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BANKING & FINANCE | RESEARCH ARTICLE

Relationship between individual characteristics, 
neurotic personality, personal financial distress, 
and financial behavior
Khaira Amalia Fachrudin1* and Siti Latifah1

Abstract:  Financial distress is not only experienced by people with no income, but 
also those with a large income. This research aims to examine the effect of 
individual characteristics and a neurotic personality on personal financial difficulties 
with financial behaviour as an intervening variable. The study involved 600 
Indonesian respondents. The data were analysed using structural equation model
ling—the partial least squares method. The results of this study revealed that at an 
alpha level of 5%, neurotic traits have significant effects on financial behaviour and 
personal financial distress. The higher the score of a person’s neuroticism, the lower 
their investment consideration, which consequently leads to the tendency of falling 
into debt and as a result financial distress. Good financial behaviour can mitigate 
the financial distress faced by an individual with a high neuroticism score.
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PUBLIC INTEREST STATEMENT 
Managing finances can be a problem for most 
people as financial planning often fails, causing 
financial distress. It generally refers to indivi
dual’s inability to meet their needs and triggers 
financial problems related to daily life. Financial 
distress is triggered by many things, from perso
nal to job problems. The effect would be more 
pronounced in individuals with bad personalities, 
and the neurotic aspect may also be an antece
dent. However, previous research rarely exposes 
the relationship between personality and indivi
dual adaptability when experiencing financial 
distress. Accordingly, this study was conducted 
to empirically analyze how individual character
istics and neurotic personality relate to financial 
distress, involving 600 respondents in Indonesia. 
In addition to insightful scope, the results are 
also interesting, finding that neuroticism scores 
are negatively related to investment decision, 
which consequently leads into debt and financial 
distress. Identifying personal financial behaviors 
of individuals with high neuroticism scores is 
suggested to reduce financial distress.
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1. Introduction
There are two sides to an individual’s financial condition, the first called prosperity and the latter 
called personal financial distress. An increased financial pressure can put an individual’s prosperity 
and financial comfort at risk (Vosloo et al., 2014). Personal financial distress is a condition where 
a person cannot fulfill his financial needs (Nareswari et al., 2020). Personal financial distress has an 
impact on personal life (Nareswari et al., 2020).

Financial distress is a subjective phenomenon. Two people in the same financial situation may 
have different levels of financial difficulty. Pressure about financial problems is increasingly com
mon in society (Lajuni et al., 2018). Previous studies of financial stress concern personal finances 
related to health (Garman & Sorhaindo, 2005). Financial distress has also been associated with 
lower self-esteem (Kernis et al., 1991) and dissatisfaction with one’s financial situation (Garman & 
Sorhaindo, 2005). Another study found that insufficient income and inefficient cash flow manage
ment behavior resulted in financial difficulties (Eccles et al., 2013). Failure to overcome challenges 
can contribute to emotional stress (Scott, 2010). Financial stress can lead to poor performance and 
motivation at work as well as physical and mental health which leads to stress and subsequently 
has a negative impact on performance at work (Prawitz & Garman, 2009).

In Indonesia, many people experience financial difficulties due to low incomes. Meanwhile, as 
many as twenty-eight percent of the people whose expenses are greater than their income. In 
addition, there are also those who experience difficulties because they are in debt and find it 
difficult to pay it off, including debt through an online loan application. This debt is done for the 
sake of a hedonic lifestyle. There is also a debt to start a new business that was not previously 
studied so that the business failed. When they can’t afford to pay their debts, they go into debt 
again to cover their previous debt, when they can’t afford it anymore, they go into debt again, and 
so on. The result is divorce in the household, robbery, fraud, illness, feelings of inferiority and 
withdrawal from association, or suicide.

Neuroticism is a personality trait that shows in negative emotions such as sadness, fear, anxiety, 
and shame. Individuals with high neuroticism scores were found to be associated with experien
cing financial distress and having a savings deficit, financial distress, difficulty in paying out bills, 
delay in purchasing daily necessities, and having a consistent shortage of money every end of the 
month (Bukhori, 2021; Brown & Taylor, 2014; Xu et al., 2015).

The effects of individual characteristics such as gender, age, marital status, education, and 
income have been previously studied by researchers. These characteristics have effects on perso
nal financial distress (Nguyen Vu & Scott, 2017). Nonetheless, a study in Sri Lanka found that there 
is no significant difference in financial distress between gender or age among students (Sivarajah 
et al., 2014). Students from low-income to middle-income families feel financially suppressed by 
loans they have received (Archuleta et al., 2013). Divorced adults face more financial distress, 
while unmarried adults experience no financial distress (Sayilir et al., 2019). On the contrary, these 
personal characteristics have impacts on financial prosperity (Taft et al., 2013). Similarly, education 
and marital status have significant effects on financial prosperity.

Financial behaviour is defined as human behaviour in relation to financial management (Baker & 
Nofsinger, 2010). Social scientists believe that the way to better predict financial and economic 
processes is linked to our understanding towards society’s behaviours and attitudes towards 
finances, as well as the characteristics of various social groups who share the same views and 
behaviours (Németh & Zsótér, 2017; Permana et al., 2021). Behavior has a relationship with 
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financial distress (Chalise & Anong, 2017). Financial behaviour can determine individual lifelong 
financial outcomes and has a stronger impact on the incidence of personal financial distress than 
religiosity or financial knowledge (Lajuni et al., 2018). Financial behaviour was found to be a factor 
that strongly contributes to financial distress. This is a significant result as individuals who exhibit 
positive financial behaviour, such as spending less than they earn, saving up for an uncertain 
future, using credit cards carefully and looking for financial advice, are less likely to experience 
financial distress (Nguyen Vu & Scott, 2017).

The above-mentioned studies have elaborated on the relationship between financial distress 
and individual characteristics, neurotic traits, and financial behaviour in regard to saving and 
shopping behaviours. Nowadays, financial behaviour within the investment context and debt is 
more important because investments are more substantial than savings. In addition, this fact 
indicates that many people are experiencing financial distress due to their mounting debt. Based 
on the phenomenon and research gap, this study will look at financial behaviour in the context of 
investment behaviours and financial behaviour. There have been no studies comprehensively 
touching on these relationships by using those financial behaviours as intervening variables. The 
present study aims to examine the effect of individual characteristics and neurotic personality 
traits on personal financial distress with financial behavior as an intervening variable. Other 
personalities such as openness to experience, conscientiousness, extraversion and agreeableness 
were not examined in this study because based on previous research, only neurotic personality is 
often associated with personal financial distress. There may be other factors that can influence 
financial behavior and personal financial distress, but this study limits it to individual character
istics and neurotic personality so that the discussion becomes more focused. The test on financial 
behaviour as an intervening variable is critical as individual characteristics and neuroticism traits 
are inherent in an individual, while financial behaviour can still be changed to anticipate personal 
financial distress.

This research is important because many people are currently experiencing financial difficulties. 
In general, the objective of this research is to study what factors can affect personal financial 
distress so that anticipatory steps can be taken. As mentioned earlier, individual characteristics 
and personality are somewhat difficult to change, but behavior is not so difficult to change. 
Nareswari et al. (2020) said that to mitigate personal financial distress, one must have good 
financial behavior. In particular, by studying the factors that influence personal financial distress, 
the people closest to them can help overcome the stress faced by sufferers.

2. Theoretical background
The theory of planned behaviour links beliefs with behaviour. This theory asserts that attitudes, 
subjective norms, and perceived behavioural control will develop an individual’s behavioural inten
tion. Behavioural intention will determine human social behavior (Aziz, 2019). This concept was first 
proposed by Ajzen (1991) to increase the predictive power of reasoned action theory by incorporating 
perceived behavioural control. This theory has been applied to studies on the relationships between 
beliefs, attitudes, intentions and behaviour in various areas such as financial management.

2.1. Personal financial distress and neurotic personality
The cumulative aspect of stress emerges as a stack of stressing factors, such that before one 
problem can be handled, other problems are already felt. These are the causes of stress that 
contribute to financial distress, as the situation is often characterized by a continuous pileup of 
stressful reminders, including unpaid bills, dunning notices, calls from creditors and collection 
agencies, etc. For many, then, financial distress is related to outstanding debt balances that 
have grown worse over time (Boss et al., 2016).

Financial distress may not necessarily be a negative issue if one uses it as a source of motivation 
to increase productivity and ultimately gain income to help solve problems. Financial distress can 
turn into a problem if the income obtained is insufficient to meet daily needs. It can be worse 
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when an individual has no knowledge or skills to manage personal finances. Moreover, financial 
distress will have an impact on the health, function and family quality of life as well as productivity 
at work (Idris et al., 2017). Financial distress includes having more difficulty paying bills, late bills 
and late debt payments, as well as having accounts in collection and foreclosure (Liao, 2021).

Personality is relatively more permanent than individual thoughts, emotions, motives, and beha
viors (McCrae & John, 1992). Personality is a set of traits and psychological mechanisms that last 
a long time and affect interactions, adaptability, physical environment, intrapsychic environment and 
social environment (Larsen & Buss, 2017). The Big Five Personality Traits Model is one of the most 
popular personality theories put forward by the famous psychologist Lewis Goldberg.

The theory of personality that is considered the best and is the basis of most modern 
research is the Big Five Personality or known as OCEAN (openness to experience, conscientious
ness, extraversion, agreeableness, and neuroticism). This personality is owned by every human 
being (Goldberg, 1990), with different scores. Personality is directly related to financial behavior 
(Gokhan & Mutlu, 2019), as well as the Big Five Personality. However, the personality trait that 
is always associated with personal financial distress is neurotic personality (Xu et al., 2015; 
Brown & Taylor, 2014; Liao, 2020; Bukhori, 2021). Neuroticism represents a person’s tendency 
to experience a negative emotion. People with high neuroticism scores tend to react to 
a situation with fear, sorrow, anger, anxiety, and so on. They are vulnerable to stress. People 
with high neuroticism scores tend to suffer from financial difficulties and tend to be in debt 
(Brown & Taylor, 2014; Ibrahim, 2021).

2.2. Individual characteristics and financial behaviour
Financial behaviour involves proper money management typically measured in terms of savings, 
investment, debt management, cash/credit management, retirement planning and insurance 
(Farrell et al., 2016; Vosloo et al., 2014). Financial behaviour includes saving, falling into debt, 
and investing behaviour. Investment behaviour is defined as how investors evaluate, predict, 
analyse and review decision making procedures, including investment psychology, information 
gathering, definition and understanding, research, and analysis (Lee et al., 2010). Investment 
generates yields and capital gain for the purpose of improving prosperity (Fachrudin & Ihsan, 
2021). Debt behaviour reflects an individual’s behaviour when in debt.

Financial behavior includes three financial dimensions, namely consumption; cash-flow manage
ment; and saving and investment (Dew & Xiao, 2011). According to Herdjiono and Damanik (2016), 
the financial behavior variable is measured in reference to the indicators of making an investment, 
paying off the dues or debt on time, making careful consideration before purchasing goods, and 
financial budget planning.

Every human being has individual characteristics that are different from one another, namely 
gender, age, educational level, marital status, and income. Men can make better investment 
choices than women (Bajtelsmit & Bernasek, 1996; Dickason-Koekemoer et al., 2019). Štefko 
et al. (2017) said that men have better investment behavior. In addition, Baxter et al. (2007) 
and Teoh et al. (2013) found that married couples with sufficient income are usually able to pay 
their debts on time.

Narges and Laily (2011) found that age has a positive effect on financial well-being, something 
that is opposite to financial distress. While gender is not related to it (Joo & Grable, 2004). 
However, it is related to education level and income, investment behavior, and debt behavior 
(Fachrudin et al., 2022b). On the other hand, Narges and Laily (2011) found that income is 
positively related to financial well-being; and O’Neill (1995) found that gender, marital status, 
and education were related to financial health.
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3. Hypothesis development
According to (Capuano & Ramsay, 2011), individual characteristics can affect financial beha
vior. Someone who has good financial behavior, such as being wise in debt, tends to be less 
likely to experience financial distress (Giriati & Giriati, 2021). Gender and ages have 
a significant effect on financial behavior, especially investment behavior. Gender, age, marital 
status, and income have a significant effect on financial behavior, especially debt behavior 
(Fachrudin, et al., 2022b). In addition, age plays a significant role in excessive use of credit 
(Hamid & Abdullah, 2009).

Mayfield et al. (2008) found that men are more likely to make short-term and long-term 
investments. Men make better investment choices than women (Bajtelsmit & Bernasek, 1996; 
Dickason-Koekemoer et al., 2019). Štefko et al. (2017) said that men consider multifacet variables 
so that they have better investment behavior.

Young adults must make sound financial decisions as they are faced with challenges such as 
having to have savings for emergencies, credit and risk management, retirement plans, and 
property management (Lajuni et al., 2018). Married couples with sufficient income can usually 
pay their debts on time (Baxter et al., 2007; Teoh et al., 2013). Decreased income, especially when 
the economic situation is bad can also cause financial distress (Chalise & Anong, 2017).

Another study found that insufficient income and inefficient cash flow management behavior 
resulted in financial difficulties (Eccles et al., 2013). Based on this explanation, the following 
hypothesis is proposed: 

H1. Gender has a significant effect on financial behaviour and on personal financial distress

H2. Age has a significant effect on financial behaviour and on personal financial distress

H3. Educational level has a significant effect on financial behaviour and on personal financial distress

H4. Marital status has a significant effect on financial behaviour and on personal financial distress

H5. Income has a significant effect on financial behaviour and on personal financial distress

Personality shows thoughts, emotions, motives, and behaviors (Peong et al., 2021). These are 
psychological factors that fundamentally shape human behavior. People who feel anxious and 
insecure with others tend to believe that investing in stocks is detrimental and will ultimately lead 
to money losses (Lai, 2019). Neuroticism is a personality trait that is often associated with financial 
distress (Xu et al., 2015; Brown & Taylor, 2014; Liao, 2020; Bukhori, 2021).

Individuals with neuroticism traits are easily nervous and cannot control emotional sta
bility so that they have the potential to not be able to control their consumptive behavior so 
that it will increase their debt (Fachrudin et al., 2022a). They also tend to have low analytical 
and critical thinking capabilities which causes them to tend to take low risks due to excessive 
anxiety when making high-risk decisions. Mayfield et al. (2008) found that individuals tend to 
avoid short-term investments. These individuals tend to have a pessimistic paradigm that has 
the potential to affect their willingness to assume investment risk (Nga & Yien, 2013). 
Neuroticism has a negative and significant effect on investment behavior (Fachrudin et al., 
2022a). Neuroticism personality also has a significant effect on financial behavior, both invest
ment behavior and debt behavior (Fachrudin et al., 2022b). Based on the explanation, the 
following hypothesis is proposed: 
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H6. Neurotic personality has a significant effect on financial behaviour and on personal financial 
distress

Behavioral traits have a stronger impact on the incidence of personal financial difficulties 
than religiosity or financial knowledge (Lajuni et al., 2018). Individuals who exhibit positive 
financial behaviors, such as spending within their means, saving, using credit cards carefully, are 
less likely to experience financial difficulties (Nguyen Vu & Scott, 2017). Based on this explanation, 
the following hypothesis is proposed: 

H7. Financial behavior has a significant effect on personal financial distress

According to the transtheoretical model, intervention can change behavior (Xiao, 2008). 
People are more likely to change their behavior if they find the change beneficial. Financial 
behavior may be able to act as an intervening variable. If someone feels the opportunity to 
experience financial difficulties then he needs to change his behavior. Therefore, the following 
hypothesis is proposed: 

H8. Gender, age, educational level, marital status and income are able to mediate the relationship 
between personal financial distress through financial behavior

H9. Neurotic personality is able to mediate the relationship between personal financial distress 
through financial behavior

4. Research methods
This research uses a quantitative descriptive model and is associative in nature. The study was 
conducted in Indonesia with 600 respondents in Medan, North Sumatra, Indonesia. Primary data 
collected through questionnaires were used in this study. Neuroticism scores were measured with 
questionnaires that are commonly referred to by psychologists. The questionnaire for personal 
financial behaviour and financial distress was developed based on the indicators from previous 
research. Tests of validity and reliability were applied to 30 people other than the samples.

The independent variable is comprised of individual characteristics which include gender (X1), 
age (X2), educational level (X3), marital status (X4), income per month (X5), and neurotic personality 
(X6). The neurotic score ranges from 0 to 100%, the greater the neurotic score, the greater 
a person’s tendency to experience a negative emotion. The measurement of this score refers to 
an instrument that is common among professional psychologists in evaluating the respondent’s 
personality. This measure produces scores for all OCEAN personalities, but for the purposes of this 
study only neurotic scores were taken (Table 1).

The intervening variable is financial behaviour (Y1) which serves as the latent variable in this 
study. The dependent variable, in the meantime, is personal financial distress (Y2), which also 
serves as a latent variable. Measurement of financial behavior is done by asking questions in 
intervals 1 to 5 about investments made to achieve prosperity in the future, seeking information 
about investment in decision making, considering investment returns, considering investment risk, 
behavior in debt, and behavior in paying bills. A scale of 1 indicates bad behavior and 5 is very 
good.

The measurement of personal financial difficulties was carried out by asking questions about the 
adequacy of money, feelings about current financial conditions, comfort with current financial 
conditions, concerns about monthly living expenses, compatibility between monthly income and 
monthly expenses, and feelings of stress about personal finances (Prawitz et al., 2006). Data 
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analysis used structural equation modeling—the partial least squares method because this 
method was appropriate for the type of data used in this study, namely a combination of observed 
and unobserved variables.

5. Results
In this section, respondents’ characteristics will be presented, validity and reliability testing, and 
significance test for influence. Respondents’ characteristics are presented in Table 2

To assess whether the outer model meets the requirements of convergent validity for the 
reflective contract, the loading value must be greater than 0.7 and the p-value is significant 
(<0.05). Table 3 presents the loading values for each indicator by analyzing the test in two stages.

From Table 3, the entire loading value is > 0.7, which means that it has met the validity 
requirements based on the loading value.

Furthermore, validity testing is carried out based on the average variance extracted (AVE) value. 
The recommended AVE value is above 0.5 (Sholihin & Ratmono, 2013). The results showed that all 

Table 1. Operational definition and measurement of variables
Variables Measurements and Scale
Gender (X1) Measured on a nominal scale where 1 is female and 2 

is male

Ages (X2) Measured with an ordinal scale as follows:1 = < 
20 years old2 = 20–29.93 = 30–39.94 = 40– 
49.95 = 50–59.96 = 60–69.97 = > 70

Education Level (X3) Measured by the ordinal scale as follows:1 = Senior 
High School2 = Diploma3 = Undergraduate 
Program4 = Graduate Program5 = Postgraduate 
Program

Marital Status (X4) Measured with an ordinal scale as follows:1 = Not 
Married2 = Married3 = Widow/Widower

Income (X5) It is income per month which is measured by interval 
scale, namely:1 = < IDR 5,000,0002 = IDR 5,000,000— 
IDR 9,999,9993 = IDR 10,000,000—IDR 
14,999,9994 = IDR 15,000,000—IDR 
19,999,9995 = IDR 20,000,000—IDR 
24,999,9996 = IDR 25,000,000—IDR 30,000,0007 = > 
IDR 30,000,000

Neuroticism Personality (X6) Measured through 60 questions to measure five 
personality traits or OCEAN (Openness to experience, 
Conscientiousness, Extraversion, Agreeableness, and 
Neuroticism). In this case only the Neuroticism score 
is taken, which has a ratio scale.

Variables Indicators and Scale

Financial Behavior (Y1) Interval scale questionnaire. Measured by indicators 
that have passed the reliability and validity test as 
follows:Considerations in investingInvestment return 
considerationsInvestment risk 
considerationsPunctuality in paying debtsPunctuality 
in paying bills

Personal Financial Distress (Y2) Interval scale questionnaire. It is measured by 
indicators that have passed the reliability and validity 
tests as follows:Suffering about current financial 
situationDiscomfort with the current financial 
situationWorries about monthly living 
expensesInsufficient monthly incomeStress about 
personal finances
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variables have AVE values > 0.5 which means that they have met the validity requirements based 
on the AVE.

Furthermore, reliability testing was carried out based on the composite reliability (CR) value. The 
recommended CR value is above 0.7 (Sholihin & Ratmono, 2013).The results showed that all CR 
values are obtained > 0.7, which means that the reliability requirements based on CR have been 
met. Furthermore, reliability testing was carried out based on the value of Cronbach’s alpha (CA). 
The recommended CA value is above 0.7 (Sholihin & Ratmono, 2013). Moreover, the calculation 
showed the Cronbach’s Alpha (CA) > 0.7, which means that they have met the reliability require
ments based on Cronbach’s Alpha. Furthermore, to test the extent to which a construct is really 

Table 3. Validity testing based on the second stage loading factor and AVE
X1 X2 X3 X4 X5 X6 Y1 Y2 AVE

X1 1.000

X2 1.000

X3 1.000

X4 1.000

X5 1.000

X6 1.000

Y.1.5 0.750

Y1.2 0.763

Y1.3 0.760

Y1.4 0.821

Y1.6 0.773

Y2.2 0.871

Y2.3 0.861

Y2.4 0.832

Y2.5 0.807

Y2.6 0.838

Figure 1. Structural model with 
loading factor and path 
coefficients.
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different from other constructs, a discriminant validity test was conducted using the Fornell- 
Larcker approach. Table 4 presents the results of discriminant validity testing.

In discriminant validity testing, the value of the square root of the AVE of a latent variable is 
compared with the correlation value between the latent variable and other latent variables. From 
Table 4, it is known that the value of the square root of AVE for each latent variable is greater than 
the correlation value between the latent variable and other latent variables. So it is concluded that 
it has met the requirements of discriminant validity. Table 5 presents the results of the significance 
test of the effect (Figure 1).

Table 5 demonstrates the results of the effect significance test. It is shown that there is 
a significant impact at the alpha level of 5% where men have better financial behaviour than 
women. In addition, the older a person and the higher their income, the better their financial 
behaviour is; the higher the income of a person, the less likely they are to experience financial 
difficulties. Moreover, the R2 value obtained is medium, but it still fulfills the research objectives 

Table 5. Effects of significance test

Original 
Sample (O)

Sample Mean 
(M)

Standard 
Deviation 
(STDEV)

T Statistics  
(|O/STDEV|) P Values

X1 → Y1 0.090 0.088 0.042 2.137 0.033**

X1 → Y2 0.050 0.050 0.036 1.399 0.1125

X2 → Y1 −0.176 −0.181 0.061 2.879 0.004***

X2 → Y2 −0.072 −0.072 0.050 1.457 0.101

X3 → Y1 0.045 0.044 0.046 0.672 0.232

X3 → Y2 −0.071 −0.070 0.039 1.807 0.071*

X4 → Y1 0.079 0.081 0.057 1.394 0.114

X4 → Y2 0.084 0.087 0.047 1.803 0.072*

X5 → Y1 0.071 0.073 0.039 2.613 0.009***

X5 → Y2 −0.204 −0.203 0.037 5.460 0.000***

X6 → Y1 −0.137 −0.140 0.042 3.233 0.001***

X6 → Y2 0.152 0.156 0.041 3.699 0.000***

Y1 → Y2 −0.297 −0.299 0.040 7.523 0.000***

R Square: Y1 = 0.057; Y2 = 0.208

X2 = Gender; X2 = Age; X3 = Educational Level; X4 = Marital Status; X5 = Income Per Month; X5 = Neurotic Personality; 
Y1 = Financial Behavior; Y2 = Personal Financial Distress 
*,**,*** significant at alpha 10%, 5%, and 1% 

Table 4. Discriminant validity test
X1 X2 X3 X4 X5 X6 Y1 Y2

X1 1.000

X2 0.123 1.000

X3 0.021 −0.146 1.000

X4 0.050 0.680 −0.100 1.000

X5 0.228 0.287 0.289 0.226 1.000

X6 −0.067 −0.271 −0.055 −0.251 −0.213 1.000

Y1 0.106 −0.051 0.101 0.017 0.132 −0.139 0.774

Y2 −0.044 −0.083 −0.166 −0.045 −0.287 0.236 −0.342 0.842
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previously mentioned, namely to find out what factors can affect personal financial distress and 
the test results have shown it.

Table 6 demonstrates the mediating test. The above table indicates that financial behaviour 
plays a role in mediating the effect of gender, age, income, and neurotic personality traits on 
personal financial distress. This finding is the novelty of this research. Indirectly, gender has no 
effects on personal financial distress. However, women who fail to efficiently manage their 
finances will likely suffer financial difficulties. High income can directly reduce personal financial 
distress, but if financial behaviour is worsening, financial pressure increases. Neurotic personality 
traits have a direct positive effect on financial distress, but if financial behaviour is good, the 
pressure being faced eases. This finding indicates that financial behaviour acts as a mediating 
variable where it can ease the financial pressure an individual, including those with high neuroti
cism scores.

6. Discussion
The findings are in line with the findings of Eccles et al. (2013) who said that insufficient income 
and inefficient cash flow management behavior resulted in financial difficulties, and Chalise and 
Anong (2017), who said that declining income caused financial distress.

At the alpha level of 5%, age, gender, education, and marital status have no significant effects 
on personal financial distress; however, at the alpha level of 10%, education and marital status 
have significant effects. These findings are not in line with the research reporting that married men 
and married women are equally affected by financial distress (Mills et al., 1992; Riswanto et al., 
2018). Married people and widows and widowers tend to feel more financial distress because they 
have dependents. In the case of Indonesia, the dependents are not only biological children, but 
also siblings and biological parents. The costs incurred are not only the cost of daily needs, but also 
the cost of medical treatment when sick.

People who are highly educated in this regard are more likely to experience financial difficulties 
because they may have many desires so that their expenses are more than their income. To fulfill 
it they owed. Currently, there are many shopping features that offer pay later, which triggers 
people to shop a lot.

Neurotic traits have significant effects on financial behaviour and personal financial distress. The 
higher the neuroticism score, the lower the tendency of a person to make investments and the 
more likely they are to be in debt. It is also likely that a person with a higher neuroticism score 
would always feel dissatisfied, worried, and stressful about their financial condition. Good financial 
behaviour negatively affects personal financial distress. This finding is congruent with findings that 

Table 6. Mediating test

Original 
Sample (O)

Sample Mean 
(M)

Standard 
Deviation 
(STDEV)

T Statistics (| 
O/STDEV|) P Values

X1 → Y1 → Y2 −0.027 −0.026 0.013 2.077 0.038**

X2 → Y1 → Y2 0.052 0.054 0.019 2.805 0.005***

X3 → Y1 → Y2 −0.013 −0.014 0.015 0.631 0.253

X4 → Y1 → Y2 −0.024 −0.024 0.017 1.345 0.124

X5 → Y1 → Y2 −0.030 −0.031 0.012 2.525 0.012**

X6 → Y1 → Y2 0.041 0.042 0.014 2.967 0.003***

X2 = Gender; X2 = Age; X3 = Educational Level; X4 = Marital Status; X5 = Income Per Month; X5 = Neurotic Personality; 
Y1 = Financial Behavior; Y2 = Personal Financial Distress 
*,**,*** significant at alpha 10%, 5%, and 1% 
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individuals with a high neuroticism score are likely to seek advice in making an investment 
decision, tend to avoid short-term investment, have fewer assets at risk in their portfolios, tend 
to opt for simple debt products like overdrafts, and are likely to have a lot of debt and face 
financial distress (Brown & Taylor, 2014; Mayfield et al., 2008; Oehler et al., 2018; Tauni et al., 
2016).

Financial behaviour is found to have a negative and significant impact on financial distress. The 
better a person’s financial behavior, the less financial difficulties he feels. This is because they have 
prepared investments for their welfare and managed their debts well. This finding is in line with 
a study stating that financial behaviour is a good predictor for financial wellbeing, considering that 
financial distress and financial wellbeing are two opposing sides for describing the financial 
condition of an individual (Oquaye et al., 2020).

This finding supports the transtheoretical model which says that interventions can change 
behavior (Xiao, 2008). This finding shows that women and their parents really need to change 
their financial behavior in a better direction in order to avoid financial difficulties. Likewise, people 
with high incomes because if they are not able to manage their debts and investments, they may 
experience financial difficulties. Finally, people with high neurotic scores need to be guided in order 
to have good financial behavior so that they do not experience severe financial difficulties.

7. Conclusion
People who experience financial distress tend to feel unprosperous in their current financial 
condition, worry about monthly living expenses, find that monthly income is insufficient for 
monthly expenses, and stress about personal finance. The situation is affected by income and 
neuroticism traits. However, good investment and debt behaviour can ease this feeling of stress. It 
is therefore pivotal for an individual to amend their financial behaviour, particularly investment 
and debt behaviour. Neurotic traits have negative effects on an individual’s financial behaviour. It 
is suggested that employers should not assign people with high neuroticism scores roles as 
financial decision makers within a company.

The present study generated findings that answered the research question in this study, namely 
what factors affect financial distress, despite the fact that the coefficient of determination gener
ated is relatively low at 20.8%. Future research can be expanded by adding other variables such as 
shopping behaviour, lifestyle, and participation in health insurance.

This study has contributed to the factors that influence financial distress and the role of financial 
behavior in mediating the relationship between individual characteristics and neurotic personality 
on financial distress. Another contribution is to contribute to the relationship of neurotic person
ality which is usually a study in the field of psychology—with the financial sector.

This study has limitations, namely it does not include variables related to health insurance. 
Health insurance has a significant effect on the risk of bankruptcy (Argys et al., 2020), because 
health insurance can reduce financial risk and increase a person’s level of financial well-being. 
Health status affects behavior in spending and saving, causing financial distress (Chalise & Anong, 
2017).

The implication of this research is that to be successful, one must be able to formulate and 
implement financial plans, resist temptations, and face life realistically. Parents and educational 
institutions need to provide information about the importance of good financial behavior. An 
appeal not to be trapped in fraudulent investments and online debt with instant approval also 
needs to be carried out. The government is expected to implement policies that are oriented 
towards improving a good financial habit.
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