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Problem: Few studies regarding savings among students have been conducted, particularly 

studies looking at students in Sweden, as the general assumption is that students cannot save.  

 

Purpose: Investigate what factors may affect students saving behavior 

 

Method: The thesis will be done by a quantitative and deductive approach. To investigate 

what factors affect students saving we conducted several hypotheses tests through regression 

analysis. 

 

Result and Conclusion: The investigation showed that through our estimates we were able 

to find three significant variables at a 5% level; Income, Worked Before and Saving Before 

and a general fit of the model of 16.36%. One possible explanation for the poor fit is the 

complexity of human behavior and thusly that it is hard to explain. 
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1. Introduction 

1.1. Problem Background 

There are several articles from banks, investment companies and organizations focusing on 

savings that state the importance of starting with ones’ saving plans early in life. The reasons 

for saving can be many, such as for a longer vacation, buffer for unexpected events later in 

life, or for a person’s retirement. One could ask how accurate is this for students? According 

to Modigliani, an individual usually is dissaving until the age 25 (Mankiw, 2016). This is 

most likely due to that most individuals join the workforce at approximately that age, and this 

leads to the question; why do certain people study while others do not? Education can be seen 

as the most important investment an individual can make. Borjas (2016) argued that a person 

is faced with a choice after graduating senior high school, to go to university and study even 

more, or to not to. What determines an individual's choice is its rate of discount and the 

present value of age earning profiles. As long as the marginal rate of return from schooling is 

higher than the rate of discount, the individual will continue their studies to earn a higher life 

salary.  

 

How much we consume today versus how much we should save for future consumption is 

measured by an intertemporal budget constraint. The constraint in its general form says that 

the present value of total resources cash outflows cannot exceed the present value of total 

resources cash inflows. (Mankiw, 2016) During the 20th century a lot of research on the 

subject private saving was conducted. A few of the most known are Keynes, Friedman and 

Fisher. Keynes (1936) argued that consumption mostly depended on an individual's current 

income, and the propensity to consume falls as income rises. Thus an increasing income 

would most often lead to an increase in savings. Friedman argued that consumption primarily 

was depended on permanent income and in part by the transitory income. Compared to 

Keynes, Friedman suggests that consumption is not dependent on current income, but by how 

much one expect to earn throughout life. Fisher as well as Friedman, argued that consumption 

is depended on the individual’s total amount of resources available today and in the future. If 

the individual wants to consume more today, it can borrow from the future at a cost of 

interest. (Mankiw, 2016)  

 

In a Survey made by Origo Group and the Sweden's financial supervisory authority (2018) 

regarding Swedish households’ economy, 63% of young people aged 18-29 answered that 

they always had money left at the end of the month, 23% most often had, and 11% never had 

money left. The same study also found that 71% had long term savings and 60% could handle 

an unexpected expense of 20 000 SEK. Being younger than 30 and being a student is not the 

same, but the information indicates that there should be an interest among students for 

financial saving. A study made by StudentCard and Cision (2017), strengthens the 

assumption, the study showed that every fourth student has more than 100 000 SEK in 

savings, but the study also showed that every sixth student have no savings at all, which 

indicates a large distribution whether a student have savings or not.  
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Lusardi (2008) demonstrated that most individuals have problems performing simple 

economic calculations. She also found that the level of knowledge regarding basic financial 

concepts is low, such as how compound interest works, the difference between real and 

nominal values, and common knowledge of risk diversification. The findings are supported 

by the research conducted by the Sweden's financial supervisory authority (2018) that found 

out that the understanding of financial concept among Swedish households is low. 39% did 

not know the relationship between inflation and interest. And 22% did not know how interest 

works when being asked “Assume that you have 100 SEK on a savings account with 2% 

interest, after five years how much money do you have?”. One could argue that when given a 

lecture about finance, an individual should possess better knowledge and thusly behave as if 

they are more informed on the subject when faced with financial decision. This has however, 

been disproven by multiple studies, for example Mandell and Schmid-Kleins (2009). 

 

But it is not only how much someone earn and could save that determines if one saves or not, 

neither their knowledge. Time discounting is also an important factor. A person with time 

inconsistency delays the promising savings for the future and therefore consumes more. This 

is known as hyperbolic discounting and an individual thinking this way will discount the 

long-term future more than it discounts the short term future. (Varian, 2014)  

 

There is a general assumption about students, that they survive on noodles and scrape by on 

their last pennies by the end of the month. But the survey provided by the Sweden's financial 

supervisory authority (2018) found out that a lot of young adults have the ability to save and 

many also have savings. Several articles are written about households and individuals 

savings, particular in America and few of them are about students, specifically students in 

Sweden.  

 

The research will investigate: 

 

● What factors can affect savings among students in Sweden 

1.2. Literature review 

When searching for relevant research the databases Primo and Google Scholar were primarily 

used, these provide journals and articles that has been peer reviewed. To collect relevant 

statistics about Swedish households and students we have used Statistics Sweden, which is a 

Swedish statistical bureau and a governmental agency and by that is highly trusted. We have 

also trough similar research found relevant references to provide us with more research and 

relevant books. The books used in the research have been a blend among course literature and 

well known theories such as Keynes and Duesenberry. 
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1.3. Limitations 

As this is a bachelor thesis, and time is a constraint, a few variables, that may also explain 

savings among students were not included, these variables are for example: 

● The specific amount of capital saved before their studies started, which could impact 

saving and consumption behavior. 

● What type of saving the student have, bonds, stocks etc. This could be indicative of 

the interest in saving. 

● Consideration for what programs the students are currently enrolled in. This will leave 

out the possibility to see if there is a difference across programs. 

● The source of income which the students have. There might be a difference between 

someone receiving student loans and someone earning a salary. Some students might 

have taken different loans than CSN, and should not be counted as an income. 

● Questions about parents’ salaries, even though it could be a factor that impact 

students’ saving behavior. 

● The size of the households. The survey only specified if the student have at least one 

child or not. The number of children could have an impact as well as if the student is 

living alone or with a partner.  

● Precise amounts for income, savings and expenses, which could lead to making 

general assumption about the “group”. 

This could lead to omitted variables, which means that an important explanatory variable 

could have been left out (Studenmund, 2017). 
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2. Theoretical framework 

2.1. Consumption theory 

Keynes (1936) argued that the ratio of consumption to income, known as the average 

propensity to consume, falls as income rises. The human psychological law says that, when 

their income increases consumption also increases, but not as much as the percent increase of 

income. Thus, an increase in income will most often also lead to an increase in savings. 

Although this was disproved by Kuznets (1952), who found that both the average 

consumption to consume and the saving ratio was constant, meaning that although income 

increased, the saving ratio did not. Kuznets argued that Keynes theory could be applied in the 

short run only. 

 

One way to explain individuals’ consumption behavior and why they consume less than they 

desire is with the intertemporal budget constraint, by Irving Fisher from 1930, because of the 

constraint their consumption is limited by their income. The constraint measures total 

resources available for current consumption and future. (Mankiw, 2016) 

 

The simplest model examines an individual facing two life periods, youth and old age. In the 

first period savings equals income subtracting consumption:  

 

𝑆 = 𝑌1 −  𝐶1  

 

In the second period consumption equals accumulated savings (savings + interest) plus 

income in period two: 

 

𝐶2 = (1 + 𝑟)𝑆 + 𝑌2 

 

By derivations we get:  

 

𝐶1  +
𝐶2

(1 + 𝑟)
 =  𝑌1 +  

𝑌2

(1 + 𝑟)
 

 

This is interpreted as; the level of consumption in the two periods is equal to the income in 

the two periods. From this we can derive that consumption in period two is cheaper than in 

period one, because we get an interest on our savings.  

 

Where: 

C1 = Consumption period 1 

C2 = Consumption period 2 

Y1 = Income period 1 

Y2 = Income period 2 

S = Savings 

r = Interest rate 
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But it is not that simple, one must consider a consumers’ preferences, which is represented by  

indifference curves. The curve illustrates different baskets of consumption in the two periods 

that makes the consumer indifferent. The maximum utility is where the indifference curve is 

tangent to the budget constraint. An increase in the income will shift the budget constraint 

outwards, which allows the consumer to consume more in one or both periods, depending on 

their preferences, given that the consumption goods in both periods are normal goods. 

 

One flaw with Fisher's model is that he assumes that the individual can borrow between the 

two periods, yet for a copious amount of people this is impossible. If the consumer cannot 

borrow it is constrained by C1 ≤ Y1. (Mankiw, 2016) For most Swedish students this is not an 

issue, because of the opportunity of CSN-loans, which states that as long as the study rate is 

above 50%, the students is younger than 57 years, have no other loans and have finished 

earlier commitments to studies, one is granted loans and grants for at most 240 weeks (CSN, 

2018). 

2.2. Consumption Behavior 

Duesenberry (1949) argued that a consumers’ utility index varies with the ratio of his 

consumption to a weighted average of other people's consumption. He argued that the 

individual is influenced by the consumption of those with who they have a relationship with, 

but only from those who they have social contact with and not from “casual contacts”. The 

author also states that individual who associate with persons who have a higher income, will 

be less satisfied with their own positions. He also found that individual in jobs with a higher 

income were competing for social status with persons far above their income status. 

 

Duesenberry (1949) also argued that the consumer’s actions are dependent on their assets, 

current and expected future income, current and expected future prices and the interest rate. 

And the consumer always tries to maximize utility with consideration of the budget 

constraint. He argues that the consumption habits start already as a child, and if for example 

an individual suffers a 50% reduction in permanent income, now and in the future, the 

individual will tend to consume the same way as before his reduction. Only after a time when 

the individual realizes that their assets are reducing will they begin to regret and reject 

expenditures and a new consumption pattern will arise.  

 

The study made by Sussman and Alter (2012) suggest approximately the same as 

Duesenberry (1949). That even though an individual regularly have an expense, such as 

Christmas gifts, the individual does not acknowledge these expenses in their financial 

planning, resulting in more spending than one will think and furthermore less savings than 

possible. 

2.3. Life cycle Hypothesis 

The life cycle theory of consumption by Franco Modigliani and Albert Ando from 1957, 

suggest that the consumption in a period is not only a function of the income level during that 
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period, but also a function of expected income in the whole lifetime. There is some 

assumption in the theory such as that a person knows exactly when they will die, represented 

as 75 years old, and in the end of the lifetime an individual will have zero net-savings left. 

Another assumption is that consumption will increase in a constant rate over the life-time. 

(Mankiw, 2016) The theory further claims, as illustrated by figure below, that the individual 

starts its life by borrowing, to the average age of 25, when it later, after age 25, starts to earn 

money and save.  

 

One can assume this could be correlated with Swedish students where, according to Statistics 

Sweden’s (2014) study, 54% of the newly registered students at university where younger 

than 22 and the median age for graduation is 27  

 

 
(Figure 1: Savings or dissaving depending on age, (YourArticleLibary, 2018)) 

 

To support Modigliani’s theory, we found a research investigating American individuals, 

made by Business insider (2017). The research found that on average a consumer could save 

19% of their income at the age 25-35, 23% at the age 35-44, 27% at the age 45-54, and after 

that the consumer would start saving less and less. Below the age of 25, the consumer could 

not save at all, and instead borrowed 4%. In the Sweden's financial supervisory authority's 

survey (2018) they examined income and capital distributed by age. In the survey it is clear 

that younger people aged 18-29 have less income and capital, and the older one gets it 

increases, and by the age 40-49 the income is greatest, but the capital is greatest by the age 

50-64. This was confirmed by Statistics Sweden's statistics (2017a), were the average salary 

was lowest at the age 18-24, 24000 SEK, to reach a maximum average salary of 39000 SEK 

for men and 33000 SEK for women aged 45-54.  

2.4. Financial education impact 

Mandell and Schmid-Kleins (2009) researched the importance of financial education. Their 

study included both students who had taken financial management courses and students who 

had not. The result of their study illustrated that there was no difference in financial literacy 

and that raised the question about the long-term effects of such a course, because one could 
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not measure the impact that financial lectures gave students. Other studies such as Chen and 

Volpe (1998) showed that college students in general do not have enough knowledge about 

private finance. An effect of this is that they will be limited in their abilities to make informed 

financial decision. Chen and Volpe (1998) also suggested that more financial education is 

needed in general. Borden et al (2007) conducted a study with another approach and instead 

investigated the impact of seminars in financial management. The study showed that when 

given a one-and-a-half-hour financial seminar, students financial knowledge and 

responsibility increased, and they started engaging in more responsible financial behavior in 

the future. They argued that the seminars had better impact because of the participation in 

discussion.  
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3. Methods 

3.1. Choice of method 

Quantitative survey is the main point of the investigation. The reason quantitative approach is 

selected and not qualitative is because the study investigates how different factors can affect 

students’ savings. As we are investigating the average student and only want to identify 

different factors, such as; age and income, we are not interested in in-depth information about 

the individuals. 

 

To get the information about how the average student behaves we need to investigate a 

sample of the population. According to Statistics Sweden (2017a) there are about 400 000 

students in Sweden, and too be able to generalize a population it is important to have a 

representative group of sample. With a sample calculator, with a confidence interval of 95%, 

and margin of error of 5%, we calculated that 384 students are needed (FlexMR, 2018).  

 

According to Bryman and Bell (2015), since the sample size required is large, a survey will 

save both time and costs in comparison with interviews. By using interviews, we might face a 

skewness in answers as people may try to present a more favorable picture of themselves 

when facing an in-person interview with questions involving personal information. Having 

that in mind an anonymous survey works better for the purpose of this thesis.  

 

The regression model will be estimated using Ordinary Least Squared (OLS), and a 

multivariate regression model will be used to examine the effect of student saving, depending 

on different factors. A multivariate regression model is effective when examining the effect 

on the dependent variable, holding all independent variables as constants, except the one we 

want to examine the impact of. 

 

By using OLS methodology implemented in standard programs a few assumptions and 

limitations are included according to Fellingham et al (2004). This could affect both the 

calculations of F-tests, the estimation of standard errors, SE, and means on repeated measures 

data. To adjust this some programs, use Greenhouse-Geisser, which adjust for more cautious 

F-values, but the SE and means are still not improved. Due to the fact that certain individuals 

have zero savings and expenses, it is not possible to include semi-log functional form, due to 

taking the logarithm of zero is not defined. This would had been done to explain the 

relationship between for example, if income increases by x%, savings would increase by y%. 

One way to solve this limitation would be to conduct regression by using maximum 

likelihood-method, but due to time limit, this method was not conducted. 

 

Another condition when running OLS is that the error terms are to be due to random 

variations in the dependent variable, for example by it having an independent normal 

distribution. Currit (2002) argued that if this condition is not met, it could lead to an 

underestimation of the actual strength of the relationship. If there is a systematic variation, 

rather than random, in the error term it will often indicates a non-linear relationship between 
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the dependent and independent variables. This will lead to when modeling a non-linear 

relationship with OLS, the coefficients and standard errors will be biased.  

 

When dealing with small samples it is also important to check for a possible violation of the 

normality assumption. But as our sample is considered sufficiently large, as it is larger than 

200, the normality assumption is not needed. The Central Limit Theorem ensures, as the 

sample is large, the distribution of disturbance term will approach normality (Statistics 

Solutions, 2013). 

3.2. The design of survey 

Since we are examining Swedish students, the survey will be in Swedish to avoid 

miscommunication. Below we present the questions asked in English. Before designing and 

distributing the survey a few questions were in consideration: 

 

- Why should students spend time answering the survey? 

- How will the survey best reach students? 

- What methods should be used to streamline the result and get the right information needed? 

 

The survey will be conducted in google forms as it is a practical tool to create both a 

spreadsheet to conduct regression analysis and general information in the shape as pie-charts 

and graphs. Since the survey is through google forms no identification is needed when 

answering the survey, which will result in more people answering, knowing the survey is 

anonymous. Another way to increase the incentive to answer is that we will contribute 1 SEK 

to the charity the Swedish Childhood Cancer Foundation for every completed survey 

response. 

 

The questions asked in the survey serves two purposes. Firstly, questions 1-2 and 6-19 are 

asked as to provide data for the regression. The answers provide data both to test the 

hypotheses, and different social factors that may affect saving. Question 4 is asked to see the 

distribution of students involved in the survey. This is asked as the aim is to investigate the 

average student in Sweden. And to draw conclusions regarding the average student we need a 

distribution across the whole of Sweden that is close to the distribution of Swedish students 

geographically. Question 5 is asked to see the distribution of the living conditions of students 

involved in the survey. Questions 20-22 are asked to be able to analyze the reason some 

students save and other do not, and if there is an interest to save more.   
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Questions of the Survey: 

 

1. What is your age? 

2. What gender do you associate with?  

3. Are you studying at university today? 

4. What university do you study at? 

5. What are your living condition? (Parents, Alone, With someone) 

6. Did you work before starting university? 

7. Do you have a parent with a university degree? 

8. Do you have any children that you are economic responsible of? 

9. What is your average total income after taxes each month? 

10. Do you work at the side of your studies? 

11. What is your average total savings each month? 

12. Do you have any savings from before? 

13. Are you a member of a financial organization? (For example Unga Aktiesparare) 

14. Do you read financial news at a regular basis? (Regular basis is at least 1-3 times/month) 

15. Have you had at least one lecture in the subject private finance? 

16. What is your average home expenses each month? (For example Rent, Food, Phone) 

17. What is your average leisure expenses each month? (For example Spotify, Cinema, Restaurant) 

18. What is your average school material expenses each month? (For example literature, notebooks, pens) 

19. What is your average transport expenses each month? (For example Bus, Taxi, Car, Train) 

20. If you do not save, Why? 

21. If you save, Why? 

22. Would you save more if your knowledge in private finance increased? 

 

(Table 1: Questions asked in the survey) 

3.3. Distribution 

Social media, especially Facebook, will be used to distribute the survey as it provides access 

to a large population at a small cost and it is easier to select a unique group. To ensure that 

the survey reaches the target population, we will use different student groups such as; “They 

call us students”, “Economic program MDH”, “KTH”, and “Teacher students in Umeå”. To 

distribute the study in different student groups we will either enter them ourselves or ask 

people we know at different universities across the country. A disadvantage with the 

distribution on social media is that students who do not have access to internet cannot 

participate. (Bryman and Bell, 2015)   
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4. Regression 

4.1. Data 

We collected 486 surveys, but due to errors with data and limitations with the regression tool 

we had to excluded 165 surveys. 40 surveys were excluded because they were not students at 

university, three due to an error in the data recording, which had led to the exact same 

answers four times, one due to the individual answered its age being 13, which most likely is 

a mistyped answer, but due to a risk that it will pull down the data it was excluded. One 

answer was excluded since they answered gender “unknown”. To be able to run gender as a 

dummy and as it were only one answers with “unknown” we decided to exclude it. Five were 

excluded due to not being students in Sweden and 115 due to limitations with not being able 

to run a regression with numbers that include ” >x”. Due to this we had a total of 321 surveys 

remaining, which is under the recommended number for a regression with a confidence 

interval of 95%, and margin of error of 5%. Seeing that we had still collected 84% of the 

recommended, and due to the time limit, we decided to run regressions with the collected 

data. 

 

As almost 12% of survey answers had savings above 4000 SEK, we decided to still use these 

numbers in a bar graph to show that lots of students have a high monthly saving. This was a 

bit unexpected when analyzing the income graph, where about 49% has an income between 

9001-12000 SEK, but this could be explained by the fact that about 27% has an income 

above 12000 SEK. 

 

 
(Figure 2: Average monthly savings from survey and quantity of students in interval) 
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(Figure 3: Average monthly income from survey and quantity of students in interval) 

4.2. Regression variables  

The dependent variable, in our case the saving variable, 𝛼0, takes a value between 0 and 3000 

SEK depending on the value the student saves, and describes how much the student saves 

dependent on the different factors. The variable Income, 𝑋1, describes the average monthly 

income after taxes. To further test the income we included the dummy variable, 𝐷8, Work 

Aside = 1, if the student is working at the side of their studies. Besides the income, we have 

included four different expense variables; Home Expenses, 𝑋3, School Expenses, 𝑋4, 

Transport Expenses, 𝑋5, and Leisure Expenses, 𝑋6, that describes the student’s expenses, 

both mandatory and pure consumption. All variables concerning SEK are measured in 

average per month. 

 

Furthermore, we have included two variables explaining age; Age, 𝑋2, equals the students 

age and is represented by integers, and a dummy variable, Age Interval, 𝐷1, in the interval 25 

years or below = 1, and above = 0. The interval is to test if Modigliani’s theory can be 

accepted for our population. To further test Modigliani’s theory, as it also includes income, 

we included the variable Age*Income, 𝐷1𝑋1 ,the variable is a multiplication of the variables 

Income and Age Interval. To test the student’s financial knowledge, we included three 

dummy variables; Finance News, 𝐷4,= 1, if the student reads financial news regularly, 

Financial Lecture, 𝐷5, = 1, if the student has had at least one lecture in the subject private 

finance and Organization Member, 𝐷6, = 1 if the student is a member of any financial 

organization with focus on savings. Since Duesenberry (1949) argued that once a habit has 

arisen, it will continue even after the income decreases, we have included the dummy 

variable Work Before, 𝐷7, = 1, if the student worked before starting university. 

 

The rest set of variables try to explain the effect different social factors may have in our 

regression. The dummy variable Gender, 𝐷2, test the impact gender has, male = 1 and woman 

= 0. Variable Children, 𝐷3, = 1, if the students have any children for which they have 

economic custody. The variable Parent Education, 𝐷9, = 1, if at least one of the students’ 
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parents have a university degree. The variable Saving Before, 𝐷10, = 1, if students have 

savings from before. Due to this is only a binary question we can only interpret the effect of 

earlier savings, but cannot know if it is from a saving habit, or if the savings are from for 

example bonds given by the parents.  

 

The table below present a summarized list of all variables of interest used in our regression, 

in their basic form. From the table it is possible to read the number of observations for each 

variable, the mean and standard deviation and the minimum and maximum values of the 

variables. As we were not able to conduct regression analysis using intervals, the numbers in 

the table are the median values of the intervals used. For the variables Income and Home 

Expenses the smallest intervals were 0-3000 and 0-500, and due to that income and home 

expenses cannot, as we are using the median value, take on the value zero.  

 

Variables Observation Mean St. Dev Min Max Skewness Kurtosis 

        

Savings 321 1158.41 1094.49 0 3000 0.72 -0.91 

Income 321 9624.61 3594.708 1500 17500 -0.52 0.42 

Age 321 23.46 3.216 19 42 1.66 5.05* 

Home 

Expenses 
321 5308.41 2456.307 250 13500 0.20 0.46 

School 

Expenses 
321 309.19 286.41 0 1750 1.62 3.19* 

Transport 

Expenses 
321 551.09 493.21 0 2500 1.69 3.55* 

Leisure  

Expenses 
321 928.82 499.72 0 1750 0.14 -0.93 

        

Gender 321 0.246 0.431 0 1 1.18 -0.60 

Children 321 0.037 0.189 0 1 4.90* 22.15* 

Finance 

News 
321 0.168 0.375 0 1 1.78 1.18 

Lecture 

Finance 
321 0.28 0.449 0 1 0.98 -1.04 

Organization 

Member 
321 0.08 0.278 0 1 3.01* 7.11* 

Worked 

Before 
321 0.71 0.454 0 1 -0.93 -1.14 

Work Aside 321 0.471 0.5 0 1 0.11 -2.00 

Parent_ 

Education 
321 0.638 0.481 0 1 -0.58 -1.67 

Savings 

Before 
321 0.82 0.383 0 1 -1.70 0.88 

*Not normally distributed in acceptable range +-1.96 for Skewness, and +-3.00 for Kurtosis 

(Table 2: List of all variables of interest in the regression.) 
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In the table one can interpret that in both Skewness- and Kurtosis-testing, Children and 

Organization Member is not normally distributed. When further examining these variables, 

we can see that only 3.7% of the sample answered they had children, and 8.4% answered they 

were members of an economic organization. As this is a rather low answer rate, the 

probability that these variables will show the true value of 𝛽 is rather low. Due to this 

reasons, we will exclude these variables in the regression. 

 

The average age of students in our subsample is approximately 23.5 years, which is lower 

than the national level, which is approximately 25 years (Statistics Sweden, 2017b), but still 

close. The proportion of females to males are stated in Figure 4. According to Statistics 

Sweden (2017a) the majority of university students in Sweden are females, 60%, which is 

also the case in our subsample where 75.4% were females. The proportion of females in our 

subsample is much larger than the national level. This misrepresentation could be an effect of 

our sample not being entirely randomly collected as the survey was distributed through 

selected groups on Facebook. This could have an impact on our analysis as the variable may 

be biased. Furthermore, our figure includes the distribution of where students in Sweden 

study, as we are examining the average student in Sweden. However, in our subsample, 

compared to the national level, there is an overrepresentation of Svealand. This is most likely 

due to that the distribution of our survey was easier to spread in that region, and could be 

interpreted as a convenience selection of the sample. Due to this we will not be able to draw 

conclusions that are representative for the whole of Sweden. 

 

 
 

(Figure 4: General statistics for our sample and the national level. (Statistics Sweden 2017a and 

2017c)) 

 

Multicollinearity may occur since we have four different factors explaining expenses and 

three different factors trying to explain financial knowledge. It is also possible that income 

and the expenses could have a correlation with each other. The problem if multicollinearity 

occurs is that the estimates will still be unbiased while the variance and standard errors will 
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increase, compounded t-score will fall and the estimates will become sensitive to changes in 

specifications.  

 

To test how great a correlation these have on each other we have constructed a correlation 

matrix that include all variables we suspected have a correlation. To further test the 

correlation coefficients, we conducted a t-test. The critical t-value for 321-2 = 319 = df, two-

tailed test at a 5% level of significance are in the area +1.960 to -1.960. Throughout the test 

we can conclude that a correlation appears to exist in 9/14 of the tested cases. In the first 

matrix all expenses correlate with Income. Due to this, and as level of consumption is 

indirectly known through what fraction of the income contributes to savings, we decided to 

exclude the expenses from the regression. To be entirely sure of the choice to exclude all 

expenses, we tested all the expenses in regression individually against saving to see if any 

variable were significant. As seen in the Appendix, none of the expense variables were 

significant towards savings. In the second matrix, the only correlation that were considered 

moderate were between Organization Member and Finance News. But as the variable 

Organization Member were excluded, this should not be a problem in the regression. In the 

third matrix we tested Worked Before against Savings Before, and the result did only show a 

weak correlation. 

 

We also conducted a Variance Inflation Factor (VIF) test to test for multicollinearity. The 

first matrix got a VIF value of 1.1046, the second a VIF-value of 1.0016 and the third a VIF-

value of 1.0003. As all matrices show a VIF-value at approximately 1, which is less than the 

upper limit 10, we do not expect any multicollinearity (Lind et al, 2015). 

 

Correlation matrix       

      

 Home Expenses Leisure Expenses School Expenses Transport Expenses Income 

Home Expenses 1.00 0.029 

(0.5182) 

0.0728 

(1.3037) 

0.083 

(1.4876) 

0.4507* 

(9.0177) 

Leisure Expenses  1.00 -0.0125 

(-0.2233) 

0.068 

(1.2173) 

0.2233* 

(4.0916) 

School Expenses   1.00 0.2779* 

(5.1669) 

0.1921* 

(3.4961) 

Transport Expenses    1.00 0.1519* 

(2.7449) 

Income     1.00 

      

 Finance News Lecture Finance  Organization 

Member  

  

Finance News 1.00 0.1272* 

(2.2905) 

0.3138* 

(5.9028) 

  

Lecture Finance  1.00 0.1857* 

(3.3754) 

  

Organization Member   1.00   

      

 Savings Before Worked Before    

Savings Before 1.00 0.1345* 

(2.4243) 

   

Worked Before  1.00    

t-values in parentheses, *Correlation exists 

(Table 3: Spearman’s correlation matrix) 
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4.3. Regression Analysis 

4.3.1. Testing the variables effect on saving 

Table 4 shows the result from the estimation of the regression. We started, as mentioned 

above, by testing the normal distribution and the correlation of all variables and excluded 

some variables. Nine variables were left and from these we stated different hypotheses: 

 

H1: As income increases, saving will increase; 𝛽1 > 0 

H2: As age increases, saving will increase; 𝛽2 > 0 

H3: Males will save more than woman; 𝛽3> 0 

H4: Reading financial news will increase saving; 𝛽4 > 0 

H5: Having a lecture in finance will not affect saving; 𝛽5 = 0 

H6: Having worked before will decrease saving; 𝛽6 < 0 

H7: Working on the side of one’s studies will increase saving; 𝛽7 > 0 

H8: Having a parent with a university degree will increase saving; 𝛽8> 0 

H9: Having savings from before should increase saving; 𝛽9> 0 

 

The equation used to analyze and test our hypotheses looks as follows: 

 

𝑆𝑎𝑣𝑖𝑛𝑔𝑠 =  𝛼0 + 𝛽1𝑋1 +  𝛽2𝑋2 + 𝛽3𝐷2 + 𝛽4𝐷4 + 𝛽5𝐷5 + 𝛽6𝐷7 + 𝛽7𝐷8 + 𝛽8𝐷9 + 𝛽9𝐷10 + ℇ 

 

Variables  

  

(Intercept) -37.31 

(471.82) 

Income 0.098**** 

(0.017) 

Age 1.90 
(19.30) 

Gender 79.51 

(135.22) 

Finance News 276.89* 

(156.22) 

Lecture Finance -15.91 

(128.35) 

Worked Before -382.70*** 

(134.11) 

Work Aside 183.96 
(117.40) 

Parent Education 69.43 

(119.42) 

Savings Before 360.43** 

(142.99) 

  

R-squared 

Adjusted R-squared 

0.1636 

0.1394 

Standard errors in parentheses, 

 **** p < 0.001, *** p < 0.01, ** p < 0.05, * p < 0.1 

(Table 4: Regression estimate 1) 
 



17 
 

Running the regression with our nine variables we got that three were statistically significant 

at a 5% level and one at 10%. Due to this we can accept hypothesis H1, H6 and H9. 

 

H1: As income increases, saving will increase; 𝛽1> 0. Based on the general economic 

theories laid forth by Keynes (1936) and Fisher who both argued that, given that the 

consumer does not value consumption today more than in the future, the propensity to 

consume will fall and savings will increase, we expected a positive coefficient on the 

variable. In the survey only 7.8% of the answers said that they would rather consume now, 

due to this we can assume that most students rather consume later. According to the 

regressions, savings will increase by about 9.8 SEK for each 100 SEK the income increases. 

 

H6: Having worked before will decrease saving; 𝛽6< 0. Duesenberry (1949) argued that once 

a consumption habit has arisen the individual will continue with that behavior even when 

their income decreases. Based on this we expected a negative coefficient on the variable. This 

could be seen in the regressions, as we got a statistically significant negative correlation on 

savings from students who had worked before their studies with -382.7 SEK. This could be 

interpreted as Duesenberry (1949) argued that once a habit has arisen it will continue even 

when the individual’s income decreases. To make this interpretation we made the assumption 

that all students that had worked before their studies earned more than they do now as 

students. 

 

H9: Having savings from before should increase saving; 𝛽9 > 0. When testing the variable if 

the students had savings from before, we got a statistically significant positive correlated with 

savings of 360.43 SEK, compared to those who did not. This could be explained by that when 

asked why the students saved, 40.3% answered that they saved for later consumption, 19.6% 

saved for a safety buffer, 25.1% saved because they thought it was fun and 7.4% saved due to 

the encouragement from parents. And as Duesenberry (1949) argued, although he was talking 

about consumption, one could argue that saving habit should be interpreted in a similar 

fashion. 

 

We could interpret a positive connection between financial news and savings with a p-value 

of 0.1, but no interpretations could be made about the impact of finance lecture. Borden et al 

(2007) argued that active participation increases the effectiveness of financial education one 

could explain these observations by regularly seeking out financial news as being indicative 

of a form of active participation. But because it is not possible to measure the impact this has, 

and the variable only were significant at a 10% level we will not accept the hypothesis. 

Furthermore, when asked, 63.8% of students said that they would save more if their 

knowledge of how to save more efficiently would increase, and 12.8% said that the reason 

that they do not save is because of a lack of knowledge. 

 

Keynes (1936) theory states that when income goes up, which according to both Statistics 

Sweden (2017a) and Sweden's financial supervisory authority (2018) it does when one gets 

older, propensity to consume falls and by that savings increases. However, we could not find 

that age had an impact on savings in this regression estimate. An explanation for why we did 
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not get any significance correlation could be due to that in our sample 87.2% students were at 

the age 25 or below and due to that it is hard to read a difference in age. 

 

Furthermore, when examining the general fit of the model we expected a R-squared value 

below 50% as we are examining a field trying to predict human behavior. In our model we 

got a fit of 16.36%. The coefficient of determination is fairly good, and could be considered 

an ok fit, however better values could have been reached. 

4.3.2. Testing the Life Cycle Hypothesis 

As we did not get a statistical significance on the first regression, we decided to conduct a 

regression to test Modigliani’s theory. To test this, we constructed two new variables; Age 

Interval and Age*Income. Based on this we stated two new hypotheses: 

 

H10: Age*Income should have a negative impact on savings; 𝛽2 < 0 

H11: Students at the age 25 or below, should save less than those above; 𝛽3< 0 

 

The equation used to analyze and test our hypotheses looks as follows: 

 

𝑆𝑎𝑣𝑖𝑛𝑔𝑠 =  𝛼0 + 𝛽
1

𝑋1 +  𝛽
2
𝐷1𝑋1 + 𝛽

3
𝐷1 + 𝛽

4
𝑋2 +  ℇ 

 

Variables   

   

(Intercept)  -303.79 

(861.80) 

202.98 

(166.79) 

Income 0.16**** 

(0.039) 

0.096**** 

(0.019) 

Age * Income -0.07 

(0.043) 

0.004 

(0.014) 

Age Interval 825.62* 

(497.98) 

 

Age -9.16 
(28.01) 

 

   

R-squared 

Adjusted R-squared 

0.1151 

0.1039 

0.1054 

0.09976 

Standard errors in parentheses, 

 **** p < 0.001, *** p < 0.01, ** p < 0.05, * p < 0.1 

(Table 5: Regression estimate 2) 
 

In this estimate we could interpret that age being above or below 25 had an impact on savings 

at a 10% significance level. Age Interval is positive, indicating that students 25 years and 

younger save approximately 825.62 SEK more than those older than 25, which is not 

supported by literature and thusly not likely to be true for the average student. This combined 

with the fact that we are examining effects at lowest 5% level we chose to not interpret the 

answer. As mentioned above, in our sample 87.2% students were at the age 25 or below. Due 

to the lack of an even or representative distribution it is possible that the estimate is biased. 
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4.3.3. Testing Saving/Income ratio 

To further test the relationship ratio between income and saving, as income is an important 

variable. We did an estimate, with instead of the saving as dependent variable, we created a 

new variable; Saving/Income. 

 

The equation used to analyze our estimate looks as follows: 

 

𝑆𝑎𝑣𝑖𝑛𝑔𝑠𝐼𝑛𝑐𝑜𝑚𝑒 𝑟𝑎𝑡𝑖𝑜 = 𝛼0 + 𝛽
1

𝑋1 +  ℇ  

 

 

Variables  

  

(Intercept) 0.20**** 

(0.022) 

Income -7.55e-06**** 

(2.16e-06) 

  

R-squared 

Adjusted R-squared 

0.0369 

0.0339 

Standard errors in parentheses, 

 **** p < 0.001, *** p < 0.01, ** p < 0.05, * p < 0.1 

(Table 6: Regression estimate 3) 

 

 
(Figure 5: Scatterplot of estimate) 

 

In the estimate we can interpret that the variable tested were statistically significant at a 5% 

level. We also included a figure of a scatterplot to see the relationship ratio. From the table 

and the figure, we can interpret that, the higher income you have, the lower ratio you save. 

This is not accurate according to for example Keynes, who argued that as the income 

increases, the propensity to consume fall, and by that saving will increase. Even though 

Keynes (1936) argued this, we do not suspect the estimate for our sample to be inaccurate.  
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In the figure one can see that those with an income under 5000 save the most. 47% of those 

with an income under 5000 answered they lived with their custodians /parents, and when 

examining the saving/income ratio, 77% with those that saved over 30% of their income 

(with an income under 5000) lived with their custodians /parents. Due to this we assume that 

the reason those students that save a large portion of their income, can do so due to low/no 

mandatory expenses. 
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5. Conclusion 

In this study we estimated the effect that different variables had on savings among university 

students in Sweden. By using data collected from a survey, distributed on social media, we 

found that the variables Income, Saving Before were positively significantly correlated, and 

Worked Before were negatively significantly correlated with savings. It is possible that 

students did not answered the questions about their expenses accurately, as Sussman and 

Alter (2012) explained, due to not acknowledging all expenses one has. But as we have 

excluded all expense variables in our estimates, we do not suspect any bias in this matter. We 

did also find that when investigating the saving/income ratio, students with lower income 

saved a larger ratio of their income. 

 

Even though most theories stated that age should increase saving, no variables in our 

estimates were significant at 5% level. We did get a significance in one estimate on the 

variable Age Interval. But the estimate suggested that students younger than 25 saved 

approximated 850 SEK more, which is highly unrealistic. We suspect this is not due to that 

the theories do not match our population, but due to poor distribution, and as 87% were 25 

years or younger we suspect that the variable was biased.  

 

Furthermore, the investigation opens for further investigation about students saving. Is it 

possible to get more significance if one has a larger sample? Will including different and 

more variables increase the general fit of the model? Will conducting the estimates in a 

different regression model type, such as Probit or Generalized Least Square, change the 

result?  
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http://www.yourarticlelibrary.com/economics/consumption-function/3-important-theories-of-consumption-with-diagram/37756
http://www.yourarticlelibrary.com/economics/consumption-function/3-important-theories-of-consumption-with-diagram/37756
https://www.riksbank.se/sv/statistik/sok-rantor--valutakurser/reporanta-in--och-utlaningsranta/
https://www.riksbank.se/sv/statistik/sok-rantor--valutakurser/reporanta-in--och-utlaningsranta/
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Appendix 

Data used in regression analysis and original data: 

https://docs.google.com/spreadsheets/d/1sAZRgAbRO4AmrP1C1q8-

5bpFMiB2U16gZN4nhVFzpbE/edit?usp=sharing  

 

Regression estimates; tested each variable against saving: 

 

 

 

 

 
 

 

 

 

 

 

 

https://docs.google.com/spreadsheets/d/1sAZRgAbRO4AmrP1C1q8-5bpFMiB2U16gZN4nhVFzpbE/edit?usp=sharing
https://docs.google.com/spreadsheets/d/1sAZRgAbRO4AmrP1C1q8-5bpFMiB2U16gZN4nhVFzpbE/edit?usp=sharing
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Spearman's correlation all variables included in regression: 

 

 

 

 


