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ABSTRACT

Islamic finance in Indonesia exhibits promising growth, characterized by rising youth
engagement with Sharia-compliant financial products. Despite this trend, significant
challenges persist regarding the level of Islamic financial literacy among university students.
This study investigates the impact of Islamic financial literacy on students' interest in investing
in halal instruments, with pesantren-based educational background examined as a moderating
variable. Employing a mixed-methods approach, the research collected quantitative data
through structured questionnaires from 200 Economics Education students at Pamulang
University, supplemented by in-depth qualitative interviews with 10 informants. Quantitative
data were analyzed using Partial Least Squares Structural Equation Modeling (PLS-SEM),
while thematic analysis was applied to qualitative data. The findings reveal a statistically
significant positive influence of Islamic financial literacy on students' halal investment
intentions. Furthermore, a pesantren educational background significantly strengthens this
relationship, underscoring the pivotal role of value-based education in fostering ethical
financial behavior. These results highlight the critical need for integrating targeted Islamic
financial literacy programs within higher education curricula, particularly for students
preparing for future roles as educators and economic drivers.
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INTRODUCTION

In recent years, the development of Islamic economics in Indonesia has shown
significant progress, marked by encouraging trends. As the country with the largest Muslim

population in the world, Indonesia holds a strategic position in the global Islamic financial
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market. This growth is reflected in the increasing number of young investors opting for Sharia-
compliant investment products such as Islamic stocks, sukuk, and Sharia mutual funds. The
rising interest in Islamic finance aligns with growing public awareness of the importance of
conducting economic activities that are not only financially beneficial but also compliant with
Islamic principles. Core principles such as the prohibition of riba (usury), fairness in
transactions, avoidance of gharar (uncertainty), and the promotion of ethical investment serve
as the foundation for the increasing demand for Islamic financial products.

However, the relatively low level of Islamic financial literacy remains a significant
challenge, particularly among the younger generation, including university students. Islamic
financial literacy encompasses an understanding of fundamental Islamic economic concepts,
the ability to manage personal finances according to Sharia guidelines, and knowledge of the
available Sharia-compliant financial instruments. Without adequate understanding, individuals
may lack the confidence to make informed financial decisions based on Islamic values.

University students represent a crucial segment of society, not only as future
economic actors but also as agents of change who can influence broader financial behavior
and attitudes. This role is especially important for students majoring in Economics Education,
as they are expected to become educators and role models in promoting responsible and
ethical financial behavior. Hence, it is essential to examine their level of Islamic financial
literacy and how it affects their interest in investing in halal financial products.

This study specifically focuses on students enrolled in the Economics Education
Program at Pamulang University. The selection of this population is based on their dual role as
prospective educators and future economic decision-makers. The primary objective of this
research is to determine the influence of Islamic financial literacy on students’ interest in halal
investments and to investigate whether educational background—particularly pesantren-based
education—acts as a moderating variable in this relationship. Given that pesantren institutions
emphasize Islamic values, such a background is presumed to reinforce Sharia-compliant
financial behavior.

By exploring these relationships, this study aims to contribute to the discourse on youth
financial empowerment within the framework of Islamic economics. The findings are expected
to provide valuable insights for educators, policymakers, and Islamic finance practitioners in

designing effective, value-based financial literacy programs for higher education settings.
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METHODS

This study employed an explanatory quantitative design with a mixed-methods
approach. The primary focus was to investigate the causal relationship between Islamic
financial literacy and students’ interest in halal investment, with pesantren-based educational
background serving as a moderating variable. While the quantitative component was used to
test hypotheses and relationships between variables, qualitative data were included to enrich
the interpretation of statistical findings by exploring students' subjective motivations and
understanding of Sharia-compliant financial behavior.

The target population consisted of approximately 1,000 students enrolled in the
Economics Education Program at Pamulang University. A total of 200 respondents were
selected using stratified random sampling, ensuring representation of both pesantren and non-
pesantren educational backgrounds to enable moderation analysis. Additionally, 10
informants were purposively selected for in-depth interviews based on their experience with
Islamic finance and diverse educational backgrounds.

Quantitative data were collected using a Likert-scale questionnaire (1 = Strongly
Disagree to 5 = Strongly Agree), with items developed from prior research and expert input,
followed by a pilot test for clarity and reliability. The qualitative data were obtained through
open-ended interviews designed to explore financial decision-making from a Sharia
perspective. The operational definitions and measurement indicators of each variable are

summarized in Table 1.

Table 1. Operationalization of Research Variables

Variable Sub-Variable / Indicator Sample Question Item Scale

Understanding of Islamic
I understand that riba is Likert 1-5

prohibited in Islamic finance

economic principles (riba,
gharar, maisir)

Islamic
Financial Skills in managing finances [can manage my ﬁna.nces n Likert 1-5
Literacy based on Islamic values accordance with Islamic values
Knowledge of Islamic I am familiar with Sharia-
financial products (e.g., compliant investment products Likert 1-5
sukuk, Sharia mutual funds) such as sukuk
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Interest in halal-based I'am interested in investing in Likert 1-5
investment products Sharia-compliant stocks
Halal : ! :
I Intention to invest according I plan to invest in halal financial Likert 1-5
nvestment to Islamic principles instruments in the near future
Interest
Willingness to make .
investment decisions based ! prefer 1n\./estrnent products Likert 1-5
on Sharia compliance aligned with Islamic values
What was your high school
Educational Type of prior education background? (1 = pesantren, 0 = Nominal
Background (pesantren / non-pesantren) non-pesantren) (Dummy)

Quantitative data were analyzed using Partial Least Squares Structural Equation
Modeling (PLS-SEM) via SmartPLS software, evaluating both outer and inner models through
reliability (composite reliability), convergent validity (AVE > 0.50), discriminant validity, and
bootstrapping procedures to test the significance of hypotheses.

Meanwhile, qualitative data from in-depth interviews were analyzed using thematic
analysis, identifying recurring themes related to motivation, understanding, and perceived
barriers in adopting halal investment practices. Ethical clearance was ensured by informing all
participants about the study's purpose and their right to withdraw at any time. Informed
consent was obtained prior to data collection, and all respondent identities were kept

confidential, with data used solely for academic purposes.

RESULTS AND DISCUSSION

Low Level of Islamic Financial Literacy Among Students

The descriptive analysis of 200 respondents revealed a gender distribution dominated
by female students (64%) compared to male students (36%). Only 15% had a pesantren- based
educational background, with the remaining 85% coming from general or secular schools.
Most students were in their third or fourth year of study, representing an academically mature
group.

However, the average score for Islamic financial literacy was only 2.89 out of 5,

indicating a generally low level of understanding regarding core Islamic financial concepts
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such as riba, gharar, and Sharia-compliant financial products. Despite this, students’ average
score for halal investment interest was relatively high at 3.76, reflecting a favorable attitude

toward Sharia-compliant finance, even among those with limited literacy.

Structural Model Findings and the Role of Pesantren Background

The PLS-SEM analysis confirmed that the measurement model satisfied validity and
reliability thresholds, including outer loading (>0.70), AVE (>0.50), and composite
reliability (>0.80). The structural model demonstrated that Islamic financial literacy had a
significant positive effect on halal investment interest (B = 0.534, t = 9.421, p < 0.001), even
when the overall level of literacy was low. This implies that any increase in financial
literacy—however modest—can significantly enhance students’ inclination toward halal
investments.

Moreover, the pesantren educational background moderated this relationship
positively (B = 0.198, t = 2.467, p = 0.014), meaning students with pesantren experience
showed a stronger linkage between literacy and behavior. The R? value of 0.468 indicates that

46.8% of the variance in halal investment interest was explained by the model.

Qualitative Insights: Motivation and Barriers

Thematic analysis from in-depth interviews with selected respondents revealed three
important insights. First, students demonstrated a shallow understanding of Islamic financial
principles, particularly those without pesantren exposure. Second, despite their limited
knowledge, many expressed moral alignment and willingness to engage in halal investment,
driven more by values than technical comprehension.

Third, students voiced a lack of access to clear, practical information about Islamic
investment platforms, underscoring the need for more targeted and experiential financial
literacy programs. These qualitative findings support the quantitative results and emphasize
the importance of integrating Islamic finance education into university curricula to empower

students with both knowledge and confidence.

Discussion

These findings highlight the urgent need to strengthen Islamic financial literacy among
university students, particularly those enrolled in economics education programs. The
significant moderating effect of pesantren background suggests that religious-based

education serves not only as a foundation for spiritual development but also as a critical driver
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of ethical financial behavior. Students who have been exposed to Islamic values from an early
stage appear more inclined to apply these principles when making financial decisions,
especially in the context of halal investments.

This study reinforces and extends previous research that links financial literacy with
behavioral intentions in investment decisions (e.g., Huda et al., 2022; Ismail & Shafiai, 2020).
However, it adds a novel dimension by emphasizing the influence of educational background
on the strength of that relationship—an aspect often overlooked in mainstream financial
literacy studies. While conventional research typically focuses on knowledge and skills, this
study demonstrates the importance of value-based contexts, such as Islamic education, in
shaping financial attitudes and actions.

Moreover, the relatively high mean score for halal investment interest, despite low
overall literacy levels, indicates a latent readiness among students to participate in
Islamic financial markets—provided they receive adequate guidance and practical exposure.
This finding implies that universities and financial institutions must work collaboratively to
design inclusive and integrated financial literacy programs. Such initiatives should blend
Islamic perspectives with interactive tools, simulations, and access to real-world investment
experiences. Doing so would not only improve competence but also build the confidence and

ethical framework needed for responsible participation in the halal financial ecosystem.

CONCLUSION

This study examined the relationship between Islamic financial literacy and halal
investment interest among students in the Economics Education Program at Pamulang
University, with pesantren educational background considered as a moderating variable. The
findings demonstrate that Islamic financial literacy has a significant and positive effect on
students’ interest in investing in Sharia-compliant financial instruments. Furthermore, the
moderating effect of pesantren background was found to be significant, suggesting that
religious-based education enhances the alignment between financial literacy and ethical
investment behavior.

Qualitative insights supported the quantitative results by revealing themes such as the
internalization of Islamic values, trust in the Islamic financial system, and limited access to
concrete information about halal investment products. Students with pesantren backgrounds

were more consistent in aligning their investment preferences with Islamic principles, while
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other students expressed a high level of interest but lacked sufficient practical exposure and
guidance.

Overall, this study underscores the importance of integrating Islamic financial literacy
into higher education curricula, particularly within teacher training institutions. Students in
economics education programs play a pivotal role as future educators and literacy agents who
can shape financial understanding and behavior in society. Strengthening their comprehension
of Islamic financial principles is not only essential for personal financial well-being but also
contributes to the development of a more inclusive and sustainable financial ecosystem

grounded in Islamic values.
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