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Banks, credit card companies, and other lenders are extending credit based on limited
information on borrowers. As a result, the credit risk in the United States now is worse than in 2011
(Durden, 2013). The credit risk is related with the financial behavior of the consumers. Studies on
financial behavior of consumers about consumer finance and consumer debt characteristics can support
to minimize financial risk. Most of the studies in this area are focused on credit card debt behavior.
Studies have empirically shown that higher credit card balances have resulted in several undesirable
behaviors such as poor eating, drug abuse, alcohol abuse, unsafe sex, reckless driving (Adams and
Moore, 2007; Nelson et al., 2008) along with risky financially behaviors. Allgood and Walstad (2012)
found the positive influence of financial literacy on loan, investment, insurance, regular checking of
insurance coverage, and credit card behaviors of consumers. In this study, we analyzed the consumer
characteristics associated with those five financial behaviors under the framework of the Theory of
Planned Behavior (TPB). The TPB has already been used in studying several economic behaviors such
as credit behavior (Rutherford & DeVaney, 2009), saving behavior (Anong & Fisher, 2013), and credit
card behavior (Xiao, Tang, Sherido, & Shim, 2011).

The purpose of this study was to adopt the TPB in studying the risky financial behavior of
consumers in terms of loan, investment, insurance, credit card, checking insurance coverage and to
investigate the consumer characteristics associated with these financial behaviors. This study used the
2012 National Financial Capability Study (NFCS), the Financial Institution Regulatory Authority (FINRA)
data set. A total of 7,545 observations were analyzed in this study. Structural Equation Modeling (SEM)
was used to analyze all linear relationships simultaneously. Financial attitude, subjective norms of
finance, perceived behavioral control in finance, financial intention, and actual financial behavior were
latent constructs in the model. The new items added in the constructs in this study were: trust in financial
planner and portfolio attitude in financial attitude; financial satisfaction and spending habit in subjective
norms; self-rated financial literacy and financial knowledge in perceived control.

All the items and constructs (latent variables) were found to be highly significant (p-value<0.005)
predictors of the variation in the model. SEM model fitting criteria were satisfied: RMSEA (<0.05), SRMR
(<0.05), CD (>0.95). Thus, the empirical model supports the TPB framework. Newly added items in the
model were significant. Perceived financial control appeared highly influential construct in predicting
financial behavior, where self-rated financial literacy, financial knowledge had used for this construct. The
study found that lower willingness to take risk, higher subjective norms of finance, and higher perceived
control of finance would reduce the risk in all five financial behaviors: loan, investment, insurance,
checking coverage, and credit card. An important implication from this finding is that increase in resource
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access and opportunities to the consumers can reduce the financial risk in consumers. Thus, programs

to increase financial literacy and financial knowledge help to promote positive financial behaviors. Using
a direct measure of financial intention that includes more financial behaviors such as mortgage, lottery,

retirement saving, and educational savings can produce more robust results in future studies.
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