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Abstract

This study examines the savings and investment
behaviour of young adults, their levels of financial
literacy and ascertains whether financial literacy is an
important predictor of savings and investment
behaviour. Additionally, the study investigates the role
of parental financial behaviour on financial literacy,
savings and investment behaviour of young people.
Using a survey-based approach, we collected data via
a questionnaire from a sample of young undergraduate
students from a large public university in Ghana. We
employed the Covariance-Based Structural Equation
Modelling technique to examine the hypothesized
relationships of the study. The empirical results of the
study based on a sample of 646 students show that
financial literacy positively correlates with savings and
investment behaviour of young adults. Moreover, we
find parental financial behaviour to be an important
predictor of the level of financial literacy of young adults
and directly impacts on their savings and investment
behaviour.

Key words: Household savings; investment beha-
viour; financial literacy; financial behaviour

Introduction

The relevance of savings and investment to the life of
an individual is well established in the literature.
Studies have shown that proper savings and invest-
ment culture is positively associated with financial
well-being of individual households (Mandell, &
Klein, 2009; Oquaye, Owusu & Bokpin, 2020;
Prawitz, Garman, Sorhaindo, Neill, & Kim, 2006) and
has important implications on financial inde-
pendence and stability of households (Loibl,
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Kraybill, & DeMay, 2011). As surmised by
Loibl et al. (2011), financial indepen-
dence and stability of the household can
be achieved only through repeated acts of
savings. Indeed, beyond the individual
household, savings and investment has
been found to play a crucial role in the
economic growth and development of a
country.

The neoclassical theory of economic
growth' for instance posits that higher rate
of savings and investment impacts positi-
vely on capital formation in a country
which ultimately drive economic growth
performance (Solow, 1956). The argu-
ment is that individual savings and invest-
ment particularly into financial assets
constitute one of the important means by
which financial intermediaries raises
funds to meet the funding needs of firms
in a country. The efficient allocation of
such funds to firms in the most productive
sectors of the economy ultimately im-
proves the productive capacity of firms
which can enhance the economic growth
performance of the country. This pro-
position has been supported empirically
by extant studies that associate the ability
of a country to sustain its economic
growth in the long run with the savings
rate and investments of individual house-
holds (Harrod, 2016; Jonubi & Abad,
2013; Loayza, Schmidt-Hebbel, & Servén,
2000).

Interestingly, despite the stream of eco-
nomic benefits associated with proper
savings and investment behaviour both to
the individual and the country at large,
household savings and investments levels

' Commonly referred to as the Solow Growth Model

continue to decline in many parts of the
world particularly in developing countries.
The problem is even more pronounced in
Africa with many Sub-Saharan countries
recording the lowest savings rate in the
world on a persistent basis (Africa
Renewal, 2008). Given that most govern-
ments in developing countries have also
reduced their investment into social
support programmes with time
(Agarwalla et al., 2015), the poor savings
and investment behaviour of individuals
should be of grave concern to the average
individual in our contemporary time. This
is because as Agarwalla et al. (2015) point
out the shrink in government role in terms
of direct financial support leaves the
future financial security of individuals en-
tirely in their own hands.

Studies into savings and investment be-
haviour of individuals have therefore
become relevant in our time. Academic
researchers in this area have particularly
been interested in examining the domi-
nant factors that drive the savings and
investment behaviour of individuals. Two
broad factors (economic and non-econo-
mic factors) have been identified in the
literature to be the main drivers of house-
hold savings and investment decisions.
Duflo & Saez (2002) however, argue that
the economic factors such as interest rate
levels offer limited explanations to the
savings and investment behaviour of indi-
viduals and emphasize the need for studies
to investigate the effect of the non-econo-
mic factors. This study contributes to li-
terature on the non-economic factors by
investigating the effect of financial literacy
on savings and investment behaviour of
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young people. In addition, we examine the
role of parental financial behaviour on
savings and investment behaviour of
young people. We argue that parents play a
critical role in the socialization process
and development of children and that pa-
rental financial behaviour could be an
important predictor of financial beha-
viour of young people.

The empirical analysis presented in this
study is useful for several reasons. First,
focusing on young people is particularly
relevant given that while the youth are
considered to be the backbone of every
nation, the manner in which young people
obtain the skills to become financially
independent has not been the focus of
most studies (Shim, Xiao, Barber, &
Lyons, 2009). Second, the attempt to link
parental financial behaviour to the savings
and investment behaviour of their wards
is also an important way of extending the
literature on the determinants of savings
and investment. This is so because, not-
withstanding the fact that parents play an
influential role in shaping the behaviour
of children (Webley & Nyhus, 20006),
existing studies have usually ignored the
role of parental influence on the savings
and investment behaviour of children.
Third, despite the fact that studies on
houschold financial behaviours exist, only
a few studies (Kiiza & Pederson, 2006; Du
Plessis, 2008) have provided empirical evi-
dence to explain savings and investment
behaviours from a developing country
perspective. As Atkinson & Messy, (2012)
point out, there are wide differences in
financial behaviours within and across
countries in the world and hence, the need
for studies in a different context. Given
the low savings and investments levels in
African countries, studies from such con-

texts are useful in enhancing our under-
standing on this important subject.

The remaining sections of the paper are
presented as follows: the next section re-
views literature on savings and investment
behaviour, financial literacy, parental fi-
nancial behaviour and the predicted rela-
tionships among these key constructs of
the study. This is followed by the research
methodology, discussion of results fol-
lowed by concluding remarks.

Literature Review

Household Savings & Investment
Behaviour

The term 'Saving' has been conceptualized
to mean the commitment of sacrificing
current consumption to allow for accu-
mulation of capital that will yield addi-
tional return in the future (Gersovitz,
1988). In general terms savings is a precau-
tionary measure of setting aside current
financial resources to cater for future fi-
nancial obligations as a result of random
and unpredictable cash inflows. Savings,
therefore, serve as a safety haven for indi-
viduals most especially in situations where
income is not regular and remain one of
the important means of attaining long-
term goals in life.

Despite its importance, empirical studies
have shown that most individuals spend
mote money than they could actually save
(Birari & Patil, 2014; Pritchard, Myers, &
Cassidy, 1989). This unfortunate trend in
part has been attributed to the inability
stick to savings plan by most individuals
rather than the ability to save per se. The
resultant effect is that people who practice
savings usually save below the intended
amount. It has been suggested in the lite-
rature that a person's ability to delay grati-

African Jounal of Management Research (AJMR)



78 Savings and Investment Behaviour

Owusu et al.

fication” and exercise some level of self-
control is critical to maintaining a consis-
tent savings plan (Webley & Nyhus, 20006).
Differences, however, exist among indivi-
duals in their ability to delay gratification.

The principle of investment on the other
hand is the commitment of current finan-
cial resources in order to achieve higher
gains in the future. As an activity, invest-
ment is usually carried out by individuals
who have savings by committing these
funds into capital assets, goods and ser-
vices, having an expectation of a positive
return in the long run (Pandey, 2004).
Typical of any investment decision is the
fact that the individual concern anticipates
a certain return in future upon maturity of
the investment product. Deciding on
which investment product to purchase
should therefore be backed by sound ana-
lysis of the costs and anticipated benefits
associated with the various alternatives.

While an attempt has been made to dis-
tinguish savings from investment, it is
common to find the two terms being used
interchangeably in the literature as the two
concepts go hand in hand. compared with
savings, investment decisions therefore
involve a thorough estimation and careful
planning in order to achieve the much-
needed returns. Often, these decisions are
supported by decision tools which require
one to be financially literate. It is therefore
expected that an individual with the right
financial information will be able to make
personal investment decisions which en-
tails trying to allocate limited resources to
various financial products and services
that are competing for the same limited

resources considering the risks and
returns of the alternatives available.

Financial Literacy, Savings and
Investment Behaviour

The President's Advisory Council on Fi-
nancial Literacy (PACFL) in 2008 concep-
tualized a working definition of financial
literacy as the "knowledge of basic econo-
mic and financial concepts, as well as the
ability to use that knowledge and other
financial skills to manage financial re-
sources effectively for a lifetime of finan-
cial well-being" (Schwab et al., 2008). The
Organisation for Economic Co-operation
and Development (OECD), on the other
hand, defines financial literacy as "a com-
bination of awareness, knowledge, skill,
attitude and behaviour necessary to make
sound financial decisions and ultimately
achieve individual financial wellbeing"
(OECD, 2018, p. 4). By implication, a
financially literate person is one who pos-
sesses the knowledge and skills to make
sound financial decisions within the finan-
cial market. The role of financial literacy
in making effective financial decisions has
been well acknowledged in the literature.
Generally prior studies (de Bassa
Scheresberg, 2013; Huston, 2010; Perry,
2008) have found financial literacy to be
an important predictor of financial out-
comes including savings investment and
debtbehaviour.

Within the past decade significant amount
of research interest has been generated on
financial literacy due to its importance on
financial behaviour of individuals. Most
of these studies have focused on the

? Being able to set aside something now in order to gain something more rewarding in the future
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extent of literacy and the outcomes of
financial literacy among a group of people
within a particular domain. Hassan e7 a/.
(2014), for instance, investigated the im-
pact of financial literacy on investment
decisions of UAE citizens and found a
significant relationship between them.
Likewise, van Rooij, Lusardi and Alessie,
(2011) found financial literacy to have an
effect on stock market participation.
Lusardi, Mitchell & Mitchell (2011) in
their study found an association between
financial literacy and retirement planning,
With respect to portfolio diversification,
Guiso & Jappelli, (2008) found measures
of financial literacy to be highly correlated
with the degree of portfolio diversifi-
cation. Several other studies (Hastings &
Tejeda-Ashton, 2008; van Rooij, Lusardi
& Alessie, 2011; Hilgert ez a/, 2003) also
demonstrate that financial literacy affects
an individual's ability to plan for retire-
ment, manage and amass wealth, be in-
volved in investment activities such as
stock market participation and manage
debt efficiently.

Notwithstanding the surge in research in-
terest on financial literacy over the years,
researchers have employed different sca-
les in measuring the concept and the
appear not to be a consensus to date.
Proxies such as scores on knowledge level
and experience from positive and negative
financial behaviours have been used as
measures of financial literacy (Oseifuah,
2010). This study employs the financial
orientation (ORTOFIN) scale developed
by Loix et al. (2005). This scale concep-
tualizes financial literacy as an individual's
disposition towards finances charac-
terized by personal interests and skills re-
lated to managing one's own finances
effectively.

While the relevance of financial literacy
on financial behaviour of individuals is
widely acknowledged in the literature, the
financial behaviour of parents has been
cited to be particularly relevant for the
financial behaviour of young people. The
argument is that, through the socialization
process, young people adopt their finan-
cial behaviour from their parents. The
next section discusses the role of parental
influence on financial behaviour of their
wards.

Role of Parental Financial Behaviour
on Financial Behaviour of Children

It has been argued that current financial
behaviour of an individual is usually a re-
flection of past exposure and generally
has implications on future behaviour.
Shim, Barber, Card, Xiao, & Serido, (2010)
for instance, point out that the present fi-
nancial behaviour of an individual in tran-
sition to adulthood has implications on
his/her financial behaviour throughout
adulthood stage. According to Drever ef al.
(2015) young people in making effective
financial decisions such as managing re-
sources, depend on eatlier encounters
they have experienced throughout life es-
pecially through the cognitive and con-
scious foundation laid by parents. Thus,
despite the fact that behaviour is known to
be an ever-changing phenomenon, there is
a widely accepted notion that "past beha-
viour is the best predictor of future beha-
viour" (Ajzen, 1991, p. 201).This notion
largely underscores the important role
that parents play in the development pro-
cess of their children. As an important
agent in the socialization process of chil-
dren, parental behaviour in all aspects of
life including financials to a large extent
affect the life of their children. This is
because children tend to model their fi-
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nancial behaviour after their parents. In
transitioning to become an adult, Schoeni
& Ross (2005) indicate that that the youth
rely more on the financial backing from
their parents.

As argued by Gudmunson & Danes
(2011), while the formal means of lear-
ning plays a major role in influencing the
behaviour of young people, it is also esta-
blished that young people learn a lot
through observation and imitation of
older folks. This presupposes that the kind
of financial behaviour their parents
exhibit will indirectly affect their own
financial behaviour as they grow. Financial
behaviour refers to any human behaviour
that is relevant to money management and
include cash, credit, investment and saving
behaviour. It covers a host of activities in-
cluding savings, investment, debt manage-
ment, retirement planning, insurance and
the like.

Empirically, Webley & Nyhus (2006)
report that parental financial behaviour
and financial orientation have a positive
impact on current and future financial
behaviour of their children. Again, Pinto
(2005) examines credit cards usage among
young adults and conclude that most
young people learn more from parents
than any other agent of socialization as far
as credit card use is concern. According to
Bernheim, Garrett & Maki (2001) parents
who encourage their children to save at a
tender age using a bank account tend to
save more than other individuals during
adulthood. Similarly, Gudmunson &
Danes (2011) investigate the role of pa-
rental behaviour on financial literacy of
children and conclude that parents play an
influential role in the development of
financial knowledge and skills of children.

The above findings from existing studies
point to the fact that parents play a crucial
role in shaping the financial behaviour of
their wards. Over the years, financial ma-
nagement discourse among the youth
have found parents to be the first source
of external influence in shaping the finan-
cial attitudes and behaviours of the youth
and are widely known to be the prime
agents of financial socialization (Clarke,
Heaton, Israelsen, & Eggett, 2005).

Financial socialization refers to the series
of activities that involve attaining and
developing attitudes, values, knowledge
and behaviours that improve the financial
well-being of a person (Danes, 1994).
Financial socialization process occurs
through experience, beliefs, values, skills
provided within a family setting. The
family setting is an environment that
breeds the initiations of rules and guide-
lines that shape behaviour and influence
financial decision issues. Irrespective of
the fact that socializations occur through-
out life, the ecarly stages in life of an
individual is generally considered to be a
key socialization petiod (Shim etal., 2010).

Methodology

Data collection technique, research
instrument and measurement of
constructs

The data for the study was collected from
students pursuing undergraduate courses
at University of Ghana Business School
(UGBS). The questionnaires were admini-
stered during class sessions to afford every
student presentin class an equal chance of
voluntary participation in the study. The
questionnaire was divided into two sec-
tions. The first part focused on the demo-
graphic features of the respondent, inclu-
ding their age, gender, level of study etc.
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whilst the second component of the ques-
tionnaire focused on the main constructs
of the study: savings, investment beha-
viour, financial literacy and parental finan-
cial behaviour. The constructs 'savings
planning', investment behaviour and
parental financial were each measured
with a 7-item scale developed by Kehiaian
(2012). The construct financial literacy
was operationalized using the orientation
towards finances scale (ORTOFIN) deve-
loped by Loix et al. (2005). These instru-
ments have previously been validated by
other studies.

The indicators of each construct were
measured on a 7-point Likert scale with 1
being strongly disagree and 7 strongly
agree. While a 5-point Likert scale is often
employed in most social science research,
a 7-point Likert scale gives a wider range
of likely responses helpful in getting vari-
ability in responses and thereby avoiding
responses being cluttered at the extreme
ends (Lee & Lings, 2008).

Data analysis

The data collected was first analyzed using
descriptive statistics and subsequently
using inferential statistics. The descriptive
analysis was done in Statistical Package for
the Social Sciences (SPSS), where a nu-
meric presentation of the features of the
respondents and the sample data was
generated in a table form. Subsequently,
the study employed the Structural Equa-
tion Modelling (SEM) technique,
specifically, The Co-Variance Based Struc-
tural Equation Modelling (CB-SEM) tech-
nique to examine the predicted relation-
ships among the study constructs.

SEM enables researchers to evaluate mea-

surement models and structural paths
more efficiently and provides a platform
for effective evaluation of the overall
fitness of the study model and structural
paths among constructs (Hair etal., 2012).
SEM is particularly useful in assessing
measurement models and structural paths
involving multiple dependent variables
and latent construct with multi-item indi-
cator variables. The Co-Variance Based
SEM was employed for this study using
version 21 of the Analysis of Moment
Structures (AMOS) software. The study
follows a two-step approach: measure-
ment model and structural model as
employed in prior studies (Hanafizadeh ez
al.,2014).

Measurement Model

In assessing the measurement model, the
indicators of each construct were initially
subjected to a Confirmatory Factor Ana-
lysis (CFA) to determine the appropria-
teness of the indicators of the various
constructs for inclusion in the structural
model analysis. Based on the CFA results
as shown in Table 1, three indicators of
financial literacy were excluded from the
analysis as they recorded factor loadings
below the recommended threshold of 0.5.
Two indicators of savings planning and
one indicator of parental financial beha-
viour equally loaded poorly and as such
were also excluded from the final analysis.
Next, the overall fitness of the model was
assessed by relying on the fit indices:
RMSEA, TLI, CFI, TLI, NFI, and
CMIN/df as recommended by Byrne
(2001). Results from this analysis as pre-
sented in Table 2 demonstrate that all the
fit indexes used for the study met the
specific thresholds recommended in
existing studies.
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Table 1: Confirmatory Factor Analysis

Construct Factor
Loadings AVE CR CA
Financial Literacy 0.72 083 0.85
I accurately plan my expenses 0.85
I keep track of general economic trends 0.87
I like to plan things 0.70
Investment Behavior 0.54 0.78  0.89
I have invested money into at least one investment with 0.58
more risks than a savings account
I use the principle of present and future value in my 0.79
investment calculations
T use the concept of dollar cost averaging in my 0.66
investment planning
T use the power of diversification in my investment planning 0.83
I use the calculated risks in my investing strategies 0.82
I use the principle of risk vs. return 0.80
I feel comfortable investing my monies 0.63
Parental Financial Behavior 0.76 0.93 0.82
My parents budgeted on paper 0.56
My parents saved for emergencies 0.84
My parents made prudent financial choices 0.83
My parents invested some of their assets into stocks 0.52
My parents taught me good spending habits 0.68
My parents paid off their debts within the repayment 0.53
scheduled plan
Savings Planning 0.55 0.71 0.76
I save money before paying my routine expenses such as 0.52
airtime, food, bills etc.
I use electronic deposit from my income to fund 0.58
savings account
I normally have at least three months gross income 0.74
in an emergency fund
I have a maintenance fund for repairs and other 0.74
periodic expenses
My average balance in my savings account normally goes up  0.67

Legend: AVE = Average Variance Extracted; CR = composite reliability; CA = Cronbach Alpha.
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Table 2: Model fit indices for measurement model

Fit Indices

Accepted Values

Parsimony Normed

Fit Index (PNFI)

Root Mean Square of
Approximation (RMSEA)
Tucker Lewis Index (TLI)
Comparative Fit Index (CFI)
Goodness of fit Index (GFI)
CMIN/DF

> 0.5 (Mulaik et al., 1989)
< 0.08 (Byrne, 2001)

> .90 (Bentler and Bonett, 1980)
> 0.90 (Bentler, 1990)

> 0.90 (Chau, 1997) 091
< 5.0 (Bentler, 1990)

Model Results Remarks
0.78 Good
0.06 Good
0.92 Good
0.93 Good
Good
3.35 Good

Reliability and Validity

Tests for reliability of the constructs were
conducted using the composite reliability
(CR) and Cronbach Alpha (CA) scores. As
shown in Table 1, the CR and CA scores
for each constructs are between 0.71 and
0.93 which satisfy the recommended
benchmark of 0.7 and above (Fornell &
David, 1981; Nunally, 1979). Validity of
the constructs was assessed using the
Convergent and Discriminant validity
tests. Convergent validity was assessed
using the Average Variance Extracted
(AVE) whilst the discriminant validity test
was conducted using the Fornell Lacker

criterion which compares the squared
inter-correlation co-efficient with the
AVE. An AVE of 0.5 and above is deemed
appropriate for convergent validity and
the AVE score for each construct must be
higher than the squared inter-correlation
co-efficient for discriminant validity to be
assured (Fornell & David, 1981). The
AVE values for the constructs as shown in
Table 1 ranges from 0.54 to 0.76, which is
within the acceptable threshold. Results
of the Fornell Lacker test as shown in
Table 3 also demonstrate that discrimi-
nant validity is assured.

Table 3: Correlation and Correlation square matrix of latent variables

FO 1B PFB sp
FO 1 0.13 0.14 0.12
IB 0.36 1 0.04 0.25
PFB 0.38 0.21 1 0.14
SP 0.35 0.50 0.37 1

NB: Values above the diagonal are squared correlations

Results

Profile of the respondents

The target population was business stu-
dents pursuing undergraduate courses at
University of Ghana Business School
(UGBS). UGBS is an interdisciplinary
faculty within the College of Humanities,

University of Ghana, with six depart-
ments: Accounting, Finance, Marketing,
Human Resource, Public Administration
and Health Service Management. It is a
traditional aged public institution,
Ghana's largest and premier business
school which serves as mentoring insti-
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tution for several private universities in
Ghana. A total of 700 questionnaires were
administered to the respondents during
classroom sessions. Out of this number,
646 valid responses were used for data
analysis purposes.

Table 4 presents the demographic attri-
butes of the respondents. More of the
respondents were males than females. A
little over half (53%) of the respondents
were males with the rest being females.

Table 4: Profile of the Respondents

The population is largely youthful as close
to 90% of the students were within the age
bracket of 21-25. With regards to having a
form of training in Finance, majority of
the respondent group (63.9%) indicated
that they had received some form of
education in Finance. Also, Final Year
students constituted a larger proportion
of the respondent group (33.1%), with
majority of the students (49.1%) majoring
in Accounting and Finance.

Measure Item Frequency Percentage (%)
Gender Male 342 52.9
Female 304 471
Age 17-20 16 2.5
21-25 577 89.3
26-30 42 6.5
31-35 11 1.7
Training in Finance Yes 413 63.9
No 233 36.1
Major Accounting 321 49.7
Finance 164 25.4
Human Resource 53 8.2
Public Administration & 49 7.6
Health Services Management
Marketing 59 9.1
Level First Year 142 30.6
Second Year 190 29.4
Third Year 100 15.5
Final Year 214 33.1

Descriptive Statistics on Constructs
An analysis of the respondents' views on
the various constructs for the study is
presented in Table 5. Financial literacy
recorded an overall mean of 4.47. All
indicators within the constructs had
means above 5.0. This gives an indication
that on average, the respondent group

possesses high literacy levels in financial
issues. Investment behaviour, on the other
hand had an overall mean of 4.02. By
implication, the respondent group exhibit
sound investment behaviours. Moreover,
parental financial behaviour scored highly
with an overall score of 4.65. This gives an
indication that parents of the respondent
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group maintain good financial behaviour.
Finally, savings planning recorded an
overall mean 3.45 with all indicators
recording a mean score above 3.0. Im-
pliedly, majority of the respondents

skewness and the kurtosis statistics indi-
cate the values of all constructs are within
the range of +2 and -2 implying that data
for the constructs are generally normally
distributed (Gravetter & Wallnau, 2014).

appear to have a good savings plan. The

Table 5: Mean, Standard Deviation, Kurtosis and Skewness Statistics

Construct Mean Standard Kurtosis Skewness
Deviation

Financial Literacy 4.47

T never read the financial pages of my newsletter/newspaper 3.34  1.81 0.42 -0.80

I try to keep track of general economic trends 454 1.69 -0.33 -0.71

I am not attracted to the financial part of my life 250 191 1.12 -0.70

I regulatly look for interesting investment opportunities for  4.89  1.79 -0.55 -0.74

my money

I am interested in the evolution of cutrency rates 477 173 -0.48 -0.64

I accurately plan my expenses 514  1.68 1.21 -1.32

I keep track of general economic trends 489  1.63 -0.50 -0.52

I like to plan things 570 153 -0.27 -0.74

Investment Behaviour 4.02

I have invested money into at least one investment with 396 2.26 -1.48 0.02

more risks than a savings account

I use the principle of present and future value in my 414 191 -1.10 -0.11

investment calculations

I use the concept of dollar cost averaging in my investment 3.35  1.75 -0.74 0.35

planning

I use the power of diversification in my investment planning 3.84  1.87 -1.03 0.01

I use the calculated risks in my investing strategies 4.02  1.84 -0.98 -0.13

I use the principle of risk vs. return 410 189 -1.02 -0.17

I feel comfortable investing my monies 475 1.79 -0.65 -0.51

Parental Financial Behavior 4.65

My parents budgeted on paper 388  1.94 -1.15 -0.02

My parents saved for emergencies 512 1.78 -0.45 -0.76

My parents made prudent financial choices 512 171 -0.15 -0.16

My parents invested some of their assets into stocks 414 2.06 -1.24 -0.89

My parents taught me good spending habits 525 173 -0.08 0.02

My patents paid off their mortgage/loans prior to retiting.  4.22 2.08 -0.19 -1.20

My parents paid off their debts within the repayment 483 198 -0.83 -0.11

scheduled plan

Savings Planning 3.45

I save because my budget shows a positive disposable 391 1.67 -0.31 -0.80

income

I save money before paying my routine expenses such as 390  1.67 -1.48 -0.24

airtime, food, bills etc.

I use electronic deposit from my income to fund savings 340  1.65 -1.10 0.03

account
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Table 5: Mean, Standard Deviation, Kurtosis and Skewness Statistics

Construct Mean Standard Kurtosis Skewness
Deviation

I normally have at least three months gross income in an 314 156 -0.74 0.19

emergency fund

I have a maintenance fund for repairs and other periodic 330  1.63 -1.03 0.10

expenses

My average balance in my savings account normally goes up 3.90  1.52 -0.98 -0.23

I live for today not tomorrow 259 175 0.72 -0.77

Structural model results

Having confirmed the model fitness,
reliability and validity of the constructs,
the causal relationships between the exo-
genous and endogenous constructs based

Figure 1: Path Diagram
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cial Literacy has positively related to
investment (3=0.34, p-value=0.000). Pa-
rental Financial Behaviour has a positive
association with savings (3=0.27, p-

value=0.000) and investment (3=0.09, p-
value=0.05). Also, Parental Financial
Beha-viour is positively linked to financial
literacy (3=0.38, p-value=0.000).

Table 6: Standard coefficients and significance values for hypotheses

Hypothesis Path

Standard
Co-efficient

P Value Result

H1 Financial Literacy — Savings Planning 0.26 Ak Accepted
H2 Financial Literacy — Investment Behavior 0.34 ohK Accepted
H3 Parental Financial Behavior — Savings Behavior 0.27 ook Accepted
H4 Parental Financial Behavior — Investment Behavior 0.09 0.05 Accepted
H5 Parental Financial Behavior — Financial Literacy 0.38 ok Accepted

NB: *¥* = P Value < 0.01

Discussion of results

The current study examined the impact
of financial literacy and parental finan-
cial behaviour on the savings and invest-
ment behaviour of young adults. The
study further explored whether the fi-
nancial literacy level of young adults is in
any way influenced by parental financial
behaviour. In line with the prediction of
the study, financial literacy was found to
be positively related to both savings and
investment behaviour of the respon-
dents. By implication, individuals who
are financially proficient in knowledge
and skills have good savings plan and
positive disposition towards investment.
Existing studies (Lusardi, 2008b;
Mandell & Klein, 2009; Mutrendo &
Mutsonziwa, 2017) have affirmed the
existence of a positive relationship
between financial literacy and savings
behaviour. Murendo & Mutsonziwa
(2017) in particular document using data
from a developing country setting that
financial literacy increases the likelihood
to save through both formal and infor-
mal savings mechanisms. Thus, in the

context of developing economies finan-
cial literacy do not only affect the savings
behaviour of individuals in the formal
sector (who are usually in the minority)
but also matters for the majority of
individuals in the informal space who
use informal savings portfolios.

Similarly, our finding of a positive rela-
tionship between financial literacy and
investment behaviour is an indication
that financially literate individuals tend
to engage more in responsible invest-
ment behaviour than their peers. As ex-
plained by Grohmann, Kouwenberg, &
Menkhoff (2015) financial literacy in-
creases significantly the chances of an
individual investing in an investment
product. Reference to stock market in-
vestment, Yoong (2011) for instance
confirms that individuals with some
degree of knowledge in financial mat-
ters are more likely to invest in stocks
and mutual funds. Several empirical stu-
dies (Balloch, Nicolae, & Philip, 2015;
Hastings & Tejeda-Ashton, 2008) gene-
rally support the assertion that financial
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literacy positively correlates with
responsible investment behaviour. Ta-
ken together, our results suggest that an
important way of promoting savings
and investment habit among individuals
is to enhance their levels of financial
literacy. Policy initiatives meant to en-
hance literacy rates are therefore impor-
tant in shaping the financial decisions of
individuals.

The effect of parental financial beha-
viour on our variables of interest also
yielded very satisfactory results. We ob-
serve from the results that parental fi-
nancial behaviour has a positive effect
on the financial literacy. This finding
underscores the relevance of parental
behaviour on the financial life of their
wards. The ability of young people to
appreciate financial concepts, plan their
finances, the capacity to understand fi-
nancial services and products in part
could be linked with the exposure at
home. Thus, the actions and inactions
of parents play a crucial role in nurturing
the financial knowledge and skills of
their children. Being financially literate is
therefore not obtained through the for-
mal education system alone but could be
developed informally through the so-
cialization process. This finding is
consistent with results from existing
studies that associate parental financial
behaviour with financial knowledge of
their wards (Jorgensen & Savla, 2010;
Shim etal., 2010).

Lastly, we also find parental financial
behaviour to be positively associated
with both savings and investments
behaviour of young adult. This implies

that parental financial behaviour can
influence the savings and investment
decisions of their children both posi-
tively and negatively. Parents who exhi-
bit good financial behaviour at home are
more likely to influence their kids to be
financially responsible when they be-
come adults. While Grohmann et al.
(2015) associate parental teaching for in-
stance to be indirectly related to invest-
ment behaviour, our findings suggest
the existence of a direct relationship
between the two constructs. This fin-
ding is in line with other existing studies
(Cude et al., 2006; Hira, Sabri & Loibl,
2013; Webley & Nyhus, 2000) that
conclude that parental financial beha-
viour is an important predictor of sa-
vings and investment decisions of indi-
viduals.

Conclusion

In this paper we examine the savings and
investment behaviour of young adults,
their levels of financial literacy and as-
certain whether financial literacy is an
important predictor of savings and in-
vestment behaviour. We further exa-
mine the role of parental financial beha-
viour on financial literacy, savings and
investment behaviour of young people.
The evidence from our structural model
analysis suggests that, parental financial
behaviour has a positive influence on
financial literacy, savings and investment
behaviour of young people. Moreover,
financial literacy is also observed to be a
good predictor of the savings and in-
vestment behaviour of young people.

Given the increasing levels of debt
among the youthful population across
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the globe coupled with the low savings
and poor investment attitude among the
youth, this study attempts to share some
perspective on the factors that promote
responsible savings and investment
behaviour. In particular, we examine the
effect of some non-economic factors
(financial literacy and parental financial
behaviour) on the savings and invest-
ment behaviours unlike most existing
studies that focused predominantly on
the influence of economic factors. The
evidence provided in this study is
important to policy makers interested in
promoting savings and investment be-
haviour among its people, especially
those from developing countries where
savings and investment culture is poor.
Based on the results of the study, we
argue that an important way of encou-
raging people to save and invest at an
early stage in life is to enhance their
literacy levels in financial matters.

Given that the level of financial literacy
in most developing countries is generally
low, intervention policies such as finan-
cial educational campaigns could be im-
plemented on a national scale to pro-
mote proper financial behaviour (such
as savings and investment) among the
youth. Besides formal intervention stra-
tegies such as financial educational cam-
paigns, results of this study also demon-
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