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ABSTRACT

Despite the claim that fi nance management could be a potential risk factor to fi nancial behaviours, there is a growing 
need for an in-depth exploration of the characteristics of a household’s fi nance management in the context of fi nancial 
literacy. This paper aims to analyse the level of fi nancial literacy among low-income households (B40) in Malaysia 
based on a review of past literature. This study centres on how social and economic factors such as education level and 
fi nancial well-being infl uence the fi nancial literacy level of B40 households as well as on the interrelationship between 
fi nancial knowledge, fi nancial attitude, and fi nancial behaviour. Design/methodology/approach – Using the PRISMA 
statement, a systematic review was conducted across four databases namely, Scopus, PubMed, Web of Knowledge and 
PsycArticles where research articles with Malaysian household fi nancial literacy as the main feature are considered. 
Twelve articles were selected and two main trajectories were identifi ed: (1) Context at-risk: Financial Literacy of low-
income households (B40), (2) Target at-risk: Financial literacy and fi nancial wellbeing, socioeconomic and 
sociodemographic factors on low-income households (B40). Findings – This systematic review reveals that the fi nancial 
literacy level among B40 households remains low in most developing countries. Various socio-economic and demographic 
factors such as income, marital status and educational attainment infl uence the fi nancial literacy level of B40 households, 
potentially describing the existing relationship between fi nancial literacy, fi nancial well-being, and their contribution to 
the development of socioeconomic status (SES) of B40 households. In the Malaysian context, studies in this area remain 
underdeveloped and disorganized. Relevant studies are often concentrated on basic quantitative investigations. The 
National Financial Literacy Network emerged as the most widely investigated context with the highest risk infl uencing 
fi nancial literacy behaviours. Additionally, low-income households also emerged as a particularly vulnerable category. 
Originality/value – Financial literacy is signifi cant for low-income households (B40) to ensure their fi nancial well-
being. Research in this fi eld can be extended using Structural Equation Modelling (SEM) methods for a deeper 
understanding of the meanings of fi nancial literacy among low-income households (B40).

Keywords: Low-income households (B40), fi nancial literacy, fi nancial wellbeing, level of education, socioeconomic 
status (SES).

ABSTRAK

Walaupun pengurusan kewangan didakwa sebagai faktor risiko kepada tingkah laku kewangan, terdapat keperluan 
yang semakin meningkat untuk penerokaan mendalam mengenai ciri-ciri pengurusan kewangan isi rumah dalam 
konteks literasi kewangan. Manuskrip ini bertujuan menganalisis tahap literasi kewangan dalam kalangan isi rumah 
berpendapatan rendah (B40) di Malaysia berdasarkan ulasan literatur terdahulu. Kajian ini memberi tumpuan kepada 
bagaimana faktor sosial dan ekonomi seperti tahap pendidikan dan kesejahteraan kewangan mempengaruhi tahap 
literasi kewangan isi rumah B40 serta hubungan antara pengetahuan kewangan, sikap kewangan, dan tingkah laku 
kewangan. Rekabentuk/metodologi/pedekatan – Menggunakan penyataan PRISMA, satu kajian sistematik telah 
dijalankan merentasi empat pangkalan data iaitu Scopus, PubMed, Web of Knowledge dan PsycArticles di mana artikel 
penyelidikan dengan literasi kewangan isi rumah Malaysia sebagai ciri utama dipertimbangkan. Dua belas artikel 
telah dipilih dan dua trajektori utama dikenal pasti: (1) Konteks berisiko: Literasi kewangan isi rumah berpendapatan 
rendah (B40), (2) Sasaran berisiko: Literasi kewangan dan kesejahteraan kewangan, faktor sosioekonomi dan 
sosiodemografi  pada isi rumah berpendapatan rendah (B40). Dapatan – Kajian sistematik ini mendedahkan bahawa 
tahap literasi kewangan dalam kalangan isi rumah B40 kekal rendah di kebanyakan negara membangun. Pelbagai 
faktor sosioekonomi dan demografi  seperti pendapatan, status perkahwinan, dan pencapaian pendidikan mempengaruhi 
tahap literasi kewangan isi rumah B40, yang berpotensi menjelaskan hubungan sedia ada antara literasi kewangan, 
kesejahteraan kewangan, dan sumbangan mereka terhadap pembangunan status sosioekonomi (SES) isi rumah B40. 
Dalam konteks Malaysia, kajian dalam bidang ini masih kurang berkembang dan tidak tersusun. Kajian yang relevan 
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sering tertumpu pada penyiasatan kuantitatif asas. Rangkaian Literasi Kewangan Kebangsaan muncul sebagai konteks 
yang paling banyak disiasat dengan risiko tertinggi yang mempengaruhi tingkah laku literasi kewangan. Selain itu, isi 
rumah berpendapatan rendah juga muncul sebagai kategori yang sangat terdedah. Keaslian/nilai – Literasi kewangan 
adalah penting untuk isi rumah berpendapatan rendah (B40) bagi memastikan kesejahteraan kewangan mereka. Kajian 
dalam bidang ini boleh diperluaskan dengan menggunakan kaedah Pemodelan Persamaan Struktur (SEM) untuk 
pemahaman yang lebih mendalam tentang makna literasi kewangan dalam kalangan isi rumah berpendapatan rendah 
(B40).

Kata kunci: Isi rumah berpendapatan rendah (B40), literasi kewangan, kesejahteraan kewangan, tahap pendidikan, 
status sosioekonomi (SES).

INTRODUCTION

The increasing complexity of extensive fi nancial products and services available in the marker complicates the task of 
money management especially for those in low-income households (B40). In Malaysia, there is an abundance of fi nancial 
products even for lower-income individuals, providing them with alternatives e.g. bank account can be opened without 
minimum deposit (Central Bank of Malaysia, 2020; Jabatan Perangkaan Malaysia, 2016b). Understanding the fi nancial 
world and having basic fi nancial knowledge allows an individual to make decisions on the best fi nancial products. Lee 
May Poh & Mohamad Fazli Sabri (2017) stressed the need for fi nancial competence (fi nancial literacy) as the responsibility 
for investing and saving has shifted from government, employers (Singhal & Singh, 2020) and parents (who are concerned 
about their own retirements) (Deb, 2020) onto individuals. Studies have shown evidence for a lower level of fi nancial 
literacy particularly among youth  (Agarwalla et al., 2013; Lusardi et al., 2010; Van Rooij et al., 2011), raising serious 
issues about an individual’s capability in securing his fi nancial well-being. The changing needs of the individual and the 
dynamic nature of fi nancial products pose a dire need for continuous update of fi nancial literacy among individuals across 

age groups (Goyal & Kumar, 2021).

INTRODUCTION

The increasing complexity of extensive fi nancial products 
and services available in the marker complicates the task 
of money management especially for those in low-income 
households (B40). In Malaysia, there is an abundance of 
financial products even for lower-income individuals, 
providing them with alternatives e.g. bank account can be 
opened without minimum deposit (Central Bank of 
Malaysia, 2020; Jabatan Perangkaan Malaysia, 2016b). 
Understanding the fi nancial world and having basic fi nancial 
knowledge allows an individual to make decisions on the 
best fi nancial products. Lee May Poh & Mohamad Fazli 
Sabri (2017) stressed the need for fi nancial competence 
(fi nancial literacy) as the responsibility for investing and 
saving has shifted from government, employers (Singhal 
& Singh, 2020) and parents (who are concerned about their 
own retirements) (Deb, 2020) onto individuals. Studies have 
shown evidence for a lower level of fi nancial literacy 
particularly among youth  (Agarwalla et al., 2013; Lusardi 
et al., 2010; Van Rooij et al., 2011), raising serious issues 
about an individual’s capability in securing his fi nancial 
well-being. The changing needs of the individual and the 
dynamic nature of fi nancial products pose a dire need for 

continuous update of fi nancial literacy among individuals 
across age groups (Goyal & Kumar, 2021).

Several government bodies and organisations have 
attempted to improve fi nancial literacy at the individual 
level in their respective countries. In Australia, the 
Australian Securities and Investment Commission is 
launched (ASIC, 2011) while New Zealand developed the 
National Strategy for Financial Literacy (Hendriks, 2010). 
The Malaysian National Strategy for Financial Literacy 
(2019-2022)  is entrusted to undertake eff orts to improve 
financial literacy in the country. Financial literacy is 
important for both developing economies and developed 
economies as these countries endeavours to improve the 
fi nancial well-being of their citizens. Financial literacy is 
considered a means of expediting fi nancial well-being, 
facilitating the households with day-to-day fi nancial tasks, 
dealing with a fi nancial emergency and even lifting certain 
groups from the clutches of poverty (Ouachani et al., 2021). 

The lack of fi nancial well-being can strongly aff ect the 
socioeconomic status (SES) of specifi c groups (Kusairi et 
al., 2019; Mayan et al., 2017). According to  Bank Negara 
Malaysia, (2020) and Jabatan Perangkaan Malaysia, 
(2016b): 40% of Malaysian households earn an average 
monthly income of below RM4830, indicating that their 
socio-economic status is well below a low level, reinforcing 
their need to improve their SES through fi nancial literacy. 
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The Eleventh Malaysian Plan focuses on improving the 
living standards of the B40 household group and increasing 
the SES of B40 households (Mayan et al., 2017; Mohd. 
Amim Bin Othman, 2017; Siwar et al., 2019).

Khalid (2016) argues that the B40 households require 
economic balance and access to gain information and 
fi nancial management knowledge, subsequently achieving 
fi nancial well-being. Thus, fi nancial well-being is a key 
element in measuring the achievement of socio-economic 
status or well-being. Therefore, the Malaysian government 
through the theme “Tethering People’s Growth” in the 
Eleventh Malaysia Plan centres on increasing the income 
and fi nancial well-being of B40 households. This eff ort is 
implemented through the fi rst strategic thrust of the 11MP 
in enhancing a just society (Ministry of Economic Aff airs, 
2018; Ministry of Economic Aff airs Malaysia, 2019; Unit 
Perancang Ekonomi, 2015). In the Financial Education 
Network (FEN) report, fi nancial education encompasses 
fi nancial literacy that involves imparting ‘money wise’ 
knowledge to households to achieve fi nancial well-being 
and drive to improve their SES (Financial Education 
Network, 2019). In order to secure a higher number of 
Malaysians who are fi nancially literate especially among 
B40 households in Malaysia, various aspects such as 
poverty, fi nancial management, fi nancial education and 
fi nancial literacy need to be considered (Bank Negara 
Malaysia, 2019a, 2020; Ministry of Economic Aff airs, 2018; 
Ministry of Economic Aff airs Malaysia, 2019).

METHODOLOGY

This study attempts to provide an up-to-date review of 
studies on fi nancial literacy among low-income households 
(B40) in Malaysia. The focus on Malaysian households is 
decided according to the economic crisis characterised by 
geographical, social, political and cultural determinants, 
which have specific consequences on the individual, 
relational and societal level. These dimensions are 
manifested in the B40 households, diff erentiating them from 
other types of households around the world. 

INCLUSION/EXCLUSION CRITERIA

To be included in this review, studies need to meet the 
following inclusion criteria: 

1. published between 2008 and 2020;
2. written in English; 
3. economic, business, and social science articles 

reporting the issue of fi nancial literacy behaviour 
among B40 households in Malaysia; 

4. studies that mention fi nancial literacy in the 

context of socioeconomic status of households 
including books, PhD theses, book chapters and 
editorials. 
Research articles that are not peer-reviewed will be 

excluded to mitigate pervasive data quality issues. The 
timeframe of the previous 10 years of research was selected 
to identify possible gaps and growth in the research fi eld.

DATA SOURCE AND SEARCH STRATEGY

The present study adheres to the PRISMA guidelines where 
the databases: Scopus, PubMed, Web of Knowledge and 
PsycArticles were searched. The following combinations 
of search terms were utilised: fi nancial literacy OR low-
income households OR financial wellbeing AND 
socioeconomic status (SES) OR determinants of fi nancial 
literacy OR socioeconomic factors and fi nancial literacy 
OR finance management OR financial education. The 
abstracts for all these studies were extracted using the search 
strategy and is included or excluded based on the above-
stated criteria. 

SELECTION OF ARTICLES

Figure 1 presents the selection process of the relevant 
studies for the purpose of the systematic review. The initial 
database search yielded 381 articles where 276 were 
removed because they are either duplicates or irrelevant. 
The articles were fi rst screened by title and abstract by two 
independent reviewers. The full text of the remaining 105 
studies was then independently examined by the same 
reviewers to ensure that the inclusion/exclusion criteria are 
met. A total of 12 articles that qualifi es for analysis were 
then selected. 

Figure 1. Flow diagram of study selection.
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Table 2.2 Research trajectories
  Context at-risk: Financial Literacy of low-income 

households (B40)
Target at-risk: Financial literacy and fi nancial wellbeing, 

socioeconomic and sociodemographic factors of low-
income households (B40)

32 studies

Central of Bank Malaysia (2020)
Department of Statistics Malaysia (2020)

Economic Planning Unit, 12th Malaysia plan (2015)
OECD (2013)
OECD (2019)

Potrich et al. (2016)
Agarwalla et al. (2013)

Lusardi et al. (2010)
Jariwala (2013)

Financial Education Network (2019)
Aqmin et al. (2018)

Atkinson & Messy (2012)
Garg & Singh (2018)

Remund (2010)
Van Rooij et al. (2011)
Mustapha et al. (2018)

Azam et al. (2018)
Hoe. Kock (2015)

Mansur et al. (2015)
Sang (2020)
Wai (2016)

Allgoods & Walstad (2013)
Zarinah Arshat (2018)

Yunus (2020)
Azmal et al. (2017)

Hassan Sabri & Alwi (2019)
Sawandi et al. (2018)

Beckman (2019)
Mayan et al. (2017)

Lewis Mandell (2011)
Klapper et al. (2012)

Herd et al. (2012)

14 studies

Siwar et al. (2019)
Kusairi et al. (2019)

Bucher-Koenen et al. (2015)
OECD (2019)

Ute Filipiak (2015)
Rodrigo Garcia (2018)

Annamaria Lusardi (2011)
Huang et al. (2013)

Nkundabanyanga et al. (2014)
Mahdzan et al. (2019)
Abdullah Yusof (2019)

Candiya (2017)
Mohd. Amin (2017)
Fazli et al. (2017)

DISCUSSION

CONTEXT AT RISK: FINANCIAL LITERACY OF 
LOW-INCOME HOUSEHOLDS (B40)

The fi rst trajectory includes a wide range of research that 
investigated the three dimensions of fi nancial literacy: 
fi nancial knowledge, fi nancial behaviour and fi nancial 
attitude of B40 households, demonstrating a high prevalence 
of fi nancial literacy programmes by Financial Education 
Network in Malaysia, emerging as a particularly “at-risk” 
context. 

Households are defi ned as individuals who live in the 
same household and make economic decisions together. 
B40 households refer to the 40% of Malaysian households 
that earn the lowest income. In general, the average family 

income in 2019 is less than RM3,860 while in 2020, this 
income increases to RM4850. The B40 household category 
consists of four income groups, namely B1 (less than 
RM2500), B2 (RM2,501-RM3,170), B3 (RM3,171-
RM3,970) and B4 (RM3,971-RM4,850), (Central of Bank 
Malaysia, 2020; Department of Statistics Malaysia, 2020). 
The classifi cation of total household income earned in 
Malaysia involves three groups namely the B40, M40 and 
T20 (Department of Statistics Malaysia, 2016a). The B40 
group consist of households with an income of RM4,360 
and below while the households in the M40 and T20 groups 
have incomes of RM4,361-RM9,619 and RM9, 620 and 
above respectively  (Department of Statistics Malaysia, 
2016a).

These classes are determined based on income line 
which has long been employed in Malaysia. The Poverty 
Line Income (PGK) has been used to measure poverty since 
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1970 where the limitation of this categorisation is that it is 
based on income only. Although PGK can determine the 
category of poverty, it cannot account for the proper 
description of what poverty entails, preventing a detailed 
discussion of the situation faced by B40 households (Siwar 
et al., 2019). 

The term fi nancial literacy was fi rst coined in 1787 in 
the USA, in John Adams’ letter to Thomas Jefferson, 
admitting the need for fi nancial literacy to overcome the 
confusion and widespread distress in America due to 
ignorance towards credit, circulation, and nature of coin by 
Financial Corps (International Monetary Fund, 2016). 
Subsequently, the term fi nancial literacy is repetitively used 
by diff erent researchers, organizations and governments 
and discussed diff erently (Angela A. Hung, Andrew M. 
Parker, 2009). Remund (2010) who reviewed past studies 
since 2000 considered conducting research on fi nancial 
literacy a huge challenge as there is no well-defined, 
standard defi nition of fi nancial literacy in the literature. 
Some researchers (Lusardi et al., 2010; Mokhtar et al., 2018) 
consider financial literacy synonymous with financial 
knowledge, conceptualising financial literacy as the 
knowledge of basic fi nancial concepts and the ability to do 
simple calculations. On the other hand, Angela A. Hung, 
Andrew M. Parker (2009) and  Lewis Mandell and Linda 
Schmid Klein (2011) defi ned fi nancial literacy as “the ability 
to evaluate the new and complex fi nancial instruments and 
make informed judgments in both choice of instruments 
and extent of use that would be in their own best long-run 
interests”. Hasler & Lusardi (2017)  highlight the importance 
of debt literacy as a component of fi nancial literacy where 
it refers to the ability to make simple decisions regarding 
debt and applying knowledge of interest compounding to 
real-life situations. A widely accepted comprehensive 
defi nition by Organization for Economic Co-operation and 
Development (OECD) describes financial literacy as 
“knowledge and understanding of fi nancial concepts and 
risks, and the skills, motivation and confi dence to apply 
such knowledge and understanding in order to make 
eff ective decisions across a range of fi nancial contexts, to 
improve the fi nancial well-being of individuals and society, 
and to enable participation in economic life” (Financial 
Education Network, 2019, p.7). OECD focus on three basic 
comprehensive dimensions of fi nancial literacy: fi nancial 
knowledge, financial behaviour, and financial attitude 
(Atkinson & Messy, 2012; Morgan & Trinh, 2019; OECD, 
2013, 2019). 

Many researchers employ the financial literacy 
conceptual models proposed by OECD and Lusardi. It is 
evident through these models that individuals with high 
fi nancial literacy possess better performance with numbers 
(Agarwalla et al., 2013; Atkinson & Messy, 2012; Lusardi 

et al., 2010; Van Rooij et al., 2011)  savings (Agarwalla et 
al., 2013; Atkinson & Messy, 2012; Jariwala, 2013; Klapper 
et al., 2012), earnings on savings, identifying better interest 
rates (Deufl hard et al., 2015), risk diversifi cation (Agarwalla 
et al., 2013; Atkinson & Messy, 2012; Lusardi & Mitchell, 
2014) and risk tolerance (Jariwala, 2013; K. M. Yu et al., 
2015). Researchers also reported that fi nancially literate 
individuals have lower infl ation expectations (Bruine de 
Bruin et al., 2010), possess an understanding of the impact 
of infl ation on return (Agarwalla et al., 2013; Atkinson & 
Messy, 2012; Lusardi & Mitchell, 2014) usually borrow at 
a low cost and pay attention to fees (Annamaria Lusardi, 
2011; Bucher-Koenen et al., 2017; Moore, 2004) besides 
feeling more empowered to make investment decisions and 
have proper spending behaviour (Jariwala, 2013).

Furthermore, financially literate individuals also 
possess debt literacy (Annamaria Lusardi, 2011) and 
understand the concept of interest compounding (Lusardi 
et al., 2010; Van Rooij et al., 2011) and time value of money 
(Agarwalla et al., 2013; Atkinson & Messy, 2012). They 
also tend to plan their retirement (Bucher-Koenen et al., 
2017; Lusardi et al., 2010; Lusardi & Mitchell, 2014; Van 
Rooij et al., 2011), have higher spending capacity (Klapper 
et al., 2012), participate in stock markets and formal 
fi nancial markets (Bucher-Koenen et al., 2017; Klapper et 
al., 2012; Van Rooij et al., 2011)  and are less likely to 
experience low spending capacity during a crisis (Klapper 
et al., 2012). In this sense, they are better at facing 
macroeconomic and income shocks (Bucher-Koenen et al., 
2017; Klapper et al., 2012). (Huston, 2010) further 
discovered that fi nancially literate credit cardholders have 
no intention to use their card as a borrowing instrument and 
were not concerned about borrowing costs. (Salleh, 2015) 
found that non-welfare recipients are more likely to give 
correct responses to fi nancial literacy questions as compared 
to welfare recipients in Brunei. 

The low level of fi nancial literacy is prevalent among 
US consumers (Huston, 2010), developed economies 
(Lusardi et al., 2010), youth in the USA, the Netherland 
and Germany (Bucher-Koenen et al., 2017), students from 
well-developed market economies in a survey of OECD 
countries (Nicolini & Haupt, 2019) and in India as well as 
Indonesia (Shawn Cole, 2009). This phenomenon is also 
observed among investors in Gujarat (Jariwala, 2013) and 
in the low level of debt literacy among Americans 
(Annamaria Lusardi, 2011). (Agarwalla et al., 2013) 
proposed a model of fi nancial literacy involving three 
comprehensive dimensions of fi nancial literacy: fi nancial 
knowledge, fi nancial attitude, and fi nancial behaviour.
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FINANCIAL KNOWLEDGE: DATA AND 
RESEARCH

A financially literate person will possess the basic 
knowledge of key fi nancial concepts (OECD, 2013). It is a 
key dimension of fi nancial literacy (Huston, 2010) and is 
considered synonymous with fi nancial literacy (Bucher-
Koenen et al., 2017; Hilgert et al., 2003; Huang et al., 2013; 
Lusardi et al., 2010) Various researchers have conceptualized 
the term fi nancial knowledge by considering diff erent 
content areas. (Huang et al., 2013) consider financial 
knowledge as an individual’s understanding of fi nancial 
concepts while (Huston, 2010) identify four main 
components of fi nancial knowledge: basic money concepts, 
saving or investment, borrowing and protection concepts. 
(OECD, 2013) states that fi nancial knowledge constitutes 
the understanding of fi ve basic dimensions namely, simple 
interest, compound interest, time value of money, impact 
of infl ation on price levels and impact of infl ation on 
investment returns. Meanwhile, (Lusardi et al., 2010) found 
that the fi nancial knowledge of Americans include – interest 
rate calculation, infl ation and working of risk diversifi cation. 

(Herd et al., 2012) measured fi nancial knowledge as 
an individual’s knowledge of his own fi nancial situations 
and treated it as a pre-requisite in making eff ective fi nancial 
decisions. In examining the fi nancial knowledge of Indians, 
(Ute Filipiak, 2015) used general fi nancial knowledge 
questions (regarding government guarantees for deposits 
in national banks, the current value of their investments) 
and specifi c fi nancial knowledge questions (regarding credit 
card, Kisan card). Individuals with high fi nancial knowledge 
tend to understand better the basic financial concepts 
(Agarwalla et al., 2013; Atkinson & Messy, 2012; Lusardi 
et al., 2010; Remund, 2010; Van Rooij et al., 2011), interest 
compounding (Agarwalla et al., 2013; Annamaria Lusardi, 
2011; Huang et al., 2013; Lusardi et al., 2010; Van Rooij et 
al., 2011)  time value of money (Agarwalla et al., 2013; 
Atkinson & Messy, 2012; Van Rooij et al., 2011) impact of 
infl ation on price levels (Agarwalla et al., 2013; Atkinson 
& Messy, 2012; Huang et al., 2013; Lusardi et al., 2010; 
Van Rooij et al., 2011), impact of infl ation on investment 
returns (Agarwalla et al., 2013; Atkinson & Messy, 2012; 
Huang et al., 2013; Van Rooij et al., 2011), numeracy 
(Agarwalla et al., 2013; Atkinson & Messy, 2012; Lusardi 
et al., 2010; Van Rooij et al., 2011; K. M. Yu et al., 2015), 
relationship between risk and return (Agarwalla et al., 2013; 
Atkinson & Messy, 2012), role of diversifi cation in risk 
reduction (Agarwalla et al., 2013; Atkinson & Messy, 2012; 
Huang et al., 2013; Lusardi et al., 2010), and credit card 
issues (Annamaria Lusardi, 2011). They also have a high 
self-perceived fi nancial knowledge (K. M. Yu et al., 2015). 

The B40 households in Malaysia possess a low level 
of financial literacy knowledge, (Financial Education 
Network, 2019; Mahdzan et al., 2019; Siwar et al., 2019). 
The overall income inequality continues to decline due to 
the increase in the monthly expenditure of B40 households.  
The Family Well-Being Index states that well-being has 
improved in the year 2016, but remains at a moderate level. 
. Despite the reported progress, challenges in strengthening 
household inclusion still exist including the low economic 
participation of B40 households, limited ownership of 
Bumiputera fi nancial and non-fi nancial assets, increased 
inequality growth and population between states/regions as 
well as between urban and rural areas. The Financial 
Education Network (FEN) outlined fi ve major challenges 
faced by Malaysian B40 households with the fi rst issue 
being the low level of confi dence in fi nancial knowledge 
among B40 households.

FINANCIAL ATTITUDE: DATA AND 
RESEARCH

Financial attitude is the predisposition to behave in a 
particular manner due to economic and non-economic 
beliefs possessed by an individual on the outcome of certain 
behaviours (Ajzen, 1991). Attitude and preferences are vital 
components of fi nancial literacy (OECD, 2013) where 
individuals with high fi nancial attitude are more likely to 
have a positive attitude towards planning (Agarwalla et al., 
2013; Atkinson & Messy, 2012; Garg & Singh, 2018; 
Lusardi et al., 2010; Lusardi & Mitchell, 2014; Nuraini 
Abdullah & Mohamad Fazli Sabri, 2016; Remund, 2010; 
Van Rooij et al., 2011), lower infl ation expectations (Bruine 
de Bruin et al., 2010), more propensity to save (Atkinson 
& Messy, 2012), Agarwalla et al., 2013), less propensity to 
consume (Agarwalla et al., 2013; Atkinson & Messy, 2012) 
and have high-risk tolerance (K. M. Yu et al., 2015). (Van 
Rooij et al., 2011) argued that Dutch households did not 
exhibit a positive fi nancial attitude for retirement planning 
where only a small group (12.9%) considered retirement a 
lot. (Agarwalla et al., 2013) observed that, almost half of 
the working young respondents in India display a positive 
attitude towards fi nancial planning and a low propensity to 
consume. The problem faced by B40 Malaysian households 
is the rising cost of living and debt burden (Aqmin et al., 
2018) leading to have diffi  culties in managing their (Nor, 
2019; Siwar et al., 2019; Unit Perancang Ekonomi, 2015). 
(Abdullah Yusof, 2019) found ethnic diff erences in fi nancial 
vulnerability among Malaysians where Malays and Indians 
are more vulnerable when compared to Chinese since socio-
economic factors, financial attitudes and financial 
behaviours also infl uence their fi nancial stability.
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According to a report by Bank Negara Malaysia and 
the Financial Education Network, one in ten Malaysians 
believe that they are not disciplined in managing their 
fi nances Approximately 84% of Malaysians claim that they 
only regularly save for the short term as they often withdraw 
their savings by the end of the month to cover their expenses 
– 43% of their income are spent on receiving health care 
while 39% is spent on buying groceries (Bank Negara 
Malaysia, 2019b, 2020; Financial Education Network, 
2019). Additionally, B40 households encounter a challenge 
that is considered a fi nancial literacy factor, the readiness 
for unexpected life events  (Financial Education Network, 
2019). Findings reported by (Mustapa et al., 2018; Rahman 
et al., 2015; Yusof et al., 2015) align with the issues outlined 
in the Malaysian National Financial Literacy Strategy 
(2019-2023). As many as 52% of Malaysians fi nd it diffi  cult 
to come up with RM1,000 in the event of an emergency 
while only 24% are able to cover their three-months living 
expenses should they lose their main source of income. B40 
households in Malaysia that stem from fi nancial literacy 
factors is the ineff ectiveness of planning for retirement. 
Financial reports from(Bank Negara Malaysia, 2019b; 
Financial Education Network, 2019) and the works of 
(Azam et al., 2018; Hoe Kock, 2015; Mansor et al., 2015; 
Sang, 2020; Wai, 2016) also confi rm that low-income 
households are less knowledgeable in planning for 
retirement in old age, preventing them from enjoying 
fi nancial well-being and aff ecting their SES.

FINANCIAL BEHAVIOUR: DATA AND 
RESEARCH

The way in which a person behaves will signifi cantly 
infl uence his fi nancial well-being, thus, it is imperative to 
understand the behavioural dimension within the fi nancial 
literacy measure (OECD, 2013). Individuals with high 
fi nancial behaviour are more likely to participate in the 
stock market and formal fi nancial markets (Bucher-Koenen 
et al., 2017; Klapper et al., 2012; Van Rooij et al., 2011), 
actively  work on their savings  (Agarwalla et al., 2013; 
Atkinson & Messy, 2012; Klapper et al., 2012)  make timely 
payment of bills  (Agarwalla et al., 2013; Atkinson & Messy, 
2012) carefully evaluate fi nancial products, (Agarwalla et 
al., 2013; Atkinson & Messy, 2012) prefer savings than 
borrowings at time of crisis (Agarwalla et al., 2013; 
Atkinson & Messy, 2012), self-assess the aff ordability of 
products (Agarwalla et al., 2013; Atkinson & Messy, 2012), 
plan for retirement (Herd et al., 2012; Lusardi et al., 2010; 

Van Rooij et al., 2011), accumulate and manage assets well 
(Herd et al., 2012; Van Rooij et al., 2011) and prefer low-
cost borrowing (Agarwalla et al., 2013; Atkinson & Messy, 
2012; Huston, 2010; Klapper et al., 2012). They also plan 
and monitor their household budget and personal savings 
(Agarwalla et al., 2013; Annamaria Lusardi, 2011; Atkinson 
& Messy, 2012; Klapper et al., 2012; Remund, 2010), 
besides having a bank account (Klapper et al., 2012) and a 
formal credit (Klapper et al., 2012). They tend to make 
appropriate fi nancial decisions (Bucher-Koenen et al., 2017; 
Remund, 2010) and have high spending capacity (Klapper 
et al., 2012). 

In contrast, (Annamaria Lusardi, 2011) found that only 
one-third of the US population could apply the compound 
interest concept in real-life situations while (Huston, 2010) 
established that those who exhibited low-cost behaviour 
possessed more wealth. (Shawn Cole, 2009) who surveyed 
India and Indonesia, reported less access to bank accounts 
in both countries, i.e., just 12% in India and 41% in 
Indonesia. Both countries have better access to informal 
credit – 64% in  Indian households and 52% in Indonesian 
households. (Agarwalla et al., 2013) found that majority of 
Indian working youth (68%) exhibit desirable fi nancial 
behaviour as they were self-disciplined when dealing with 
household fi nance and personal money. They were also 
more likely to make a timely bill payment, assess the 
aff ordability of products, set fi nancial goals, and carefully 
evaluate fi nancial products.  In times of crisis, they depend 
on their savings or assets instead of taking a loan.  A study 
by (Siwar et al., 2019)  found that the average monthly 
income of rural B40 households increased from RM1,760 
to RM1,969 in the year 2020 while the median monthly 
income increased from RM1,797 to RM2,012 during the 
same period. On the other hand, the average monthly income 
of urban B40 households increased from RM2,928 to 
RM3,262 while the median monthly income increased from 
RM3,095 to RM3,367. The increase in income refl ects the 
overall success of implemented initiatives but there are 
fi nancial problems faced by B40 households that persist 
(Jabatan Perangkaan Malaysia, 2016a, 2020; Ministry of 
Economic Aff airs, 2018). Malaysians belonging to the low-
income group are aff ected by the rising cost of living in the 
past decade  (Kusairi et al., 2019; (Fazli S., Jariah M., Laily 
P., Amin O., 2007; Siwar et al., 2019) where a majority of 
B40 households feel that they cannot achieve their current 
standard of living with their earned income. A large number 
of individuals from this group are forced to do two jobs, 
making them desperate and vulnerable to fi nancial fraud. 
These results were found to align with the fi ndings of the 
survey in OECD countries.
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TARGET AT-RISK:  FINANCIAL LITERACY, 
FINANCIAL WELL-BEING , SOCIOECONOMIC & 

DEMOGRAPHIC FACTORS OF LOW-INCOME 
HOUSEHOLDS (B40)

The second trajectory of research involves studies that 
explore the financial literacy and financial wellbeing, 
socioeconomic and demographic factors and status of 
socioeconomic B40 households, demonstrating a specifi c 
target at risk.

FINANCIAL LITERACY, FINANCIAL WELL-
BEING, AND EDUCATION LEVEL OF B40 

HOUSEHOLD

(Klapper et al., 2012) found that a person who provided 
more correct answers to fi nancial literacy questions were 
more likely to have a bank account while (Annamaria 
Lusardi, 2011) established a strong association between 
debt literacy, fi nancial experiences and over-indebtedness. 
It was found that less knowledgeable Americans suff er from 
excessive debt loads or are doubtful about the appropriateness 
of their debt position, engaged in high-cost borrowing and 
less advantageous fi nancial transactions (Klapper et al., 
2012).  It was also found that they display a high level of 
fi nancial knowledge where high-cost borrowers appear to 
be fi nancially weak and exhibit a low level of fi nancial 
literacy. (Van Rooij et al., 2011) identify a signifi cant 
positive relationship between fi nancial knowledge and 
retirement planning among Netherland households and 
found that financial sophistication boosted retirement 
planning. Furthermore, (Lusardi & Mitchell, 2014) found 
that fi nancially knowledgeable US respondents thought 
about retirement while (Huang et al., 2013) reported that 
having a child positively aff ected respondents’ fi nancial 
knowledge and enhanced f inancial  capabil i ty. 
(Nkundabanyanga et al., 2014) provided empirical evidence 
that in Ugandan SMEs, financial literacy positively 
influences access to formal credit, suggesting that 
Government should aim to promote fi nancial literacy and 
improve their access to fi nance. Furthermore, (Huston, 
2010) identifi ed the need of understanding credit terms and 
markets for making credit decisions while (Van Rooij et al., 
2011) established a strong positive association between 
financial knowledge and attitude towards retirement 
planning. Infl ation expectations were also found to be higher 
among respondents who thought about specifi c prices and 
how to cover expenses (Bruine de Bruin et al., 2010). 
(Allgood & Walstad, 2013) found a signifi cant positive 
association between actual and perceived fi nancial literacy 
and credit card behaviour. Additionally, (Shawn Cole, 2009) 
identifi ed a signifi cant association between fi nancial literacy 

and the immense use of insurance in India and bank accounts 
in Indonesia. Financial literacy is also reported to be a 
signifi cant predictor of fi nancial behaviour in developing 
economies, signalling fi nancial illiteracy as a barrier to 
fi nancial inclusion. (Agarwalla et al., 2013) also found a 
signifi cant positive association between fi nancial knowledge 
and fi nancial behaviour, but a negative relationship between 
fi nancial behaviour and fi nancial attitude. They also reported 
no association between fi nancial knowledge and fi nancial 
attitude.

(Hassan Sabri & Alavi, 2019; Németh & Zsótér, 2019; 
Sawandi et al., 2018) mention in their study that B40 
households face diff erent fi nancial problems over a long 
period of time and would need to possess fi nancial literacy 
knowledge to manage their fi nances wisely and subsequently 
achieve financial well-being and improve their 
socioeconomic status. Thus, B40 households need to be 
educated to independently make wise fi nancial decisions 
besides accessing relevant financial management 
information (Abdullah Yusof, 2019; Maki, 2019; Yusof et 
al., 2015). Furthermore, this also indicates the need to 
understand better the issues faced by B40 households in 
obtaining financial well-being and improving their 
socioeconomic status (Kusairi et al., 2019; Siwar et al., 
2019). The 11MP Mid-Term Review also highlights the 
need for further studies that account for government 
aspirations, economic challenges and current global trends. 
Government eff orts will be focused on stimulating economic 
growth for B40 households particular (Ministry of 
Economic Aff airs, 2018).

A study by (Beckmann, 2019) reported that Malaysians 
generally do not understand fi nancial risks and returns, 
affecting their financial decisions. This argument is 
reinforced by the reports from the Financial Education 
Network 2019 and the economic reports issued by the 
Malaysian government as well as the Central Bank, (Bank 
Negara Malaysia, 2020; Yunus, 2020). A survey on fi nancial 
literacy shows that three out of four Malaysians fi nd it 
difficult to gauge the value of RM1,000, (Financial 
Education Network, 2019). Research by the Financial 
Education Network also demonstrates that a majority of 
Malaysians tend to spend on immediate gratifi cation rather 
than long term savings. Only 40% of Malaysians consider 
themselves unprepared to retire despite the increasing life 
expectancy. Another study showed that a majority of 
Malaysians do not possess a proper budget plan or practise 
fi nancial discipline to manage their expenses and debt 
(Azman et al., 2017). This problem is also discussed in the 
National Financial Literacy Strategy (2019-2023), 
(Financial Education Network, 2019)  and several other 
studies (Arshat et al., 2018; Mayan et al., 2017; Mohamed 
& Xavier, 2015). 

These fi ndings highlight the importance of fi nancial 
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education based on financial literacy to encourage 
consumers to wisely manage their fi nances besides planning 
and managing the risks associated with fi nancial problems. 
Meticulous fi nancial planning can be done either through 
personal fi nancial management or by appointing a qualifi ed 
fi nancial practitioner where personal fi nancial planning is 
a more popular choice in Malaysia.  Many still lack 
understanding of the importance of personal financial 
planning and various benefi ts that may arise from such 
planning (Azman et al., 2017; Financial Education Network, 
2019; Mayan et al., 2017; Zarinah Arshat et al., 2018).  

 The lack of financial knowledge among B40 
households triggers various fi nancial issues preventing them 
from achieving fi nancial well-being and aff ecting their SES 
(Zarinah Arshat et al., 2018). The B40 group of households 
often run out of money before the next paycheque, possess 
no savings with increasing expenses and debt burden. They 
also tend to disregard proper retirement plans and, thus 
require the need of fi nancial assistance. These conditions 
and socioeconomic factors will also burden B40 households 
and aff ect their fi nancial well-being (Kusairi et al., 2019; 
Magesvari et al., 2018; Mayan et al., 2017). The results of 
this study can go hand-in-hand with the Personal Finance 
Education Module issued by Bank Negara Malaysia as it 
involves every Malaysian household. The proposed model 
in this study can also serve as a baseline for MOE in 
integrating fi nancial education elements in both the KSSR 
and KSSM curriculum by providing details to the MOE 
regarding the socioeconomic status of households that can 
aff ect student academic achievements. 

SOCIO-ECONOMIC AND DEMOGRAPHIC 
FACTORS: DATA AND RESEARCH

Researchers(Regina A. Ooko, 2017) found that 
socioeconomic and demographic factors such as age, 
gender, income, family background, and educational 
attainment of an individual also infl uence their fi nancial 
literacy level and the relevant dimensions (financial 
knowledge, fi nancial attitude, and fi nancial behaviour). 

SOCIO-ECONOMIC, DEMOGRAPHIC FACTORS 
AND FINANCIAL LITERACY

Prior research provided evidence that socioeconomic and 
demographic factors infl uence the level of fi nancial literacy 
and its dimensions. Generally, young adults (Agarwalla et 
al., 2013; Annamaria Lusardi, 2011; Jariwala, 2013; Lusardi 
et al., 2010; OECD, 2013; Van Rooij et al., 2011) and older 
adults (Agarwalla et al., 2013; Annamaria Lusardi, 2011; 
Jariwala, 2013; Lusardi et al., 2010; OECD, 2013; Van Rooij 
et al., 2011) displayed a lower fi nancial literacy.  In terms 

of gender, women are more likely to possess low fi nancial 
literacy (Agarwalla et al., 2013; Annamaria Lusardi, 2011; 
Atkinson & Messy, 2012; Klapper et al., 2012; Remund, 
2010), gave more “do not know” response to fi nancial 
literacy questions (Bucher-Koenen et al., 2017), and 
possessed low debt literacy (Annamaria Lusardi, 2011). 
(Lusardi et al., 2010) reveal that the fi nancial literacy gender 
gap among young adults (23-28 years) in the USA. (Shawn 
Cole, 2009) discovered that families with female heads have 
a low level of fi nancial literacy but fi nancial literacy is not 
signifi cantly predicted by gender in India. (Ute Filipiak, 
2015) who surveyed the matrilineal and patriarchal states 
of India,  argued that it is not the environment that makes 
men more knowledgeable than women in terms of fi nancial 
literacy level, but the type of nurturing they receive 
(involvement in making fi nancial decisions). (K. M. Yu et 
al., 2015) calls for more research in uncovering the 
underlying gender diff erences in fi nancial literacy. 

From the perspective of income earning, a higher 
income is directly proportionate to a higher fi nancial literacy 
level (Annamaria Lusardi, 2011). This argument is evident 
as the fi nancial literacy level among the low-income group 
is low (Jariwala, 2013; OECD, 2013). Furthermore, the 
fi nancial literacy among young females (with a college 
degree) is lower compared to a young male (with a college 
degree) (Lusardi et al., 2010). (Shawn Cole, 2009) reported 
a signifi cant positive correlation between cognitive ability 
and fi nancial literacy in India and Indonesia. 

Some studies established a signifi cant relationship 
between fi nancial literacy and educational attainment where 
higher education indicate a higher fi nancial literacy (Lusardi 
et al., 2010; Rodrigo Garcia, 2013; Van Rooij et al., 2011). 
Highly educated people tend to be more fi nancially literate 
(Lusardi et al., 2010). Those with courses in algebra, 
trigonometry, and physics have higher fi nancial literacy. 
The association between fi nancial literacy and education 
level is most signifi cant for known asset values known (Herd 
et al., 2012). A positive relationship between fi nancial 
education and financial literacy was also reported by 
(Lusardi et al., 2010). 

When it comes to marital status, lower fi nancial literacy 
was more prevalent among divorced, widowed or separated 
individuals (Annamaria Lusardi, 2011), young single and 
young married without children  (Jariwala, 2013). However, 
(Shawn Cole, 2009) reported marital status to be an 
insignifi cant predictor of fi nancial literacy in India as well 
as Indonesia. Similarly, there is no signifi cant association 
between fi nancial literacy and employment structure, but a 
significant association exists between years of work 
experience and fi nancial literacy (Jariwala, 2013). In terms 
of family background, individuals with parents with socio-
economic status, were less fi nancial literate (Herd et al., 
2012) while financial literacy and financial advice 
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complement each other from the perspective of socialisation 
(Bucher-Koenen et al., 2017). 

SOCIO-ECONOMIC, DEMOGRAPHIC FACTORS 
AND FINANCIAL KNOWLEDGE 

Young adults  (Allgood & Walstad, 2013; Lusardi et al., 
2010; Van Rooij et al., 2011) and older adults (Allgood & 
Walstad, 2013; Lusardi et al., 2010; Van Rooij et al., 2011) 
possessed low financial knowledge concerning basic 
fi nancial concepts, infl ation, interest compounding and risk 
diversification. (Ute Filipiak, 2015) demonstrated a 
signifi cant positive relationship between age and fi nancial 
knowledge. Women are also more likely to have low 
fi nancial knowledge (Bucher-Koenen et al., 2017; Lusardi 
et al., 2010; Van Rooij et al., 2011) whether it is debt 
(Annamaria Lusardi, 2011), or perceived financial 
knowledge (Bucher-Koenen et al., 2017; T. Yu & 
Richardson, 2015), and lack understanding of critical 
financial concepts such as interest compounding, risk 
diversification, inflation  (Lusardi & Mitchell, 2014), 
numeracy, etc. (T. Yu & Richardson, 2015). As mentioned 
earlier,  (Ute Filipiak, 2015) argued that the lower level of 
fi nancial knowledge among women is mainly due to nurture 
and not nature, i.e. using fewer mass media sources or low 
formal education or lower understanding of the English 
language. 

Thus, in matrilineal (female-dominated) states of India 
– Mizoram, Nagaland and Meghalaya, there is no reported 
gender gap in fi nancial knowledge (as women used to make 
fi nancial decisions in the family). Women in matrilineal 
states performed better than men and women of patriarchal 
(male-dominated) states of India in terms of fi nancial 
knowledge. On the contrary, patriarchal states refl ect a wider 
gender gap in fi nancial knowledge with men having high 
fi nancial knowledge relative. High-income households also 
displayed better fi nancial knowledge (Van Rooij et al., 2011) 
where individuals with higher income tend to possess high 
fi nancial knowledge  (Ute Filipiak, 2015). (Salleh, 2015) 
studied the fi nancial literacy among welfare and non-welfare 
recipients in Brunei found provided empirical evidence of 
the signifi cant positive relationship between earnings, 
money management and retirement planning knowledge. 
In terms of educational attainment, younger women with 
high educational attainment can possess a low level of 
fi nancial knowledge (Bucher-Koenen et al., 2017). A low 
level of fi nancial knowledge is also associated with the less 
educated (Van Rooij et al., 2011; Herd et al., 2012).

Some studies reported a signifi cant positive relationship 
between educational attainment and fi nancial knowledge 
(Lusardi & Mitchell, 2014; Ute Filipiak, 2015) while early 

life experiences (related to cognition and schooling) were 
correlated with late fi nancial knowledge. For respondents 
without a college degree, academic performance shares a 
signifi cant relationship with late fi nancial knowledge where 
mathematics-specifi c skills contribute more to fi nancial 
knowledge than general reading comprehension (Herd et 
al., 2012).On the contrary, some scholars reported no 
signifi cant infl uence of education on fi nancial knowledge 
(Huston, 2010; Lewis Mandell and Linda Schmid Klein, 
2011). Additionally, (Ute Filipiak, 2015) found no 
statistically signifi cant relationship between marital status 
and financial knowledge level in India. In terms of 
employment status, low fi nancial knowledge was prevalent 
among even working women (Bucher-Koenen et al., 2017) 
as well as among the unemployed (Annamaria Lusardi, 
2011). The unemployed tend to do much worse with 
financial literacy questions as compared to the self-
employed or working individuals (Lusardi & Mitchell, 
2014). As for family background, respondents with families 
of high socioeconomic status have less knowledge about 
their asset levels (Herd et al., 2012) while from the 
socialisation perspective, women are more likely to 
approach friends and family for fi nancial advice and not 
fi nancial advisors (Bucher-Koenen et al., 2017). There is a 
signifi cant association between personal fi nancial education 
and financial socialization  (Shim et al., 2009) where 
financial socialization can involve formal or informal 
sources (Bucher-Koenen et al., 2017; Lusardi et al., 2010; 
Shim et al., 2009). According to (Mahdzan et al., 2019), 
B40 individuals or households who want to achieve a strong 
SES need to focus on eff ective fi nancial planning. 

Malaysian National Strategy for Financial Literacy 
(2019-2023) implemented by the Financial Education 
Network consists of several agencies including the Ministry 
of Education Malaysia (MOE), Malaysian National Bank 
(MNB), Securities Commission Malaysia (PIDM), 
Employees Provident Fund (EPF), Malaysia Deposit 
Insurance Corporation, Credit Counselling and Management 
Agency (AKPK) and Permodalan Nasional Berhad (PNB), 
stressed the importance of household fi nancial literacy in 
achieving the aspirations and direction of strong fi nancial 
well -being and SES for family institutions (Financial 
Education Network, 2019). (Kempson, 2009; Potrich et al., 
2016; Sawandi et al., 2018) described fi nancial literacy as 
the fi nancial knowledge, fi nancial attitude and fi nancial 
behaviour of a person who achieved fi nancial well-being, 
leading to a strong SES. Furthermore, the Financial 
Education Network, also further postulates that fi nancially 
literate households can handle fi nancial management and 
planning eff ectively besides making relevant fi nancial 
decisions (Financial Education Network, 2019). 
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SOCIO-ECONOMIC, DEMOGRAPHIC FACTORS 
AND FINANCIAL ATTITUDE 

When it comes to age, it was found that youth are less likely 
to think about retirement (Van Rooij et al., 2011) and tend 
to have a negative attitude towards planning (Lusardi et al., 
2010) while older respondents have higher inflation 
expectations  (Bruine de Bruin et al., 2010). In terms of 
gender, men think more often about retirement planning 
 (Van Rooij et al., 2011), are more risk-tolerant (Ute Filipiak, 
2015; T. Yu & Richardson, 2015), and have a positive 
planning attitude (Lusardi & Mitchell, 2014). Individuals 
with low income also have a relatively higher infl ation 
expectation (Bruine de Bruin et al., 2010). Several studies 
reported a signifi cant association between educational 
attainment and attitude towards retirement planning (Van 
Rooij et al., 2011), as well as between education and 
willingness to take a risk (Rodrigo Garcia, 2013). On the 
other hand, some scholars observed no positive impact of 
studying personal fi nance on fi nancial attitude (Lewis 
Mandell and Linda Schmid Klein, 2011). Respondents who 
have low education levels are more likely to have higher 
infl ation expectations (Bruine de Bruin et al., 2010) while 
single (vs married or living with a partner) individuals are 
more likely to have high infl ation expectations (Bruine de 
Bruin et al., 2010). From the perspective of employment 
status, self-employed individuals displayed a positive 
fi nancial attitude towards retirement planning compared to 
working employees(Van Rooij et al., 2011). 

SOCIO-ECONOMIC, DEMOGRAPHIC FACTORS 
AND FINANCIAL BEHAVIOUR

Financial behaviour tends to evolve (Agarwalla et al., 2013). 
Age signifi cantly predicts the use of formal loans in India 
(Shawn Cole, 2009). Young respondents are more likely to 
have less costly credit card behaviour (Allgood & Walstad, 
2013), and are less likely to plan  (Lusardi & Mitchell, 2014). 
Older respondents were more likely to have more costly 
credit card behaviour (Allgood & Walstad, 2013). In 
contrast, (Huston, 2010) reported that a person’s age does 
not aff ect his ability to access low-cost loans. In terms of 
gender, women are less likely to plan for retirement (Lusardi 
& Mitchell, 2014), and have pension accounts (Herd et al., 
2012) but women in Hong Kong tend to depend on 
themselves due to the rising trend of divorce  (K. M. Yu et 
al., 2015). In this sense, married men are more likely to be 
involved in household fi nancial activities than married 
women (K. M. Yu et al., 2015).  (Shawn Cole, 2009) found 
gender to be a signifi cant predictor in the use of bank 
accounts as well as formal loans in Indonesia but not in 
India. Individuals having high income tend to have a bank 

account   (Klapper et al., 2012) while respondents suff ering 
from a sharp decline in income or have low income tend to 
misjudge their debt load (Annamaria Lusardi, 2011), and 
subsequently engage in retirement planning (Lusardi & 
Mitchell, 2014). Marital status is also a signifi cant predictor 
of access to bank accounts in India  (Shawn Cole, 2009). 
From the perspective of educational attainment, educated 
individuals are more likely to have a bank account  (Klapper 
et al., 2012; Shawn Cole, 2009), earn more income on 
fi nancial investments and retirement savings, have high 
credit scores and are less likely to declare bankruptcy in the 
USA (Shawn Cole, 2009). In contrast, the less educated are 
more likely to have informal credit  (Klapper et al., 2012; 
Shawn Cole, 2009) and no pension account (Herd et al., 
2012). Educated Chilean households are also more likely 
to participate in the fi nancial market and vice versa (Rodrigo 
Garcia, 2013). On the contrary, some studies did not fi nd 
any significant association between education and 
retirement planning (Van Rooij et al., 2011) and between 
studying personal fi nance courses and fi nancial behaviour 
(Lewis Mandell and Linda Schmid Klein, 2011).

In the context of employment status, job stability has 
a direct impact on an individual’s ability to access low-cost 
borrowing (Huston, 2010) while in terms of family 
background, single persons are more likely to have informal 
credit (Klapper et al., 2012). Formal socialization sources 
like schools (Shim et al., 2009) and informal socialization 
sources like family (Lusardi & Mitchell, 2014) impact 
personal fi nancial behaviour the most where decisions 
regarding retirement savings and retirement age are reported 
to be infl uenced by friends, colleagues (Dufl o & Saez, 2002) 
and spouses (Henkens, 1999). respectively. Male workers 
have more spousal support for the retirement savings (K. 
M. Yu et al., 2015). Economic socialization, i.e., 
encouragement to save during childhood has a long-lasting 
impact and infl uences adult economic behaviour (Webley 
& Nyhus, 2006). Parents are role models for their children 
when they save for retirement (Bandura, 1977). 

CONCLUSION

The present study aims to provide an up-to-date literature 
review on the theme of fi nancial literacy in the context of 
Malaysian households. Financial literacy has garnered 
research interest over the years where world economies 
strive to improve the fi nancial well-being of their citizens, 
inducing an increasing awareness for fi nancial literacy. 
Various studies have been conducted addressing diff erent 
dimensions of fi nancial literacy and assessing the impact 
of diff erent socio-economic and demographic factors on 
the impact of fi nancial literacy level. 
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Previous studies reported that in developing countries 
like Malaysia, fi nancial Literacy is generally low. Socio-
economic factors were found to be significant factors 
influencing financial literacy. Economic, social and 
environmental dimensions are among signifi cant factors 
aff ecting the B40 households studied in the survey (Siwar 
et al., 2019). This idea is reviewed and supported by (Azman 
et al., 2017) where they found that economic factors i.e. 
fi nancial well-being and social factors i.e. level of education 
stimulates the probability of household debt and 
indebtedness, reflecting the socio-economic status of 
households. The fi ndings of this study strengthen theories 
related to the concept of fi nancial literacy infl uencing the 
socio-economic status (SES) of the B40 household group. 

In Malaysia, although there are researches that measure 
the level of fi nancial literacy, the construction of a specifi c 
fi nancial literacy model to measure the level of fi nancial 
literacy of B40 households and its influence on the 
achievement of financial well-being remains limited. 
Therefore, a proper model is crucial to understand the level 
of financial literacy and financial well-being of the 
socioeconomic status of B40 households in Malaysia. The 
demographic and socio-economic factors outlined in this 
study can serve as internal and external factors that 
contribute to the development of this model. 

Further research needs to be conducted to adapt the 
elements of fi nancial literacy according to the Malaysian 
context. A fi nancial literacy model needs to be constructed 
based on its eff ectiveness on SES where household fi nancial 
literacy needs to be emphasised (Ali et al., 2016; Financial 
Education Network, 2019; Magesvari et al., 2018; Moreno-
Herrero et al., 2018; Németh & Zsótér, 2019; Siwar et al., 
2019).

Financial literacy is deemed as a major factor because 
households are fundamental decision-makers that are 
considered the country’s economic growth drivers 
(Financial Education Network, 2019), highlighting the need 
for households to be well-equipped with basic fi nancial 
knowledge (Kempson, 2009; Lusardi & Mitchell, 2014; 
Potrich et al., 2016). (Sawandi et al., 2018) mentioned that 
a high level of fi nancial literacy for the B40 household group 
is important to fi nancial well-being in line with the thrust 
emphasized by the Malaysian government on improving 
the socio-economic status (SES) of B40 households.

 To conclude, an extended quantitative investigation 
into the socioeconomic status meanings and functions of 
demographic factors across cultures is needed to integrate 
fi nancial literacy, fi nancial well-being, socioeconomic and 
demographic factors among B40 households.
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