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Abstract 

 

This study attempts to examine the personal financial distress among Malaysians millennial generation 
by scrutinizing religiosity, financial knowledge, and financial behavior as the influencing antecedents. The 
study adopted social learning theory (SLT) to underpin and explain the conceptual framework. The data were 
collected from millennial generations in Malaysia and analysed using Partial Least Squares Structural 
Equation Modelling. The findings suggest that all claimed hypotheses were partially supported. Implication 
and contribution of the study were later discussed to justify the significance of this research. The findings 
revealed that behavioral traits to have a stronger impact on the incidence of personal financial distress than 
religiosity or financial knowledge. The results suggested the government should implement policy that could 
be oriented towards improving the financial habits and mitigating the impact of behavioral characteristics on 
personal finances. 
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Introduction 

 

Social scientists have always been fascinated on 

the determinants of personal financial distress of in-

dividuals. Although social scientists may not be able 

to decompose all fixed effects of financial distress but 

it is vital to better understand how the sources of 

individual variation such as religiosity, financial 

knowledge, and financial behavior contribute to-

wards personal financial distress of young adults in 

Malaysia. There are many important decisions made 

for the first time by individual especially on financial 

matters when they enter adulthood. The financial 

behavior for example has general implications 

towards young adulthood as they extend throughout 

adulthood up to later life and determine individual 

lifelong financial outcomes (Eccles, Ward, Golds-

mith, & Arsal, 2013). 

The young adults of today face a set of 

challenges which include limited financial resources 

and rising cost of living. Hence, the knowledge in 

personal financial management is vital to help the 

young adults make the right decisions about their 

financial management. This is because they are con-

fronted with challenges such as the demand to have 

savings for emergencies, management of credit and 

risks, plans for retirement, and management of 

property. Failure to cope with the challenges can 

contribute to emotional stress (Socyberty, 2006; 

Scott, 2010). Financial stress can lead to poor per-

formance and motivation at work, as well as physical 

and mental health leading to stress and further bring 

about the negative impact towards performance at the 

workplace (Prawitz & Garman, 2009). 

Evidence from the statistics pertaining to 

youths’ financial situations has become a great 

concern to many stakeholders. According to the Ma-

laysian Insolvency Department (MID), there is an up-

surge of 25 percent on insolvency between the period 

of 2005 and December 2010 that involved youths 

aged between 25 and 44. Moreover, a study by Yew, 

Yong, Cheong, and Tey (2017) also highlighted 

the magnitude of youths’ personal financial dif-

ficulties as there were an increase in bankruptcy 

among younger Malaysians (The Malaysian Insider, 

2014). Therefore, in this paper, we explore how 

religiosity, financial knowledge and financial beha-

vior, explain individual financial distress and the me-

diating effects of financial behavior towards financial 

distress in young adulthood. 

 

Social Learning Theory 

 

Social Learning Theory that explains how 

individuals learn behavior was introduced by 

Bandura (1969) which accentuates the role of both 

human development and cognitive. The theory holds 

that individual learns by observing the behaviors of 

others and mimicking and modelling their behavior. 

Social scientists in consumer-related fields have 

adopted Social Learning Theory in their studies to 

elucidate compulsive behavior (Valence, D’Astous, 
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& Fourtier, 1988) and financial behavior (Hira, 1997; 

Martin & Bush, 2000; Gutter, Garrison, & Copur, 

2010). At the same time, religiosity, financial 

behavior, and financial knowledge are ex-pected to 

have direct effects on financial distress (Cude et al., 

2006). 

 

Financial Distress 

 

Financial distress is a subjective phenomenon. 

Two individuals in the same financial situation may 

have different levels of perceived financial distress. 

Distress about financial matters is increasingly pre-

valent in society, with half or more adults reporting 

moderate to high levels of stress and worry about 

money matters in survey after survey (American Ex-

press Financial Services, 2004; MetLife Insurance 

Company, 2003). Previous studies on financial stress 

concern about personal finances linked to health 

(Bagwell & Kim, 2003; Drentea, 2000; Drentea & 

Lavrakas, 2000; Jacobson, et al., 1996; O’Neill, 2004; 

O’Neill, Xiao, Sorhaindo, & Garman, 2005a, 2005b, 

2005c). Financial distress also has been associated 

with lower self-esteem (Kernis, Grannemann & Ma-

this, 1991) and dissatisfaction with one’s financial si-

tuation (Garman et al., 2005a; Garman, & Sorhaindo, 

2005). Previous studies exposed that insufficient in-

come and inefficient cashflow management behavior 

resulted financial distress (Eccles et al., 2013). To 

succeed, one should be able to formulate and im-

plement financial plan (Yao & Xu, 2015), resist 

temptation (Gathergood, 2012; Gul & Pesendorfer, 

2004; Thaler & Shefrin, 1981), and deal with social 

comparison (Brown & Laschever, 2012; Bursztyn, 

Ederer, Ferman, & Yuchtman, 2012). 

 

Religiosity 

 

One of the most universal and influential social 

institutions is religion. In fact, according to Shweder 

(1991), religion has a substantial influence on peo-

ple’s attitudes, values, and behaviors both at the in-

dividual and societal level. Sabri and Falahati (2014) 

found there were dissimilarities between Muslim and 

Non-Muslim respondents. The results reveal higher 

effect of secondary socialization or influencer agents 

on Non-Muslim respondents, while for Muslim res-

pondents, the effect of their financial knowledge and 

primary socialization agents, including parents and 

religion is greater. John (1999) and Hira (1997) de-

fined secondary socialization agents comprised agents 

such as magazines, mass media, advertisements, peer 

group, mobile phones and the Internet while primary 

socialization agents comprised mother, father, si-

blings, school and religion. Even though there were 

considerable literature focused on culture and its 

influence on various aspects of consumer behavior 

(Mokhlis, 2009), little research has examined the 

effect of religion specifically on financial behavior, 

financial knowledge, or especially on financial dis-

tress. 
 
Financial Knowledge 

 
Previous studies indicate that financial know-

ledge level in developing countries are lower 
compared to that of developed countries (Hastings & 
Tejeda-Ashton, 2008; Cole, Sampson, & Zia, 2011; 
Klapper & Panos; 2011; Beckmann, 2013). Even 
though, many studies revealed that an individual with 
a high level of financial know-ledge may not neces-
sarily have a positive self-perception of his know-
ledge level or good at managing their finances 
(Asaad, 2015; Hadar, Sood, & Fox, 2013; Parker, De 
Bruin, Yoong, & Willis, 2012), we decide to include 
financial knowledge as past studies show it could 
encourage positive financial behaviors such as paying 
bill on time, having savings and investment, ability to 
manage credit cards wisely (Lusardi, Mitchell, & 
Curto, 2010; Danes & Haberman, 2007; Laily, 2014, 
& Susanti, 2013), having proper retirement plan 
(Klapper & Panos, 2011), greater participation in fi-
nancial markets, greater use of formal sources of bor-
rowing (Klapper, Lusardi, & Panos, 2013), higher 
voluntary savings (Landerretche & Martinez, 2013) 
and better diversification (Beckmann, 2013). 
 
Financial Behavior 

 
Financial management frequently repre-sents as 

specific behaviors, such as paying bills on time, 
saving money for future planning such as emer-
gencies and retirement, and avoiding too much debt 
(Brown & Taylor, 2014). Ever since the financial 
crisis in 2008, the study of financial knowledge 
especially on its components such as attitudes and be-
havior has gained a lot of attention and limelight. 
Social scientists have acknowledged how well to 
effectively predict financial and economic processes 
depend on how we could understand the attitudes and 
behaviors of the society towards finances, as well as 
the characteristics of various social groups sharing the 
same views and behaviors (Németh & Zsótér, 2017). 
Thus, examining the financial behavior of young 
adults is an interesting and important research topic 
well worth scrutinised from various aspects (Zsótér, 
2017) as young adults face crucial predicaments and 
have to handle sophisticated financial decisions at 
every stage of their life cycle (Sundarasen & Rahman, 
2017). 
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Framework and Hypothesis Development 

 
 

Figure 1. Research framework 

 
Thus, seven hypotheses were formulated to 

direct the research problems and aims of the study. 

H1:   Religiosity negatively influences financial dis-

tress. 

H2:   Financial behavior negatively influences finan-

cial distress. 

H3:   Financial knowledge negatively influences fi-

nancial distress. 

H4:  Religiosity positively influences financial know-

ledge. 

H5:  Financial knowledge positively influences finan-

cial behavior. 

H6:  Religiosity negatively influence financial dis-

tress mediated by financial behavior. 

H7:  Financial knowledge negatively influence finan-

cial distress mediated by financial behavior. 

 

Research Method 

 

The samples for this study were young adults in 

Malaysia aged between 19–27. To ensure that the 

sample characteristics corresponded to the nature of 

the study, a non-probability purposive sampling tech-

nique was adopted to ensure the collected data were 

indeed from valid sources. Sample size estimation is 

determined using G*power 3.0 analysis (Faul, Erd-

felder, Lang, & Buchner, 2007). By using G-Power 

Analysis software, with the effect size of f square 

0.15, α error pro 0.05, power Gf 0.95 with a number 

of five tested predictors, therefore 153 respondents are 

the minimum sampling for this study. 400 question-

naires were distributed; and 304 completed and usable 

copies were collected. Figure 1 depicted the research 

framework that contained statements of four variables 

investigated. The variables are assessed using multi-

ple items (Hayduk & Littvay, 2012) and the data was 

then analysed using SmartPLS 3.0 (Ringle, Wende, 

& Will, 2015) to examine the hypotheses. 

Result 

 

With a total of 304 respondents made up of 

millennial generation in Malaysia, the majority of the 

respondents were female (61.5%) and the remaining 

were male respondents (38.5%). 96.7 percent of the 

respondents were between 19–24 years old. More 

than 63 per cent were east Malaysians (Sabah and 

Sarawak) followed by those from west Malaysians 

36.2 per cent. The Sabahan made up the largest ethnic 

(32.2%) followed by Chinese (28%), Malays 

(25.7%), Sarawakians (10.5%), Indian (2%), and 

other (1.6%) group of ethnics. The respondent profile 

was summarized in a report shown in Table 1. 

 
Table 1 

Respondents’ Profile 

Variable  Frequency Percent 

Gender Male 117 38.5 

 Female 187 61.5 

Age 19–21 140 46.1 

 22–24 154 50.6 

 25–27 10 3.3 

Region Peninsular Malaysia 110 36.2 

 Sabah 134 44.1 

 Sarawak 60 19.7 

Ethnicity Malay 78 25.7 

 Chinese 85 28.0 

 Indian 6 2.0 

 Sabah Natives 98 32.2 

 Sarawak Natives 32 10.5 

 Other 5 1.6 

 

Measurement Model Assessment 

 

Table 2 demonstrates the findings of construct 

reliability (CR) and convergent validity testing. The 

results validate that the constructs (or variables under 

investigation) have high and sufficient average vari-

ance extracted internal consistency (Roldán & 

Sánchez-Franco, 2012) (AVE) to validate the con-

vergent validity (Hair, Hult, Ringle, & Sarstedt, 

2017). 

HTMT criterion is used to assess discriminant 

validity (Ringle, et al., 2015) as shown in Table 3. 

The result specifies that the discriminant validity is 

well-established at HTMT0.85 (Diamantopoulos & 

Siguaw, 2006). Thus, there is no issue of multi-colli-

nearity between items loaded on different constructs 

in the outer model. Hence, it is appropriate to proceed 

to structural model assessment so as to test the hy-

potheses of the study. 
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Table 2 

Measurement Model Assessment 

     Convergent 

Construct Item Loadings CR AVE 

Validity 

(Ave >0.5) 

Financial FB2 0.803 0.794 0.659 Yes 

Behavior FB3 0.820    

 FD5 0.771    

 FD3 0.778    

Financial FD2 0.740 0.919 0.588 Yes 

Distress FD6 0.800    

 FD7 0.756    

 FD8 0.760    

 FD9 0.800    

Financial FK1 0.886 0.733 0.586 Yes 

nowledge FK2 0.622    

 R1 0.913    

Religiosity R3 0.961 0.935 0.878 Yes 

Criteria: Composite Reliability >0.708 (Hair et al., 2017), 

(Hair et al., 2017) AVE> 0.5 (Hair et al., 2017), (Hair et al., 

2017). 

 

Table 3 

HTMT Criterion 

 
Financial 

Behavior 

Financia

l Distress 

Financial 

Know-

ledge 

  
Relig

iosity 

Financial 

Behavior −      

Financial 

Distress 0.416 −     

Financial 

Knowledge 0.447 0.507 −    

Religiosity 0.123 0.163 0.533   − 

Criteria: Discriminant validity is established at HTMT0.85 / 

HTMT0.90 

 
Structural Model Assessment 

 

To assess the hypotheses, a 5000-bootstrap 

resampling of data is conducted (Hair et al., 2017). 

Table 4 demonstrates the assessment of the path 

coefficient, which is represented by Beta values for 

each path relationship. The results show five out of 

seven hypotheses were supported. Financial behavior 

and financial knowledge are found to have influence 

on personal financial distress. The study also revealed 

that religiosity and financial knowledge did influence 

financial behavior. As such, hypotheses 2, 3, 4, and 5 

were supported. This study also examined financial 

behavior as mediator to religiosity and financial 

knowledge towards personal financial distress. The 

mediating effects of financial behavior only worked 

between religiosity and financial distress. Thus, 

hypothesis 6 is also supported. Table 4 also displays 

the quality of the model. On the hypotheses which are 

tested to have significant relationships, all are found to 

have carried moderate effect size. The predictive 

relevance values for all four dependent variables are 

larger than 0, indicating that the independent variables 

are capable of predicting the youth’s financial distress, 

as presented by Q2 using blindfolding procedure (Hair 

et al., 2017). 

 
Discussion 

 

The study utilises Social Learning Theory to 

explain how financial distress of young adults were 

influenced by their religiosity, financial knowledge, 

and financial behavior. The present study sets out to 

contribute to the success of financial educational pro-

grammes, initiated by either the public sector (finan-

cial education) or the private sector, with the purpose 

to improve the level of financial knowledge in Ma-

laysia. We expect that the number of people facing 

financial difficulties will increase in future. This si-

tuation is disturbing, as the implications will not only 

affect individuals, but also cause in enormous costs 

for the entire financial system. Therefore, it is crucial 

for the policymakers to understand precisely why 

people get involve into financial trouble, so that ap-

propriate action or policy could be devised to prevent 

people from getting into difficulties in the future (Mc-

Carthy, 2011). 

Therefore, financial education among public 

young generation cannot be taken for granted and 

immediate correction measures need to be considered 

to ensure they are equipped with financial knowledge 

before leaving learning or training institutions. These 

young adults need assistance to make wise financial 

decisions in future and at the same time, the relevant 

authorities have to realize that a “one-time or one-

size-fits-all” financial education program is likely to 

be ineffective to improve financial distress of future 

generation. Thus, understanding financial distress 

among young people is vital such as devising ef-

fective financial education programs targeted at 

young to protect younger consumers so that bankrup-

tcy cases could be reduced through improving finan-

cial education. 

As the study showed that religiosity and finan-

cial knowledge have a significant effect on the young 

adults’ financial behavior and eventually relieve fi-

nancial distress, the government should support 

religious and financial education activities that 

could contribute to help the community elevate 

their financial knowledge level. At the same time, 

religious authorities must also play their part by con-

ducting not only religious related activities for spiri-
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tual needs but also conducting activities on financial 

knowledge e.g. inserting finance related topics in 

seminars, talks or workshops when conducting re-

ligious activities such as pre-marriage seminar usu-

ally conducted by Islamic or Christian authorities in 

Malaysia. 
 

Conclusion 
 

Future study should also consider other potential 

determinants that may enhance financial knowledge 

and improve financial behavior of millennial gene-

ration in Malaysia so they could face financial distress 

in a wiser and matured manner. The social media for 

example is widely used by this generation to get 

information. The fact of having 68.6 percent Internet 

penetration with more than 21 million Internet users 

with almost 30.8 million population (Internet World 

Stats, 2017) and at the same time being the world 

highest user of WhatsApp (Bernama, 2017), Malay-

sian’s authority should utilise social media as a plat-

form to educate the public especially the young adults 

on the importance of financial knowledge to the so-

ciety. The stakeholders must act now to find way on 

how social media can be utilised to manoeuvre the 

financial knowledge and financial behavior in Ma-

laysia for the benefit and well-being of the nation. 
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