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Three main considerations

« The level of financial and risk literacy is very low

- Disaggregating the evidence: large differences
across countries and demographic groups

Large initiatives and programs are urgently needed
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Financial literacy across the globe (S&P Global Finlit Survey,
2014)
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Only 1 in 3 adults worldwide have basic financial Iitera.cy
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Gender differences in financial literacy around the
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Financial literacy in selected countries in Europe (S&P Global Finlit Survey,
2014)

. Financial literacy
varies a lot within
Europe

. Spain is at 49%,
ltaly at 37% and
Portugal at 26%
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More recent evidence (2017 and 2020)
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Money, financial literacy
and risk in the digital age

2017 report
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Risk literacy is particularly low
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When will the penny drop?

MOMEY, FINANCIAL LITERACY AND RISK IN THE DIGITAL AGE

AVERAGE SHARE OF CORRECT ANSWERS TO
RISK LITERACY QUESTIONS IN 10 COUNTRIES

RISK DIVERSIFICATION 49%

Risk-related
EXPECTED RETURNS concepts

are the most difficult
to grasp and the
least understood

RISK AND RETURN




Risk literacy is low everywhere in Europe

When will the penny drop?

MOMEY, FINAMCIAL LITERACY AND RISK IN THE DIGITAL AGE

Austria, Germany
and Switzerland
top the ranking in financial
and risk literacy, while
France, Portugal and
Italy rank at the bottom,
although similar patterns
exist between countries

45 France
m
"
Italy
Portugal B Basic financial literacy
GFLEC o
EXCELLENCE CEMTER Source: Alfanz, International Pensions 2017

GFLEC

GLOBAL FINANCIAL LITERACY
EXCELLENCE CENTER




Gender differences in risk literacy are particularly large

When will the penny drop?

MONEY, FINANCIAL LITERACY AND RISK IN THE DIGITAL AGE

AVERAGE GENDER GAP BY LITERACY QUESTIONS

Relative difference between men and women
in the average number of correct answers

14% 31%

BASIC FINANCIM RISK LITERACY

Women still lag
behind men in terms
of financial literacy,
particularly in
risk-related
questions
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Financial literacy can be linked to financial behaviors

When will the penny drop?

MONEY, FINANCIAL LITERACY AND RISK IN THE DIGITAL AGE

SHARE OF CORRECT ANSWERS BY SCENARIO

On average, people
with a good grasp of
financial and
risk concepts are
twice as likely as those
without to make better
financial decisions
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Financial fragility in Europe: Bruegel’s Policy Contribution

Folicy Contrthution

~-- == The financial fragility of
European households in the
time of COVID-19

Maria Demertzis, Marta Dominguez-Jiménez

and Annamaria Lusardi
Executive summary
MARIA DEMERTZIS (maria « THE CONCEPT OF household financial fragility emerged in the United States after the
demertzisgbruegelorg) i 2007-2008 financial crisis. it grew out of the need 1o understand whether households’ lack
Deputy Director of Bruegel of capacity to face shocks could itself become a source of fimancial instability, in addition
to risks to the stability of banks and the greater financial system. The concept goes beyond
ing the level of assets and np the state of household balance sheets,
MARTA i EZ- i ding indeb It relies also on individual perceptions of the ability to rely on
NIMENEZ (marta families and friends and other methods 1o deal with shocks, though such aspects are less
dominguez@bruegelorg) easy to measure and rely frequently on self-assessments.
i 2 Research Assistant at « IN THE WAKE of COVID-19, we ask how well d b ids were in the
Bruegel Union (including the United Kingdom) to handle an unexpected expense. Two years
before the pandemic hit, 2 substantial share of ElJ households reported that they would
—_—_— be unable to handle d exp In some EU ies, many b holds had
ANNAMARIA LUSARDI savings equivalent to just a few weeks of basic consumption.
(alusardigegwu. edu) is * WE FIND THAY one in three EUJ households is unable to meet an unexpected shock
Academic Director of during regular times, let alone during a pandemic. COVID- 19-refated support measures
the George Washington put in place across the EU are intended to provide economic help to those households
University Global Financial where members have lost jobs or face a severe reduction in income. Howeves, in a number
Literacy Excellence Center of countries where one in two households was already fragile - typically countries that are
already economically weaker - state help is likely to be smaller and shorter-lived. Policies
that i ial resils in ways will become necessary in the future.
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According to 2020 Italian data, financial literacy is a shield against shocks
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Implications for policy and programs

- Financial illiteracy is widespread

+ We need large and scalable programs

- Limited financial education programs are not going to
be effective

+ Widespread financial illiteracy requires robust
interventions

—~ One size does not fit all

+ Need for more targeted programs, particularly for
vulnerable groups
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Looking forward

-~ Financial education to recover from the crisis

+ Invest in knowledge
- Addressing inequality

+ Differences in financial literacy conducive to
differences in savings and investment

- Toward a unified capital market

¢ Critically important to have financially literate investors
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Some initiatives from Italy

- Financial literacy month (October)

+ Itis also breast cancer awareness month (prevention is better
than the cure)

- Financial literacy in the theater, movies and literature
+ Financial literacy is about life

—~ Initiatives at the local level

+ Work with mayors to promote financial education. Bottom-up
approach to better understand the needs of people

— Initiatives for women

+ Women are interested in financial education programs and have
a multlpller effect.
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More than ever, women need to be fearless
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Thank you!
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