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Abstract

This study aims to examine the relationship between subjective financial knowledge, financial
behaviour, and financial well-being in emerging adults in Malaysia. Additionally, this study
establishes the role of financial behaviour as a moderator in the indirect association between
subjective financial knowledge and financial well-being. In total, 500 of the 700
guestionnaires distributed were returned and usable in this study, resulting in a response rate
of 71.4 percent. Between the ages of 19 and 29, respondents from Selangor, Pahang, Perak,
Melaka, and Sabah were asked to answer the online questionnaire. On the basis of the data,
the hypothetical model was statistically tested using Partial Least Square—Structural Equation
Modelling (PLS-SEM), more precisely Smart Partial Least Square (SmartPLS) version 3.3.2. The
findings indicated that subjective financial knowledge significantly improved financial well-
being. Financial behaviour and financial well-being also have a substantial direct relationship.
The findings indicate that financial behaviour has a significant positive indirect effect on the
relationship between subjective financial knowledge and financial well-being. The findings of
this study could add to the existing body of knowledge and set a new standard for
governments and other groups who want to improve the public's financial well-being,
especially for young people.

Keywords: Emerging Adults, Financial Behaviour, Subjective Financial Knowledge, Financial
Well-Being
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Introduction

Throughout the years, counsellors, planners, researchers, educators, economists, and
even governments have demonstrated their commitment and interest in the subject of
overall well-being by planning or investigating the most effective methods for improving
public well-being. According to Orem (1985), well-being is a description of an individual's
overall life perception, and it is the most crucial factor in overcoming personal, family, and
health difficulties (McLellan, 2017). Individual well-being can be derived from various sources,
including financial, career, physical, social, and community (Rath & Harter, 2010; Zemtsov &
Osipova, 2016). Finances, on the other hand, have been identified as the primary predictor of
overall well-being (Netemeyer et al., 2018; Rath & Harter, 2010; Wilmarth, 2020), which
means that a lower level of financial well-being will have a detrimental effect on an
individual's overall well-being. Therefore, the health of the economy as a whole and the
financial well-being of individuals and families are all intertwined (Diener, 2000).

Financial well-being has also been identified as a critical factor in assisting employees
in tracking their financial status, with studies indicating that a high level of financial well-being
results in increased productivity, commitment, and retention levels for businesses (CIPD),
2017). Conversely, a decline in financial well-being directly impacts the mental and physical
health of employees (e.g., increased levels of anxiety and stress, migraine, and lower health
levels) (Barclays, 2014). This situation will have a more significant negative impact on the
employee and the company, particularly on work productivity, due to poor performance,
decreased concentration, and increased absenteeism. (Danes & Yang, 2014; Gutter & Copur,
2011; Mokhtar & Husniyah, 2017; Sabri et al., 2013; Stromback et al., 2017; Ullah & Yusheng,
2020). Moreover, several suicide cases have been related to poor financial well-being. For this
reason, the study of financial well-being must be carried out. Additionally, it is worth noting
that the study on how to improve financial well-being is identical to the study on how to
reduce poverty and raise the standard of living (Iramani & Lutfi, 2021).

Although a bulk of financial well-being studies conducted in Malaysia focused on
specific groups of respondents, including college students, young employees under the age
of 40 or older adults, there are few studies focus on emerging adults (Pahlevan Sharif et al.,
2020), defined as those aged 19 to 29 (Arnett, 2015). This is a flaw in the financial well-being
study, as current trends indicate that an increasing number of emerging adults are financially
insecure, associated with lower levels of well-being across multiple domains of life (Serido &
Deenanath, 2016). In addition, LeBaron and Kelley (2020) decade review noted that most
emerging adult samples used in financial well-being studies were college students, which does
not accurately reflect the country's total emerging adult population. According to the
researchers, non-college emerging adults should be the primary focus of future research.
Researchers who study emerging adult students have made a similar recommendation, urging
the researcher to place a greater emphasis on emerging adult workers (Joonas, 2018; Saurabh
& Nandan, 2018; Pahlevan Sharif et al., 2020)

The Organization for Economic Co-operation and Development (OECD) and the
Consumer Financial Protection Bureau (CFPB) both emphasise the importance of financial
knowledge in enhancing individual financial well-being (Vieira et al., 2021). Financial
knowledge that demonstrates an individual's competence and confidence in dealing with
financial matters is necessary to make sound financial decisions and achieve individual goals
(Consumer Financial Protection Bureau (CFPB), 2015a; OECD, 2020). In addition, a person with
adequate financial knowledge can influence the conditions of life and work and can be highly
beneficial in forecasting the future to increase income (Philippas & Avdoulas, 2020). However,
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despite the critical nature of financial knowledge, recent reports indicate that the global
population's level of financial knowledge is insufficient. For example, the recent OECD
(2020)reports found that financial knowledge among adult workers is low, with an average
score of only 50% being able to answer more than 5 out of 7 financial knowledge questions.

Additionally, the report notes that emerging adults (aged 19-29) have the lowest
financial knowledge, financial behaviour, and attitude when compared to other age groups
(OECD, 2020). Individuals who lack financial knowledge and are incapable of making sound
financial decisions are more likely to engage in poor financial behaviour, such as being saddled
with problems of non-payment of personal credit and excessive levels of debt, which can have
a direct impact on their financial well-being (So-hyun Joo & John E. Grable, 2004). According
to reports, Malaysia is one of the countries with the lowest scores, with only 34.3 percent
able to answer more than five out of seven financial knowledge questions correctly (OECD,
2020).

Previous research regarding the underlying subjective factors of financial well-being
has proven that financial behaviour is the main determinants of financial well-being (Elaine
Kempson et al., 2017; Joo & Grable, 2004; Joonas, 2018; Magli et al., 2021; Mokhtar &
Husniyah, 2017). However, mixed findings are found from prior studies regarding the
potential antecedents that affect the behaviour to increase financial well-being (Briiggen et
al., 2017; Sorgente & Lanz, 2017). Financial knowledge is one of the most important
determinants of financial well-being with mixed findings. Nevertheless, the majority of local
studies had measured financial knowledge by using objective or cognitive approaches
(Mahdzan et al., 2019; Mokhtar & Husniyah, 2017; Pahlevan Sharif et al., 2020; Sabri et al.,
2012), such as quizzes and tests, while subjective approaches like individual assessments are
often ignored and understudied (She et al., 2022). This situation is a shortcoming in financial
well-being research because, according to Fernandes et al. (2014)'s meta-analysis, objective
financial knowledge can predict only a 0.1 percent difference in financial well-being. In
contrast, Xiao and Porto (2017) argue for a more subjective role in explaining financial well-
being. These factors should be addressed in order to improve financial well-being because
subjective financial knowledge is at least as important as objective financial knowledge in
terms of financial well-being (Lind et al., 2020; Riitsalu & Murakas, 2019).

On the basis of the preceding argument, it is necessary to emphasise that financial
well-being studies are still lacking and warrant additional research to improve the level of
financial well-being among Malaysian emerging adults in particular. Therefore, the objective
of the study is:

1. To examine the significant influence of subjective financial knowledge on the
financial well-being
2. To determine the significant influence of financial behaviour on the financial
well-being
3. To assess the mediating influence of financial behaviour in the relationship
between subjective financial knowledge and financial well-being.
The study's findings can contribute to the existing body of knowledge and establish a new
benchmark for governments and other interested parties seeking to improve the financial
well-being of the public, particularly emerging adults.
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Literature Review
Financial Well-being

Although the bulk of research on financial well-being has been conducted across
disciplines, there is no widely accepted definition of financial well-being or agreement on how
it should be measured (Kempson & Poppe, 2018; Oquaye et al., 2020; Sorgente & Lanz, 2017;
Yeo & Lee, 2019). However, contemporary research demonstrates that the concept of
financial well-being is consistent with the earlier concept theorised by Williams (1983) i.e.
financial well-being should have elements related to material and non-material indicators of
individual financial condition in both objective and subjective measurements. Moreover, this
concept is agreed upon by scholars in determining the definition of financial well-being
(Falahati & Sabri2, 2015; Husniyah & Fazilah, 2012; Joo & Garman, 1998; Joo & Grable, 2004;
Sorgente & Lanz, 2017).

In the earlier study Joo and Garman (1998) defined financial well-being as the level of
one's financial health. Along with satisfaction with the material and non-material aspects of
one's financial situation, it encompasses the perception of financial stability, which includes
the adequacy of financial resources and the objective amount of financial resources that each
individual possesses. Along the way, Goldsmith (2003) states that financial well-being as the
degree to which individuals or families possess economic sufficiency or security. Protecting
them against the economic risks they face daily, such asillness, job loss, and poverty, is critical
to their overall financial plan. These definitions of financial well-being encompass both
objective and subjective aspects of financial well-being.

In addition, Joo and Grable (2004) extended upon the notion by stating that financial
well-being is a state of satisfaction with one's current financial condition (objective and
subjective). Several scholars basically apply this definition in developing the measurement
and scale for financial well-being (Ali et al., 2015; Fazli Sabri et al., 2012; Prawitz et al., 2006).

Furthermore, the Consumer Financial Protection Bureau (CFPB) (2015b) conducted an
extensive empirical study to define financial well-being by interviewing 59 consumers and 30
practitioners. Financial well-being, according to the interview and expert reviews, is defined
as the state of being fully capable of meeting current and future financial obligations, feeling
secure about one's financial future, and having the ability to make decisions that allow one
to enjoy life to the fullest (Consumer Financial Protection Bureau (CFPB), 2015a). According
to this definition, financial well-being encompasses an individual's capacity to manage his or
her financial future and make decisions that enable them to enjoy life. In comparison to the
previous definition, the Consumer Financial Protection Bureau's (CFPB) (2015b) discussion of
financial well-being is more comprehensive, though it retains both objective and subjective
components. The definition provided by the Consumer Financial Protection Bureau (CFPB) is
pointing in a new direction toward the definition of financial well-being by considering the
holistic aspect of an individual's capacity on financial matters that consider not only the
present financial situation but also the future.

This definition also provides a new approach to researchers and policymakers in
addressing the problem of poor financial well-being, one that addresses the current financial
situation and considers the long-term plan for public financial well-being in the future.
Therefore, a large number of academics are applying this new definition in their most recent
study on defining and quantifying financial well-being (Ali et al., 2015; Briiggen et al., 2017;
lannello et al., 2020; Kavita et al., 2021; Kempson & Poppe, 2018; Oquaye et al., 2020;
Sorgente & Lanz, 2019; Wilmarth, 2020). As a result of the exhaustive definition used in a
recent study, this current thesis also makes use of this definition to guide the researcher.
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Financial Knowledge and Financial Well-being

In a report about the financial knowledge of teenagers and parents in the United
States, Bowen (2002) stated that financial knowledge is the understanding of basic financial
terms and elements necessary to ensure that someone can function in society on a daily basis.
Understanding critical financial elements, such as banking, investments, taxes, and other
areas of personal finance, is critical for daily financial transactions and decisions (Bowen,
2002).

In general, an individual with an excellent level of financial knowledge is assumed to
be able to make competent financial decisions that would improve his/her financial well-
being. Therefore, financial knowledge is typically considered an input to assess the need for
related education and explain the different types of financial outcomes (Huston, 2010). This
was proven by several empirical studies that confirmed the significant relationship between
financial knowledge and financial well-being. For example, the study by Joo and Grable (2004)
stressed that good financial knowledge would improve household financial satisfaction.

An earlier study by O'Neill supports this result et al (2005) noted that an individual
with basic knowledge of financial matters would have a better financial management aptitude
that will later improve his/her financial satisfaction. The result also applies to working women
where financial knowledge elements such as the division concept, direct and indirect effects
of inflation, interest rates, risk diversification, expected future value of a present amount in
the presence of inflation, and investment decisions form a critical factor in determining the
financial well-being of women (Zulfigar, 2016). The result is also supported by the current
study, which concludes that having good financial knowledge can increase financial well-being
(Agyei et al., 2019; Lee et al., 2019; Philippas & Avdoulas, 2020). However, it is essential to
note that the study employs the objective measurement of financial knowledge.

However, some studies did not find any significant relationship between financial
knowledge and financial well-being. For example, Shim et al (2009) failed to establish a
relationship between financial knowledge and financial satisfaction among college students
in the US. Using married couples as respondents, a study using the financial management
model derived from the Deacon, and Firebaugh Family Resource Management Model also did
not find any significant relationship between the two variables (Parrotta & Johnson, 1998).
Bir (2016) discovered the same result among emerging adults students and concluded that
when financial attitudes and financial knowledge are tested together for their effects on
financial well-being, the effect of financial knowledge is eliminated. The study by Utkarsh et
al. (2020) in India also did not find any significant relationship between these variables and
claimed that objective financial knowledge is not a crucial factor in improving the financial
well-being of emerging adults.

On the other hand, Netemeyer et al (2018) discovered a negative relationship
between financial knowledge and financial well-being, implying that superior financial
knowledge is associated with diminished financial well-being. According to the study,
academics and policymakers must prioritise acquiring perceived financial knowledge such as
financial confidence over acquiring actual financial knowledge such as interest rates, bonds,
and the like (Netemeyer et al., 2018).

Mixed findings regarding the relationship between financial knowledge and financial
well-being were also found in local studies. For example, the study by Sabri et al (2013; 2012)
used different respondents and contexts, i.e. working adults and college students, but still
showed a positive relationship between financial knowledge and financial well-being. The
study also suggests that an individual knowledgeable in personal finance is likely to have
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higher financial well-being than participants with lower levels of financial knowledge (Sabri et
al., 2013). The same result was also found in young working adults (aged 20 to 40), whereby
an individual with higher marks for financial knowledge also scores high in their financial well-
being (Mohamed, 2017). To add, an adequate level of knowledge would apparently help a
young worker aged between 20 to 40 years old improve his/her financial skills, which is
required to achieve financial well-being (Abdullah et al., 2019).

By contrast, Mahdzan et al (2019) discovered a significant negative correlation
between financial knowledge and financial well-being across three income groups in
Malaysia. However, their study stressed that the result does not negate the importance of
financial knowledge in enhancing financial well-being; instead, they highlighted the critical
reason for the contradictory finding, such as the possibility of external conditions or non-
cognitive factors impeding the implementation of financial knowledge into beneficial actions
that would increase financial well-being. Furthermore, because the study examined only
objective financial knowledge, the researcher suggested that additional dimensions of
financial knowledge be examined, such as financial confidence or perceived financial
knowledge, which may improve financial well-being (Mahdzan et al., 2019).

Furthermore, several local studies that used adult workers and college students as
respondents also ended up with non-significant results (Mokhtar & Husniyah, 2017; Pahlevan
Sharif et al., 2020). The researcher concludes that high basic financial knowledge does not
necessarily translate into positive financial attitudes and behaviours that would lead to higher
financial well-being. However, it is critical to note that all of the local studies discussed
previously assessed financial knowledge through objective perception.

On the other hand, Riitsalu and Murakas (2019) study on subjective financial
knowledge, as opposed to actual financial knowledge, has a stronger relationship with
financial well-being than actual financial knowledge. According to the study's findings, having
a higher score in objective financial knowledge has only a minor impact on one's financial
well-being (Riitsalu & Murakas, 2019). This result is also supported by earlier studies that
highlighted the same conclusion (Allgood & Walstad, 2013; Anderson et al., 2017). The same
result was revealed by Kumar Saurabh and Tanuj Nandan (2018), which confirmed the
significant positive relationship between subjective financial knowledge and financial well-
being among emerging adult students in India. The relationship also improves when financial
behaviour is included as a mediator (Kumar Saurabh & Tanuj Nandan, 2018).

Additionally, the latest study by Lind et al. (2020) also concluded that subjective
financial knowledge, specifically individual financial confidence, is more critical than financial
competence in both financial behaviour and financial well-being. The study stressed that
although the best combination of subjective and objective financial knowledge is to have
correspondingly high levels of financial well-being, the results also indicate that subjective
financial knowledge is beneficial for financial well-being. The study is against the conclusion
made by Peters et al. (2019), which mentioned that confidence is only beneficial for an
individual with adequate knowledge. This finding emphasises the critical role of subjective
perceptions of financial knowledge in boosting an individual's financial confidence and,
consequently, financial well-being (Lind et al., 2020).

The same conclusion is reached in the study by Prakash et al. (2022), who acknowledge
the importance of instilling perceived financial knowledge in new employees, particularly
those in technical roles. The findings indicate that a lack of financial confidence contributes
significantly to these individuals' poor financial well-being. This study also supports Hadar et
al (2013)'s recommendation to incorporate subjective financial knowledge into any financial
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knowledge programme or workshop.

Although several global studies have been conducted on the relationship between
subjective financial knowledge and financial well-being, the literature search done by
researchers shows that this relationship is an understudy in the context of local study. To
date, only two local studies have been found to investigate those relationships, which are by
(She et al., 2022; Shahrina and Shafinar, 2021). In the study by She et al (2022), which focused
on Malaysian working adults, subjective financial knowledge was positively related to
financial behaviour and financial well-being. As a result of this finding, working adults who
have higher levels of subjective financial knowledge are more likely to engage in responsible
financial behaviour and demonstrate a higher level of financial well-being than those who
have lower levels of such knowledge. Furthermore, the findings of this study confirm that
individuals with a high level of subjective financial knowledge are less likely to avoid financial
information, which enables them to critically analyse financial knowledge, which could help
them engage in more prudent financial behaviours and achieve greater financial well-being,
as stated by the (Lind et al., 2020).

In conclusion, although a large number of studies have been conducted on the
relationship between financial knowledge and financial well-being, there is still disagreement
in the findings, with a mixed results being discovered. Therefore, a more nuanced
understanding of the relationship between these constructs is required. More importantly,
when it comes to the context of a local study, the majority of the scholars are placing a greater
emphasis on objective financial knowledge and a lesser emphasis on subjective financial
measurement. As a result, there is a gap in the local study because researchers worldwide
believe that subjective financial well-being is more important than objective financial
knowledge, and some believe that the impact is more significant than that of financial
competence. Therefore, this is an excellent opportunity for local researchers to investigate
financial knowledge not only as a cognitive assessment but also as a subjective assessment to
confirm the relationship with financial well-being. Based on the analysis and argument
presented above, the following hypothesis is developed:

H1: There is a positive relationship between subjective financial knowledge and financial well-
being

Financial Behaviour and Financial Well-being

Financial behaviour is a term used to evaluate an individual's financial management
and how an individual reacts and makes decisions based on the financial information obtained
(Marsh, 2006). Xiao (2008) stressed that financial behaviour is an individual character trait
relevant to money management, focusing on what someone does about their money, such as
income utilization, saving precaution, and debt control. Financial behaviour also comprises
other dimensions such as financial planning, investment, and risk management (Husniyah &
Fazilah, 2011).

Mugenda et al (1990) measured financial well-being using financial satisfaction among
US residents in the earlier study. The result showed that individual solvency and financial
behaviour are positively related to financial satisfaction and that good financial behaviour
practises lead to financial and career satisfaction. Not only that, but another study on the
effects of financial behaviour also proved that financial behaviour is positively related to the
preparation for financial emergencies (Mugenda et al., 1990).
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The same result was also indicated by Joo and Grable (2004) who concluded the
positive direct effect between financial behaviour and financial satisfaction. According to the
study, an individual that practices proper financial behaviour will achieve a higher level of
financial well-being. Both studies led to the conclusion that financial behaviour is the
dominant contributor to an individual's financial well-being status (Joo & Grable, 2004). The
impact of financial satisfaction goes beyond other variables such as socio-economic
characteristics.

Consistent with the above studies, the current trend of the current researcher also
came up with similar results despite employing different respondents or measurements. For
example, the study by Stromback et al (2017; 2020) that utilised financial anxiety and security
to measure financial well-being revealed that financial behaviour is positively related to
financial security but negatively related to financial anxiety. The opposite relationship
between financial behaviours and financial anxiety is in line with the study by Prawitz et al.
(2006), which concluded that financial distress and anxiety were opposite measures of
financial well-being. Furthermore, the recent studies by Briiggen et al (2017); Kempson and
Poppe (2018); Saurabh and Nandan (2018); Oquaye et al (2020); Iramani and Lutfi (2021);
Kavita et al (2021) also highlighted the significant relationship between financial behaviour
and financial well-being.

Many local works also concentrated on the relationship between financial behaviour
and financial well-being and revealed significant results. According to Sabri et al (2013), apart
from income and financial knowledge, financial behaviour is the most influential factor for
financial well-being. The same result was revealed by Mokhtar and Husniyah (2017) in their
study on Malaysian civil servants in Putrajaya, which proved that financial behaviour is a
prominent factor of financial well-being. They suggested that the efficient way to increase
financial well-being is through sound financial management practice. The finding by Mahdzan
et al (2019); the study by AFBES'18 (2018); Othman (2017); Zaiton et al (2018); Falahati and
Paim (2011) also revealed that financial well-being would increase in parallel to positive
financial behaviour. Therefore, based on the above result, the following hypothesis is derived:
H2: There is a positive relationship between subjective financial knowledge and financial well-
being

Financial Behaviour as a Mediator

Existing studies on the determinants of financial well-being have proved that financial
behaviour is the most dominant and consistent factor. However, except for the social
demographic factors, which were proven to affect financial well-being directly, there are
inconsistencies in determining the effect of subjective financial knowledge on financial well-
being (Kempson et al., 2017; Joo & Grable, 2004). According to researchers, these
inconsistencies are due to cultural differences or differences in the socio-economic class of
respondents (Saurabh & Nandan, 2018). This leads to the assumption that middle factors
need to enhance or mediate the relationship between the determinants and financial well-
being.

Although most of the studies have focused on the direct relationship between the
determinants and financial well-being, some indicate that the rules of financial behaviour can
enhance the relationship as mediating factors. For example, the inconsistency in determining
the effect of financial knowledge on financial well-being motivated Kumar Saurabh and Tanuj
Nandan (2018) to investigate the middle rule of financial behaviour between the two
variables. The result revealed the weak influence of financial knowledge on financial well-
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being. However, when financial behaviour is included in the analysis, the impact of financial
knowledge on financial well-being mildly improves.

The same significant result can also be found in the study by Iramani and Lutfi (2021),
which also concluded that financial behaviour mediates the effect of financial knowledge on
financial well-being. Based on the discussion, someone with good knowledge of financial
matters will perform and practice good financial behaviour such as better saving behaviour,
preparing better retirement funds, and not delaying debt payments. Which also concluded
that financial behaviour mediates the effect of financial knowledge on financial well-being.
Based on the discussion, someone with good knowledge of financial matters will perform and
practise good financial behaviours such as better saving behaviour, preparing better
retirement funds, and not delaying debt payments. Therefore, the following hypotheses are
derived:

H3:  The relationship between subjective financial knowledge and financial well-being is
mediate by financial behaviour.

Methodology

A cross-sectional sample survey is used in this study because the data is collected at a
single point in time. It is used to study emerging adults in Malaysia who are between the ages
of 19 and 29. First, a researcher divides people into groups based on where they live in
Malaysia. This group is made up of East Malaysia (Sabah, Sarawak), North (Perlis, Kedah,
Penang), South (Johor, Melaka, Negeri Sembilan), East Malaysia (Terengganu, Pahang,
Kelantan), and West Malaysia. Next, the researcher randomly selected one state through the
ballot representing each region. As a result, Sabah, Pahang, Perak, Selangor, and Melaka were
chosen. Due to time and cost constraints, the main towns representing an urban area and the
second town representing a rural area for each state are then chosen.

The data for this study was gathered via electronic and online surveys. This approach
was chosen after considering a number of factors, including the fact that it is faster and easier
to collect data while also saving time and money. One of the factors considered in choosing
this technique is the pandemic situation, which is COVID-19, which restricts researchers'
movement in areas where the traditional method is challenging to implement. The data is
collected through non-probability sampling techniques used in conjunction with purposive
and quota sampling techniques. Before data collection begins, an enumerator is assigned to
conduct a preliminary quick screening process to ensure that the respondents meet the
research requirements. This process is carried out while data collection is underway.
Emerging adults, full-time workers who have been employed for more than six months, and
those who have the ability to make their own financial decisions are all among the
requirements for eligibility. It is also important to take into account the different socio-
economic characteristics of each person who responds. This is in addition to the mix of people
who have different levels of education, income, and age used to make the samples. A total of
750 papers containing the QR-Code were distributed to eligible respondents in five regions in
Malaysia.

Measures

For measurement, this current study employs the questionnaire of the Financial Well-
being Scale developed by the Consumer Financial Protection Bureau (CFPB, 2017). The
measurement is based on the definition of financial well-being drawn from the perspective
of consumers and practitioners (Consumer Financial Protection Bureau (CFBP), 2017). It
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consists of ten general items of subjective financial well-being rated on a 5-point Likert scale
where one represents "strongly disagree," and five represents "strongly agree." The
measurement is based on having control over day-to-day and month-to-month finances,
having the capacity to absorb financial shocks, being on track to meet financial goals, and
having the financial freedom to make choices that allow enjoyment of life.

This study's general components of financial behaviours include financial planning,
investment, risk management, credit management, cash flow management, and saving.
Financial behaviour was measured using a 5-point Likert scale where one represents "strongly
disagree," and five represents "strongly agree." Most of the items are initially adopted from
Grable and Joo (2004) with 0.74 Cronbach's Alpha.

The variable of financial knowledge entails how the emerging adults’ financial
knowledge influences their financial well-being. The item of financial knowledge is adapted
from Perry and Morris (2005) with 0.91 Cronbach alpha and focuses on the dimension of
subjective financial knowledge. According to expert suggestions, some modifications have
been made to suit the Malaysian context.

Result

Respondent profile

The 500 respondents eligible for analysis represent the approximate proportions of Malaysia's
major ethnic groups, which are 70.4 percent Bumiputera, 21.2 percent Chinese, and 8.4
percent Indian. Out of 500 respondents, mostly are from Pahang (127), Selangor (120), Perak
(95), Melaka (88), and Sabah have the fewest respondents (70). Males account for more than
half of all respondents (54.6 percent), while females are 45.4 percent. The majority of
respondents (46%) are between the ages of 27 and 29. This roughly corresponds to most
emerging adults who have recently entered the labour force and have a stable jobs and
income. Meanwhile, 25% of respondents are in their early adulthood (19-22 years old). The
majority of young adults are still enrolled in college or other postsecondary institutions. As a
result, they do not meet the criteria for participation in this survey. Over 70% of respondents
earn less than RM1000 per month, and only 14.6% earn less than RM1000. The private sector
employs 56.8 percent of respondents, while the rest work in the public sector or are self-
employed.

Construct Reliability and Validity

The current study employs the composite reliability method (CR) to determine internal
consistency reliability. This is because the CR has the ability to quantify indication reliability
differently via the PLS-SEM algorithm, as suggested by (Hair et al., 2014). As a result, reporting
composite reliability is more appropriate, as it depicts individual indicators differently than
Cronbach's alpha, which describes overall reliability. If the CR value for each construct is more
significant than 0.70, the construct's elements have adequate internal consistency reliability
(Hair et al., 2014; Thurasamy et al., 2018). As shown in Table 1, the composite reliability values
for all constructs exceed the desired threshold value of 0.7, indicating that internal
consistency reliability has been met.
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Table 1: Properties of measurement item

ltems Loadings CR AVE
Financial Well-being (FWB) 0.880  0.557
FWB1 | can handle a significant unexpected expense 0.802
FWB2 | am securing my financial future 0.823
FWB3  Because of my money situation, | feel like | will 0.802
never have the things | want in life
FWB4 | can enjoy life because of the way I’'m managing 0.763
my money
FWB5 | am just managing my expenses with my current Item
income deleted
FWB6 | am concerned that the money | have or will save Item
will not last in the long run deleted
FWB7  Giving a gift for a wedding, birthday or another 0.507
occasion would put a strain on my finances for the
month
FWB8 | have money left over at the end of every month  0.770
FWB9 | am unable to pay my bills as and when they fall Item
due deleted
FWB10 My finances control my life 0.768
Financial Behaviour (FB) 0.876  0.541
FB1 | set money aside for retirement. 0.722
FB2 | have a plan to reach my financial goals. 0.702
FB3 | set money aside for savings. 0.785
FB4 | save for emergencies. 0.755
FB5 e Item
I have life insurance.
deleted
FBe I am calm regarding my financial matters. Item
deleted
FB7 | have a weekly or monthly budget that | follow. 0.736
FB8 | invested some money in an investment 0.709
instrument.
FB9S Item
| spend more money than | have. deleted
Subjective Financial Knowledge
FK1 | know about interest rates charged by banks 0.839 0.874  0.557
FK2 | know about borrowing rates charged by financial 0.841
institutions
FK3 | know about the credit report by the Central 0.666
Credit Reporting System (CCRIS) and Credit Tip-Off
Service (CTOS)
FK4 | know how to invest my money in buying shares 0.666
on the stock market
FK5 | know about managing my personal finance 0.738
FK6 | clearly understand the balance on my bank 0.629

statement
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The indicator reliability assessment's objective is to ascertain the degree to which each
latent construct accurately measures what it claims to measure (Urbach & Ahlemann, 2010).
To meet the indicator reliability criteria, the construct must account for at least 50% of the
variance in each indicator. In general, a loading value of 0.4 or greater is acceptable if the total
loading result contributes to an average variance extracted (AVE) score of 0.5 or greater
(Hulland, 1999). During this time period, any loading value of less than 0.4 should be deleted.
According to Hair et al (2017), a loading value of 0.708 or greater indicates that the latent
variable may account for 50% of the indicator variance. On the other hand, the omission of
loading values less than 0.708 can be justified only if the omission improves the composite
reliability of the AVE.

Except for a few indicators, the majority of the items in the indicator reliability
evaluation shown in Table 1 exceed the value proposed by Hair et al (2014), which is greater
than 0.708. Only six indicators, FWB4, FWB5, FWB6, FB5, FB6, and FB9, are eliminated from
the analysis since the composite reliability and the AVE have already reached the threshold
value of 0.50. This is because item deletion is advised when the composite reliability value is
less than 0.5, and item deletion may result in a greater composite reliability value (Hair et al.,
2014; Urbach & Ahlemann, 2010). After removing the identified items, it is possible to
conclude that each of the constructs under consideration met the criteria for reliability and
convergent validity.

The degree to which particular indicators represent the constructs in relation to
indicators measuring other constructs is referred to as convergent validity (Urbach &
Ahlemann, 2010). The AVE value, according to Hair et al (2014), can be used to assess
convergent validity. If each construct has an AVE value of 0.50 or greater (AVE > 0.50), the
convergent validity is regarded satisfactory (Hair et al., 2014). If the AVE value is more than
0.50, the constructs can explain more than half of the variance in its indicators (Hair et al.,
2014). According to Table 1, all of the constructs' AVE values exceeded the threshold value of
0.50, indicating convergent validity, as proposed by Hair et al. (2014).

Discriminant validity displays the degree to which each indicator represents their
construct, while also showing how each construct differs from the others (Urbach &
Ahlemann, 2010). Table 2 shows that discriminant validity is established when the threshold
range of less than 0.85 is fulfilled, with HTMT.85 having a threshold value of 0.85. (Hair et al.,
2014). As a result of this finding, the study can proceed to the structural model approach for
hypothesis testing.

Table 2: Discriminant Validity Heterotrait-Monotrait Ratio (HTMT)

FB FK FWB
FB
FK 453
FWB 540 0.443
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Structural Equation Modelling

The evaluation of the structural model begins by assessing the significance and
relevance of the structural model relationship. The goal of the following stage is to investigate
the suitable estimated path coefficient which reveals the significance of the relationship
between one variable and another. The following procedure is the assessment of the
significance and relevance of the structural model’s relationships, which is done by
determining the significance of the path coefficients of the hypothesised relationships in the
structural model. To identify the statistical significance of the path values of the hypothesised
relationships, the non-parametric bootstrapping procedure with 5000 subsamples is used to
obtain the t-values (Vinzi et al., 2010). Table 3 presents the results of the bootstrapping
procedure.

Table 3: Results of the Significance in Structural Model Relationships

Hypotheses B t-Statistics 95.0% Confidence intervals P-value Result
1 SFK> FWB 0.250 3.785 0.311 0.000 Significant
H2 FB>FEB 0.427 11.794 0.484 0.000 Significant
H3 SFK>FB>FWB 0.193 8.848 0.234 0.000 Significant

Note: B: path coefficient *p<0.05 (one-tailed t > 1.645)

The results of SEM analysis presented in Table 3 show that subjective financial
knowledge had significant positive effects on financial well-being with the (B5 0.260, p <
0.000). In addition, the significant direct relationship also can be found in the relationship
between financial behaviour and financial well-being with a beta value of 0.427 and p-value
of 0.000. Therefore, H1 and H2 are supported.

To test the mediating effect of financial behaviour in the relationship between
subjective financial knowledge and financial well-being, the 'bootstrapping of the indirect
effect method' introduced by Preacher and Hayes (2008) is employed. The result shows that
in the relationship between subjective financial knowledge and financial well-being, a positive
significant indirect effect on financial behaviour has a value of $=0.193, p-values=0.000, and
t-values=9.848. In summary, all the hypotheses proposed in this study were supported.

Discussion

Financial knowledge is measured in this study using a subjective perspective adapted
from self-assessment, which entails what an individual believes or knows about financial
matters (Perry & Morris, 2005). This subjective approach is considered underexplored in local
studies because the majority of them assessed financial knowledge by evaluating cognitive
ability via a series of questionnaires that assessed respondents' correctness, thereby
reflecting their knowledge of finance (Sabri et al., 2012; Mahdzan et al., 2019; Mokhtar &
Husniyah, 2017; Sharif et al., 2020; Zaiton et al., 2018).

The findings of this study indicate that subjective financial knowledge has a statistically
significant effect on financial well-being. Furthermore, the positive relationship between
subjective financial knowledge and financial well-being indicates that individuals who have a
high level of subjective financial knowledge will have a higher level of financial well-being than
those who have a low level of subjective financial knowledge. This finding is consistent with
previous research that has also used a subjective approach to assess financial knowledge (
Robb & Woodyard, 2011; Hadar et al., 2013; Saurabh & Nandan, 2018; Perry & Morris, 2005;
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Riitsalu & Murakas, 2019).

Additionally, this study examines the substantial relationship between financial
behaviour and financial well-being. Consistent with previous research, the findings indicate
that financial behaviour has a beneficial effect on financial well-being (Briiggen et al., 2017,
Iramani & Lutfi, 2021; Kempson & Poppe, 2018). For example, Gutter and Copur (2011)
acknowledged in a study of emerging adult students that financial behaviour is a critical factor
in determining one's level of financial well-being and suggested that in order to have healthy
finances, each component of financial behaviour, such as debt and cash management, must
be improved. Additionally, the study confirmed recent findings by Kavita et al (2021) that
financial behaviour and financial well-being are inextricably linked. These findings also
suggest that financial behaviour plays a significant role in determining an individual's financial
well-being. This is unsurprising, given that the sampled individuals work and have some
control over their respective finances. However, It is critical to remember, that those
unconcerned with prudent financial behaviour will face difficulties in everyday life, let alone
after retirement (Robb & Woodyard, 2011). Although this finding was anticipated, it is still
significant, particularly for newly employed emerging adults in Malaysia.

Finally, this study establishes that financial behaviour moderates the relationship
between financial knowledge and financial well-being. These findings emphasise the critical
role of financial behaviour in determining how these influences on financial well-being are
regulated. This finding is supported by Cera et al (2020) 's finding that financial knowledge
has a significant indirect effect on financial well-being and the mediating role of financial
capability. This finding implies that the function of financial knowledge has a direct effect on
financial well-being and broadens the scope of financial behaviour, which is associated with
financial well-being. In short, sound financial knowledge can help emerging adults improve
their financial behaviour, enabling them to make sound financial decisions that contribute to
their financial well-being.

Contributions and Implications of the Study

Along with enriching existing literature on financial knowledge, the study advances
research by demonstrating that subjective financial knowledge is just as necessary as
objective financial knowledge to improve financial well-being. This finding is consistent with
other research indicating that subjective financial knowledge is a strong predictor of financial
behaviour and well-being. One possible explanation for this finding is that individuals with
subjective financial knowledge are less likely to avoid financial information that could affect
their behaviour or well-being (Barrafrem et al., 2020). This finding establishes a new
perspective on subjective financial knowledge, particularly in local studies, where previous
research has concentrated on objective financial knowledge and its effect on subjective
perception.

Additionally, this study focuses on non-student emerging adults who have worked for
at least six months. This is a novel contribution to the study's context, as most previous
research on financial well-being has concentrated on students and emerging adults. The
current study focuses on emerging adult workers and paints a complete picture of emerging
adults' financial struggles. This is because working emerging adults are distinct from student
emerging adults in that the former has achieved complete financial independence. Instead,
students and emerging adults rely on their parents, government scholarships, or education
loans for financial assistance.
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The revelation that subjective financial knowledge is a significant factor that directly
or indirectly influences financial well-being should be taken seriously. This is because previous
local studies assessing financial literacy placed a greater emphasis on objective financial
knowledge. The current findings emphasise the critical nature of subjective financial
knowledge as an element to consider when assessing financial literacy and its impact on
financial behaviour and well-being. The findings remind interested parties to investigate
potential strategies for improving subjective financial knowledge among emerging adults in
Malaysia. This may be the time for regulatory bodies to develop financial education
programmes that improve financial literacy and motivate individuals to develop subjective
financial knowledge, such as increased confidence in making financial decisions.

Providing positive and authentic experiences to emerging adults is one way to help
them improve their subjective financial knowledge. This method could also be implemented
in Malaysia through AKPK or BNM-led financial literacy campaigns or programmes. This could
be a call for financial educators or innovators to design or develop interactive tools that
provide enjoyable learning experiences. For example, new learning tools that use virtual
money investments can teach people about the stock market.

Preparing emerging adults for subjective financial knowledge awareness and
competence should begin during their academic years, particularly in high school or
university. As a result, universities and schools should do a better job of equipping students
with cognitive financial knowledge that will aid in their comprehension and new learning
styles that will aid in their subjective knowledge improvement. This is because financial
knowledge advancement is inextricably linked to financial confidence advancement.
Confidence in financial matters may aid emerging adults in developing sound financial habits,
thereby improving their financial well-being. The implementation of gamified financial
education programmes in schools and universities is an excellent example of improving an
individual's subjective financial knowledge. By utilising technological advancements and video
games as a teaching tool, these programmes foster problem solving by simulating real-world
scenarios without real-world consequences. This approach complements the emerging adult
learner's style, in which computers and smartphones have become indispensable tools.

Employers bear a similar obligation, as they should ensure that each employee is
aware of their current level of financial knowledge. Numerous strategies can be used when a
financial counsellor or financial advisor is involved. Organizing various programmes such as
financial advisory services, financial training, or financial workshops are all examples of
corporate actions that can improve employees' financial efficiency and ensure a more secure
financial future. It's worth noting that financial security is required for productive work
results. As a result, the importance of employers playing an equal role in resolving this issue
is emphasised.
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