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Abstract 
Statistics and surveys of literature to date have revealed a disturbing truth 
regarding financial prudence among the Malaysian population, particularly the 
youth. The studies depict this group’s state of being easily overwhelmed by 
the latest trends, causing them to spend beyond their means due to impulse-
buying behavior. Individual financial decisions encompass one’s spending, 
savings, borrowing, and investment activities, which are generally influenced 
by their materialistic needs and level of financial literacy alike. In consideration 
of these two main contributing factors, this study aimed to examine the 
practice of moderation (wasatiyyah) among Malaysian university students in 
their financial decision-making. A total of 550 questionnaires were distributed 
to respondents enrolled in public universities located in central and north 
Malaysia regions. Subsequently, all data obtained were analyzed using 
exploratory factor analysis (EFA), confirmatory factor analysis (CFA), and 
structural equation modeling (SEM). The resulting findings concluded that 
there was no mediatory influence of wasatiyyah on students’ financial 
decisions. Nevertheless, its adoption was comparably influential as the 
financial literacy exhibited by students pertaining to their financial decision-
making. Hence, the tested hypothesis in this study is duly supported: the 
element of wasatiyyah would render students more cautious in financial 
decision-making processes.  

Keywords: moderation (wasatiyyah), youth, financial decision, financial 
literacy, materialism, structural equation modeling 
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 Introduction  
In general, students currently enrolled at universities are 

identifiable as the millennial generation, which is documented to be 
often motivated by dressing to impress (Eastman, Iyer, & Thomas, 
2012). This population forms a large social group that has started to 
live independently outside the comfort of their family and yet remains 
financially dependent on others, including parents, scholarships, and 
educational loans for their living. Nevertheless, these students have 
commenced managing their own finances and making financial 
decisions. The cultural and lifestyle changes over the years have 
undeniably shifted their spending and saving habits accordingly (Birari 
& Patil, 2014). In the past, they incurred primary expenses in the form 
of books, stationery, clothes, and food. However, today’s heavy 
reliance on technology has spurred a sizable budget allocated for 
gadgets necessary for their teaching and learning activities as well.  

Beyond the anticipated essential expenditure on education and 
sustenance, students also underline entertainment and lifestyle as 
recurring themes in their spending. Rather than merely being brand-
conscious, studies have revealed that the youth are influenced by the 
latest trends, leading them to spend beyond their means. Such 
impulse-buying behavior is further bolstered by their enjoyment of 
instant gratification and fondness for online purchasing (World Bank 
Group, 2019; Birari & Patil, 2014). These millennials are extremely 
vulnerable to marketing tactics and promotion, depicting a higher 
tendency for spending money swiftly and more often purchasing 
through social network platforms such as Facebook and Instagram 
(Moreno et al., 2017). Consequently, one may argue that the practice 
of moderation or wasatiyyah among university students would 
inevitably lead to a more prudent buying habit.  

In the context of Malaysia, published statistics and scholarly 
surveys have raised the alarms on the financial prudence of its citizens, 
especially the youth population. For example, the World Bank (2019) 
has reported that young Malaysians with low income live beyond their 
means and are piling up with debts. Furthermore, the report highlighted 
increasing concern over bankruptcy among those aged 25 to 34 years 
in view of 60 percent of bankrupt borrowers identified to be in this age 
group. This is consistent with findings of the Malaysian Department of 
Insolvency (MDI), which has confirmed that 80,625 Malaysians aged 
between 18 and 44 years were declared bankrupt from 2015 up until 
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August 20195. Indeed, the sky-high rates of bankruptcy due to 
borrowing for consumption as opposed to wealth accumulation are 
alarming, especially among younger borrowers with limited financial 
knowledge and literacy. Although the current crop of university or 
college students has yet to contribute to the reported statistics, they 
may be potentially trapped in the same behavioral pattern if they remain 
unequipped with the necessary financial knowledge and unguided in 
the pursuit of their material needs. 

Throughout time, many studies have validated the fact that 
individual financial decisions such as spending, saving, borrowing, or 
investing are primarily influenced by one’s materialistic needs (Watson, 
1998 & 2003; Podoshen & Andrzejewski, 2012; Nepomuceno & 
Laroche, 2015) and level of financial literacy (Beckmann, 2013; French 
& McKillop, 2016; Mulyana, Soeaidy, & Taufiq, 2019; Abu Bakar & Abu 
Bakar, 2020a). In view of these two key contributing factors, this study 
intends to examine the practice of moderation (wasatiyyah) among 
university students in Malaysia pertaining to their decisions on financial 
matters. Here, wasatiyyah is defined in the light of the pressing need 
for Muslim consumers to observe their religious obligations in avoiding 
profligate spending and embrace self-control (i.e., moderation) in their 
financial matters (Surah Al-Furqan, 25: 67). It is postulated that 
practicing moderation mediates the influence of materialism and 
financial literacy on student’s financial decisions. 

The following section two discusses the literature review and 
conceptual framework for this work. Meanwhile, section three explains 
the research methodology implemented, which includes research 
population, sample size, and data analysis procedure. Then, the 
analysis carried out and findings obtained are presented in section four, 
whereas the fifth and final section conclude the current study. 

 Literature Review  
The current study is rooted in the interest to investigate the 

application of wasatiyyah by university students in making their 
financial decisions. Unfortunately, a limited volume of the empirical 
literature is available on wasatiyyah or moderation in the domain of 
financial decisions, whereas works on financial decisions are common 
in the corporate world but rather scanty in personal finance. This 

 
5 https://www.nst.com.my/news/nation/2019/10/530812/80625-new-bankruptcies-
2015-until-aug-year 
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section presents the literature on materialism, financial literacy, and 
wasatiyyah accordingly, as well as the manner in which these factors 
influence or are related to financial decisions.  

 Financial Decisions  

The traditional perspective of financial decisions denotes an 
individual requiring information, financial knowledge, and the ability to 
process such information accordingly to make sound financial 
decisions (Garcia, 2013). According to the rational expectation theory, 
it hypothesizes that individuals have a sensible expectation and thus 
utilize all relevant information available to them intelligently when 
forming their expectations on economics variables for financial 
decision-making (Muth, 1961). In line with the concept and assumption, 
theories describing individual investments and savings have been 
developed, such as the lifecycle models framework by Modigliani and 
Brumberg (1954) and permanent income theory by Friedman (1957). 
These theories and framework collectively allow the presumption that 
consumption and saving decisions are optimal. 

In contrast, studies in the field of behavioral finance have argued 
that information plays little or no role at all in many financial decisions 
(Shefrin, 2002; Shiller, 2003; Barberis & Thaler, 2003). Instead, they 
highlight a variety of psychological elements that appear to influence 
financial decisions as opposed to valid information. For example, some 
individuals tend to be overly confident in their judgment, resulting in the 
occasional choice to consider part of or ignore the information 
altogether. Besides, they display the tendency to act on impulse or are 
guided by what they or others believe to be true. The 2008 financial 
crisis has been arguably attributed partly to overconfidence and 
cognitive biases, which lead to overinvestment in risky assets. It 
occurred following the dismissal of contrary market signals based on 
the accurate and available information (Thaler & Sunstein, 2008; Jlassi, 
Naouqi & Mansour, 2014) and a display of excessive appetite for risk. 

Based on both traditional and behavioral finance viewpoints, a 
comprehension of how an individual develops the ability to make 
correct financial decisions is undeniably critical. This is especially 
crucial in the context of the youth population, which can be considered 
a vulnerable group with less stable financial resources. Despite several 
studies having discussed youth financial behavior and financial literacy 
(Garg & Singh, 2018; Mulyana, Soeaidy & Taufiq, 2019; Abu Bakar & 
Abu Bakar, 2020a; Abu Bakar & Abu Bakar, 2020b), the need to 
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understand the complex processes and influences associated with 
youth financial decisions remain. In addition to financial education, 
youth financial decisions may be influenced by other factors, such as 
social surroundings, values, and personality (Angulo-Ruiz & Pergelova, 
2015; Hira, 2012; Lusardi, Mitchell & Curto, 2010). 

 Materialism and Financial Decisions  

Materialism is described as a negative value adversely 
impacting the subjective well-being and life satisfaction of youth 
(Christopher, Saliba & Deadmarsh, 2009; Froh et al., 2011). 
Conceptually, it is positively associated with compulsive buying 
(Manolis & Roberts, 2012), while Yurchisin and Johnson (2004) have 
concluded its role as a crucial factor of said behavior, thus affecting 
consumer buying decisions. In particular, materialistic youth are 
typically motivated by impulsive and excessive purchases as 
accumulating their wealth and material possessions are vital life goals. 
Moreover, this population is easily influenced by marketing tactics and 
promotions, particularly those rampant on social network platforms like 
Facebook (Moreno et al., 2017) or endorsed by social influencers. Such 
circumstances spur them to make impetuous purchases. 

For example, Islam et al. (2017) have sampled 219 Pakistani 
university students and confirmed the higher likelihood for materialistic 
young adults to be involved in compulsive buying compared to their 
less materialistic counterparts. Prior to this, Watson (1998) has 
investigated the relationship between materialistic values, attitudes 
toward debt, and level of indebtedness by using data collected from 
university students in New Zealand. The results subsequently indicated 
a high level of materialism and its positive correlation with the attitude 
toward spending and debt. Similarly, Podoshen & Andrzejewski’s 
(2012) data collected from 500 American respondents to investigate 
the relationships between materialism and conspicuous consumption, 
impulse buying, and brand loyalty, respectively, have revealed the 
former’s link to impetuous buying. In brief, the above-quoted studies 
have all implied that materialism leads to a poor financial decision.  

 Financial Literacy and Financial Decision 

Throughout time, financial literacy has been associated with 
individual financial education (Lusardi, Mitchell & Curto, 2010) and 
extensively investigated by numerous researchers. Among them, 
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Hilgert, Hogarth, and Beverley (2003) have defined the term as 
financial knowledge, while it is described by Mandell (2007) as the 
ability to evaluate new complex financial instruments and make 
informed judgments or decisions in the choice of instruments and 
extent of use that would be in their own best long-term interests. 
Furthermore, financial literacy may be more comprehensively 
delineated as the ability to process financial or economic information 
and make informed decisions regarding saving and investment 
decisions (Lusardi, 2008), debt contracts (Lusardi & Tufano, 2015; 
Lusardi & Mitchell, 2014), management of money, financial planning, 
wealth accumulation, and pension (Lusardi & Mitchell, 2014). Hence, it 
is expected that a financially literate individual would make a better 
financial decision than otherwise (vice versa). In other words, poor 
financial decisions are the result of poor financial knowledge or 
financial inclusion. 

More recently, Abubakar and Abubakar (2020a) have revealed 
a significant and positive relationship linking financial literacy and 
prudence financial management practices. This was derived based on 
their study on Malaysian youths within the age range of 18 to 30 years 
and studying at selected institutions of higher learning. Meanwhile, 
Beckmann (2013) has examined the relationship between financial 
literacy and household saving in the context of Romania, surmising the 
positive relationships correlating financial literacy with saving and 
investment, respectively. In a similar vein, French and McKillop (2016) 
have focused on numeracy and money management skills (i.e., 
financial literacy components) in determining consumer debt and 
household net worth in the United Kingdom (UK). By collecting data 
from the country’s socially disadvantaged communities, their outcomes 
suggested money management skills were essential determinants of 
financial outcomes. Alternatively, Mulyana, Soeaidy, & Taufiq (2019) 
have depicted that millennials pay attention to their financial literacy, 
which is further associated with their knowledge, attitude, and 
behaviors regarding personal financial management. 

Conversely, Idris et al. (2013) have identified a positive 
relationship between financial literacy and level of financial distress 
following the data sourced from 430 Malaysian youths living in Kuala 
Lumpur and Putrajaya’s metropolitan area. Elsewhere, literature has 
also shown a positive correlation between financial literacy and 
financial distress; prior to a distressing event, an individual would make 
a poor financial decision due to illiteracy in financial matters. 
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Henceforth, it is postulated that poor financial literacy will result in poor 
financial decisions.  

 Mediating Effect of Wasatiyyah (Moderation) 

This review focuses on the concept of wasatiyyah or moderation 
rooted in Islamic epistemology, which plays a vital role in the day-to-
day behavior of Muslims. According to Ismail et al. (2017), it is a 
concept derivative of an Arabic word that loosely means excellent, 
moderate, just, and professional, as well as one among those 
emphasized in the al-Qur’an and Hadith (Hanapi, 2014). Human beings 
are known to be tempted by the trappings of worldly luxuries, rendering 
wasatiyyah a divinely inspired moderating factor for keeping them in 
check. This is well-explained by Choudhury (2016) in which the concept 
is framed as an ideal framework of mental strength that keeps human 
behavior in balance and proportionally in their lifestyle. Meanwhile, 
works such as R. Shafie (2018) and Jamaludin, Ramli & Ab Rahman 
(2011) have also complemented such thought process by elucidating 
the scope of activities in a Muslim lifestyle. Such activities would come 
under the framework of wasatiyyah and encompass a broad base of 
expenditure behavior, encompassing household expenditure to 
financial management, including that of corporate administration. In 
essence, the framework is pertinent to tackle various socio-economic 
problems arising from the behavioral aspects related to the lack of 
discipline in spending and poor financial literacy. 

One of the questions encountered previously includes: are 
Malaysians familiar with the concept of moderation to enable them in 
making a wise financial decision? Accordingly, Mujani et al. (2014) 
have deployed a questionnaire in collecting data from 5,094 
respondents across the country to investigate their knowledge of 
wasatiyyah, thus concluding that Malaysians are indeed familiar with 
this concept. This is unsurprising: Muslims have been taught from a 
young age that all excessive ways of life such as taking excessive 
debts, consuming food lavishly, wasting resources, and other actions 
of similar nature are prohibited in Islam. The beauty of Islamic teaching 
is rooted in its encouragement for actions that would mutually benefit 
oneself and others. Besides, such notion is supported by Ismail et al. 
(2017) in which the adoption of wasatiyyah could be helpful in enriching 
the value of human sustainability and quality of civil service practices 
in Malaysia. Thus, it is argued that the element of wasatiyyah 
influences the financial decisions of university students in consideration 
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of the moderation acts instilled in them from a very young age. This 
claim is further supplemented by the background of said studies. 

 Theoretical Framework 

The literature reviewed in previous sections thus far has 
discussed relevant studies explicating the matters of materialism, 
financial literacy, and wasatiyyah in the context of financial decisions. 
Henceforth, such elements are evidently associated with financial 
decision-making. Therefore, the current study aims to investigate the 
possibility of wasatiyyah aiding university students in managing their 
financial decisions more effectively. Accordingly, the relationships 
linking financial decisions with materialism and financial literacy, 
respectively, are suggested to be mediated by wasatiyyah. The 
following conceptual framework is thus adopted to guide this work and 
visually depicts the postulated relationship between the included 
variables. 

 
Figure 1 : Theoretical Framework 

 Methodology 
This study adopted a quantitative research design to investigate 

wasatiyyah, materialism, financial literacy, and financial decisions; it is 
a commonly adopted approach by prior researchers (Ali et al., 2014; 
Khan et al., 2017; Mujani et al., 2014; Muzafari et al., 2016; Smith et 
al., 2015). The questionnaire implemented in the current work was 
developed based on relevant measurement items as tested and 
reported in the literature following the research framework presented in 
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Figure 1 above. Furthermore, the measurement items were established 
for the understanding and adoption of wasatiyyah based on the 
interpretation (tafsir) of Surah al-Furqan (25:67) by A’la Mawdudi 
(2000). Meanwhile, the questionnaire items related to all independent 
and dependent variables were adopted from previous studies and 
adapted wherever applicable to fit the scope of the study. 

The study population included all Muslim students studying in 
Malaysia, thus encompassing local and international students alike. 
However, note that this study selected the sample comprising of 
Muslim university students hailing from central and north Malaysia only 
as these regions were considered the best choice for the purpose of 
the study objectives. Accordingly, the convenience sampling technique 
was utilized to approach the sample selection for data collection 
purposes in view of its broad applicability, ease of implementation, and 
appropriateness. A total of 550 questionnaires were then distributed to 
university students in the Klang Valley and Perak state following the 
high number of universities and students concentrated in these areas.  

The questionnaire was applied to assess the degree of 
agreement or disagreement by the study respondents for 
measurement items included by employing a 5-point Likert scale 
ranging from strongly disagree (1) to strongly agree (5). The data 
obtained were then analyzed by using the Statistical Package for the 
Social Sciences (SPSS) and Analysis of Moment Structures (AMOS). 
In particular, data screening, assumption validation, and reliability 
testing underlying this study denoted the EFA procedurals performed 
in SPSS. Meanwhile, AMOS was utilized to undertake a two-step SEM 
process, which included fitting the measurement model and followed 
by full-fledged structural modeling. In this case, CFA and SEM were 
carried out accordingly. Additional illustrations on the investigations 
conducted are provided in the applicable subsection in the next 
segment henceforth. 

The proposed research model analyzed the influence of three 
independent variables on one dependent variable, specifically the 
practice of Moderation or wasatiyyah, Financial Literacy, and 
Materialism as the former, and Financial Decision as the latter. Here, 
the practice of moderation (wasatiyyah) is hypothesized to mediate the 
influence imposed by other independent variables on the dependent 
variable as follows: 
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H1:  Wasatiyyah mediates the influence of materialism on financial 
decisions made by students. 
 

H2:  Wasatiyyah mediates the influence of financial literacy on 
financial decisions made by students.  
 

 Findings 
 Sample Characteristics 

In total, 550 questionnaires were distributed to the target sample 
in three different universities located in the Klang Valley and Perak 
state, yielding 434 usable questionnaires for data analysis. Tables 1 
and 2 describe the demographic profile of the sample. 

Table 1 : Background of Respondents 

University Frequency Percent Cumulative Percent Frequency 
University A 153 35.3 35.3 153 
University B 160 36.9 72.1 160 
University C 121 27.9 100.0 121 
Total 434 100.0  434 

 
Table 2 : Descriptive Statistics of Respondents 

 Percentage  Percentage 
Gender  Level of Study  
Male 30.7 Undergraduate 91.2 
Female 69.3 Postgraduate 8.8 
Nationality  Employment  
Malaysian 86.1 Unemployed  90.3 
International 13.9 Part-time 7.9 
  Full-time 1.8 
Education Loan  Financial Knowledge  
No 47.7 Good 36.2 
Yes 52.3 Average 60.8 
  No 3.0 
Aware of 
Wasatiyyah 

 Practice Moderation  

Yes 90.2 Yes 94.9 
No 9.8 No 5.1 
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In terms of gender, nationality, and level of study, 69.3% of the 
respondents were female, 86.1% were Malaysians, and 91.2% were 
undergraduate students, respectively. Despite the unequal 
proportions, they were deemed adequate given the population's 
present-day demographic at universities throughout Malaysia. 
Interestingly, about half of the respondents took up education loans, 
while the remaining half did not. Besides, the statistics indicated that 
an overwhelming majority or 90% of the sample claimed to be aware 
of the wasatiyyah concept, while almost 95% admitted to practicing it 
when making decisions related to financial matters. 

 Attributes of the Questionnaire 

Responses to all questionnaire items were captured by using a 
5-point Likert scale, following which Cronbach’s alpha coefficient was 
calculated to measure the internal stability and consistency of the 
adopted questionnaire. Here, an acceptable value of above 0.7 is 
required for the overall scale. 

Table 3 : KMO and Bartlett’s Test 

KMO and Bartlett’s Test Value 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.812 
Bartlett’s Test of Sphericity: Approx. chi-square 5091.605 
 Df 820 
 Sig. 0.000 

The sampling adequacy for this research was concluded to be 
adequate in view of the Kaiser-Meyer-Olkin (KMO) value measured at 
0.812 and Bartlett’s Test of Sphericity was found to be significant at p 
< 0.001, meeting the threshold values. Similarly, these values indicated 
the suitability of the collected data for factor analysis.  

 Exploratory Factor Analysis (EFA) 

In ascertaining whether the questionnaire items measured only 
one particular construct, EFA with Varimax rotation was then 
conducted. Accordingly, non-significant items with loading values <0.5 
and cross-loading values >0.35 were deleted (Hair et Al., 2010). The 
final results of the EFA are presented in Table 4. 

Table 4 provides information on the appropriate number of 
constructs (groupings) for the analysis and the degree of variance 
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explained by the identified constructs cumulatively. Thus, it confirmed 
that 45.57% of the variance in the data collected could be explained by 
using the first four components, bearing in mind that the sample size 
was large (i.e., 434 respondents) and the model offered a good fit. The 
names of the four constructs were determined in consideration of items 
loaded on each and consistent with the item connotation in the 
questionnaire.  

Table 4 : Results of EFA for the Adoption of Wasatiyyah Among Students 

Items (Variables) Factor 1 Factor 2 Factor 3 Factor 4 
Financial 
Literacy 

Materialism 
(Spending) 

Wasatiyyah Financial 
Decision 

L4 .783    
L1 .763    
L7 .692    
L2 .686    
L8 .639    
L9 .566    
L5 .551    
L6 .504    
W7  .751   
W2  .746   
W12  .690   
W10  .632   
W3  .556   
W1  .534   
W9  .501   
W5  .468   
M1   .831  
M2   .828  
M3   .626  
M5   .606  
M4   .523  
F6    .704 
F8    .647 
F7    .577 
F3    .483 
Initial eigenvalue 3.724 3.606 2.572 1.491 
% of variance 14.463 13.212 10.608 7.289 
Cumulative % 14.463 27.675 38.283 45.572 
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 SEM Measurement Model 

EFA was done to verify that the items appropriately belong to 
the proposed constructs and to verify the presence of sufficient 
correlation between the items grouped in a particular construct. 
Subsequently, a confirmation of these groupings via SEM 
measurement model was carried out. Fit indices tabulated in Table 5 
provide adequate evidence regarding the goodness of fit for the 
proposed model, confirming that the items belong to their respective 
constructs. For this model, its Normed X2 was 2.482 (i.e., below the 
threshold value of 5.00), its Comparative Fit Index (CFI) was 0.856 (i.e., 
satisfying the threshold value of 0.90), and its Root Mean Error Square 
of Approximation (RMSEA) was 0.059 (i.e., below the threshold value 
of 0.08). Given such statistical confirmation, the proposed model was 
deemed valid for testing the postulated hypotheses on the relationship 
between the independent and dependent variables underlined in this 
study in the subsequent stage of SEM.  

Table 5 : Results of the Measurement Model for the Adoption of Wasatiyyah 
Among Students 

Statistics (Model Fit Summary) Proposed Obtained 
Chi-square significance ≥ 0.05	 610.583 
Normed chi-square (CMIN/df) ≤ 5.00	 2.482 
Comparative fit index (CFI) ≥ 0.90	 0.856 
Root mean error square of approximation 
(RMSEA) 

≤ 0.08	 0.059 
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 SEM Structural Model 

 
Figure 2 : Wasatiyyah is Reinforced as a Mediator of The Influence of 

Materialism (Spending) and Financial Literacy on Financial Decisions Made 
by Students 

Figure 2 illustrates the causal relationship between materialism 
(spending), financial literacy, and financial decision mediated by 
wasatiyyah. Previously, this study mentioned that a lack of mediation 
of wasatiyyah was seen between the independent and dependent 
variables, thus indicating the absence of mediatory influence exerted 
by the element on the financial decisions made by students. Hence, the 
first hypothesis was not supported by the empirical evidence obtained 
via this study. Contrarily, the causal relationships between financial 
literacy and financial decision as mediated by wasatiyyah yielded a 
standardized regression weight of -0.0034 (0.02*-0.17). Thus, it could 
be regarded as the absence of influence at the statistical significance 
of P-value < 0.01 (Table 6), indicating that wasatiyyah did not mediate 
the influence of financial literacy on the financial decision made by 
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students. Hence, the second hypothesis was not supported by the 
empirical evidence obtained through this study. 

Table 6 : Estimates of the Hypothesized Model 

Structural Path Hypothesized 
Relationship 

Std. Reg 
Weight. 

S.E C.R P 

Materialism (spending) � 
Wasatiyyah 

Supported 0.099 0.042 2.379 0.017 

Financial Literacy � 
Wasatiyyah 

Not Supported 0.018 0.062 0.288 0.773 

Materialism (spending) � 
Financial Decision 

Supported 0.173 0.046 3.75 *** 

Financial Literacy � Financial 
Decision 

Supported 0.175 0.067 2.62 0.009 

Wasatiyyah � Financial 
Decision 

Supported -0.15 0.064 -2.33 0.20 

Although this research could not gather enough empirical 
evidence to support the mediating influence of wasatiyyah, it 
successfully and empirically confirmed its negative effect on student’s 
financial decisions. The fact that wasatiyyah, on its own, weakly 
influenced the financial decision of students further clarifies the 
absence of significant influence following its role as a mediating 
variable between materialism or financial literacy and the financial 
decision made by the students. It was practically insignificant at -0.17 
(less than the threshold value of 0.40) and yet statistically significant at 
P value < 0.05. Fundamentally, the findings of this study deviate from 
that of Ramlee, Syed Mohd Zain, and Wan Husain (2019), which have 
found that wasatiyyah partially mediates the relationship between 
materialism and financial decisions on Muslim adults. However, the 
variation can be attributed to the different consumer groups and their 
level of maturity and spending habits. Despite the lack of empirical 
evidence on the influence of wasatiyyah on student’s financial 
decisions, such justification for the presence of its negative impact on 
their decisions was identified. Thus, the tested hypothesis was 
supported: wasatiyyah would make students more cautious in making 
financial decisions. 

Moreover, the absence of mediatory influence and weak direct 
influence of wasatiyyah on financial decisions made by students may 
be attributable to a lack of understanding regarding its true essence 
and concept of moderation, especially from a consumerism 
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perspective. Wasatiyyah consumerism ethics related to high ethical 
and moral values are essential in overcoming issues concerning 
ghulum, namely consumerism or consumption beyond bound (Hanafi, 
Muhammad & Doktoralina, 2019). These activities include 
overspending, compulsive buying, and other materialistic influence that 
significantly affect Muslim society (Jamaludin, Ramli, & Ab Rahman, 
2011). Thus, the concept of wasatiyyah should be instilled in youth 
lifestyle (Choudhury, 2016) and nurtured from a very young age so that 
all types of financial decisions such as expenditure, saving, and 
financial management are carefully planned considering their short-
term and long-term effects. 

It is worth highlighting that this research found that a whopping 
90.2% of its respondents acknowledged their awareness of the 
wasatiyyah concept, while 94.9% admitted practicing it in making 
decisions related to their financial affairs. However, this was not 
translated into the empirical findings, rendering the conclusion that its 
true essence was not fully comprehended by the target group.  

 Conclusion and Recommendations  
The current study is a part of a bigger research project 

conducted by researchers to look into the adoption of wasatiyyah in the 
context of Malaysian financial decision-making. This paper focuses on 
university student's financial decision making. The underlying 
assumption denoted that student adoption of wasatiyyah would make 
them more prudent in making financial decisions, whereby the focal 
interest on this population was motivated by extant literature discovery 
depicting worrying concerns for their financial prudence.  

Consequently, the importance of wasatiyyah was tested in terms 
of its role in improving the financial decisions of students enrolled in 
three universities in Malaysia. Insufficient empirical evidence was 
obtained to support its postulated mediatory influence due to its weak 
influence on its own on student’s financial decisions. Nonetheless, 
empirical evidence was found indicating the negative effect of 
wasatiyyah on financial decisions made by students, which was 
consistent with the tested hypothesis (i.e., wasatiyyah would make 
students more cautious in making financial decisions). 

Besides, the results suggest that student’s financial decisions 
are influenced by other factors, which are worth exploring to guide them 
toward being more prudent in making such decisions. In brief, 
concerted efforts are necessary to educate students regarding financial 
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management and personal financial planning toward enabling sound 
financial decision-making. Similarly, greater awareness in practicing 
wasatiyyah in life should nurture these students into being more 
conscious in managing their finances, resulting in heightened 
watchfulness in spending according to their means. Accordingly, the 
course on Personal Financial Planning currently provided by Agensi 
Kaunseling and Pengurusan Kredit (AKPK) should be implemented as 
a required university course to prepare students with personal financial 
planning knowledge before embarking on their professional life. The 
syllabus should also include the concept of wasatiyyah. 
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