
Introduction
Cicero’s wisdom applies to people today as much as ever. Preparation and 
planning are key parts of financial literacy teaching. Sometimes, things 
change fast. Then, even the most prepared people face trouble. There is 
evidence1 showing people aren’t financially ready during normal times. 
There are also some surprising stories about people’s money matters.2 
The present times are not normal. In this article, we’ll discuss how the 
COVID-19 pandemic has affected young people and their families. But 
we’ll focus on some facts about young people in this time. They have been 
more likely to lose a job or take a pay cut than have older workers. Today, 
52 percent of young adults 18 to 29 years of age live at home.3 We’ll discuss 
some sources of stress about money. We’ll look at some costs and benefits 
of living with family. We’ll also show some help offered in the economy. 
The article will close with notes on being ready for the future. 

Financial Stress
The U.S. economy has had two recessions since the year 2000. Recessions 
lead to a higher unemployment rate. But it’s been over 100 years since 
the United States has been through a global pandemic like COVID-19.4 
COVID-19 has caused a lot of sickness and death. There are big economic 
effects, too, like unemployment. The FRED® graph in the figure shows the 
rises in unemployment during recessions. (The gray bars show recessions. 
Because the most recent recession hasn’t officially ended, that area is 
beige.) The graph shows that when the COVID-19 pandemic started in the 
United States, the unemployment rate spiked quickly. Large parts of the 
economy shut down to slow the virus spread.  

Financial Help 
Some programs are always there for workers who lose their jobs. 
Unemployment compensation is an example. There are many career 
and workforce counseling services, too. The COVID-19 pandemic struck the 
global and U.S. economies quickly. Most people didn’t expect the economic 

Coping With COVID: Crises, Young 
People’s Housing Choices, and 
Preparing in Uncertainty
Kris Bertelsen, Ph.D., Senior Economic Education Specialist

GLOSSARY

Budget: An itemized summary of probable 
income and expenses for a given period. 
A budget is a plan for managing income, 
spending, and saving during a given 
period of time.

Disposable income: The amount of a  
person’s paycheck that is available to 
spend or save.

Explicit cost: A cost that involves an outlay of 
money. A direct expense that a business 
incurs, such as rent, salaries, wages, or 
utility bills.

Implicit cost: An indirect cost that does not 
require an outlay of money; it is measured 
by the value, in dollar terms, of forgone 
benefits.

Opportunity cost: The value of the next-best 
alternative when a decision is made; it’s 
what is given up.

Recession: A period of declining real income 
and rising unemployment; significant 
decline in general economic activity 
extending over a period of time.

Savings goal: A good or service that you 
want to buy in the future.

Unemployment: A condition where people 
are without jobs and actively seeking 
work.

Unemployment insurance (compensation): 
A program providing cash benefits for a 
specified period of time to workers who 
lose a job through no fault of their own.

Unemployment rate: The percentage of 
the labor force that is willing and able to 
work, does not currently have a job, and 
is actively looking for employment. 
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problems. They didn’t expect to lose their jobs. The harsh 
reality happened fast for many workers. The federal 
government took action to pass a law to help. It’s called 
the Coronavirus Aid, Relief, and Economic Security (CARES) 
Act. President Trump signed it into law on March 27, 2020. 
The law made programs to help people and businesses. 
It included a program to pay up to $3,400 per family of 
four. The payments were subject to family income. The 
bill also had money for small businesses to pay costs 
such as payroll and utilities.5 The CARES Act also put off 
payments and interest due on federal student loans 
through September 30, 2020. President Trump stretched 
it through December 31, 2020, with an executive order. 
This was to help student loan borrowers weather COVID-
19’s financial storm.6 Some lenders offered other ways 
to help people hurt by COVID-19. These efforts included 
mortgage payment aid. Some lenders let people take a 
short break from making payments. Some property 
owners let tenants skip rent payments. In some cases, 
they forgave the payments. Most of these actions were 
temporary. Many people were forced to find longer-term 
answers as the pandemic went on.   

Forced to Make Choices
When people lose their jobs, they’re usually forced to 
make big budget changes. This may include less spend-

ing. Budgets include travel, entertainment, transporta-
tion, food, housing, and other costs. Lowering housing 
costs has become a major issue for many young people. 
In normal times, most young people graduate from high 
school and go on to do something else. They may get a 
job or go for more education. Others join the military, or 
they do some combination of these choices. Young adults 
have been especially affected by COVID-19. This is largely 
because many work in service jobs.7 They are also more 
likely to move than people of other ages.8 It’s natural to 
think that when young people move out from their family 
home they don’t return. One might think they’re com-
pletely on their own financially. That is not always the 
case. For example, even before the COVID-19 pandemic, 
about 59 percent of parents said they had helped their 
18- to 29-year-old children with money.9 Returning to 
live at home is not new, either. It happened during the 
Great Depression in the 1930s. Grown children moving 
home is also a recent effect of the COVID-19 pandemic.10 
Colleges began sending students home for remote 
schooling, too. About one-third of colleges have held 
classes mainly or completely online.11 Many young people 
have faced cutbacks at work. They have had limited job 
options. They have been forced to make drastic changes. 
Many have chosen to move back home with family. The 
United States now has its highest share of young adults 
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NOTE: In February 2020 the unemployment rate was 3.5 percent; in April 2020 it was 14.7 percent.
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living at home—52 percent. This is more than the prior 
high of 48 percent in 1940. That is when the first data 
became available.12 There may be benefits to living at 
home. There are also costs.  

No Free Lunch—Living at Home Has Benefits and Costs 
Think of all the money you can save by living with your 
family. You might be able to save for some major pur-
chase—such as a house. Maybe you could pay off some 
debt. You’d likely be able to lower other costs. Obviously, 
paying for one household probably costs less than pay-
ing for two, but it’s not free. There are costs for grown 
children and their families. The financial strain on families 
might include higher household bills. Bills might include 
food, utilities, and insurance. There may be implicit costs, 
too. For example, parents who help their children with 
money may not be able to buy other goods or services 
they want. They may not be able to save as much for 
retirement, either. The opportunity cost of helping chil-
dren with money is whatever their parents have given up 
to support their children. That could mean delaying retire-
ment. It could mean lowering their standard of living in 
the future because of less saving today. Children who 
move back in with parents might work and help pay some 
of the family costs: These are explicit costs. Groceries, 
gas, and other household expenses are examples. There 
may be non-financial benefits and costs of moving in 
with family members, too.

For example, the possible loss of freedom may matter to 
grown children. Even though they are young adults they 
are also still the children. Parents may have expectations 
or rules about their children living in their home. Even 
with grown children, there may be a difference in power. 
This can make it awkward to re-adjust. Parents and fam-
ilies who are used to having their house to themselves, 
for example, must get used to their children being back 
with them. While these day-to-day-living topics might not 
be that important in the grand scheme of life, they do 
impact everyone involved. Benefits of living with family 
might include sharing household tasks such as cooking 
and cleaning, as well as spending more time together. 
Certainly, there are families happy to have their adult 
children back living with them. There are children who 
are happy to be home. However, a lot of adult children 
were forced to move because of their financial situation. 
Many young adults would rather be on their own. Is there 
any way to prevent this financial difficulty?

Budgeting and Preparation 
Planning for the future is important, but financial setbacks 
can happen. The COVID-19 pandemic has demonstrated 
this. COVID-19 has affected some people profoundly. In 
fact, one survey found that nearly 14 percent of Americans 
had completely used all their emergency savings.13 Of 
course, that 14 percent doesn’t account for people who 
had no emergency savings at all. Most financial experts 
suggest having between three to six months’ worth of 
expense money saved for emergencies. There are 
resources online that can help you plan and save. You can 
find emergency fund calculators that might be helpful.14 

Luckily, harsh economic events such as pandemics don’t 
happen often. That doesn’t mean emergencies don’t 
happen. There are steps you can take to help lessen some 
stress about money. One step is to use a budget to man-
age your expenses. With a budget, you’ll know where 
you stand with money. It will help you set and reach 
savings goals. You can only reach savings goals by spend-
ing less. Choose an amount you can afford to save from 
each paycheck. This could be 10 to 15 percent, for exam-
ple. Another step to help you save is to pay yourself first. 
When you pay yourself first, you promise to set money 
aside from each paycheck. Many people do this before 
paying any other bills. Saving this way helps people avoid 
the lure to spend more of their income. Paying yourself 
first helps you live below your means. It works because 
you set aside some disposable income first. You saved 
money you could have spent.

Conclusion
The COVID-19 pandemic’s start and effects show that 
people can’t possibly prepare for everything. It has 
affected many people of all ages in different ways. Lots 
of people have gotten sick. Many older people have died. 
Young people have been affected, too. Federal and state 
agencies responded to the crisis. They helped by adding 
programs, but the pandemic has been broad. Many 
businesses were forced to close briefly. Others closed 
forever. People faced harsh truths about money. Many 
young people lost their jobs. A lot of them moved back 
in with their family. Living with family has benefits and 
costs to all. Costs include explicit, implicit, and opportu-
nity costs. You could also lose the freedom to make 
independent decisions. To help with this, you can use a 
budget. This helps you live below your means. You can 
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save some of your pay by paying yourself first. Those are 
all good habits. They aren’t promises that you’ll have 
enough to keep up your lifestyle through any crisis or 
emergency, but they help. The money you save today 
will be there when needed. It can offset some of the 
effects of any future emergencies. n
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Federal Reserve Bank of St. Louis Page One Economics®: 
“Coping With COVID: Crises, Young People’s Housing Choices, and Preparing in Uncertainty”

After reading the article, answer the following questions:

1.	 Which of the following is the value of the next-best alternative when a decision is made? 

	 a.	 Budget 

	 b.	 Opportunity cost

	 c.	 Unemployment

	 d.	 Recession 

2.	 Which statement about paying yourself first is true?

	 a.	 Paying yourself first means setting aside some of your income before paying other expenses.

	 b.	 Paying yourself first requires you to set aside at least 25 percent of your earned income.

	 c.	 Paying yourself first doesn’t help avoid the temptation to spend more of your income. 

	 d.	 Paying yourself first can only be done through direct deposit through your employer.

3.	 How many months’ worth of household expense money do financial experts recommend people save for  
	 emergencies? 

	 a.	 One to two months 

	 b.	 Two to four months

	 c.	 Three to six months 

	 d.	 Eight to ten months

4.	 What percentage of young adults 18 to 29 years of age live at home since the COVID-19 pandemic?

	 a.	 46 percent

	 b.	 48 percent

	 c.	 50 percent

	 d.	 52 percent

5.	 Which of the following is the best example of an opportunity cost? 

	 a.	 Paying expenses for living in a college dorm 

	 b.	 The additional living expenses families pay when their children move back home 

	 c.	 The costs associated with moving home, such as gasoline, food, etc. 

	 d.	 Parents delaying retirement to help their adult children financially 
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6.	 The CARES Act provided which of the following?

	 a.	 Government forgiveness of all student loan debt 

	 b.	 Stimulus checks of up to $3,400 per family of four  

	 c.	 Suspension of mortgage and interest payments 

	 d.	 Permanent reductions in taxes for businesses 

7.	 According to the article, which of the following is a main reason the COVID-19 pandemic affected younger workers 	
	 more than it did older workers?

	 a.	 Younger workers have less education than older workers.  

	 b.	 Younger workers do not qualify for unemployment compensation. 

	 c.	 Younger workers earn higher wages, so it makes sense to cut their hours.    

	 d.	 Younger workers are frequently employed in the service sector of the economy. 

8.	 Which of the following is a program providing cash benefits for a specified period of time to workers who lose a 	
	 job through no fault of their own?

	 a.	 Unemployment  

	 b.	 Unemployment insurance (compensation) 

	 c.	 Unemployment rate  

	 d.	 Unemployment (CARES) Act

9.	 The majority of young adults 18 to 29 years of age have always lived with parents and families. 

	 a.	 True

	 b.	 False

10.	 Which of the following statements is true?

	 a.	 Using a budget to manage your expenses can help you set and achieve savings goals.  

	 b.	 There aren’t costs outside of financial ones to moving back in with parents and families.

	 c.	 Global pandemics result in increases in the unemployment rate; recessions do not.

	 d.	 The increase in household costs when adult children move back in with parents and families is zero. 


