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Abstract

Sharia financial literacy pertains to individuals’ capacity to manage their finances, par-
take in Sharia-compliant agreements, and make investments based on Islamic tenets 
for long-term prosperity. This study explores the relationship between Sharia financial 
literacy, financial stress, financial behavior, and financial well-being among Islamic 
university students in Medan, Indonesia. Three hundred seventy-eight (378) students 
from various regions of Medan, Indonesia, were used as the research sample. The ques-
tionnaires were disseminated using social media chat functions or messaging applica-
tions (e.g., WhatsApp, Telegram) in which the Google Forms link is shared. The Likert 
scale measures indicators in responses to statements and questions. The analysis was 
conducted using SEM with PLS 3.0 software. The findings show a significant posi-
tive effect of Islamic financial literacy on financial behavior and well-being (p < 0.05). 
However, financial stress does not significantly impact financial behavior and finan-
cial well-being (p > 0.05). In addition, financial behavior positively affects financial 
well-being among university students (p < 0.05). This study also demonstrates that 
Islamic financial literacy indirectly improves financial well-being through its influence 
on financial behavior (p < 0.05). However, financial stress does not indirectly affect 
financial well-being through financial behavior (p > 0.05). 

Ade Gunawan (Indonesia), Mukmin (Indonesia), Irma Christiana (Indonesia),  
Azzura Kahfi Ilzam (Indonesia), Friska Nur Laily (Indonesia)

Factors affecting the Factors affecting the 

financial well-being of financial well-being of 

Islamic university students Islamic university students 

in Indonesia: The mediating in Indonesia: The mediating 

role of financial behaviorrole of financial behavior

Received on: 28th of October, 2024
Accepted on: 17th of March, 2025 
Published on: 10th of April, 2025

INTRODUCTION

The development of Islamic-based universities in Indonesia is growing 
rapidly, along with the community’s increasing interest in obtaining 
higher education based on religious values. However, along with the 
increasing cost of education and living needs, students in Islamic uni-
versities face complex challenges in managing their finances. Healthy 
finances are key to maintaining good financial well-being, but not all 
students understand how to manage their finances wisely per Sharia 
principles.

Islamic financial literacy is an important aspect of helping students un-
derstand how to manage finances according to Islamic values. Islamic 
financial literacy includes the management of funds that are free from 
usury, fair transactions, and applying principles that support finan-
cial balance by Islamic teachings. Students of Islamic universities in 
Indonesia who live in an academic environment with religious values 
must understand and apply these principles to manage their finances 
more effectively. However, despite having a sufficient understanding 
of Islamic financial literacy, it is not uncommon for students to ex-
perience financial stress caused by various factors such as increasing 
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tuition fees, family responsibilities, and growing daily needs. This financial stress can affect students’ 
emotional and psychological well-being, leading to an imbalance between their academic and financial 
lives. Therefore, it is important to understand how Islamic financial literacy can help reduce the impact 
of such financial stress.

Financial behavior is a crucial intermediary connecting Islamic financial knowledge to financial well-
being. Financial behavior includes students’ spending, saving, investing, and debt management by 
Sharia standards. Students exhibiting sound financial behaviors are more inclined to mitigate financial 
stress, sustain financial equilibrium, and enhance their overall financial wellness. 

1. LITERATURE REVIEW

Financial literacy involves knowing, practical 
skills, and confidence necessary to effectively man-
age their money and make well-informed choices 
about financial services and products (Wahyuni 
et al., 2023). As described by (Pala et al., 2024), 
Sharia financial literacy is about knowing Islamic 
financial products and distinguishing them from 
conventional banking systems. It reflects an in-
dividual’s capacity to apply knowledge consis-
tent with Sharia principles for managing finances. 
Rohmania et al. (2023) describe it as a combination 
of insight, cognitive abilities, and decision-mak-
ing skills aligned with Islamic financial concepts. 
Islamic financial literacy entails a comprehensive 
grasp of Islamic financial products and services, 
differentiating between conventional and Islamic 
banking institutions, and shaping one’s economic 
decision-making by Sharia law (Khasanah et al., 
2022). Muslims must pursue knowledge in Islamic 
finance, economics, and banking, which helps 
achieve prosperity (Falah) in this world and the 
hereafter. An increase in understanding among 
Muslims is anticipated to support the growth of 
the Islamic economy in Indonesia and positively 
influence overall economic development.

Financial stress refers to the psychological dis-
tress that arises when an individual’s financial 
resources are insufficient to meet fundamental 
living needs, including having a home, obtain-
ing meals, and handling other essential costs of 
daily life (Rahman et al., 2021). It manifests as 
worry, anxiety, and fear over the inability to man-
age financial obligations effectively. When people 
experience financial stress, they may find it chal-
lenging to engage in activities typically associated 
with relaxation and personal fulfillment, like lei-
sure outings, participating in hobbies, or spend-

ing quality time with family and friends. This is 
often due to the financial limitations that restrict 
their capacity to allocate funds for non-essential 
or recreational activities (Friedline et al., 2021). 
Furthermore, according to Kim et al. (2006), fi-
nancial stress becomes evident when individuals 
cannot fulfill their financial commitments, such 
as paying bills, covering loans, or meeting other 
financial responsibilities, leading to feeling over-
whelmed. Rahman et al. (2021) also describe fi-
nancial stress as a burden that stems from manag-
ing financial obligations with insufficient resourc-
es, which results in difficulties in meeting necessi-
ties and planning for future needs. This stress can 
accumulate over time, particularly if income lev-
els remain stagnant while expenses increase, in-
tensifying the strain on an individual’s financial 
situation. Emotional responses to financial stress 
are common, including intense fear, worry, and 
frustration. Such emotions are often accompa-
nied by physical symptoms like sleep disturbanc-
es or headaches and can escalate into more severe 
psychological issues if left unaddressed (Davis 
& Mantler, 2004). The implications of financial 
stress are not limited to emotional distress; they 
can extend further, affecting an individual’s over-
all well-being, including their physical and men-
tal health. Studies by Steen and MacKenzie (2013) 
indicate that prolonged exposure to financial 
stress can lead to hopelessness, significantly de-
teriorating both physical health, such as chronic 
fatigue or hypertension, and mental health, in-
cluding anxiety and depressive disorders. The 
broader consequences of financial stress are also 
reflected in academic and professional outcomes. 
As Heckman et al. (2014) highlight, financial 
stress has far-reaching impacts, including poor 
academic performance, difficulty maintaining fo-
cus and motivation, and challenges in achieving 
educational and career goals. 
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One of the important concepts in finance is fi-
nance behavior. Many figures define the concept 
of behavioral finance; for example, Ricciardi & 
Simon (2000) states that financial behavior is a 
field characterized by multiple disciplines’ inher-
ent and constant integration, ensuring that discus-
sions are not conducted in isolation. Gunawan et 
al. (2023) emphasize that managing finances effec-
tively depends heavily on financial behavior. This 
involves individuals’ approaches, feelings, and ac-
tions to handle financial matters (Owusu, 2021). 
Various studies have described financial behavior 
as a conscious method of making financial choic-
es, focusing on the steps and alternatives consid-
ered (Rapina et al., 2023). Financial behavior is a 
new focus of financial theory, which seeks to com-
prehend and forecast financial markets and to an-
alyze the influence of psychological decision-mak-
ing. Financial behavior is a psychological mecha-
nism influencing decision-making, particularly in 
the context of certain cognitive illusions. These 
illusions are categorized into two groups: those re-
sulting from elevated decision-making processes 
and those derived from the brain’s reflective in-
terpretation of expectations (Kanapickienė et al., 
2024). Financial behavior refers to an individual’s 
conduct about financial management in everyday 
life (Xiao, 2008). Financial behavior generally per-
tains to income, expenditure, borrowing, saving, 
and risk management. Consequently, financial 
conduct is intrinsically linked to income man-
agement and the allocation of resources to satisfy 
current consumption requirements while reserv-
ing for future necessities. Financial conduct re-
fers to how individuals or households administer 
their financial resources, encompassing planning, 
budgeting, saving, insurance, and investment. 
Financial responsibility is deemed productive as it 
pertains directly to the mastery of financial asset 
utilization. Financial behavior management en-
compasses three primary components: consump-
tion, savings, and investment (Sabri et al., 2023).

Financial well-being refers to an individual’s capac-
ity to meet current and future financial obligations, 
attain financial security, and exercise the autonomy 
to make decisions that improve their quality of life 
(Riitsalu et al., 2024). Setiyani and Solichatun (2019) 
describe financial well-being as a stable state where 
worry is minimized, based on a person’s subjective 
evaluation of their financial status. It indicates how 

individuals view their financial situation, including 
their ability to meet their needs easily and make 
decisions on resource allocation without stress 
(Rahman et al., 2021). Additionally, financial well-
being encompasses the satisfaction derived from 
tangible and intangible elements of one’s financial 
condition, including perceived stability (Sorgente et 
al., 2023). It is not solely about the wealth one pos-
sesses but also about being free from financial fears 
and maintaining stability over time. The degree of 
autonomy in making financial choices further en-
hances this state of well-being. This complex nature 
of finances has been studied from economic, psy-
chological, and behavioral viewpoints, exploring 
financial well-being’s multiple dimensions (Elgeka 
& Querry, 2021).

Several studies have examined the factors influenc-
ing financial literacy within Islamic finance, includ-
ing educational attainment, income level, and reli-
gious beliefs. However, these studies indicate a need 
for a more comprehensive exploration of how these 
factors interact specifically within Islamic finance. 
While there is literature on financial behavior, fi-
nancial stress, financial well-being, and general fi-
nancial literacy (Xiao et al., 2007; Gunawan et al., 
2022; Robb, 2017; Gunawan et al., 2023; Moore et 
al., 2021; Mohd Rafien et al., 2022), there remains a 
scarcity of studies that focus on their interrelation-
ships and the impact on Sharia financial literacy.

2. AIMS AND HYPOTHESES

This study examines the correlation between Sharia 
financial literacy, financial stress, financial behavior, 
and financial well-being among Islamic university 
students in Medan, Indonesia. By comprehending 
these dynamics, the research findings are anticipat-
ed to substantially enhance the formulation of more 
effective Sharia financial education policies and pro-
grams for the youth. The hypotheses for the struc-
tural model in this study are formulated as follows:

H1: Sharia financial literacy affects financial 
behavior.

H2: Financial stress affects financial behavior.

H3: There is a positive influence of Sharia finan-
cial literacy on financial well-being.
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H4: Financial stress affects financial well-being.

H5: Financial behavior affects financial 
well-being.

H6: Sharia financial literacy influences financial 
well-being through financial behavior. 

H7: Financial stress influences financial well-be-
ing through financial behavior.

3. METHODOLOGY

This study uses a quantitative approach, a struc-
tured and methodical way of doing things that 
allows you to sort the data, measure it, test 
theories, and draw conclusions. Quantitative 
research is an approach that emphasizes objec-
tive measurement and the use of numerical data 
to analyze phenomena. In this research, data is 
collected through structured instruments such 
as questionnaires or experiments and then ana-
lyzed using statistical techniques to test previ-
ously formulated hypotheses (Creswell, 2014).

This study’s population includes all under-
graduate and postgraduate students from pri-
vate universities in North Sumatra, Indonesia, 
such as Universitas Muslim Nusantara (Muslim 
Nusantara University), Universitas Islam 
Sumatera Utara (Islamic University of North 
Sumatera), Universitas Nahdlatul Ulama 
Sumatera Utara (Nahdlatul Ulama University 
North Sumatra), Universitas Muhammadiyah 
Sumatera Utara (Muhammadiyah University of 
North Sumatra), and Universitas Al-Washliyah 

Medan (Al-Washliyah University Medan). The 
study used the Structural Equation Modeling 
(SEM) statistical modeling technique. Because 
SEM depends on tests of sample size and cova-
riance differences, the sample taken should not 
be small. The number of samples used in covari-
ance-based SEM cannot be small because SEM 
testing is sensitive to sample size, so the sample 
must range from 200 to 400. Therefore, the sam-
ple of this study was 378 students. An accidental 
sampling technique was utilized.

This study adopted various techniques for data 
gathering: 1) Information was collected via in-
terviews aimed at understanding the key vari-
ables and conducted in a structured or flexible 
manner. 2) A survey served as the main tool, 
prompting respondents to provide their feed-
back using a Likert scale, with ratings span-
ning from 1 (low agreement) to 5 (high agree-
ment). 3) The documentation process involved 
retrieving primary and secondary data from 
past research papers and creating a theoreti-
cal and conceptual foundation for the study’s 
framework. The study focuses on students in 
Indonesia and is carried out within the coun-
try’s context.

The chosen methodology for analysis is the vari-
ance-based structural equation test, specifical-
ly the Partial Least Square (PLS) method, uti-
lizing the Smart PLS 3.0 software. The Partial 
Least Squares (PLS) technique elucidates that 
the Structural Equation Model (SEM-PLS) can 
effectively capture latent variables that are not 
immediately observable using indicators, also 
known as manifest variables (Ghozali, 2013).

Figure 1. Research model 
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4. RESULTS

Evaluating indicator measurement models entails 
thoroughly examining several key elements, in-
cluding item reliability, composite reliability (to 
assess consistency within the model), the average 
variance extracted (AVE), and discriminant valid-
ity. These elements are integral to convergent va-
lidity (Cheung et al., 2023). Within this context, 
convergent validity involves verifying item reli-
ability (examining the accuracy of each indica-
tor individually), composite reliability, and AVE, 
which collectively establish the effectiveness of in-
dicators in reflecting their dimensions. A higher 
level of convergent validity implies stronger align-
ment between dimensions and the latent variable 
(Lim, 2024). The validity of an indicator, often re-
ferred to as item reliability, is determined by eval-
uating its loading factor value (standardized load-
ing). This value reveals how strongly an indicator 
correlates with its respective construct. Ideally, a 
loading factor above 0.70 indicates that the indica-
tor effectively measures the construct. In contrast, 
any indicator with a standardized loading factor 
below 0.50 should be eliminated, as only those 
meeting or exceeding this value align with the 
model’s criteria (Chin, 1998). 

Table 1. Outer loading

Indicator FBR FSS FWB SFL

FBR.1 0.806

FBR.2 0.796

FBR.3 0.832

FBR.4 0.773

FBR.5 0.801

FBR.6 0.832

FBR.7 0.749

FBR.8 0.674

FSS.1 0.769

FSS.10 0.563

FSS.2 0.740

FSS.3 0.607

FSS.4 0.737

FSS.5 0.838

FSS.6 0.870

FSS.7 0.887

FSS.8 0.741

FSS.9 0.575

FWG.1 0.826

FWG.10 0.740

FWG.2 0.782

FWG.3 0.822

FWG.4 0.725

Indicator FBR FSS FWB SFL

FWG.5 0.601

FWG.6 0.697

FWG.7 0.700

FWG.8 0.729

FWG.9 0.716

SFL.1 0.849

SFL.2 0.841

SFL.3 0.813

SFL.4 0.825

SFL.5 0.799

SFL.6 0.804

SFL.7 0.793

SFL.8 0.675

Table 1 shows that all indicators possess outer load-
ing values greater than 0.50, validating the vari-
ables and indicators incorporated in this research.

Reliability assessments for composite and total 
constructs utilize Cronbach’s alpha and D.G rho 
(PCA). While Cronbach’s alpha identifies the min-
imum reliability threshold, composite reliability 
reveals the actual measurement. For constructs to 
be deemed reliable, these figures must exceed 0.60; 
surpassing this benchmark establishes high reli-
ability (Taber, 2018).

Table 2. Composite reliability

Variable CA rho_A CR AVE

FBR 0.910 0.914 0.927 0.615

FSS 0.919 1.053 0.922 0.549

FWB 0.906 0.913 0.922 0.543

SFL 0.920 0.921 0.935 0.642

As seen in Table 2, the composite reliability scores 
are as follows: 0.927 for financial behavior, 0.922 for 
financial stress and financial well-being, and 0.935 
for Sharia financial literacy. The Cronbach’s alpha 
values recorded are 0.910 for Financial Behavior, 
0.919 for Financial Stress, 0.906 for Financial well-
being, and 0.920 for Sharia Financial Literacy. 
Since these values exceed the threshold of 0.60, 
they validate the reliability of the indicators. The 
AVE values, which are 0.615 for Financial Behavior, 
0.549 for Financial Stress, 0.543 for Financial well-
being, and 0.642 for Sharia Financial Literacy, fur-
ther confirm that these variables possess strong 
convergent validity.

Cross-loadings assess discriminant validity in 
reflective measurement models, comparing the 
AVE value with the squared correlation between 
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constructs. Cross-loading evaluates the correla-
tion strength of an indicator with its construct in 
contrast to others (Henseler et al., 2015). An in-
dicator exhibits good discriminant validity when 
it explains a greater proportion of its variance 
than it does for the variance of other constructs’ 
indicators. 

Table 3. Cross-loading

Indicator FBR FSS FWB SFL

FBR.1 0.806 –0.027 0.773 0.756

FBR.2 0.796 –0.061 0.777 0.744

FBR.3 0.832 –0.103 0.714 0.671

FBR.4 0.773 –0.091 0.634 0.580

FBR.5 0.801 –0.065 0.711 0.682

FBR.6 0.832 –0.056 0.705 0.691

FBR.7 0.749 –0.054 0.624 0.568

FBR.8 0.674 –0.074 0.635 0.575

FSS.1 –0.041 0.769 –0.045 –0.024

FSS.10 –0.030 0.563 –0.016 0.011

FSS.2 –0.009 0.740 –0.027 –0.001

FSS.3 –0.042 0.607 –0.045 –0.030

FSS.4 0.009 0.737 0.003 0.038

FSS.5 –0.046 0.838 –0.035 –0.030

FSS.6 –0.056 0.870 –0.010 –0.011

FSS.7 –0.117 0.887 –0.078 –0.043

FSS.8 –0.040 0.741 –0.031 –0.028

FSS.9 0.003 0.575 0.008 0.042

FWG.1 0.687 –0.081 0.826 0.802

FWG.10 0.739 –0.051 0.740 0.689

FWG.2 0.689 –0.080 0.782 0.708

FWG.3 0.676 –0.081 0.822 0.790

FWG.4 0.630 –0.105 0.725 0.600

FWG.5 0.485 –0.001 0.601 0.448

FWG.6 0.564 0.010 0.697 0.531

FWG.7 0.527 –0.060 0.700 0.526

FWG.8 0.719 0.024 0.729 0.697

FWG.9 0.712 0.002 0.716 0.689

SFL.1 0.660 –0.067 0.784 0.849

SFL.2 0.663 –0.075 0.746 0.841

SFL.3 0.603 –0.017 0.744 0.813

SFL.4 0.610 –0.019 0.700 0.825

SFL.5 0.669 0.025 0.696 0.799

SFL.6 0.773 –0.029 0.751 0.804

SFL.7 0.770 –0.055 0.759 0.793

SFL.8 0.648 0.013 0.642 0.675

As shown in Table 3, each variable’s loading fac-
tor or discriminant validity value is more closely 
associated with its variable than with others. This 
holds for all indicators, confirming they are cor-
rectly assigned to their respective variables.

The next validity test is the Fornell-Larcker crite-
rion, which shows the validity of variables with a 

greater correlation than the correlation between 
different variables. 

Table 4. Fornell-Larcker criterion

Variable FBR FSS FWB SFL

FBR 0.784

FSS –0.083 0.741

FWB 0.693 –0.060 0.737

SFL 0.746 –0.037 0.711 0.801

Furthermore, Table 4 shows that the Fornell-
Larcker Criteria for each variable correlate more 
with their respective variables than with others. 
This is also true for the indicators, validating that 
the placement is appropriate for each variable.

The overall structural model’s validity is assessed 
through the Goodness of Fit (GoF), a comprehen-
sive index that simultaneously measures the effec-
tiveness of both the measurement and structural 
models. To calculate the GoF value, the square 
root of the product of the average AVE (commu-
nalities) and the R² value of the model is used. 

Table 5. Average commonalities index
Variable AVE R Square

FBR 0.615 0.719

FSS 0.549

FWB 0.543 0.882

SFL 0.642

Average 0.587 0.801

GOF 0.686

The average commonalities in Table 5 are listed as 
0.587. By multiplying this with the R² value and 
taking the square root, a GoF of 0.686 is derived. 
This value exceeds 0.36, placing it in the category 
of a large GoF, indicating a strong alignment be-
tween the model and the observed data. 

The R-square statistic shows the extent to which 
the independent variables explain variance in the 
dependent variable. It serves as a gauge for model 
effectiveness: a score of 0.75 reflects strong perfor-
mance, 0.50 indicates moderate performance, and 
0.25 signifies a weak model (Juliandi, 2018). The 
outcomes from the GoF calculation are detailed in 
the subsequent figures and tables.

Table 6. R-square

Variable R Square R Square Adjusted

FBR 0.719 0.717

FWB 0.882 0.882



71

Investment Management and Financial Innovations, Volume 22, Issue 2, 2025

http://dx.doi.org/10.21511/imfi.22(2).2025.06

From Table 6, it can be seen that the influence of 
Sharia Financial Literacy, Financial Behavior, and 
Financial Stress on Financial Well-being shows 
an R-square value of 0.882. This indicates that 
these factors can explain 88.2% of the variance in 
Financial Well-being, while the remaining 11.8% 
is attributed to other influences. Additionally, 
the combined effect of Sharia Financial Literacy 
and Financial Stress on Financial Behavior has 
an R-square value of 0.719, which indicates that 
these variables explain 71.9% of the variation in 
Financial Behavior, with the other 28.1% influ-
enced by other factors. 

This evaluation focuses on the path coefficients 
of the structural model to assess the significance 
of the relationships involved, which is crucial for 
testing the hypotheses. The analysis includes both 
direct and indirect effects. 

Table 7. Direct effects
Path T Statistics P Values Decision

SFL → FBR 37.155 0.000 Accepted

FSS → FBR 1.035 0.301 Rejected

SFL → FWB 8.670 0.000 Accepted

FSS → FWB 0.159 0.874 Rejected

FBR → FWB 6.700 0.000 Accepted

The results of the Smart PLS analysis are detailed in 
Table 7, revealing that financial behavior is heavily 
affected by Sharia financial literacy, with a t-value 
of 37.155 and a p-value of 0.000. This supports the 
validity of the first hypothesis (H1). Conversely, fi-
nancial stress does not have a meaningful effect on 
financial behavior, indicated by a t-value of 1.035 
and a p-value of 0.301, leading to the dismissal of 
the second hypothesis (H2). Moreover, there is a 
significant positive correlation between Sharia fi-
nancial literacy and financial well-being, with a 
t-value of 8.670 and a p-value of 0.000, confirm-
ing the third hypothesis (H3). However, financial 
stress does not appear to significantly affect finan-
cial well-being, as shown by a t-value of 0.159 and 
a p-value of 0.870, resulting in the rejection of the 
fourth hypothesis (H4). Additionally, financial be-
havior positively influences financial well-being, 
with a t-value of 6.700 and a p-value of 0.000, rein-
forcing the acceptance of the fifth hypothesis (H5).

The indirect relationships among the independent 
and dependent variables explored in this study are 
summarized in Table 8.

Table 8. Indirect effects

Path T Statistics P Values Decision

SFL → FBR→ FWB 7.032 0.000 Accepted

FSS→ FBR→ FWB 0.955 0.340 Rejected

The information from Table 8 confirms a signifi-
cant link between Sharia financial literacy and fi-
nancial well-being, where financial behavior is the 
mediating factor (t = 7.032, p = 0.019), thus vali-
dating hypothesis H6. In contrast, the analysis of 
financial stress mediated through financial behav-
ior reveals no meaningful effect on financial well-
being (t = 0.955, p = 0.340), leading to the rejection 
of hypothesis H7.

5. DISCUSSION

Analysis of the first hypothesis (H1) assesses 
the influence of Sharia Financial Awareness on 
Financial Behavior, finding that this awareness 
positively and significantly impacts the financial 
habits of students attending Islamic university stu-
dents in Medan, Indonesia (t = 37.155, p = 0.000). 
The implication is that a better grasp of Sharia fi-
nancial principles is associated with an increased 
likelihood of responsible financial management. 
Effective financial behavior includes comprehen-
sive planning, management, and control of fi-
nancial activities. Financial knowledge serves as 
a factor influencing financial conduct (Hilgert 
et al., 2003). The findings are in agreement with 
earlier studies by Rahman et al. (2021), Aulia and 
Hendrawan (2023), and Gunawan et al. (2021), all 
of which support the link between Sharia financial 
literacy and financial behavior.

The second hypothesis (H2) examines the impact 
of Economic Stress on Financial Habits, showing 
that Economic Stress has a negative, yet statisti-
cally insignificant, effect on students’ financial 
habits at Islamic university students in Medan, 
Indonesia (t = 1.035, p = 0.301). Economic stress 
reflects ongoing difficulties in meeting financial 
responsibilities, influencing behavior when stress 
levels rise. This is characterized by the struggle to 
fulfill financial duties (Mansor et al., 2022). Prior 
research has highlighted the detrimental effects 
of economic stress from multiple perspectives. 
Students who experience high levels of financial 
stress may feel compelled to drop out of university 
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to address urgent financial needs, often lacking 
effective strategies to manage such stress (Hicks, 
2021). Research by Smathers et al. (2022) identifies 
financial stress as a key contributor to financial dif-
ficulties and, in some cases, academic withdrawal. 
These findings align with those of Mahdzan et al. 
(2023) and Mansor et al. (2022) confirming the 
negative influence of financial stress on behavior.

The third hypothesis (H3) examines the link be-
tween Sharia-based Financial Understanding and 
Financial Well-being, showing a positive and signif-
icant impact on students from Islamic university 
students in Medan, Indonesia (t = 8.670, p = 0.000). 
This financial understanding plays an important 
role in achieving economic balance, increasing fi-
nancial skills, and management following Sharia 
rules to reduce risks and maintain steadiness. It 
also supports greater financial inclusion through 
active participation in Sharia-compliant financial 
systems. Previous studies, such as those by Cheah 
et al. (2015) and Grohmann (2018), have high-
lighted the positive connection between financial 
literacy and financial well-being. Financial knowl-
edge is essential for economic growth and well-
being (Worthington, 2006). Joo and Grable (2004) 
indicate that enhancing financial literacy boosts 
financial well-being, emphasizing the significance 
of saving, investing, and prudent spending.

The fourth hypothesis (H4) studies the effect of 
Economic Strain on Financial Well-being, find-
ing that Economic Strain negatively affects 
Financial Well-being but is not statistically sig-
nificant for students in Islamic university stu-
dents in Medan, Indonesia (t = 0.159, p = 0.870). 
The results suggest that, while impactful, finan-
cial strain does not have a strong statistical effect. 
When economic strain increases, such as accu-
mulating debt or financial difficulties, it may el-
evate stress and influence overall financial well-
being. These findings are consistent with earlier 
research by (Sorgente et al., 2023), which re-
ported a negative relationship between financial 
stress and well-being.

The fifth hypothesis (H5) explores the impact of 
Financial Behavior on Financial Well-being, dem-
onstrating a significant positive influence among 
Islamic university students in Medan, Indonesia 
(t = 6.700, p = 0.000). This implies that students 

who effectively manage their finances tend to 
experience greater well-being, as they are bet-
ter equipped to fulfill their financial needs. 
According to Brüggen et al. (2017), financial be-
havior directly affects the ability to meet financial 
life demands, reinforcing its impact on well-being. 
Similarly, (Joo & Grable, 2004) argued that finan-
cial behavior is directly and indirectly associated 
with financial well-being. These results are consis-
tent with the findings of Sabri et al. (2023), Chavali 
et al. (2021), and Lavonda et al. (2021), all of which 
show that financial behavior positively influences 
financial well-being.

The sixth hypothesis (H6) examines whether un-
derstanding Sharia finance can impact Financial 
Well-being when filtered through financial behav-
ior. The results highlight a positive relationship (t 
= 7.032, p = 0.019), confirming that financial be-
havior mediates the influence of Sharia financial 
literacy on the well-being of Islamic university 
students in Medan, Indonesia. This finding un-
derscores the significant role of financial habits in 
shaping an individual’s life quality (Rahman et al., 
2021). Financial behavior mediates the relation-
ship between Islamic financial literacy and stu-
dent welfare, indicating that welfare changes are 
determined by students’ Islamic financial knowl-
edge and how they apply it in their daily lives. 
Therefore, sound financial management according 
to Sharia principles is important to achieving op-
timal welfare.

The seventh hypothesis (H7) evaluates how fi-
nancial pressure influences Financial Well-being, 
with Financial Behavior as a variable. The findings 
reveal a negative, though not statistically mean-
ingful, effect among students in Islamic univer-
sity students in Medan, Indonesia (t = 0.955, p = 
0.340). This suggests that while financial habits 
might affect the outcome, they do not substantial-
ly change the statistical relationship in this scenar-
io (Rahman et al., 2021). This suggests that finan-
cial behavior does not mediate between stress and 
student well-being. In other words, financial stress 
affects students’ well-being without depending on 
how they manage their finances. The level of stu-
dent well-being includes financial, emotional, and 
social aspects. High well-being means students 
feel financially secure and can live well without 
excessive economic pressure.
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The practical implications of this study’s results aim 
to improve Islamic financial literacy, reduce finan-
cial stress, promote good financial behavior, and ul-
timately improve the welfare of Islamic University 

students in Medan. A planned and sustainable im-
plementation of the program will help create a gen-
eration of prosperous students who are financially 
independent and still uphold the Sharia principles.

CONCLUSIONS

This study explores the relationship between Sharia financial literacy, financial stress, financial behavior, and 
financial well-being among Islamic university students in Medan, Indonesia. The findings suggest that Sharia 
Financial Literacy substantially and positively affects financial behavior and financial well-being (p < 0.05). 
In contrast, Financial Stress does not significantly influence financial behavior or financial well-being (p 
> 0.05). Additionally, Financial Behavior positively impacts financial well-being among students at Islamic 
universities in Medan, Indonesia (p < 0.05). The indirect analysis indicates that Sharia Financial Literacy en-
hances financial well-being by influencing financial behavior (p < 0.05). At the same time, Financial Stress 
shows no significant impact on financial well-being through financial behavior for these students (p > 0.05).

This study offers important insights and practical recommendations. Among the three major deter-
minants of financial well-being, financial behavior emerges as the most influential factor, followed by 
financial stress and literacy in promoting students’ financial stability. Students must gain fundamental 
knowledge of managing income, understanding spending habits, and developing saving patterns to im-
prove their financial security. However, this study is limited in its focus on behavioral factors, excluding 
the experiences of low-income groups and only considering three variables as predictors of financial 
well-being. To build a more comprehensive perspective, future studies should investigate additional fac-
tors such as seeking financial assistance, perceived financial competence, and demographic variables to 
understand their effects on financial well-being.
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