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This study explores how financial literacy affects students’ financial well-being by looking at the
psychological factors that play a role—specifically self-control, mental budgeting, and mental
accounting—as mediating variables. The research aims to better understand how cognitive and
psychological resources help young people achieve financial well-being in a university setting.
Using a quantitative, survey-based approach, the study gathered data from 781 students across four
Indonesian cities. The data were analyzed using Partial Least Squares Structural Equation
Modeling (PLS-SEM) to examine both the direct and indirect relationships between the variables.
The results show that financial literacy has a significant impact on financial well-being, both
directly and indirectly, through the influence of self-control, mental budgeting, and mental
accounting. Based on the Conservation of Resources Theory, financial literacy serves as a cognitive
resource that helps students protect and manage their financial assets more effectively. The findings
suggest that universities and policymakers should develop financial literacy programs that also
address psychological aspects such as self-control and budgeting habits. Integrating these elements

can help students feel more financially secure and maintain better life balance. Overall, this study
offers both theoretical and practical insights by connecting financial literacy with the management
of psychological resources, and it points to new directions for developing psychology-based
financial education to enhance young people’s financial well-being.

© 2026 by the authors; licensee Growing Science, Canada

1. Introduction

Financial well-being has become one of the key indicators for assessing individuals’ quality of life, particularly in the face of
increasingly complex global financial challenges. The concept goes beyond the amount of wealth a person possesses—it
reflects the ability to effectively manage financial resources to meet present and future needs while avoiding financial stress
(Chaudhry et al., 2024). Although research on financial well-being is still relatively new, it has attracted growing academic
attention due to its crucial role in bridging the relationship between financial literacy, financial behavior, and financial
satisfaction. Studies indicate that low financial literacy can lead to poor financial management behavior, which ultimately has
a negative impact on individual financial well-being (Obaid et al., 2023). Moreover, the issue of financial well-being has
become increasingly prominent amid global changes, such as the COVID-19 pandemic, which has intensified financial
pressure for many individuals. In this context, financial literacy serves as a vital tool that enables individuals to make wiser
financial decisions related to spending, saving, and investing—thereby strengthening their resilience against economic
uncertainty. Beyond its economic dimension, financial well-being is also closely linked to psychological and social aspects,
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such as reduced stress and improved interpersonal relationships, which directly contribute to overall life satisfaction. This
makes financial well-being an urgent topic for further exploration across various social and economic contexts. In the post—
COVID-19 context, financial pressures among students have intensified alongside the growing shift toward digital
transactions and technology-driven financial inclusion. This situation demands a higher level of financial literacy and
psychological management skills, enabling individuals to maintain both financial stability and psychological well-being
simultaneously.

Financial well-being is an important indicator for assessing an individual’s financial stability and is influenced by various
factors, including financial literacy, financial behavior, attitudes toward money, financial stress, financial socialization, risk
tolerance, and demographic factors such as age, income, and education level. Financial literacy, in particular, plays a key role
by providing the knowledge and skills needed to manage finances effectively—such as developing saving habits, budgeting,
and avoiding excessive or impulsive spending (Mahdzan et al., 2023; Sangeeta et al., 2022). Moreover, healthy financial
behavior has been shown to improve individuals’ ability to achieve greater financial stability and well-being in both the short
and long term (Sultana et al., 2024). However, there are inconsistencies in the literature regarding the relationship between
financial literacy and financial well-being. Some studies report a significant relationship, while others find that the impact is
often mediated by variables such as financial behavior, self-efficacy, or technical skills in managing financial products (Kumar
et al., 2023; Manalo et al., 2024). These inconsistencies highlight the need for further research to better understand the
underlying mechanisms of this relationship, particularly by considering contextual factors such as social and economic
background. Future studies could adopt a multidimensional approach that integrates cognitive, behavioral, and environmental
aspects to uncover more complex dynamics, thereby making a meaningful contribution to the growing body of literature on
financial well-being.

Building on the reviewed literature, this study offers a distinct approach compared to previous research by integrating
psychological aspects—such as self-control, mental budgeting, and mental accounting—into the relationship between
financial literacy and financial well-being. Prior studies have primarily focused on the direct effects of financial literacy on
financial well-being or on the mediating role of general financial behaviors such as saving or debt management (Mahdzan et
al., 2023; Kumar et al., 2023). However, this study expands the theoretical framework by emphasizing psychological variables
that influence how individuals make financial decisions, manage their resources, and achieve financial well-being. Self-
control serves as a regulator of impulsive consumption, enabling individuals to delay gratification for long-term financial
goals—an area that has rarely been explored in depth in earlier studies. Additionally, mental budgeting, or the ability to
allocate income into specific categories, is considered a key mechanism for effective financial management, particularly for
individuals with limited income, such as students. Meanwhile, mental accounting, which involves mentally categorizing
income and expenditures, provides a novel perspective for understanding how individuals assign cognitive meaning to their
financial decisions (Bai, 2023; Antonides et al., 2011).

This study is also unique in its application of the Conservation of Resources (COR) Theory as its theoretical foundation. The
theory explains how individuals utilize and protect the resources they possess—including cognitive resources such as financial
literacy and self-control—to cope with stress and achieve financial well-being (Hobfoll, 1989). COR Theory provides a
conceptual framework to explain how psychological variables function as mediators that strengthen the relationship between
financial literacy and financial well-being. Through this multidimensional approach, the study not only offers theoretical
contributions but also provides practical insights for developing more holistic financial literacy programs that integrate both
cognitive and psychological dimensions.

This study holds strong urgency based on several key aspects—namely, the phenomenon, the research gap, and its distinction
from previous studies. From a phenomenological perspective, university students today face significant financial challenges,
such as rising education costs, reliance on limited income sources, and exposure to impulsive consumption driven by the
convenience of e-commerce. These conditions place students at a high financial risk if they lack sufficient financial literacy
to manage their finances effectively. As the young generation who will serve as future economic agents, it is essential to
understand how financial literacy influences students’ financial well-being, particularly through psychological mechanisms
such as self-control, mental budgeting, and mental accounting.

Previous studies have largely focused on the direct relationship between financial literacy and financial well-being but have
rarely integrated psychological variables that could explain the underlying mechanisms of this relationship. This study
addresses that research gap by examining the mediating roles of self-control, mental budgeting, and mental accounting, which
have previously been discussed only separately or not explored comprehensively. Furthermore, this research offers a
theoretical contribution by employing the Conservation of Resources (COR) Theory as a framework to understand how
students utilize cognitive resources—such as financial literacy—to protect their financial assets from economic pressures and
achieve financial well-being. The study aims to analyze the effect of financial literacy on students’ financial well-being by
investigating the mediating roles of self-control, mental budgeting, and mental accounting. It also seeks to identify the
psychological mechanisms that strengthen the link between financial literacy and financial well-being, providing new insights
for policymakers and educational institutions in designing more targeted and effective financial literacy programs for students.
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Ultimately, this research is expected to contribute not only academically but also practically by enhancing students’ financial
stability and overall quality of life.

Although numerous previous studies have confirmed the role of financial literacy in influencing financial well-being, a
significant research gap remains in understanding the psychological mechanisms that mediate this relationship. Most prior
research has focused on general financial behaviors as mediators, without exploring the specific roles of psychological
resources such as self-control, mental budgeting, and mental accounting, which shape how individuals manage and give
meaning to their financial resources. To address this gap, the present study aims to analyze the effect of financial literacy on
students’ financial well-being by incorporating these three psychological dimensions as mediating variables. Theoretically,
this study contributes by applying the Conservation of Resources (COR) Theory to explain how cognitive and psychological
resources are utilized to maintain and enhance financial well-being—a perspective that remains relatively underexplored in
the field of personal finance. Practically, this research offers a conceptual framework that can be used by educational
institutions and policymakers to design more holistic and psychology-based financial literacy programs, aimed at
strengthening the financial resilience and well-being of the younger generation in the digital economy era.

The Conservation of Resources (COR) Theory, developed by Hobfoll (1989), provides a strong theoretical foundation for
understanding how individuals protect, maintain, and accumulate the resources they possess. This theory emphasizes the
importance of various types of resources—physical, social, and cognitive—in helping individuals cope with stress and
pressure, including financial stress. In the financial context, financial literacy can be viewed as a vital cognitive resource, as
it equips individuals with the ability to understand key financial concepts such as income management, saving, investment,
and financial risk. With adequate financial literacy, individuals—including students—are better able to make rational and
strategic decisions, allowing them to protect and optimize their financial resources. Halbesleben et al. (2014) describe this
process as a “gain spiral,” where the accumulation of resources enhances individuals’ capacity to manage financial pressures,
ultimately contributing to improved financial well-being. Conversely, a lack of financial literacy can trigger a “loss spiral,”
in which individuals lose control over their resources and become more vulnerable to financial stress. Thus, COR Theory
explains that financial literacy not only directly influences financial well-being but also serves as a protective mechanism
against the loss of financial resources, helping to reduce financial strain (Hobfoll, 2001; Halbesleben et al., 2014; Hobfoll,
2018).

Table 1
Literature Mapping Table
Researcher Variable Key Findings Gaps Contribution
Mahdzan et al. (2023) FlnanC}al literacy — Financial Direct Effect Did not examine ) Incorporates sc?lf—control and
wellbeing psychological mechanisms ~ mental budgeting
Kumar et al. (2023) Financial literacy — Financial Mediation to financial Did not include specific Focuses on psychological
’ behaviour — Wellbeing behavior in general psychological variables dimensions
Manalo et al. (2024) Fmangal efficacy, saving No direct offect Did not focus on university Focuses.on the. con.text of
behaviour students Indonesian university students

Tabel 1 merangkum penelitian-penelitian empiris utama yang mengkaji hubungan antara literasi keuangan dan kesejahteraan
finansial. Tabel menyoroti variabel-variabel utama, metode analisis, serta temuan dari masing-masing studi, sekaligus
mengidentifikasi keterbatasan dan kesenjangan penelitian yang ada. Kolom terakhir menunjukkan bagaimana penelitian ini
memperluas studi sebelumnya dengan mengintegrasikan mediator psikologis yaitu self-control, mental budgeting, dan mental
accounting dalam kerangka Conservation of Resources Theory (Hobfoll, 1989). According to the Conservation of Resources
(COR) Theory (Hobfoll, 1989), individuals strive to acquire, preserve, and protect valuable resources, including cognitive
resources such as financial literacy. Financial literacy provides the knowledge and skills that enable individuals to make more
rational and strategic financial decisions—such as understanding risks, managing debt, and optimizing investments (Lusardi
& Messy, 2023; Chettri et al., 2024). With adequate financial literacy, individuals are able to avoid harmful financial practices,
build self-confidence, and reduce financial stress—all of which contribute to improved financial well-being. Moreover,
financial literacy enhances financial inclusion and broadens access to formal financial services, which are crucial for
strengthening economic resilience in the post-pandemic era. Therefore, the higher an individual’s level of financial literacy,
the greater their ability to achieve sustainable financial well-being. Hence, the first hypothesis is proposed as follows:

Hi: Financial literacy has a positive effect on financial well-being.

The concept of mental accounting (Thaler, 1985; 1999) explains how individuals categorize their income and expenses into
specific “mental accounts” to simplify financial management. Financial literacy plays a crucial role in shaping a more
systematic mental accounting structure, as it provides individuals with knowledge about budgeting, expenditure planning, and
consumption control (Rodriguez-Correa et al., 2025). Individuals with higher financial literacy are more likely to consciously
establish budget categories, prioritize essential spending, and avoid impulsive or excessive consumption behaviors
(Muehlbacher & Kirchler, 2019). In the context of students, this ability is particularly relevant, as it helps them allocate limited
financial resources more effectively toward educational needs and future savings. Therefore, good financial literacy is
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expected to enhance an individual’s ability to apply mental accounting effectively. Hence, the second hypothesis is formulated
as follows:

Hz: Financial literacy has a positive effect on mental accounting.

Heath and Soll (1996) describe mental budgeting as a cognitive process in which individuals set spending limits based on
specific categories to maintain financial discipline. Financial literacy functions as a cognitive resource that enables individuals
to understand the importance of budgeting and expenditure control (Hoque, 2017). With stronger financial knowledge,
individuals are able to establish and adhere to spending limits for essential needs, leisure, and savings, thereby preventing
wasteful behavior and maintaining long-term financial stability (Antonides et al., 2011). For students, this ability is
particularly important as it helps them optimize limited financial resources and guide their financial behavior toward
sustainable wellbeing. Hence, the third hypothesis is formulated as follows:

Hs: Financial literacy has a positive effect on mental budgeting.

Self-control is a crucial psychological aspect of individual financial management. According to Baumeister et al. (2002) and
Tangney et al. (2004), self-control reflects an individual’s ability to resist short-term consumption impulses in order to achieve
long-term financial goals. Financial literacy acts as a cognitive resource that strengthens this ability by providing a deeper
understanding of the consequences of financial behavior (Fernandez-Lopez et al., 2023; Ogundare et al., 2024). Individuals
with higher financial literacy tend to be more disciplined in managing expenses, delaying gratification, and allocating funds
toward priority needs. Thus, financial literacy enhances an individual’s capacity for self-control in making sound and
sustainable financial decisions. Hence, the fourth hypothesis is formulated as follows:

Ha: Financial literacy has a positive effect on self-control.

The Conservation of Resources (COR) Theory posits that individuals strive to protect and utilize their resources to reduce
stress and achieve overall well-being (Hobfoll, 1989, 2001). In this context, mental budgeting, self-control, and mental
accounting function as key psychological resources that help individuals maintain financial balance. Mental budgeting
provides a cognitive framework for managing expenditures and ensuring efficient use of resources (Antonides et al., 2011).
Individuals with strong mental budgeting skills are able to classify and monitor their expenses effectively, which in turn
enhances their level of financial well-being (Bai, 2023). Self-control enables individuals to resist impulsive spending and stay
focused on long-term financial goals (Khurshid et al., 2021). It is also a major determinant of financial stress, as individuals
with higher self-control tend to experience lower levels of financial strain (Raaij et al., 2023). Meanwhile, mental accounting
helps individuals prioritize essential expenditures and minimize wasteful spending (Radianto et al., 2024). Psychologically,
mental accounting plays an important role in shaping financial decision-making processes, which directly influences an
individual’s psychological and financial well-being (Antonides & Ranyard, 2017). Together, these three mechanisms foster
more structured financial management, reduce economic stress, and ultimately improve financial well-being. Accordingly,
the fifth to seventh hypotheses are as follows:

Hs: Mental accounting has a positive effect on financial well-being.
He: Mental budgeting has a positive effect on financial well-being.
H7: Self-control has a positive effect on financial well-being.

Mental
Accounting

H2

Financial H1 Financial
Literacy H3 Well-being

Mental
Budgeting

H4

Self-Control

Fig. 1. Research Model

2. Methods

This study employs a quantitative survey approach to examine the relationships among variables in the proposed research
model. Data were collected using a structured questionnaire with a 7-point Likert scale, where 1 indicated “strongly disagree”
and 7 indicated “strongly agree.” The population consisted of university students from four cities in Indonesia—a group that
has received limited attention in previous studies on financial well-being. Using purposive sampling, respondents were
selected based on specific criteria: they had to be active students, possess basic knowledge of personal finance, and be willing
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to participate. A total of 800 questionnaires were distributed to ensure an adequate sample size for analysis using Partial Least
Squares Structural Equation Modeling (PLS-SEM), which is recognized for its strength in modeling complex predictive
relationships, even with relatively small sample sizes. The operational definitions of variables were derived from established
theories and prior studies: financial literacy (Setiawan et al., 2021) was measured by five indicators; financial well-being
(Powell et al., 2023) by five indicators; self-control (Thung et al., 2012) by five indicators; mental budgeting (Antonides et
al., 2011) by four indicators; and mental accounting (Radianto et al., 2024) by nine indicators. Data analysis was conducted
using SmartPLS, with PLS-SEM chosen for its predictive capability and flexibility in handling non-normally distributed data.
The analysis included two main stages: the outer model, which tested validity and reliability using outer loadings, Average
Variance Extracted (AVE), Composite Reliability (CR), and discriminant validity through the Fornell-Larcker criterion and
Heterotrait-Monotrait Ratio (HTMT); and the inner model, which evaluated relationships among latent variables using path
coefficients, t-statistics, and p-values. The model’s predictive power and construct contributions were further assessed through
R-square, f-square, and Q-square values. The use of PLS-SEM in this study provides a predictive and flexible framework,
making it suitable for exploring the psychological and financial factors that influence students’ financial well-being, thereby
offering comprehensive and empirically grounded insights.

3. Results

Out of the 800 questionnaires distributed, a total of 781 were successfully collected and analyzed, resulting in a response rate
0f 97%. Table 2 presents the demographic profile of the respondents.

Table 2
Profil Responden

Category Description Number Percentage (%)
Bachelor Management 304 39%
Bachelor Accounting 171 22%
Diploma Accountin, 159 20%

Study Program Digloma Taxation y 137 18%
Diploma Management 10 1%
Total 781 100%
Manado 336 43%
Waingapu 160 20%

City NTB 152 19%
Yogyakarta 133 17%
Total 781 100%
Women 571 74%

Gender Men 204 26%
Total 781 100%
18-20 426 55%

Age 21-23 289 37%
>23 66 8%
Total 781 100%

The respondent profile in this study shows that the majority were undergraduate students majoring in Management (39%),
followed by Accounting (22%), Diploma in Accounting (20%), Diploma in Taxation (18%), and Diploma in Management
(1%). In terms of location, most respondents were from Manado (43%), followed by Waingapu (20%), NTB (19%), and
Yogyakarta (17%). Regarding gender, female respondents dominated the sample (74%) compared to males (26%). In terms
of age, the majority were between 18-20 years old (55%), followed by 21-23 years old (37%), and those above 23 years old
(8%). This indicates a predominance of young female students majoring in Management, primarily located in Manado.

3.1 Outer model

The initial data analysis revealed that one indicator, **FL2** had an outer loading value of less than 0.7; therefore, it was
removed from the model, and the data were reprocessed (Chin, 1998). The subsequent analysis showed that all remaining
indicators had outer loading values above 0.7, indicating acceptable indicator reliability.

Based on the outer loading analysis presented in Table 2, all indicators for each construct demonstrated values above the
threshold of 0.70, indicating strong convergent validity. For the Financial Literacy construct, the loading values ranged from
0.831 to 0.929, while for Financial Wellbeing, the lowest loading value was 0.812 (Financial Wellbeing 4) and the highest
was 0.912. The Mental Accounting construct showed strong factor loadings ranging from 0.813 to 0.912, whereas Mental
Budgeting recorded loadings between 0.856 and 0.911. Finally, the Self-Control construct had loading values between 0.806
and 0.896, with the fifth indicator remaining valid despite having the lowest score. Overall, all constructs demonstrated
significant indicator contributions, confirming that the model achieved excellent convergent validity at this stage.
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Table 3
Outer Loading

Financial Literacy Financial Wellbeing Mental Accounting Mental Budgeting Self Control
FL1 0.831
FL3 0.915
FL4 0.929
FLS 0.927
FL6 0.912
FWB1 0.886
FWB2 0.890
FWB3 0.912
FWB4 0.812
FWBS 0.880
MAL1 0.813
MA10 0.886
MA2 0.817
MA3 0.855
MA4 0.855
MAS 0.885
MA6 0.912
MA?7 0.900
MAS 0.886
MA9 0.892
MBI 0.887
MB2 0.856
MB3 0.911
MB4 0.892
SC1 0.867
SC2 0.896
SC3 0.880
SC4 0.844
SC5 0.806

Table 4

Cronbach’s Alpha, composite Reliability, Rho A, AVE

Composite reliability Average variance extracted
(rho a) (AVE)

Financial Literacy 0.943 0.947 0.957 0.816

Financial Wellbeing 0.925 0.934 0.943 0.768

Mental Accounting 0.964 0.965 0.969 0.758

Mental Budgeting 0.909 0911 0.936 0.786

Self Control 0.913 0.946 0.934 0.738

Cronbach's alpha Composite reliability (rho _c)

Based on Table 4, all constructs demonstrated excellent internal reliability, with Cronbach’s Alpha values exceeding the
recommended threshold of 0.70 (Hair et al., 2017). The Mental Accounting construct recorded the highest value at 0.964,
while Mental Budgeting showed the lowest at 0.909, yet still within the category of very high reliability. The Composite
Reliability (rho c) values were also consistently high, with all constructs surpassing the minimum recommended level of
0.70, as suggested by Fornell and Larcker (1981). Financial Literacy exhibited the highest composite reliability at 0.957,
indicating strong consistency among its indicators. Furthermore, convergent validity was confirmed, as all Average Variance
Extracted (AVE) values exceeded the 0.50 threshold (Chin, 1998). Financial Literacy achieved the highest AVE value at
0.816, while Self-Control recorded the lowest at 0.738, which still indicates that more than 73% of the construct’s variance is
explained by its indicators. Overall, these results confirm that all constructs in the model are both valid and reliable, allowing
the analysis to proceed to the next stage confidently.

Table 5
Discriminant Validity (HTMT)
Financial Financial . .
Literacy Wellbeing Mental Accounting Mental Budgeting Self Control
Financial Literacy
Financial Wellbeing 0.771
Mental Accounting 0.752 0.752
Mental Budgeting 0.771 0.751 0.888
Self Control 0.136 0.245 0.103 0.202

Table 5 indicates that most of the inter-construct correlations fall below the recommended threshold of 0.85 (Hair et al., 2017),
or the more lenient limit of 0.90 suggested by Henseler et al. (2015). All relationships among the constructs meet these criteria,
except for the relationship between Mental Budgeting and Mental Accounting, which recorded an HTMT value of 0.888—
approaching the 0.90 threshold but still within the acceptable range. The strongest relationship was observed between Mental
Budgeting and Mental Accounting, while the weakest was between Financial Literacy and Self-Control, with an HTMT value
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of 0.136. Overall, these results confirm that the model demonstrates good discriminant validity, supporting its suitability for
further structural analysis.

Table 6
Discriminant Validity (Fornell-Larcker)
Financial Literacy Financial Wellbeing Mental Accounting Mental Budgeting Self Control
Financial Literacy 0.903
Financial Wellbeing 0.730 0.876
Mental Accounting 0.719 0.719 0.871
Mental Budgeting 0.717 0.697 0.832 0.887
Self Control 0.138 0.228 0.104 0.192 0.859

The discriminant validity analysis using the Fornell-Larcker method, as presented in Table 6, shows that the square root of
the Average Variance Extracted (AVE) for each construct is greater than the correlations between constructs, as recommended
by Fornell and Larcker (1981). This approach is employed to ensure that each construct is more strongly associated with its
own indicators than with other constructs in the model. Furthermore, Hair et al. (2017) emphasize that the Fornell-Larcker
method is one of the most commonly used techniques for testing discriminant validity in PLS-SEM-based studies. Therefore,
the results of this analysis provide sufficient evidence supporting the discriminant validity of the tested model.

3.2 Inner Model

Table 7
Multicollinearity (VIF)
VIF

Financial Literacy = Financial Wellbeing 2.292
Financial Literacy = Mental Accounting 1.000
Financial Literacy = Mental Budgeting 1.000
Financial Literacy = Self Control 1.000
Mental Accounting = Financial Wellbeing 3.656
Mental Budgeting = Financial Wellbeing 3.706
Self Control = Financial Wellbeing 1.050

Based on the multicollinearity analysis presented in Table 7, which utilizes the Variance Inflation Factor (VIF), all constructs
in the model meet the recommended criteria, with VIF values remaining below the threshold (VIF < 5) as suggested by Hair
et al. (2017). Financial Literacy shows a VIF value of 2.292 toward Financial Wellbeing, indicating no significant
multicollinearity. Other constructs, such as Mental Accounting, Mental Budgeting, and Self-Control, have VIF values of 1.000
each toward Financial Literacy, reflecting a very low and non-problematic linear relationship. Furthermore, Mental
Accounting and Mental Budgeting have VIF values of 3.656 and 3.706, respectively, toward Financial Wellbeing, which are
still within acceptable limits. Meanwhile, Self-Control has a VIF value of 1.050 toward Financial Wellbeing, also indicating
no signs of multicollinearity. Therefore, all constructs can be considered valid for use in the inner model analysis without
concerns of excessive multicollinearity.

Table 8
Hypotesis testing
Original sample Sample mean géi?:ggi T statistics P values
©O) ™M) (STDEV) (|O/STDEVY))

Financial Literacy = Financial Wellbeing 0.395 0.394 0.046 8.565 0.000
Financial Literacy = Mental Accounting 0.719 0.719 0.023 31.559 0.000
Financial Literacy = Mental Budgeting 0.717 0.717 0.021 34.943 0.000
Financial Literacy = Self Control 0.138 0.140 0.037 3.701 0.000
Mental Accounting = Financial Wellbeing 0314 0.314 0.060 5.254 0.000
Mental Budgeting = Financial Wellbeing 0.130 0.131 0.056 2.335 0.020
Self Control = Financial Wellbeing 0.116 0.117 0.026 4.505 0.000
Flnan01?l Literacy = Self Control = Financial 0016 0016 0.006 2853 0.004
Wellbeing
F;nanc;al theracy - Mental Budgeting > 0.094 0.094 0.040 2331 0.020
Financial Wellbeing
F;nanqal theracy - Mental Accounting > 0226 0226 0.044 5126 0.000
Financial Wellbeing

Table 8 shows that the relationship between Financial Literacy and Financial Wellbeing is significant, with a path coefficient
0f 0.395 (p < 0.001), indicating that financial literacy has a relatively strong direct effect on financial wellbeing. In addition,
Financial Literacy has a significant influence on Mental Accounting (0.719, p <0.001), Mental Budgeting (0.717, p <0.001),
and Self-Control (0.138, p < 0.001), suggesting that financial literacy significantly affects various aspects of financial
management. Both Mental Accounting and Mental Budgeting also have significant effects on Financial Wellbeing, with path
coefficients of 0.314 (p < 0.001) and 0.130 (p = 0.020), respectively, while Self-Control shows a smaller yet still significant
effect (0.116, p < 0.001). Mediation relationships were also found to be significant, where Financial Literacy influences
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Financial Wellbeing through Self-Control (0.016, p = 0.004), Mental Budgeting (0.094, p = 0.020), and Mental Accounting
(0.226, p < 0.001). This indicates that the effect of financial literacy on financial wellbeing is partially mediated by these
factors. Overall, all relationships have t-statistics greater than 1.96, confirming significance at the 5% level.

Table 9
Confidence Interval Bias Corrected
Original sample (O) Sample mean (M) Bias 2.5% 97.5%
Financial Literacy = Financial Wellbeing 0.395 0.394 -0.001 0.303 0.486
Financial Literacy = Mental Accounting 0.719 0.719 -0.000 0.671 0.761
Financial Literacy = Mental Budgeting 0.717 0.717 -0.000 0.675 0.756
Financial Literacy = Self Control 0.138 0.140 0.003 0.064 0.210
Mental Accounting = Financial Wellbeing 0.314 0.314 0.000 0.200 0.434
Mental Budgeting = Financial Wellbeing 0.130 0.131 0.000 0.019 0.239
Self Control > Financial Wellbeing 0.116 0.117 0.001 0.064 0.165

Based on Table 8, Confidence Interval Bias Corrected, the following is a systematic analysis of the relationships in the model:
The results show that all the relationships are within the 95% confidence interval (CI) without the null value, which indicates
a statistically significant relationship at the 95% confidence level. The relationship between Financial Literacy and Financial
Wellbeing has a coefficient of 0.395 with CI [0.303, 0.486], which indicates a significant influence. Financial Literacy also
has a strong influence on Mental Accounting (0.719, CI[0.671, 0.761]) and Mental Budgeting (0.717, CI[0.675, 0.756]), and
a lower but significant influence on Self Control (0.138, CI1[0.064, 0.210]). In addition, Mental Accounting shows a significant
relationship with Financial Wellbeing with a coefficient of 0.314 and CI [0.200, 0.434], while Mental Budgeting has a smaller
but still significant contribution with a coefficient of 0.130 and CI [0.019, 0.239]. Self Control has a smaller direct effect on
Financial Wellbeing with a coefficient of 0.116 and CI [0.064, 0.165]. Keandalan relationship in this model is ascertained
through CI that does not include the value of zero for all the lines. Oleh karena itu, this model shows good results in describing
the relationship between latent variables.

Table 10.
F Square
f-square

Financial Literacy = Financial Wellbeing 0.184
Financial Literacy = Mental Accounting 1.070
Financial Literacy = Mental Budgeting 1.061
Financial Literacy = Self Control 0.019
Mental Accounting = Financial Wellbeing 0.073
Mental Budgeting = Financial Wellbeing 0.012
Self Control = Financial Wellbeing 0.035

Based on Table 8, which presents the Bias-Corrected Confidence Interval (CI) results, a systematic analysis of the reliability
of the path relationships in the model is as follows: The findings indicate that all path coefficients fall within the 95%
confidence interval range without crossing zero, signifying that all relationships are statistically significant at the 95%
confidence level. The relationship between Financial Literacy and Financial Wellbeing has a coefficient of 0.395 with a CI of
[0.303, 0.486], indicating a significant direct effect. Financial Literacy also exerts a strong influence on Mental Accounting
(0.719, C1[0.671, 0.761]) and Mental Budgeting (0.717, CI1 [0.675, 0.756]), as well as a smaller yet significant effect on Self-
Control (0.138, CI1[0.064, 0.210]). Furthermore, Mental Accounting shows a significant relationship with Financial Wellbeing
(coefficient = 0.314, CI [0.200, 0.434]), while Mental Budgeting contributes a smaller but still significant effect (0.130, CI
[0.019, 0.239]). Self-Control also exhibits a modest yet significant direct influence on Financial Wellbeing (coefficient =
0.116, CI[0.064, 0.165]). The reliability of these relationships is confirmed by the absence of zero within all CIs, indicating
that the model demonstrates high accuracy in representing the relationships among the latent variables.

3.3 Goodness of Fit

Table 11
R-Square
R-square R-square adjusted
Financial Wellbeing 0.631 0.629
Mental Accounting 0.517 0.516
Mental Budgeting 0.515 0.514
Self Control 0.019 0.018

Based on the analysis of the Adjusted R-square values (Table 11) and referring to the standards recommended by Chin (1998),
the model demonstrates that the Financial Wellbeing construct has an Adjusted R-square value of 0.629, which approaches
the substantial category (>0.67). This indicates that the model possesses a strong predictive capability for this construct. The
constructs Mental Accounting and Mental Budgeting each have Adjusted R-square values of 0.516 and 0.514, respectively,
which fall within the moderate category (>0.33), suggesting that the model moderately explains the variance of these
constructs. However, for the Self-Control construct, the Adjusted R-square value of 0.018 is categorized as weak (<0.19),
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indicating that the model has a very limited predictive power for this construct. These findings imply that while the model
performs well in predicting key constructs such as Financial Wellbeing, its predictive strength varies across different
constructs.

Table 12
Q Square
Q?predict RMSE MAE
Financial Wellbeing 0.531 0.686 0.515
Mental Accounting 0.515 0.698 0.538
Mental Budgeting 0.513 0.699 0.539
Self Control 0.015 0.995 0.831

Table 12 presents the Q*predict values, which indicate the predictive relevance of the model. As suggested by Hair et al.
(2017), a Q*predict value greater than zero signifies that the model has relevant predictive capability. In this model, the
Financial Wellbeing construct has a Q?*predict value of 0.531, demonstrating a very strong predictive ability for this variable.
The constructs Mental Accounting and Mental Budgeting have Q?predict values of 0.515 and 0.513, respectively, also
indicating high predictive relevance. However, the Self-Control construct shows a Q*predict value of only 0.015, which is
very low, suggesting that the model lacks significant predictive relevance for this construct. Additionally, the Root Mean
Square Error (RMSE) and Mean Absolute Error (MAE) values provide further insight into prediction errors. Financial
Wellbeing recorded an RMSE of 0.686 and an MAE of 0.515, indicating relatively small prediction errors compared to other
constructs. For Mental Accounting and Mental Budgeting, the RMSE and MAE values are nearly equivalent, suggesting a
similar level of prediction accuracy for both constructs. Conversely, Self-Control exhibits higher prediction errors, with an
RMSE of 0.995 and an MAE of 0.831, which aligns with its low Q?predict value. Overall, the model demonstrates strong
predictive relevance for the key constructs — Financial Wellbeing, Mental Accounting, and Mental Budgeting — but shows
limited predictive capability for the Self-Control construct.

Table 13
SRMR
Estimated model

SRMR 0.092
d ULS 3.720
dG 0.634
Chi-square 2641.486
NFI 0.887

Based on Table 12, the Standardized Root Mean Square Residual (SRMR) value of 0.092 indicates an acceptable level of
model fit. According to Hair et al. (2017), an SRMR value below 0.10 — or preferably 0.08 — reflects a good model fit. In
this case, the SRMR value of 0.092 is close to the upper threshold, suggesting that the model demonstrates a reasonably good
fit. The d ULS value of 3.720 and the d_G value of 0.634 provide additional evidence of model adequacy, with the relatively
low d_G value indicating satisfactory model alignment. The Chi-square statistic of 2641.486 also serves as an indicator of
model fit; however, its interpretation is often influenced by large sample sizes. Furthermore, the Normed Fit Index (NFI)
value of 0.887 suggests that the model is approaching a good level of fit, though it falls slightly below the recommended
threshold of 0.90. Overall, the results indicate that the model achieves a moderately good fit, demonstrating acceptable
adequacy for further interpretation and analysis.

4. Discussion

The findings of this study confirm that financial literacy has a significant influence on financial wellbeing, both directly and
through psychological mediating variables such as self-control, mental budgeting, and mental accounting. Within the
framework of the Conservation of Resources (COR) Theory (Hobfoll, 1989), financial literacy functions as a cognitive
resource that enables individuals to acquire, maintain, and protect their financial assets. Students with higher levels of financial
literacy tend to adopt more efficient financial management strategies to cope with limited resources—such as planning
expenditures, setting aside emergency savings, and avoiding impulsive spending. Thus, financial literacy serves not only as
instrumental knowledge but also as a protective mechanism that enhances financial resilience and reduces economic stress.
Furthermore, the study highlights the crucial mediating roles of mental accounting and mental budgeting in linking financial
literacy to financial wellbeing. These constructs act as cognitive mechanisms that structure how individuals perceive and
allocate their money. From a COR Theory perspective, these processes represent resource conservation strategies, where
individuals mentally organize their finances to prevent unnecessary losses. Students with strong financial literacy are more
capable of developing a “protective framework” by categorizing expenditures, distinguishing needs from wants, and
establishing rational budget limits. Through these mechanisms, they not only improve financial efficiency but also strengthen
their sense of control and financial satisfaction.

In addition, self-control emerges as the strongest mediator between financial literacy and financial wellbeing. This finding
aligns with Baumeister et al. (2002), who posit that self-control is a form of psychological resource that allows individuals to
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delay gratification in pursuit of long-term goals. In the student context, self-control acts as a behavioral filter that helps balance
academic, social, and personal needs. The combination of financial literacy and self-control thus enables individuals to
maintain equilibrium between the use and protection of financial resources—reflecting the core principle of COR Theory.
From a practical perspective, these results provide valuable guidance for universities and financial institutions. Universities
can integrate financial literacy education into compulsory curricula or student welfare programs focusing on financial
wellbeing, emphasizing exercises in self-regulation and budget planning rather than merely technical knowledge of financial
products. Financial institutions such as banks and fintech companies can collaborate with universities to develop educational
financial products that encourage healthy financial behavior—for example, smart saving goals or automated budgeting
assistants. Such innovations would strengthen the link between knowledge, behavior, and financial wellbeing among students.
Finally, this study contributes to three key dimensions. Theoretically, it extends the application of COR Theory by
demonstrating how financial literacy functions as a cognitive resource mediated by psychological mechanisms (self-control,
mental budgeting, and mental accounting) in explaining students’ financial wellbeing. Practically, it offers a conceptual
framework for universities, regulators, and financial institutions to design more effective behavioral-based educational
interventions aimed at improving the financial wellbeing of young adults. Methodologically, it reinforces the use of PLS-
SEM in examining multidimensional relationships between cognitive and psychological variables, providing a foundation for
future studies employing longitudinal or experimental designs to test causal pathways. Consequently, this research not only
advances theory and practice but also opens new avenues for deepening multidisciplinary understanding of financial
wellbeing.

5. Conclusion

This study confirms that financial literacy functions not only as technical knowledge but also as a cognitive resource that
protects financial wellbeing through psychological mechanisms such as self-control, mental budgeting, and mental
accounting. Grounded in the Conservation of Resources (COR) Theory, the findings indicate that financially literate students
are better able to preserve and optimize their financial resources through disciplined self-regulation and planned financial
strategies. This process enhances financial security, satisfaction, and resilience against economic stress.

The results provide empirical evidence that strengthening financial wellbeing requires a holistic approach combining cognitive
(financial knowledge), behavioral (budgeting and self-control), and psychological (perceived security and balance)
dimensions. Policy implications suggest that national financial literacy programs should evolve from product-based education
toward behavioral-based financial education, focusing on reflective ability and self-regulation in digital financial decision-
making. For universities and financial institutions, the findings highlight the need to foster a learning ecosystem that promotes
financial mindfulness, disciplined budgeting, and responsible use of financial technology.

Theoretically, this study extends COR Theory into the financial literacy context by demonstrating how cognitive and
psychological resources interact to shape adaptive financial behavior. Practically, it offers a conceptual model for educators
and policymakers to strengthen young adults’ financial wellbeing. Methodologically, the use of PLS-SEM proves effective
for explaining multidimensional relationships among cognitive, psychological, and wellbeing variables.

Despite these contributions, several limitations must be acknowledged. First, the cross-sectional design restricts causal
inference; longitudinal or experimental studies are needed to capture dynamic changes in financial wellbeing over time.
Second, self-report measures may introduce bias; future studies should incorporate behavioral or experience-sampling data to
enhance validity. Third, the sample focuses on students from four Indonesian cities, limiting generalization to other
populations or cultural contexts.

Future research could integrate digital financial behavior and emotional regulation into the model to reflect changes in
financial habits due to fintech adoption. Comparative and mixed-method approaches—combining quantitative and qualitative
insights—may further deepen understanding of financial wellbeing from a behavioral and cross-cultural perspective.
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