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GHAPTER ONE

Gen Z is the first generation to have lived their entire preteen
and teen years with social media access. And for young people
like twenty-three-year-old Jacey Insani, being on social media
has even impacted how she spends money. “l do think that
within our generation,” she reflects, “social media has con-
tributed to over-consumerism and others feeling pressured to
buy the nicest and newest things to keep up with trends and
popular items.”®

The urge to be able to imitate the influencers that domi-
nate platforms like TikTok and Instagram by purchasing the
clothing, accessories, and makeup they wear is strong. Using
“buy now, pay later” services such as Afterpay and Klarna also
makes it tempting to purchase items without having the mon-
ey to pay for them now. Insani has learned from using these
services in the past, saying, “I love shopping with my friends,
and it’s really enticing seeing that something is going to cost
cheaper in the moment, but it’s not worth the anxiety | have to
pay that money back.”®

Overspending

Overspending among teens and young adults is common. While
lack of knowledge about personal finance is a contributing fac-
tor, so is the desire to spend money on things such as clothing
that will help them follow trends and fit in with peers. Not having
the money to spend on these items can leave teens feeling left
out or isolated. Teens who are given spending money, rather
than earning it, can also struggle with overspending, especially
if there are no boundaries or limits on what they spend.




“I do think that within our
generation social media
While the influence of friends can be has contributed to over-

strong, so can that of social media influenc- consumerism and others
feeling pressured to buy

ers and social media advertisements. \When )

. the nicest and newest
adult members of Gen Z, those aged eigh- things to keep up with
teen to twenty-seven, were poIIed in 2024 by trends and popular items.”®
the online loan service LendingTree, 65 per- _

—Jacey Insani, twenty-three-year-old
cent said that they had felt pressured by so- former overspender
cial media to buy something that they didn’t
need. Teens, in particular, represent a rich market for many compa-
nies. These companies target them with ads on social media sites
so that they can tap into teen spending power. A 2022 study by the
Harvard T.H. Chan School of Public Health found that combined
Facebook, Instagram, Snapchat, TikTok, X, and YouTube adver-
tisement revenue from American teens under age eighteen was
almost $11 billion. The ease of buying products and services online
also encourages impulsive buying, further simplified by “buy-now-
pay-later” services that encourage teens to purchase items that
they don’t have the money to buy. Truth in Advertising, a nonprofit
focusing on false and deceptive advertising, identifies teens as be-
ing particularly vulnerable to social media advertising, saying:

[Teens] follow the “likes.” This behavior is partly due to the
fact that critical reasoning and decision-making abilities
are not fully developed until the mid-to-late 20s. . . . As
they are exposed to more products through social me-
dia, either through sponsored ads or brand influencers,
the pressure to belong can be a strong motivator to pur-
chase. Teens are more prone to impulse buying, and may
be more inclined to make a sudden purchase to fit in.”

College sophomore Karla Hernandez found that most of her
overspending occurred during her first year of college when her
mother was providing her with a monthly allowance and extra



money whenever she blew through the allowance. She bought
whatever she needed or wanted without really thinking about how
much anything cost. That changed in her second semester in col-
lege, when her parents stopped providing a monthly allowance.
“I came to the realization: OK, | need to spend my money wisely.”
she says, “Knowing that | have $100 in my account doesn’t mean
| need to spend it all. | could put some into my savings and some
of it for emergency, for when | really need it.”®

But how do you keep track of the money you have and the
money you spend? And how do you avoid overspending? The
answer is to create a budget. Erin Gobler is a money coach. She
helps her clients create budgets and make better choices with

A girl films herself
unboxing her online
purchase. Social media
influences teen spending,
often making them feel
pressured to buy things
that they cannot afford.



“Budgeting is one of the
most important things

their money. She says many of her adult cli- you can do to take control
ents express regret that they didn’t start us- of your finances and
ing a budget earlier. This is one reason she  [AEESRIALTIEE

recommends that teens learn about and start —Erin Gobler, money coach
using a budget before they reach adulthood.
“Budgeting is one of the most important things you can do to
take control of your finances and improve your future,” she says.
“Most people don’t start budgeting until far later [in] life and aren’t
convinced to start until they’ve hit financial roadblocks.” Creating
a budget might seem overwhelming, but it really is just a plan to
determine how much money you have coming in and how much
will be going out during a month or pay period or even a year.
Creating a budget begins with determining how much money
you have coming in every month: your income. This can include
money you earn from a part-time job, gifts, and allowance. You
might determine that your income every month is from the two
five-hour shifts you work a week, resulting in an after-tax income
of $480 in a typical month. After determining income, you’ll write
down all the things you spend money on each month: your ex-
penses. If you have records such as bank statements or receipts,
these can be helpful to remember what you have been spending
your money on, but if not, just write down what you remember
and fill in any gaps later. A fixed expense is an expense that is
the same every month, which can include items like car insur-
ance, loan payments, and subscriptions. Other expenses—such
as clothing, eating out, entertainment, gas, and gifts —might vary,
but based on both past spending and how much money you
have available to spend, you can eventually determine a good
amount to budget for those categories as well.

Different Budgeting Methods

There is no one-size-fits-all budget, but there are well-established
budgeting methods that can work for most anyone. The budget
method frequently recommended by personal finance experts is
the 50/30/20 budget. This budget is set up by allocating your
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In-App Purchases Gan Blow Your Budget

Children, teens, and adults are spending hundreds and even thousands of dollars
in an unusual place: the world of apps. The purchases don’t result in any tangible
items but rather virtual upgrades, prizes, and coins in games such as Roblox. In-
app purchases both lend themselves to impulsive buying and blur the line between
real and pretend money, which can make them especially tempting and dangerous
for teens. Jessica Johnson was shocked when she realized that her preteen son
had spent $16,293.10 on in-app purchases. “It’s intentionally designed to be a

brain chemistry experience that one would get as an adult in a casino,” Johnson
says. “It's creating a compulsion to want to keep going. | think that’s what drove
my son to keep pushing the button, get more players, to run faster.” This compul-
sion can quickly turn into overspending to the tune of hundreds or even thousands
of dollars. Teens who want to curb in-app spending should remove credit or debit
cards connected to their accounts, switch off in-app spending, or set a budget
amount for in-app spending and then keep track of purchases.

Quoted in Nicole Pelletiere, “Mom Warns Parents After Son Charges $16K on In-App Game Purchases,” Good
Morning America, December 18, 2022. www.goodmorningamerica.com.

income into percentages: 50 percent of your money should go
toward the things that you need, 30 percent to things that you
want, and 20 percent to savings. Here’s an example of what this
type of budget might look like for a teen who earns $480 a month
from their part-time job. They would first allot 50 percent of that
income, which would be $240, for needs or items that must be
paid every month, such as car insurance, gas, and cell phone
service. Thirty percent, or $144, of this teen’s budget would be
for wants, which could include clothing, subscriptions, hobby
purchases, eating out, and entertainment. This is the category
that has the most flexibility. If you are looking to go shopping for
back-to-school clothing in August, you might dedicate your en-
tire wants budget for the month for that, putting off going to the
movies or fast-food runs. The final 20 percent of the budget, $96,
should be dedicated to savings goals.

This budget method can be a good reminder that items in
the needs column get priority, meaning you might have to rethink
your spending in the wants categories. While this budget method

12
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ORGANIZATIONS AND WEBSITES

Federal Bureau of Investigation (FBI)
www.fbi.gov/how-we-can-help-you/scams-and-safety/common
-frauds-and-scams

The FBI is the federal agency responsible for investigating many
frauds and scams targeting Americans. Its website offers infor-
mation about common frauds and scams and how to file a report
if you are the victim of one.

Fidelity

www.fidelity.com/learning-center/overview

Fidelity is a top brokerage firm, but it also offers a robust learn-
ing center breaking down financial topics in easy-to-understand
terms. Articles, videos, and webinars provide knowledge about
terminology, how to invest, and how to best prepare for your fi-
nancial future.

National Endowment for Financial Education

www.nefe.org

This organization is focused on increasing financial literacy for
Americans. It does this by supporting research on personal fi-
nance education, exploring how K-12 schools can integrate per-
sonal finance into their curriculum, and facilitating gatherings for
researchers, educators, and policymakers in the personal finance
sphere.

Stock Market Game

www.stockmarketgame.org

The Stock Market Game gives teens the opportunity to learn all
about the stock market without any real risk involved, because
they are playing with pretend money. Teens can learn individually,
with friends, or as part of an after-school club. An adult must sign
up for an account for those under age eighteen.
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