measured by Richins' (1992) three-item Material Values Scale. An
example of one of the items asked, “I admire people who own expensive homes, cars, and
clothes.” The response options ranged from 1 = strongly disagree to 5 = strongly agree. Another
item asked, “The things I own say a lot about how well I’'m doing in life.” The response options
ranged from 1 = strongly disagree to 5 = strongly agree. A confirmatory factor analysis was
performed to evaluate the latent construct. The factor loadings are .843, .772, and .853.
Financial Socialization

Financial socialization was assessed using a set of seven items. These items aimed to
capture how various external sources, such as family, peers, and societal norms, influence
participants' beliefs about financial practices. For example, one question asked, “...discussed
family financial matters with me.” The answer is coded as 1 if yes and 0 if no. Another question
asked, “...spoke to me about the importance of saving.” The answer is coded as 1 if yes and 0 if
no. The final score for financial socialization ranges from 0 to 7.
Perceived Financial Capability

Based on CFPB’s report (2016), perceived financial capability was measured by
subjective financial knowledge, the ability to achieve financial goals, and practical financial
skills. The question for subjective knowledge asked, “How would you assess your overall
financial knowledge?” The answer ranges from 1 = very low to 7 = very high. Another item
referred to how confident someone was in their ability to achieve their financial goals. More

specifically, the item was worded, “How confident are you in your own ability to achieve
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financial goals.” The answer ranges from 1 = not at all confident to 4 = very confident. The
confirmatory factor analysis was conducted to examine the latent construct. The factor loadings
are .848, .779, and .885.
Control Variables

Age was categorized into three groups: 18 to 34 years old, 35 to 54 years old (Reference),
and above 55 years old. Gender was coded as 1 if female and 0 if male. Marital status was coded
as 1 if married and 0 if not. Race was coded as 1 for White and O for all other races. Education
was coded as 1 if one obtained a bachelor s degree and a higher degree. Household income was
categorized into three groups: (a) less than $40,000, (b) $40,000 to $75,000 (reference), and (c)
$75,000 and above.
Analysis

Latent variables were assessed using the confirmatory factor analysis (CFA). A structural
equation model (SEM) was used to analyze the proposed framework. Hypothesis testing was
performed using Full Information Maximum Likelihood (FIML). Several fit indices were used to
assess the fit of the model, including the chi-square statistic, Cumulative Fit Index (CFI), Root
Mean Square Error of Approximation (RMSEA), and Tucker-Lewis Index (TLI). The CFI
values would be close to or greater than .95 and RMSEA of about or less than .06, indicating an
acceptable model fit (Hu & Bentler, 1999). Bootstrapping with 5,000 draws was used to test for

the statistical significance of any indirect effect (Preacher & Hayes, 2008).
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Results
Descriptive Statistics

The participant demographics displayed a wide range of age groups, with 23.8% falling
within the 18-34 range, 29.9% in the 35-54 range, and 46.3% aged 55 and above. Female
participants made up 47.0% of the sample, and 25.1% belong to the millennial generation. A
significant 60.0% of participants were married, and the majority, accounting for 70.9%,
identified as White. In terms of employment status, 60.0% of participants were currently
employed. Moreover, 37.9% of participants hold a bachelor's degree or higher. The participants
included 19.8% with a military background, highlighting a diverse range of experiences.
Household income varied among participants, with 28.5% reporting incomes below $40,000,
25.5% falling between $40,000 and $75,000, and 46.0% reporting incomes above $75,000. The
participants, on average, rated their subjective financial knowledge at 4.73. Additionally,
participants exhibited an average score of 8.02 on the materialism scale, and the average
financial well-being score among participants was 42.07. A comprehensive summary of
descriptive statistics is available in Table 4.1.

Table 4.1 Descriptive Statistics (N =5,971)

Variable Mean S.D.
Financial socialization 3.56 2.19
Subjective financial knowledge 4.73 1.17
Financial goal reach ability 3.24 0.73
Financial skills 3.29 1.02
Positive financial behaviors 5.45 2.06
Materialism 8.02 3.16
Financial well-being 42.07 13.95
Demographics Frequency
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Age

18-34 23.8%
35-54 29.9%
55+ 46.3%
Female 47.0%
Married 60.0%
White 70.9%
Bachelor's degree and higher 37.9%

Household Income

<40k 28.5%
40-75k 25.5%
75k+ 46.0%

Table 4.2 presents Pearson’s correlation coefficients for the studied variables. It provides
a preliminary analysis of key variables. Those coefficients support adding those variables into
the model.

Table 4.2 Pearson’s Correlation Coefficients

Variables M FS FC FB FWB
Materialism - - - - -
Financial socialization -.264%%* - - - -
Financial capability =200 ** 306*** - - -
Financial behaviors - 243%%* 323*** 610*** - -
Financial well-being - 24 F** 31e*kEE @GTOFEE (] O%*k* -

Note: * p <.05. ** p <01. *** p <001.
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Structural Equation Model Results
A CFA was run to examine the latent variables used in this study. The model fit indices
for the SEM model suggest a good model fit (%2 (126) = 1380.518, RMSEA = 0.041, CFI =

0.963). Figure 4.2 shows the path diagram with model results.

Materialism
S 113%9* 047 *H
¥ h 4
04g**x 137
Financial N Financial N Financial
Socialization Behaviors Well-being
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Financial
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Note: * p <.05. ¥* p <.01. ¥** p <001.

Figure 4.2 SEM Model Results

The SEM analysis revealed a number of important relationships between key variables,
providing insight into the factors that influence financial behaviors and well-being. One of the
key findings was the negative association between materialism and positive financial behaviors
(B=-0.113, p <0.001). This suggested that individuals who place a high value on material goods
and acquisition are less likely to engage in responsible financial behaviors. In other words,

materialistic values may undermine an individual’s motivation to prioritize financial prudence
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and long-term financial goals, potentially leading to less favorable financial outcomes. On the
other hand, financial socialization demonstrated a positive relationship with financial behaviors
(B=0.048, p <0.001), indicating that the influence of family, peers, and societal norms plays a
crucial role in shaping one's financial behaviors. This highlighted the importance of social
learning and external guidance in fostering a proactive approach toward financial decision-
making. Moreover, perceived financial capability was strongly associated with financial
behaviors (B = 0.637, p < 0.001). Financial behaviors were found to be positively associated with
financial well-being (B = 0.137, p <0.001). Materialism, on the other hand, was negatively
associated with financial well-being ( =-0.042, p <0.001). Finally, perceived financial
capability (B = 0.561, p <0.001) was positively associated with financial well-being. Table 4
presents a detailed summary of the model results.

From indirect results, materialism was found to be indirectly associated with financial
well-being through positive financial behaviors (B =-0.016, p < 0.001). It demonstrated that
people who displayed materialistic tendencies tended to avoid responsible financial behaviors,
which resulted in lower financial well-being levels. Moreover, financial socialization was
indirectly associated with financial well-being via positive financial behaviors (f = 0.989, p <
0.001). Research showed that people who receive positive external influences tended to
participate more in behaviors that support financial health. Furthermore, perceived financial
capability was indirectly associated with financial well-being through positive financial
behaviors (B = 0.087, p < 0.001). People who believe they possess strong financial management
abilities demonstrated more positive financial behaviors, which leads to improved financial well-
being. The total effect analysis revealed that materialism ( =-0.057, p < 0.001) was negatively

associated with financial well-being. Financial socialization (f = 0.971, p < 0.001) was positively
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associated with financial well-being. Financial capability (f = 0.648, p <0.001) also showed a

positive association with financial well-being. Table 4.3 provides a detailed summary of the

model results.

Table 4.3 SEM Model Results (N = 5,971)

Paths Std. Coef. Std. Err. p Sig.
To FWB, from
Age 0.193 0.011 0.000 okok
Education -0.055 0.011 0.000 koK
Female 0.007 0.009 0.467
Income 0.164 0.012 0.000 koK
PFB 0.137 0.017 0.000 koK
Materialism -0.042 0.010 0.000 koK
Financial socialization -0.018 0.011 0.088
PFC 0.561 0.017 0.000 koK
To PFB, from
Materialism -0.113 0.011 0.000 *okk
Financial socialization 0.048 0.012 0.000 oAk
PFC 0.637 0.012 0.000 okok
From FS, to
Materialism 0.065 0.014 0.000 *okk
PFC 1.523 0.079 0.000 okok
Indirect effect
To FWB, from
Materialism -0.016 0.002 0.000 okok
Financial socialization 0.989 0.055 0.000 otk
PFC 0.087 0.010 0.000 okok
Total effect
To FWB, from
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Materialism -0.057 0.011 0.001 **
Financial socialization 0.971 0.055 0.000 kK

PFC 0.648 0.012 0.000 ok

Note: * p <.05. ** p <.01. *** p <.001.

FWB = Financial Well-being; PFB = Positive Financial Behaviors; PFC = Perceived Financial
Capability; FS = Financial socialization.

Model fit: ¥2 (39) =478.332, RMSEA = 0.043, SRMR = 0.033, CFI=0.979, TLI = 0.963

Discussion

Hypothesis Hla received support because Hla demonstrated that materialism was
significantly associated with financial behaviors. Previous studies support this finding. Arofah et
al. (2018) demonstrated how materialistic values were associated with financial behaviors. The
results of Hlb demonstrated a connection between materialistic values and personal financial
well-being. People who focus on acquiring material goods tended to have reduced financial well-
being. Lucic et al. (2021) showed that materialism was negatively associated with positive
financial behaviors. Moreover, the second hypothesis was validated because H2a demonstrates a
substantial link between financial socialization and financial behaviors. This research
demonstrated that social factors shape how people think about money and make financial
choices. The financial socialization of an individual was directly associated with their financial
well-being. Zhao and Zhang (2020) demonstrated that financial socialization was directly
associated with financial behaviors as well as financial well-being. While they examined the
indirect effects of financial socialization on financial well-being, this study examined other
factors like materialism and financial capability using an integrated framework.

The empirical findings supported the third hypothesis, which is that H3a demonstrated a
strong connection between perceived financial capability and financial behaviors. The study

results suggested that individuals who consider themselves financially capable tended to engage
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actively in responsible financial practices. These results were aligned with previous research.
Financial capability emerged as a primary predictor of positive financial behaviors (Wulandari,
2022). Sawitri and Arifin (2021) demonstrated that people who feel financially capable were
positively associated with changes in their financial habits. Moreover, H3b was supported.
Research indicated that financial capability shares a significant connection with financial well-
being. People who feel financially capable showed greater financial well-being because they
adopt positive financial behaviors. Furthermore, the fourth hypothesis received validation
through H4, which demonstrated a significant correlation between financial behaviors and
financial well-being. The findings demonstrated that regular positive financial activities were
directly associated with overall financial well-being. A prior study agrees that financial behavior
was positively associated with financial well-being (Hwang & Park, 2022).

The fifth hypothesis was also supported. The results of H5a revealed an indirect
relationship between materialism and financial well-being through financial behaviors. People
who prioritize materialistic values tended to exhibit irresponsible financial behaviors, which lead
to reduced financial well-being. Moreover, H5b showed how financial socialization was
indirectly connected to financial well-being via financial behaviors. People who receive positive
financial socialization develop behaviors that support their financial well-being over the long
term. Furthermore, H5c indicated that perceived financial capability was associated with
financial well-being in an indirect manner through financial behaviors. The results suggested that
people who view themselves as financially competent tended to adopt behaviors that enhance
their financial well-being. Previous research by Ramli et al. (2022) indicated that financial
behaviors played a mediating role in the relationship between financial capability and financial

well-being.
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Implications

This study has several implications. First, the harmful effect of materialism on financial
well-being can be addressed through interventions that teach spending mindfulness and
emphasize long-term financial planning while highlighting materialism's downsides to help
people pursue sustainable financial health rather than immediate satisfaction. Second, financial
socialization had a significant impact on how individuals develop their money-related attitudes
and actions, which are associated with their financial well-being. Therefore, it would be
beneficial for people to have more conversations about money with their family and friends.
Third, the link between perceived financial capability and financial well-being demonstrated that
financial literacy programs must focus on delivering information and developing participants'
self-efficacy. Finally, this study demonstrated how financial behaviors serve as crucial
intermediaries between different elements that were associated with financial well-being. The
findings indicated that financial well-being interventions would benefit from emphasizing
financial behaviors, including consistent savings. These insights provide policymakers with tools
to create public initiatives that promote financial habits that are supportive of enduring well-
being.
Limitations and Future Research

One of the limitations is that this study used cross-sectional data to examine the
framework. Future research can use longitudinal data to test the framework proposed by this
study. Another limitation is that this study used secondary data to test the proposed framework.
Future research can use primary data with carefully designed questions that better capture the
variables used in this study. This study only examined the mediating effect using the framework.

Future research can also explore the moderating effects of factors examined in this study.
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Conclusion

This study proposed a framework for analyzing the interconnections between materialism
and financial socialization, financial capability, financial behavior, and financial well-being.
Materialism, financial socialization, and financial capability showed either a direct or indirect
connection to financial well-being. Overall, this research showed a significant association
between materialism, financial socialization, financial capability, and financial behaviors and

well-being.
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Chapter 5

Conclusion

Summary

This dissertation established three frameworks to examine financial well-being under
different contexts. Each essay has some unique findings that provide a fuller picture of factors
associated with financial well-being. The following will provide a summary of key findings from
those three studies. A review of common themes is also provided. This chapter concludes with
implications and future research.
Key Findings from the Studies
The first study developed an integrated framework for personality traits and financial

well-being (Figure 5.1). The results showed a significant connection between personality traits
and financial behaviors, as well as well-being. Consciousness and extraversion were found to be
positively associated with financial behavior and well-being, while neuroticism and openness
were found to be negatively associated with financial behaviors and well-being. The research
revealed that educational programs in finance must customize their structure according to distinct
personality profiles to ensure effective learning outcomes. When financial professionals
understand the relationship between personality traits and financial choices, they can create
educational programs that address each participant's unique needs. Practitioners achieve more
effective financial counseling outcomes when they customize advice to align with clients'
personality assessments and inherent preferences. The proposed framework could inform

interventions that target both specific financial behaviors and the personality traits behind them.
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Figure 5.1 Conceptual Framework 1

The second study proposed a longitudinal framework to examine personality traits and
financial well-being (Figure 5.2). The research demonstrated that financial knowledge developed
a connection to financial well-being during the study period. Policymakers can promote financial
literacy advancement through programs that build and enhance positive financial behaviors. The
research demonstrated that individuals with positive financial behaviors have improved financial
well-being. Policymakers can promote positive financial behaviors by utilizing tax benefits as
incentives that reward financial actions. For example, people should get tax deductions on
contributions when they contribute to their retirement accounts. Program success rates increase
when interventions are matched to personality traits, as individuals who score high in

conscientiousness exhibit positive reactions to goal-oriented and budgeting activities.
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The third study proposed a framework for materialism and financial well-being (Figure
5.3). The study found that materialistic values correlated with irresponsible financial behavior.
The development of people's money-related attitudes and actions depends on their financial
socialization. The connection between financial capability and financial wellness indicates that
educational and financial programs need to concentrate on information dissemination and
confidence building among participants. Financial well-being programs would improve by
focusing on essential financial behaviors such as regular savings practices. The insights deliver
resources for policymakers to design public programs that foster financial practices that ensure

lasting well-being.
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Common Themes

This dissertation contributed to the body of knowledge on financial well-being. The three
studies explored different factors that are associated with financial well-being. Looking at the
three frameworks shown above, the common theme that emerged from those studies is that
personality characteristics (i.e., personality traits and materialism) were the factors constantly
associated with one’s financial behaviors and well-being. Personality characteristics were either
directly associated with financial well-being or indirectly associated with financial well-being
through financial behaviors.

Each of the three studies established a framework connecting personal characteristics
with one’s financial well-being. Future research can use these frameworks to explain the
relationship between one’s personality traits and financial well-being. Personality traits such as
extraversion and conscientiousness were positively associated with financial behaviors and well-
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being, while neuroticism was negatively associated with financial behaviors and well-being. This
work has empirical evidence for most of the five personality traits. However, personality traits
like agreeableness can be found insignificant due to potential suppression effects. Future research
can explore those effects.

Some other noteworthy themes emerged from this dissertation. For instance, financial
knowledge has been constantly linked to financial behavior and well-being, either directly or
indirectly. People who have high financial self-efficacy are often associated with positive
financial behaviors and better levels of financial well-being. Financial capability has been linked
to positive financial behaviors and well-being. Personal traits like materialism have been linked
to lower levels of financial well-being. This dissertation has shown that McCrae and Costa’s
(1991) suggestion of how personality traits interact with environments (e.g., instrumental
theories) and Albert Bandura's Social Cognitive Theory (1999) can be used together as a
theoretical foundation to explain the relationship between personality traits and financial well-
being.

Theoretical and Practitioner Implications

There are some theoretical implications. For example, previous studies focused solely on
financial knowledge, whereas this study incorporates financial knowledge and various factors,
such as personality traits and materialism, into comprehensive frameworks. This innovative
method pushes theoretical boundaries for researchers and delivers actionable techniques for
professionals. This dissertation contributes to financial well-being literature by demonstrating
that successful financial interventions must account for individual personality traits while

enhancing financial knowledge.
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This work is one of the first to establish a longitudinal framework to model the change in
one’s level of financial well-being. Future research can use the three frameworks proposed by
this work to explain the relationship between personality traits and financial well-being. They
can also use these frameworks as a foundation to build their own framework. This dissertation
integrated the CFPB financial well-being framework (2015) with the premise of instrumental
theories (McCrae & Costa, 1991) and Social Cognitive Theory (Bandura, 1999) to establish a
theoretical foundation that can be used to examine personality traits and financial well-being.
This has great implications for the expansion of our understanding of financial well-being in the
future.

Multiple websites provide personality assessment instruments, including tests like the Big
Five (2025) and the 16Personality test (2025). Practitioners can utilize these tools to provide
improved services to their clients. For example, practitioners can implement goal-oriented
strategies in their work with conscientious clients. These clients would benefit from this
approach because they prefer organized solutions. Practitioners can use brainstorming sessions to
better serve clients who demonstrate high openness traits. These clients often benefit from
innovative approaches that allow for self-expression. Extraverted clients find fulfillment in social
engagement and external sources of stimulation. A practitioner might create group activities and
interactive workshops to enable participants to engage in discussions and work collaboratively
together. Clients who exhibit high agreeableness prioritize environments that promote harmony
and supportiveness. Practitioners can enhance community bonds and mutual support through
collaborative methods, including cooperative goal-setting exercises, which strengthen their
inherent tendency for empathy and cooperation. Clients with pronounced neuroticism experience

positive effects from approaches that target stress management and emotional control abilities.
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Financial practitioners can use mindfulness methods along with cognitive-behavioral techniques
as tools to enhance emotional stability while assisting clients with anxiety management.

Financial knowledge and financial self-efficacy have been constantly linked to positive
financial behaviors and well-being. This suggests that financial education programs should be
designed to promote clients’ financial knowledge as well as financial self-efficacy. This
longitudinal study indicated the progressive influence of financial knowledge on well-being. This
suggests that there is a need for ongoing financial education rather than a one-time intervention.
The findings from materialism and financial well-being indicate that materialistic values were
negatively associated with positive financial behaviors. Practitioners should teach clients the
importance of sustainable financial behaviors such as regular savings instead of compulsive
buying. This dissertation established integrated frameworks, offering practitioners a fuller picture
of the factors associated with financial well-being.

Future Research

This work used secondary data. Future research can use primary data if they want to have
more items for variables such as materialism and financial behaviors. The third study used a
cross-sectional dataset to test the proposed framework. Future research can use longitudinal
datasets to examine the framework. It can reduce the concerns of endogeneity problems. This
dissertation explored the mediating effects of financial behaviors. Future research can explore
potential moderate factors in the context of financial well-being. For example, research indicated
that gender could moderate the relationship between financial attitudes and financial
socialization (Falahati & Palm, 2012). This work did not examine the potential suppression
effects of the Big Five personality traits. Further studies can be done to test how suppression

effects play a role in the context of financial well-being. This dissertation used the CFPB
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financial well-being framework (2015) with the premise of personality traits in instrumental
theories (McCrae & Costa, 1991) and Social Cognitive Theory (Bandura, 1999) to establish a
theoretical foundation that can be applied to future research on personality traits and financial
well-being. Future researchers can borrow this theoretical foundation to build their research or
continue to expand upon these conceptual frameworks.

In conclusion, this research contributes to the literature by proposing three frameworks.
This work also advances the theoretical understanding of personality traits and financial well-
being. The longitudinal nature of the first and second studies provides advantages that cross-
sectional studies do not have. Policymakers and practitioners can use the findings of this research
to develop tailored interventions to better help consumers. Future researchers can build upon
those frameworks and conduct further research. Future research can look at the suppression

effects of the big five personality traits and how they work in the context of financial well-being.

118



Appendices
Appendix A

This appendix A provides the codebook for variables used in chapters 2 and 3. It includes
the measurement for financial well-being, financial behaviors, financial knowledge, and
personality traits.

Financial Well-being Scale

Questions Response Options

How well does this statement describe you or your situation?

1. I could handle a major unexpected expense

2. I am securing my financial future

3. Because of my money situation, I feel like I will never have the things 1. Notatall

I want in life* 2. Very little
3. Somewhat

4. I can enjoy life because of the way I’m managing my money g \C/f)rn};;r:tlély

5. I am just getting by financially*

6. I am concerned that the money I have or will save won’t last™®

How often does this statement apply to you?

7. Giving a gift for a wedding, birthday, or other occasion would put a

strain on my finances for the month*

8.1h lef he end of the month I Never

. I have money left over at the end of the mont 2. Rarely

3. Sometimes

9. I am behind with my finances* g gfi::ys

10. My finances control my life*
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* Denotes questions for which the response options are reverse coded

Source: Consumer Financial Protection Bureau (CFPB) Financial Well-being Scale

Financial Behavior

Questions

Response Options

Short-Term Positive Financial Behavior

120

Was your total spending less than its total income in the past 12 months? (1) IS\[IZS
. o . 1 Yes
Did you pay its bills on time in the past 12 months? 0 No
Did you consistently pay off your credit card balance each month inthe | 1 Yes
past 12 months? 0 No
. . 1 Yes
Have not overdrawn your checking account in the past 12 months. 0 No
. 1 Yes
No late mortgage payment in the past 12 months. 0 No

Long-Term Positive Financial Behavior
. . 1 Yes
Did your household plan ahead financially? 0 No
. . 1 Yes
Are you currently setting aside money for an emergency? 0 No
. . 1 Yes

?
Did you have a savings account? 0 No
. . . 1 Yes
Did you have a retirement account (e.g. 401k, pension plan, IRA)? 0 No
. . 1 Yes
(7

Did you have an investment account? 0 No




Source: The Understanding America Study

Financial Knowledge Questionnaire

Questions

Response Options

We would like to begin with a few general financial questions.

Suppose you had $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: more than $102, exactly $102,
less than $102?

1 More than $102
2 Exactly $102

3 Less than $102
4 1 don’t know

Suppose you had $100 in a savings account and the interest rate was
20% per year and you never withdraw money or interest payments. After
5 years, how much would you have on this account in total?

1 More than $200
2 Exactly $200
3 Less than $200
41 don’t know

Imagine that the interest rate on your savings account was 1% per year
and inflation was 2% per year. After 1 year, would you be able to buy
more than, exactly the same as, or less than today with the money in this
account?

1 More than today

2 Exactly the same as today

3 Less than today
4 1 don’t know

Assume a friend inherits $10,000 today and his sibling inherits $10,000
but 3 years from now. Who is richer today because of the inheritance?

1 My friend

2 His sibling

3 They are equally rich
4 1 don’t know

Suppose that in the year 2020, your income has doubled and prices of all
goods have doubled too. In 2020, will you be able to buy more, the same
or less than today with your income?

1 Buy more than today
2 Buy the same as today
3 Buy less than today

4 1 don’t know

Which of the following statements describes the main function of the stock market?
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1 The stock market helps to predict stock earnings

2 The stock market results in an increase in the price of stocks

3 The stock market brings people who want to buy stocks together with those who want to sell stocks
4 None of the above

5 I don’t know

Which of the following statements is correct?

1 Once one invests in a mutual fund, one cannot withdraw money in the first year

2 Mutual funds can invest in several assets, for example invest in both stocks and bonds
3 Mutual funds pay a guaranteed rate of return which depends on their past performance
4 None of the above

5 I don’t know

If the interest rates (rise/fall), what should happen to bond prices?

1 They should rise

2 They should fall

3 They should stay the same
4 1 don’t know

Do you think the following statement is true?

Buying a (single company/stock mutual fund) usually provides a safer return than a (single
company/stock mutual fund).

1 True

2 False

3 Don’t know

Do you think that the following statement is true or false?
(Stocks/Bonds) are normally riskier than (stocks/bonds).
1 True

2 False

3 Don’t know

Considering a long period (for example 10 or 20 years), what normally gives the highest return?
1 Savings accounts

2 Bonds

3 Stocks

4 1 don’t know

Normally, which asset described below displays the highest fluctuations over time: savings accounts,
bonds or stocks?

1 Savings accounts

2 Bonds

3 Stocks

4 1don’t know

When an investor spreads his or her money among different assets, does the risk of losing a lot of
money increase, decrease, or stay the same?

1 Increase

2 Decrease

3 Stay the same

4 1 don’t know
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Is the following statement true?

Housing prices in the US can never go down.
1 True

2 False

3 I don’t know

Source: The Understanding America Study

The Big Five Factors of Personality

The Big Five Inventory (BFI)

Here are a number of characteristics that may or may not apply to you. For example, do you agree that
you are someone who likes to spend time with others? Please write a number next to each statement to

indicate the extent to which you agree or disagree with that statement.

1 Disagree strongly

2 Disagree a little

3 Neither agree nor disagree
4 Agree a little

5 Agree Strongly

I see Myself as Someone Who...

1. Is talkative 23. Tends to be lazy

2. Tends to find fault with others 24. Is emotionally stable, not easily upset

3. Does a thorough job 25. Is inventive

4. Is depressed, blue 26. Has an assertive personality

5. Is original, comes up with new ideas 27. Can be cold and aloof

6. Is reserved 28. Perseveres until the task is finished

7. Is helpful and unselfish with others 29. Can be moody

8. Can be somewhat careless 30. Values artistic, aesthetic experiences

9. Is relaxed, handles stress well 31. Is sometimes shy, inhibited

10. Is curious about many different things 32. Is considerate and kind to almost everyone
11. Is full of energy 33. Does things efficiently

12. Starts quarrels with others 34. Remains calm in tense situations

13. Is a reliable worker 35. Prefers work that is routine

14. Can be tense 36. Is outgoing, sociable

15. Is ingenious, a deep thinker 37. Is sometimes rude to others

16. Generates a lot of enthusiasm 38. Makes plans and follows through with them
17. Has a forgiving nature 39. Gets nervous easily

18. Tends to be disorganized 40. Likes to reflect, play with ideas

19. Worries a lot 41. Has few artistic interests

20. Has an active imagination 42. Likes to cooperate with others

21. Tends to be quiet 43. Is easily distracted

22. Is generally trusting 44. Is sophisticated in art, music, or literature
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BFI scale scoring (“R” denotes reverse-scored items):
Extraversion: 1, 6R, 11, 16, 21R, 26, 31R, 36
Agreeableness: 2R, 7, 12R, 17,22, 27R, 32, 37R, 42
Conscientiousness: 3, 8R, 13, 18R, 23R, 28, 33, 38, 43R
Neuroticism: 4, 9R, 14, 19, 24R, 29, 34R, 39

Openness: 5, 10, 15, 20, 25, 30, 35R, 40, 41R, 44

Source: The Understanding America Study

Appendix B

This appendix B provides the codebook for variables used in chapter 4. It includes the

measurement for materialism, financial socialization, and financial capability.

Codebook for Chapter 4

Questions

Response Options

Materialism

I admire people who own expensive homes, cars and clothes

1 Strongly disagree

2 Disagree

3 Neither agree nor disagree
4 Agree

5 Strongly agree

The things I own say a lot about how well I’'m doing in life

1 Strongly disagree

2 Disagree

3 Neither agree nor disagree
4 Agree

5 Strongly agree

I like to own things that impress people

1 Strongly disagree

2 Disagree

3 Neither agree nor disagree
4 Agree

5 Strongly agree

Financial Socialization
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Discussed family financial matters with me

1 Yes

0 No
. . 1 Yes
Spoke to me about the importance of saving 0No
. . . . 1 Yes
Discussed how to establish a good credit rating 0 No
Taught me how to be a smart shopper 1 Yes
0 No
. . — 1 Yes
Taught me that my actions determine my success in life 0No
. . 1 Yes
Provided me with a regular allowance 0 No
. . . 1 Yes
Provided me with a savings account 0 No
Perceived Financial Capability
1 Very low
How would you assess your overall financial knowledge? to
7 Very high

Confidence in own ability to achieve financial goals

1 Not at all confident
2 Not very confident

3 Somewhat confident
4 Very confident

I know how to make complex financial decisions

1 Not at all

2 Very little

3 Somewhat
4 Very well

5 Completely

I am able to make good financial decisions that are new to me
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1 Not at all

2 Very little

3 Somewhat
4 Very well

5 Completely




Source: The National Financial Well-Being Survey
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