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What shapes the financial capabilities of young
adults in the US and Asia-Pacific region? A
systematic literature review
Susnaningsih Muat 1,2, Nurul Shahnaz Mahdzan 2✉ & Mohd Edil Abd Sukor2

Young adults today face greater financial difficulties than previous generations as they transition

from financial dependence to financial independence and require sufficient financial capabilities to

overcome financial setbacks. Few studies, however, have conducted a detailed analysis of the

literature on young adults’ financial capabilities in the Asia-Pacific region, home to over 1.1 billion

young adults, and the US. Thus, this study systematically reviewed the literature addressing the

factors affecting young adults’ financial capabilities in the US and the Asia-Pacific region, in

accordance with the RepOrting standards for Systematic Evidence Syntheses (ROSES) publica-

tion standard and employing multiple research designs. The articles for this study were selected

from two authoritative databases, Scopus and Web of Science, and a supplementary database,

Google Scholar. Twenty-four articles were included for quality appraisal and qualitative synthesis

based on predetermined criteria, including articles with empirical evidence published in English,

with the US and Asia-Pacific countries as context and published after 2006. This review was

divided into six major themes: (1) financial knowledge/literacy and education, (2) financial

behaviour, (3) financial attitude, (4) financial inclusion, (5) financial socialisation, and (6)

demographic characteristics. Eleven sub-themes were developed from the six major themes. The

findings of this review identify three approaches to enhance the financial capability of young

adults: (1) early financial education with practical simulations, which can promote positive

financial attitudes and healthy financial behaviour; (2) assisting parents with adequate financial

education given their role as the primary financial socialisation agents for young adults; and (3)

coupling financial education with access to formal financial institutions. Additionally, this study

provides insight into the directions that should be taken by future research endeavours.

Introduction

Young adults are expected to become financially independent during the transitional years
of young adulthood, lasting from ages 18–26, through their engagements in romantic
relationships, becoming parents, and taking on responsible duties as productive members

of society during the transitional years of young adulthood (Bonnie and Stroud, 2015). Previous
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studies have shown that a growing number of young adults aged
between 18 and 29 are having financial difficulties (Brüggen et al.,
2017; Williams and Oumlil, 2015). Their problems can be
attributed to their shift from financial dependency to financial
independence (Gutter and Copur, 2011; Sorgente and Lanz,
2017). Growing student debt (Brüggen et al., 2017; Elliott and
Lewis, 2015; Shim et al., 2009; Williams and Oumlil, 2015), lack
of adequate information to make critical financial decisions
(Lusardi et al., 2010; O’Connor et al., 2019; Williams and Oumlil,
2015), and low financial literacy, which would negatively influ-
ence their savings rate (Ergün, 2018), may all contribute to these
difficulties. The 2018 National Financial Capability Study con-
ducted in the US painted a disturbing picture, finding that
younger Americans have had a lower rate of growth in their
ability to cover monthly expenses and bills compared to other age
groups (Lin et al., 2019). The study also reported that a large
number of Americans, primarily young adults aged 18–34,
thought that personal finance was their primary source of anxiety
and most students with college debt felt worried that they would
not be able to pay off their student loans.

According to a recent OECD survey, vulnerable populations in
the Asia-Pacific, such as micro, small, and medium enterprises,
migrants and their families, women, and young people, have
suffered a greater impact from the global economic downturn
resulting from the COVID-19 pandemic (OECD, 2021). Vul-
nerable groups had lower savings, more difficulties making ends
meet, no financial cushion to handle unforeseen deficits,
increased financial stress, and a higher likelihood of being victims
of financial fraud.

Approximately 1.1 billion young people aged 15–29 live in Asia
and the Pacific region, representing 60% of young people globally,
making the Asia-Pacific the most youthful area (Morris, 2019).
According to recent data from the US, the total number of young
adults aged 15–29 was 65.47 million (STATISTA, 2021). Young
adults in the US and Asia-Pacific region face similar financial
difficulties transitioning from financial dependence to financial
independence. In the US, young American adults find it difficult
to buy a house, save for the future, and pay for college
(Sechopoulos, 2022), indicating that financial capability is still out
of reach for many. A survey on financial literacy in Asia revealed
that South Asia has some of the lowest financial literacy scores, as
only a quarter of adults are financially literate (Xiao, 2020). The
conditions faced by young adults in these regions underscore the
importance of enhancing the financial capability of young adults
to make sound financial decisions.

Given the growing need for sound financial decision-making
due to today’s consumer financial challenges, assessing indivi-
duals’ financial capabilities, particularly in young adults, has
become critical. Achieving financial capability is a crucial devel-
opmental challenge for this population (Arnett, 2000), and young
adults must have excellent financial capabilities early on to
achieve financial success (Sherraden and Grinstein-Weiss, 2015).

Financial capability is a multidimensional concept incorpor-
ating many behavioural facets related to how individuals handle
their resources and make financial decisions. According to
Sherraden (2013), financial capability is a concept that bridges
economics, psychology, and sociology, combining a person’s
ability to act with their opportunity to act. Other scholars also
defined financial capability as a combined skill, describing it as a
combination of financial literacy and financial behaviour to
achieve financial well-being (Xiao, 2016). Financial capability is a
mixture of the financial knowledge, skills, attitudes, and beha-
viours required to make sound financial decisions based on
personal circumstances, to improve financial well-being (Muir
et al., 2017). Another definition states that financial capability
includes individuals’ knowledge, ability to understand their

financial circumstances, and motivation to take action (HM
Treasury, 2007).

Scholars have long been interested in the financial capabilities
of young adults and have used a variety of perspectives to analyse
the topic (Cheak-Zamora et al., 2017; Mottola, 2014; Nam and
Loibl, 2020; Ranta and Salmela-Aro, 2018; Serido et al., 2013;
Taylor, 2011; West and Friedline, 2016; Williams and Oumlil,
2015; Winstanley et al., 2018; Xiao et al., 2015). In 2005,
researchers under the UK Financial Service Authority began to
study consumers’ financial capability, completing a national
financial capability survey in 2006 (Xiao et al., 2022). Other
developed countries, such as the US, Canada, and Japan, have
followed the UK’s lead in examining financial capability among
consumers. However, most studies on the financial capabilities of
young adults are done in the US. Although many studies have
focused on young adults’ financial capabilities, a systematic
review of past studies is required because of its numerous benefits
over traditional reviews, such as the use of a precise question to
generate evidence to underpin a piece of research, several specific
databases using accurate search terms, data extraction tools to
identify exact pieces of information, and a data presentation
methodology (Robinson and Lowe 2015).

This study aims to add to the current body of knowledge by
conducting a systematic literature review on the factors con-
tributing to the development of young adults’ financial cap-
abilities, explaining the differences between financial capability
determinants in the US and the Asia-Pacific region. This review is
guided by a central research question—What factors contribute to
young adults’ financial capabilities in the US and Asia-Pacific
region?

According to Shaffril et al. (2020), a systematic literature review
entails classifying, selecting, and critically evaluating previous
studies through an organised and transparent process that utilises
multiple databases. This type of review employs a rigorous search
strategy to explain a pre-defined question (Xiao and Watson,
2019). The approach has been widely utilised by a large number
of researchers. Although some studies have conducted systematic
reviews of young adults’ financial issues, the emphasis has not
been on financial capability but on financial well-being (Sorgente
and Lanz, 2017). Existing literature reviews on financial issues
tend to focus on other or broader segments of the population
rather than young adults specifically, such as women’s financial
planning and financial well-being (Gonçalves et al., 2021; Kumar
et al., 2019), consumers’ financial well-being (Nanda and
Banerjee, 2021), and individuals’ personal financial management
behaviour (Goyal et al., 2021).

Despite the growing interest and valuable insights provided by
previous systematic literature review studies, there is still a dearth
of systematic reviews on young adults’ financial capabilities. To
the best of our knowledge, no study has comprehensively
reviewed young adults’ financial capabilities, particularly in the
US and Asia-Pacific region. This study makes significant con-
ceptual contributions by elucidating the factors influencing young
adults’ financial capabilities. This study will assist interested
parties such as policymakers, the public, and researchers in
enhancing young adults’ financial capabilities.

Methodology
Review protocol. This study was guided by the RepOrting stan-
dards for Systematic Evidence Syntheses (ROSES) review proto-
col. According to Haddaway et al. (2018), the overall goal of the
ROSES protocol is to increase and sustain high standards in
conducting systematic reviews and maps through increased
transparency and to facilitate quality assurance. Although initially
designed for transparent reporting in environmental management
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and conservation, there is no restriction on the application or
adaptation of ROSES across other fields. Haddaway et al. (2018)
have asserted that ROSES requires a higher standard of conduct
for evidence synthesis than other reporting standards, reduces the
emphasis on quantitative synthesis (recognising the value of other
methods), and allows for many different types of synthesis. In
comparison to existing reporting guidance (e.g., PRISMA),
ROSES combines reporting with methodological advice and, thus,
highlights ‘gold standard’ methods to support the production of
higher quality protocols and reviews. The protocol provides
detailed and precise instructions with examples for all stages of
the review process including planning, conducting, and reporting
(Haddaway et al., 2018).

This systematic literature review began with the formulation of
a research question to be reviewed in the first step. The systematic
search strategy was divided into three distinct subprocesses:
identification, screening (inclusion and exclusion criteria), and
eligibility. The authors then evaluated the quality of the selected
articles based on predetermined parameters. Finally, the data for
the review were abstracted, analysed, and validated.

Formulation of the research question. The research question
development tool used to formulate the research question was
PICo, standing for population, phenomena of interest, and con-
text. PICo is used to guide the development of a clear and
meaningful research question (Lockwood et al., 2015). Based on
this concept, the authors included three main aspects in the
review—young adults (population), financial capability determi-
nants (interest), and the US and Asia-Pacific (context)—leading
to the formulation of the primary research question: What factors
contribute to young adults’ financial capabilities in the US and
Asia-Pacific region?

Systematic search strategies. Three processes are involved in
systematic search strategies: identification, screening, and elig-
ibility (Fig. 1).

Identification. During the identification stage, synonyms, related
terms, and variations of the study’s primary keywords, ‘financial
capability’ and ‘young adults’, were identified. This process
increased the number of keyword variations that could be used to
search the selected databases for additional related articles. This
stage relied on an online thesaurus, keywords used in previous
studies, and keywords suggested by Scopus or authors. The key-
words were enhanced using Boolean operators, phrase searching,
truncation, wild card, and field code functions, as suggested by
Shaffril et al. (2020). The search strings used are provided in
Table 1 in their entirety.

This study used the Web of Science, Scopus, and Google
Scholar databases. The first two databases, Web of Science and
Scopus, were the leading databases, while Google Scholar was
used as a supporting database. Web of Science and Scopus are the
world leaders in academic databases (Zhu and Liu, 2020), offering
several advantages, including an advanced search function,
comprehensiveness (indexing more than 5000 publishers), and
quality control articles (Gusenbauer and Haddaway, 2020). The
use of Google Scholar as a supporting database is in line with
Haddaway et al. (2015), who explained that while Google Scholar
could uncover a great number of grey literature and specific,
known studies, it should not be used exclusively for systematic
review searches. A combination of keywords used in the Web of
Science and Scopus databases was also applied to Google Scholar.
The search process in these three databases resulted in a total of
295 articles identified (Fig. 1).

Screening. Using the sorting function available in the databases,
294 articles were identified for the screening phase. Several cri-
teria were used to select articles during the screening stage. The
number of studies examining young adults’ financial capabilities
was found to have increased significantly since year 2007. Fur-
thermore, only articles with empirical evidence published in peer-
reviewed journals were included to ensure quality. Articles also
had to be published in English and use the US and Asia-Pacific
countries as their context. This procedure resulted in the removal
of 43 duplicate articles and 125 articles that did not meet the
inclusion criteria. The eligibility of the remaining 126 studies was
assessed in the third step.

Eligibility. The authors manually reviewed the article titles and
abstracts of the retrieved articles to ensure that all remaining
articles (after screening) meet the eligibility requirements. This
process eliminated 102 articles that emphasised financial lit-
eracy, financial knowledge, financial behaviour, financial socia-
lisation, financial well-being, or other variables rather than
financial capability or that did not focus on young adults.
Twenty-four articles remained for quality appraisal and quali-
tative synthesis. A summary of all the systematic search strate-
gies is presented in Fig. 1.

Quality appraisal. A quality appraisal was conducted to deter-
mine whether the study adequately answered the questions in a
systematic review. The remaining articles were presented to
experts for a quality assessment. The primary goals of the quality
assessment were to evaluate and select studies that addressed the
research questions and provide evidence for a more in-depth
analysis of the inclusion and exclusion criteria. The authors
evaluated quality based on several criteria adapted from the
quality appraisal questions of Alsolai and Roper (2019) and
Shaffril et al. (2021). Questions such as ‘Does the study describe
the primary research objective?’, ‘Does the study define financial
capability?’, ‘Does the study determine financial capability mea-
surement?’, ‘Does the study state financial capability determi-
nants?’, and ‘Does the study define young adults clearly?’ were
included. The 12 questions were scored as Yes (1 point), Partly
(0.5 point), and No (0 point).

The papers were classified into four categories based on their
overall score: excellent (10 ≤ score ≤ 12), good (6.5 ≤ score ≤ 9.5),
fair (3 ≤ score ≤ 6), and fail (0 ≤ score ≤ 2.5). By applying the
above criteria, twelve papers were categorised as ‘excellent’, ten
papers were ‘good’, and two papers were ‘fair’. None of the
identified papers failed the quality assessment, meaning 24 studies
were included in the systematic literature review (see Table 2).

Data extraction and analysis. The data extraction process is
guided by the identified research question. In this phase, any data
that can assist the researchers in answering the research question
should be extracted (Shaffril et al., 2020). In the present review,
three researchers independently performed the data extraction
process to minimise data compilation errors, as suggested by
Charrois (2015).

This study utilised an integrative review, allowing for the
incorporation of various research designs (quantitative, qualita-
tive, and mixed methods). The most effective method for
synthesising or analysing integrative data is to employ qualitative
or mixed-method techniques that enable iterative comparisons
across primary data sources (Whittemore and Knafl, 2005), so a
qualitative technique was used in this study. The researchers read
the 24 articles carefully, paying special attention to the abstracts,
results, and discussion sections. Data were extracted from
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reviewed studies that addressed the research question and
organised in a table.

Thematic analysis is well-suited for synthesising integrative
studies (Flemming et al., 2019) and is highly adaptable (Braun
and Clarke, 2006). The process of thematic analysis began with
the development of themes. Throughout this process, the authors
sought to identify patterns that emerged from the abstracted data
of all reviewed articles. Any abstracted data that were similar or
related were grouped together. After re-examining the six data
groups formed, the authors identified an additional 11 subgroups.
The authors then re-examined the data’s major themes and sub-
themes to ensure their utility and accuracy. The final patterns
contained six major and 11 minor themes following this process.
The authors then assigned themes to each group and its
subgroups, as illustrated in Table 3.

Throughout the theme development phase, the correspond-
ing and co-authors discussed any inconsistencies, thoughts,
puzzles, or ideas regarding the data interpretation until an
agreement was reached on how to adjust the developed themes
and sub-themes. Two panel experts in qualitative techniques
and behavioural finance evaluated the six developed themes and
eleven sub-themes, and both agreed on the proposed themes
and sub-themes. As presented in Table 3, the six themes are (1)
financial knowledge/financial literacy and financial education,

(2) financial behaviour (five sub-themes), (3) financial attitude,
(4) financial inclusion, (5) financial socialisation (two sub-
themes), and (6) demographic characteristics (four sub-
themes).

Results
Background of selected articles. Six themes emerged from the
thematic analysis of the 24 selected articles: (1) financial knowl-
edge/financial literacy and education, (2) financial behaviour, (3)
financial attitude, (4) financial inclusion, (5) financial socialisa-
tion, and (6) demographic characteristics. Further analysis of
these themes identified 11 sub-themes. Eighteen of the 24 studies
were conducted in the United States, three in Hong Kong, and
one each in Pakistan, Thailand, and New Zealand. Out of
24 selected articles, one was published in 2007, one in 2013, four
in 2015, two in 2016, two in 2017, three in 2018, three in 2019,
four in 2020, and three in 2021.

Seventeen studies focused on quantitative analysis, while three
focused on qualitative analysis, two studies employed a mixed-
method approach, and two were conceptual papers. All of the
papers were related to the financial capabilities of young adults,
though the age range defined as ‘young adults’ varied. Most of the
papers (12 papers) focused on young adults aged 18 and older,

Fig. 1 Flow diagram of the search process. Our initial result of 294 documents was filtered to include only full-text, peer-reviewed papers published in
English from 2007 to present, focused on the financial capability of young adults in the US and Asia-Pacific countries, resulting in 24 eligible documents.
(Source: author created).

Table 1 The search strings.

Database Search string

Scopus TITLE-ABS-KEY (“financial capability*“ OR “financial ability*“ OR “financial capacity*“ OR “financial standing” OR “financial strength*“
OR “financial fitness”) AND (“young adults” OR “college students” OR “emerging adults” OR “millennials” OR “young* people” OR
“young* m*n” OR “young* wom*n OR “youth* OR “adolescents” OR “young* person” OR “young* generations”)

Web of Science TS= (“financial capability*“ OR “financial ability*“ OR “financial capacity*“ OR “financial standing” OR “financial strength*“ OR
“financial fitness”) AND (“young adults” OR “college students” OR “emerging adults” OR “millennials” OR “young* people” OR
“young* m*n” OR “young* wom*n OR “youth* OR “adolescents” OR “young* person” OR “young* generations”)
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while a few focused on children below 12 years old (2 papers) and
adolescents 12–18 years old (3 papers) (see Table 3).

Themes and sub-themes
Financial knowledge/financial literacy and financial education.
Thirteen of the 24 studies focused on how financial knowledge/
literacy and financial education shape young adults’ financial
capabilities. The financial capability of young people develops
with the acquisition of financial knowledge and literacy through
financial education, whether inclusive or not, making financial
education critically important (Friedline and West, 2016; Johnson
and Sherraden, 2007; Sherraden et al., 2011; Sherraden and
Grinstein-Weiss, 2015; West and Friedline, 2016). It improves
young people’s understanding of financial concepts (Eichelberger
et al., 2017) and their performance in financial capability
assessments (Noreen et al., 2019). Additionally, young people
have expressed concern about their lack of financial management
skills and their desire for additional education (Cheak-Zamora
et al., 2017).

One study found that young adults who participated in a
financial education workshop experienced a significant increase
in their financial knowledge (Loke et al., 2015). Furthermore,
underrepresented youth admitted that without financial knowl-
edge and experience, they could not identify or utilise the
resources on campus without the assistance of a mentor
(Eichelberger et al., 2017). Financial knowledge and other factors
are also part of a dynamic process of learning to make financial
decisions and affect how these decisions impact transitions into
adulthood (Serido et al., 2013).

Financial behaviour. Financial behaviour is often featured in the
study of factors shaping young adults’ financial capability. Under
this theme, five sub-themes also emerged. The first is desirable
financial behaviour. A study conducted in New Zealand that
composed an index of financial capability in young adults dis-
covered that desirable financial behaviour had a significant
positive effect (Czar et al., 2021). Desirable financial behaviours
were also found to be required to accurately measure and index
financial capability in a study in the US (Xiao et al., 2015, 2020).

Consistently, young people’s financial capabilities are substan-
tially related to healthy financial behaviours (Friedline and West,
2016). Changing young adults’ financial behaviours is also
associated with changes in their financial capabilities and well-
being (Serido et al., 2013). In similar results to previous research,
studies conducted in Pakistan and Hong Kong discovered that
young adults could internalise both their subjective and objective
financial knowledge to engage in healthy financial behaviour
(Noreen et al., 2019; Zhu and Chou, 2018). Participation in a
savings programme, which is considered desirable financial
behaviour, may also enhance financial capability. A financial
capability programme called MyPath Savings effectively increased
vulnerable youth’s financial capability in the United States,
assisting them in developing good financial practices and saving
habits as they grow older (Loke et al., 2015). Young adults who
received allowances as children reported a modestly higher level
of financial responsibility, implying that allowances for children
and teenagers may complement other financial capability
development strategies for young people (Collins and Odders-
White, 2021). Huang et al. (2015) discovered a positive
correlation between financial capability and parents’ likelihood
of opening college savings accounts for their children.

Advice-seeking financial behaviour is the second sub-theme
under financial behaviour. In the United States, the perceived
financial capability of young adults is positively linked with
advice-seeking financial behaviour and short-term and long-term

financial behaviour, or the third and fourth sub-themes of this
theme (Fan, 2021).

The final sub-theme is avoiding risky financial behaviour. In
the United States, financial capability among low-income young
people who do not use alternative financial services is associated
with avoiding risky financial behaviour and practising healthy
behaviours (West and Friedline, 2016).

Financial attitude. The second theme is financial attitude. Several
previous studies have found that financial attitudes play a vital
role in shaping the financial capabilities of young adults (Loke
et al., 2015; Noreen et al., 2019). A positive change in financial
attitudes was identified among young adults in the United States
who participated in financial capability programmes (Loke et al.,
2015). Young adults who received financial education also had
positive financial attitudes and performed better on financial
capability measurements (Noreen et al., 2019). A cross-
generational study conducted in Thailand by Amonhaemon and
Vora-Sitta (2020) confirmed that financial literacy influences
financial attitudes for all generations (baby boomers, Gen X, and
Gen Y/Millennials), though different approaches need to be
implemented to encourage each generation to have rational
financial capabilities.

Financial inclusion. Several studies conducted in the United States
have examined young adults’ financial inclusion and its rela-
tionship with their financial capabilities, establishing a link
between bank account ownership and financial capabilities. The
combination of a savings account and financial education can
promote healthy financial behaviour in young adults and improve
their financial capabilities (Friedline and West, 2016). Addition-
ally, financial capability has been found to be positively associated
with the likelihood of maintaining a college savings account
(Huang et al., 2015). Johnson and Sherraden (2007) suggested
that financial education should include access to financial insti-
tutions, possibly through saving incentives to develop financial
capability. They believe that a combination of financial education,
institutional access, and opportunities for saving accumulation is
more effective in boosting young adults’ financial capabilities. The
financial capability of young adults also expands when they have
access to financial education and participate in meaningful
financial services, such as school-based financial education and
savings programmes (Sherraden et al., 2011).

Financial socialisation. Family financial socialisation was found to
affect young adults’ financial capabilities in three studies con-
ducted in the United States and one in Hong Kong (LeBaron
et al., 2018; Salazar et al., 2021; Sherraden et al., 2011; Sherraden
and Grinstein-Weiss, 2015; Zhu, 2018). Under this theme, two
sub-themes emerged: financial socialisation from the family and
financial socialisation from caseworkers. Financial socialisation
from caseworkers was less common in this review. According to a
study conducted in the United States, youth in foster care were
more likely to ask questions about financial matters to caring
adults, and youth with permanent adults in their lives are more
likely to be financially capable (Salazar et al., 2021).

Financial socialisation from the family was frequently used to
study young adults’ financial issues. LeBaron et al. (2018)
conducted a qualitative study as part of the ‘What’s and How’s
of Family Financial Socialisation’ project, collecting the perspec-
tives of 126 undergraduate students regarding how and what they
intend to teach their future children about finances. Participants
were enroled in family finance classes at three institutions located
in three distinct regions of the United States. This project
generated four themes: communicating family finances, oppor-
tunity for responsibility, the value of hard work, and the process
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of saving. The first two themes concern how to effectively teach
their children, while the final two reflect what they intend to teach
their children.

Sherraden and Grinstein-Weiss (2015) identified three trends
emphasising the critical nature of early financial capability
development. Young adults face increasing complexity in daily
financial decision-making, confront high-stakes financial deci-
sions earlier in life than a generation ago, and struggle financially.
Additionally, the study focused on young adults’ capacity to lay a
foundation for learning about and applying financial concepts,
highlighting the critical role of family financial socialisation.
Parents play an important role in introducing financial-related
matters to their children, and parental socialisation has been
found to influence healthy financial behaviour among Chinese
adolescents (Zhu, 2018).

Demographic characteristics. Four sub-themes were identified
within the demographic characteristics theme, the first of which is
income. The relationship between adolescent family income and
young adult financial independence in the United States makes
inverted U-shaped, with the peak in the 30th percentile of family
income. This finding suggests that family income during ado-
lescence has a positive effect on young adults’ financial inde-
pendence to a point, before the effect becomes negative (Cui et al.,
2019). Additionally, young adults in the United States perceived a
potential lack of income as a barrier to independence that
exposed them to additional risks (Cheak-Zamora et al., 2017).

Education level is the second demographic characteristics sub-
theme. Young adults in the United States who completed
university had an approximately greater possibility of financial
independence than those who did not graduate from university
(Cui et al., 2019). Young adults with a university degree also
scored higher on indicators of objective and subjective financial
knowledge, desirable financial behaviour, and the perceived
financial capability index when compared to young adults who
dropped out of university (Xiao et al., 2020).

The third identified sub-theme is residential status. Young
adults who left their parents’ homes (home leavers) experienced a
significant increase in the financial capability index (Czar et al.,
2021). Age is another factor influencing young adults’ financial
capabilities. A study was conducted in the United States
concluded that older foster-care youth (over 18 years) had more
advanced financial capabilities than younger youth in foster care
(Salazar et al., 2021). Additionally, older youth in the United
States demonstrated a higher level of both objective and
subjective financial literacy, perceived financial capability, and
overall financial capability than their younger counterparts (Xiao
et al., 2015). A Thai study found that more youthful and single
youth lacked financial capability compared to older couples
(Amonhaemanon and Vora-Sitta, 2020).

Discussion
The six themes identified in the thematic analysis are discussed in
greater detail in the following sub-sections, comparing the con-
ditions in the US and the Asia-Pacific region for the themes found
in the two regions.

Financial knowledge/literacy and financial education. The
terms financial knowledge and financial literacy are often used
interchangeably, however, financial knowledge is actually a sub-
component of financial literacy along with financial awareness,
behaviour, attitude (OECD INFE, 2011). Consistent with this
definition, most studies in this review linked financial literacy
with financial knowledge (Huston, 2010; Lusardi and Mitchelli,
2007).

To become financially literate, individuals must receive
education and acquire the necessary skills and knowledge
regarding financial products and services. People who receive
financial education, such as financial management courses, have
been shown to increase their financial literacy and ability to
effectively manage their financial resources (Garman et al., 1999).
As a result of their education, these individuals acquire the
knowledge necessary to manage financial issues and act in their
own best financial interests. Individuals with sufficient financial
knowledge are more likely to plan for retirement (Alessie et al.,
2011; Lusardi et al., 2010), accumulate wealth (Mahdzan and
Tabiani, 2013), and manage their personal finances on a daily
basis (Delafrooz and Paim, 2011). Financial education is
necessary to acquire financial knowledge and literacy, making
the two inextricably linked.

In the US, research has shown the need for increased financial
education for young adults to improve their understanding of
loans and budgeting, especially for those from underrepresented
groups (Eichelberger et al., 2017). Children learn best by
accumulating experiences rather than being taught formal
financial concepts (Collins and Odders-White, 2015; Sherraden
et al., 2011). This suggests practical simulation is the most
effective method for explaining financial concepts at an early
stage. Past studies have found that children whose parents
provide opportunities to learn about money have a greater
understanding than children whose parents do not (Marshall and
Magruder, 1960).

These findings align with Sherraden et al. (2011), who found
that the financial capability of young children is increased with
access to financial education and savings accounts. Children who
participated in the I Can Save programme scored significantly
higher in financial literacy than those who did not. These higher
scores could be attributed to three factors: (1) they received more
financial education, which was more ‘fun’ (experiential) than
classroom learning; (2) some of the parents also received financial
education, and may have encouraged and augmented their
children’s learning; and (3) the children may have been especially
motivated to learn because of their savings accounts and visits to
the bank. Early financial education for young adults ensures that
they will be able to successfully confront the increasingly complex
financial issues and decisions they will face as they enter
adulthood. Financial education has been the primary intervention
in helping generations of young adults to become financially
literate, avoid high-risk financial behaviour, and make better
financial decisions (Lusardi and Mitchell, 2014).

In Pakistan, as in the US, financial education programmes
aimed at enhancing the financial capabilities of young adults have
been implemented across education levels (Noreen et al., 2019).
Financial education at all educational levels improves the
financial attitudes of youth and significantly impacts financial
capability. Financial education to increase the financial knowl-
edge and capability of youth may be presented in various media
formats such as newsletters, publications, television, and the
Internet, as proposed by a study conducted in Thailand
(Amonhaemanon and Vora-Sitta, 2020). Evidence has also
shown that financial education projects using locally developed
programmes have a positive impact on increasing financial
knowledge in young adults (Zhu, 2020).

Financial behaviour. Financial behaviour is the behaviour of
humans that is associated with money management (Xiao, 2008).
In the US context, as well as the Asia-Pacific region, the ability to
engage in desirable financial behaviour influences the financial
capabilities of young adults (Czar et al., 2021; Friedline and West,
2016; Noreen et al., 2019; Serido et al., 2013; Xiao et al.,
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2015, 2020; Zhu and Chou, 2018). Engaging in desirable financial
behaviours suggests the existence of financial capability and
adequate financial literacy. Young adults who demonstrate
desirable financial behaviours may have better financial well-
being compared to those who exhibit undesirable financial
behaviours.

Engaging in help-seeking behaviours and performing short-
term/long-term financial behaviours also improve perceived
financial capability among young adults (Fan, 2021). Help-
seeking behaviour is defined as actively seeking information,
advice, therapy, or general assistance from other sources (Rick-
wood et al., 2005). According to Fan (2021), younger and older
adults differ in how they seek financial advice. Older adults tend
to seek advice on savings and investment, while younger adults
are more likely to seek advice related to insurance, debts, and
loans. Xiao (2008) divided financial behaviours into one-time,
short-term actions (e.g., saving for a gift) and long-term
commitments (e.g., saving for retirement). Young adults who
are experiencing stressful life events such as job loss, unemploy-
ment, or home foreclosure may seek financial advice from others
as it can be a helpful stress reliever for young adults in difficult
situations. Evidence from a study in the United States indicated
that young adults’ perceived financial capability is related to
financial advice-seeking behaviour and short- and long-term
financial behaviour (Fan, 2021). Parents play a critical role in
influencing young adults’ financial advice-seeking behaviour and
their short- and long-term financial behaviours. Furthermore, the
demand for professional financial advice would also increase.

Financial attitude. Several studies have also explored financial
attitude as a variable that influences financial behaviour (Serido
et al., 2013; Shih and Ke, 2014). Attitude substantially influences
financial decision-making, as it is significantly related to financial
management behaviour (Yap et al., 2018). In the theory of
planned behaviour, attitude is crucial to comprehend behaviour
(Azjen, 1991), and financial attitudes precede financial behaviour
(Potrich et al., 2016). Numerous studies on young adults’ finan-
cial attitudes in the United States and Asian countries have
established a link between financial attitudes and financial cap-
ability in young adults who have received financial education or
have an adequate level of financial literacy (Amonhaemanon and
Vora-Sitta, 2020; Loke et al., 2015; Noreen et al., 2019). Increased
financial knowledge among young adults is assumed to improve
their financial attitudes and behaviour and, thus, their financial
capabilities. Financial education targeted at young adults is cru-
cially important because it increases their financial literacy and
improves their financial attitudes and behaviour.

Financial inclusion. Unfortunately, financial education may not
be enough to shape financial behaviour and capability, especially
for young adults who must make decisions in uncertain economic
conditions. Scholars have recommended pairing financial
knowledge with financial inclusion to generate better financial
decision-making (Sherraden, 2013). This combination entails
offering financial education while influencing institutional
arrangements by establishing savings accounts for experiential
learning. According to a growing body of evidence, developing
the financial capabilities of young adults requires the acquisition
of financial knowledge as well as the opportunity to establish
healthy financial habits through access to financial products
(Friedline and West, 2016; Huang et al., 2015; West and Friedline,
2016). Young adults who received financial education and had
access to formal financial institutions were more likely to be able
to afford unexpected expenses and save for emergencies, and less
likely to utilise alternative financial services. They were also less

likely to have burdensome debts (Friedline and West, 2016). The
combination of a person’s ability to act with their opportunity to
act contributes to their financial functioning in ways that lead to
improved financial capability and well-being (Johnson and
Sherraden, 2007).

Regrettably, research highlighting financial inclusion as a factor
influencing young adults’ financial capability has only been
undertaken in the US to date. Financial inclusion is defined as
having access to a wide range of financial products (Lenka and
Barik, 2018), with the percentage of adults who have bank
accounts representing a country’s overall financial inclusion in a
country. According to the Findex 2017, globally, as many as 1.7
billion adults remain unbanked, or without an account at a
financial institution or through a mobile money provider.
Virtually all of these unbanked adults live in the developing
world, specifically in Asia, and nearly half live in just seven
developing economies—Bangladesh, China, India, Indonesia,
Mexico, Nigeria, and Pakistan (Demirgüç-Kunt et al., 2018).
Future studies related to financial inclusion as one of the
determinants of young adults’ financial capabilities arre vital in
the Asian context.

Financial socialisation. The process of developing and adopting
beliefs, attitudes, norms, knowledge, and behaviour that support
financial viability and well-being is known as financial socialisa-
tion (Danes, 1994). A wide variety of socialisation agents (eg.
family, school, peers, and the media) aid this process, although
parents are typically the primary socialisation agents (Gudmun-
son and Danes, 2011; Shim et al., 2010). This may be because
many young adults rely on their parents for ongoing financial
support (FINRA, 2009), and parents influence, whether inten-
tionally or unintentionally, the process by which their children
acquire financial understanding and knowledge. Families are a
great source of information on financial processes, products, and
skills for young adults (Sorgente and Lanz, 2017).

Financial socialisation from parents/family has a number of
advantages, including debt reduction in emerging adulthood
(Norvilitis and MacLean, 2010; Shim et al., 2010), and increased
savings, higher credit scores, and lower credit card debt in
adulthood (Grinstein-Weiss et al., 2011). According to Grinstein-
Weiss et al. (2012), parental financial education was predictive of
lower loan default and home foreclosure rates in adulthood.
Parental financial education was also linked to a higher net worth
and higher levels of investment (Hira et al., 2013). As primary
socialisation agents, parents need to possess adequate financial
knowledge, practice positive financial attitudes, and have healthy
financial behaviours. Young adults can imitate parents’ knowl-
edge, attitude, and behaviour in their daily financial decision-
making.

For many adolescents in foster care, however, this is not the
situation as they do not have any contact with their biological
parents (Salazar et al., 2021). In the absence of a biological family,
young adults in foster care rely on caseworkers as their
financialsocialisation agents (Peters et al., 2016). Unlike family
financial socialisation, which can last a lifetime, many of the more
commonly cited sources of financial-related support for foster
youth are likely to disappear once they leave the foster care
system (Salazar et al., 2021).

A study in Hong Kong evaluated the development of financial
capability among Chinese adolescents by extending the model of
financial socialisation, which had already been tested among
young adults in the US context (Shim et al., 2015; Zhu, 2018). The
results were similar across the two countries in that parental
socialisation can influence healthy financial behaviours. However,
there were differences due to the cultural values adopted in Hong
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Kong. In the Confucian hierarchical culture of the Chinese
communities in Hong Kong, adolescents often unconditionally
accept their parents’ financial values, follow expectations, and
model their financial behaviours (Zhu, 2018). These values differ
from Western countries, where the relationship is not hierarch-
ical, and everyone is considered equally important (Patil, 2020).

Demographic characteristics. There is debate as to the rela-
tionship between family income and young adults’ financial
independence. Some argue that young adults from wealthy
families are less likely to learn about living costs because they take
their lifestyle for granted and lack the essential skills, knowledge,
and, most importantly, a pressing desire to achieve financial
independence. As a result, young adults from higher-income
families are less likely to be financially independent (Kendig et al.,
2014). Others claim that wealthy young adults are more likely to
attend schools that are better suited to prepare them for adult-
hood (Holme, 2002), have a higher educational achievement
(Björklund and Salvanes, 2011), attend university, and have more
years of education (Thompson, 2014). As a result, these young
adults have a better chance of earning a higher income and
achieving financial independence at an earlier age (de Bassa
Scheresberg et al., 2014). Kendig et al. (2014) asserted that young
adults from low-income families develop financial independence
early by contributing to family bills during adolescence and
accepting full financial responsibility as young adults. Regardless
of the relationship between income and financial independence,
many young adults see a lack of income as a barrier to financial
capability.

A university degree is widely regarded as a sound human
capital investment. Compared to young adults without a degree,
university graduates typically perform better in a variety of
financial areas, including earnings (Autor et al., 2008), assets
(Letkiewicz and Heckman, 2018), and employment (Cairó and
Cajner, 2018). According to a previous empirical study in the US,
university graduates have a significantly greater likelihood of
financial independence than other young adults who do not
attend university (Cui et al., 2019). Additionally, in the US
context, university-educated young adults demonstrate greater
objective and subjective financial knowledge, desirable financial
behaviours, and a higher perceived financial capability (Xiao
et al., 2020).

The Pew Research Center indicated that approximately 15% of
young adults born between 1980 and 2000 (Millennials) lived
with their parents (Fry, 2017). Additionally, previous empirical
evidence has indicated that today’s young adults are less
motivated to purchase a home than Gen Xers and Baby Boomers.
Their homeownership rate is 8% lower than that of Baby
Boomers and 8.4% lower than that of Gen Xers in the same age
group (Choi et al., 2019). When young adults move out of their
parents’ homes, they encounter a variety of new financial
experiences. They begin to function independently and cease to
rely on their parents for financial tasks, including paying bills,
making ends meet, and making financial decisions. This increased
financial responsibility likely p;rompts them to develop greater
financial capabilities. A study in New Zealand found that young
adults who left their parents’ homes (home leavers) experienced a
significant increase in the financial capability index, suggesting
that leaving home is associated with greater financial capability in
young adults (Czar et al., 2021).

Several studies have explored the effects of age on the financial
capabilities of young adults. Youth who have been in foster care
for over 18 years have more advanced financial capabilities and
related support than younger youth (Salazar et al., 2021). Older
youth demonstrate a higher level of financial capability than their

younger counterparts (Xiao et al., 2015). A study in Thailand
revealed that young, single adults lack financial capabilities as
compared to older couples (Amonhaemanon and Vora-Sitta,
2020). Financial behaviours also differ with age. As previously
described, when seeking financial advice, older adults tend to seek
advice on savings and investments, while the younger ones are
more likely to seek advice related to insurance, debts, and loans
(Fan, 2021). However, age is not always associated with increased
financial capacity. A study of immigrants in the United States
found that older immigrants had significantly lower financial
management skills, knowledge of social programmes, and asset
ownership than younger immigrants (Nam et al., 2015). An
individual’s financial capability may increase throughout their
lives due to both formal and informal financial education and
exposure to real-world financial situations. However, for those
lacking financial education and access to formal financial
institutions, the situation may be different; they may not
experience increased financial capability.

Developing the financial capabilities of young adults involves
the acquisition of financial knowledge and practicing sound
financial behaviours via access to financial products and services
(Loke et al., 2015; Sherraden, 2013). Loke et al. (2015) discovered
that financial capability increased when young people received
financial education and had access to a savings account.
Additionally, young adults in the study improved their financial
knowledge, attitudes, self-efficacy, and behaviours. The combina-
tion of financial knowledge and access to a bank account also
facilitates asset accumulation, further increasing financial cap-
ability (Huang et al., 2015). Savings programmes that specifically
targeted young adults benefited even economically disadvantaged
youth, as they were able to save a significant amount of money
with the assistance of institutional support.

Based on the discussed findings within the literature, we
suggest a conceptual framework of factors influencing young
adults’ financial capabilities, as presented in Fig. 2. The rationale
behind the conceptual model is to logically integrate all potential
influential factors to deliver a framework that provides the most
suitable explanation for the occurrence of an event (Brown et al.,
1995). To synthesise the reviewed literature on young adults’
financial capability included in this systematic review, we have
constructed a framework that describes associations between the
constructs and antecedents of financial capability. Based on the
conceptual framework, young adults’ financial capability in the
US and the Asia-Pacific region is influenced by several
determinants, such as (1) the combination of financial knowledge
and access to financial services (financial inclusion), (2) the
combination of financial knowledge and positive financial
behaviours, (3) financial education, (4) demographic character-
istics, (5) financial socialisation from either parents or co-
workers, and (6) the process of changing financial attitude and
behaviours as a result of financial education.

Recommendations
This study can offer several recommendations for future scholars.
To begin, additional research is needed to examine the factors
affecting young adults’ financial capabilities in the Asia-Pacific
region, where over 60% of the world’s youth live, which is
equivalent to more than 1.1 billion young people. Young adults
living in the Asia-Pacific region must be able to make sound
financial decisions because the economic impact of financially
incapable young adults can be devastating. Improved financial
capability among young adults impacts everything from day-to-
day choices to long-term financial decisions, with consequences
for both individuals and society. Young adults with limited
financial capabilities are more likely to engage in inefficient
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spending, incur high borrowing costs, and overlook financial
planning. In Malaysia, 60% of individual bankruptcies were from
the younger generation as the result of their habit of spending
more than their income (Rahim et al., 2022).

Future research should focus on young adults’ financial cap-
abilities in the Asia-Pacific region, particularly in countries with a
large population of young adults, emphasising the factors that
influence financial capabilities. These studies are essential for
several reasons. First, following the transformative United
Nations’ adoption of the 2030 Agenda for Sustainable Develop-
ment and Sustainable Development Goals (SDGs), countries in
the Asia-Pacific region are uniquely positioned to maximise the
potential of their youth population and promote inclusive, sus-
tainable development. Success is contingent upon increasing
youth engagement in all aspects of development by recognising
that young people can play a much more significant role in
decisions affecting the challenges and opportunities they face and
the environments that they live in. Second, if well-placed youth
empowerment policies are implemented in South and Southwest
Asia, youth bulge can spur growth. South Asia falls behind several
other regions in terms of equipping the next generation with the
skills required for 21st-century jobs (Cooper, 2019). South Asia is
at a crossroads, with only a few years left to reap substantial
demographic dividends from its talented and capable youth. If
done correctly, millions of people can be raised out of poverty.
Failure to do so will result in economic stagnation, increased
youth despair, and further loss of talent to other regions.

Most studies on young adults’ financial capabilities have been
conducted in the United States, where numerous financial cap-
ability programmes targeted at youth are already. Thus, future
scholars should examine the factors that influence young adults’
financial capabilities in Asia, where formal financial education
efforts to strengthen the financial capabilities of young adults are
still lacking. With nearly half of its 1.8 billion population under
the age of 24, South Asia, led by India, Pakistan, and Bangladesh,

will have the world’s largest youth labour force by 2040 (Cooper,
2019). This presents an opportunity for the region to foster
vibrant, productive economies. If significant investments in
financial education are made, the region will be able to sustain
strong economic growth and expand opportunities for financial
capability over the next few decades.

As with all studies, this systematic review is not without lim-
itations. The scope of the review focused only on papers related to
the financial capability of young adults from the US and Asia
Pacific region, for reasons that were explained at the onset of this
review. Understanding the determinants of young adults’ finan-
cial capability in other regions could provide greater insights on
the factors that impact financial capability for youth globally.
Future studies should perform a more thorough review to identify
other antecedents of young adults’ financial capability. Another
limitation in this review is that outcomes of financial capability
are not covered, which should also be addressed in a future
review.

Conclusion
The main purpose of this study was to systematically review the
factors that contribute to the financial capabilities of young
adults. This study offers several significant contributions to both
the body of knowledge and practice. Interested parties, especially
policymakers, the public, researchers, and youth organisations,
can use the findings of this review to place more significant
attention on factors that improve the financial capability of young
adults. The results offer basic information on how to focus on
enhancing young adults’ financial capabilities. Furthermore, the
results inform the direction of future studies with regard to
specific location and content of studies related to the factors that
influence young adults’ financial capabilities. Financial education
is mainly needed by young adults in the Asia-Pacific region to
further increase their financial capabilities. Education that

Fig. 2 Conceptual framework for young adults’ financial capabilities. Determinants of young adults’ financial capability as identified through the selected
studies. (Source: author created).
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emphasises practical simulation is the most effective method for
the early explanation of financial concepts, especially for school
children. Early financial education for young adults ensures they
have sufficient financial knowledge to confront the increasingly
complex financial issues and decisions they will face as they enter
adulthood. Increased financial knowledge among young adults
improves their financial attitudes and behaviour and, thus, their
financial capability. It is also crucial to pair financial knowledge
with financial inclusion to generate better financial decision-
making. Young adults who both received financial education and
had access to formal financial institutions were more likely to
perform better on several financial capability indicators. More-
over, the role of parents as primary financial socialisation agents
places greater attention on their financial knowledge and educa-
tion, especially in Asia where traditional hierarchical cultures
place parents as the primary role model from whom young adults
accept financial values. The demographic characteristics of young
adults, such as income, education level, residential status, age, and
participation in savings programmes, also play an important role
in shaping their financial capabilities.

Data availability
This is a review paper wherein the authors have analysed various
articles by different authors, all of whom have been cited as
required. The cited information belongs to the authors mentioned
in the reference section. The generated data are included in the
paper.
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