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Motivation

Figure 1: Financial literacy rates among men and women around the world

Percentage of financially literate women

Percentage af financially lilerate men
Source: S&F Globol Finlit Survey.

Consistently lower
financial literacy
among women wrt
men (Bucher-Koenen
et al., 2017)

True for most
countries (Hasler and
Lusardi, 2017) and
across different
socio-demographic
characteristics
(Mahdavi and Horton,
2014)

Despite women's and
men's convergence in
many economic
outcomes!
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Culture, Gender,

The perfect Storm Financial Literacy
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» Women tend to have lower financial resources than men Financial Lieracy

» |ower earnings
» more work interruptions
> longer life expectancy

» Lower financial knowledge

— perfect storm for women financial insecurity and poverty,
especially after retirement (Lusardi and Mitchell, 2008)

= Important to understand the reasons behind women's
disadvantage in financial knowledge



About culture :

» Increasing share of foreign-born individuals
in developed countries, transmitting
values and beliefs to second-generations

» Growing interest in understanding the role
of culture on households’ financial
outcomes (Ke, 2018, Fuchs-Schundeln et
al., 2019)

Possibly the effect of culture is passing via financial literacy
(Brown et al., 2018; Davoli and Rodriguez-Planas, 2021)

Culture:

Customary beliefs and values that ethnic, religious, and
social groups transmit fairly unchanged from generation to
generation (Guiso, Sapienza & Zingales, 2006)
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» Traditional norms constrain both men and women to
behave as socially stipulated by their social category

» Gender differences in preferences and norms shown to
systematically shape men's and women'’s differential
economic behavior (Nollemberger et al., 2016; Buser et
al., 2014, Ke, 2018)

= they may also shape the gender gap in financial
knowledge
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Research Question:

Are cultural gender differences (gender norms) associated

with the gender gap in financial literacy?

» Culture may affect individuals’ financial knowledge

because they have internalized certain beliefs and values

related to

>

>

relevance of gathering economic information to make
informed financial decisions

need to have precautionary savings

amount of risk that is reasonable to handle
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How to separate the effects of culture from the effects of
formal institutions?

Research Question

4

Exploit the difference in the “portability” of culture relative
to economic and institutional conditions

Epidemiological approach (Fernandez, 2008): comparing the
financial literacy of U.S men and women, who
share the same institutional setting but identify
with different countries of ancestry



Data

» National Longitudinal Survey of Youth

> 9500 individuals from NLSY79 (2012) and NLSY97
(2007): different cohorts of individual self-reporting
measure of ethnic identification (28 different country of
ancestry)

» "The Big Three", questions on inflation, risk
diversification and interest rate

» Individual-level characteristics (education, family,
employment)

» 2014 S&P Global Financial Literacy Survey: difference

between the proportions of women and men who are
financially literate in each country (proxy for culture)

» Cross-country information on human capital,

preferences, economic and financial development (GPS,
World Value Survey, OECD, World Bank etc....)
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Estimation Equation

FLi”ﬁ' = BO + /31 Fema/e,-rjt + 825&PFLJ-GGBP +
53S&PF[_J_GG3P « Femaleyje + Xl B4 + Z!Bs + e + e + €t

>

v

FLjj: financial literacy for household i (answering
correctly the Big Three), leaving in region r, from
country of ancestry j, surveyed at time t

S&PFLfGap: gender gap (difference between proportion
of women and proportion of men who are financially
literate) in country of ancestry j

Xirjt: age, gender, education, household characteristics,
parents’ characteristics

Zj: country-of-ancestry covariates
¢, Vi survey-year and region-of-residence fixed effects

€irjt: errors clustered at country of ancestry level
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Table 1: Country-of-Ancestry Gender Gap in Financial Literacy

and Financial Knowledge in the US

(1) (2) 3)

Female -0.116*** -0.123*** -0.123***

(0.010) (0.008) (0.008)
S&PGap -0.543 -0.497***

(0.387) (0.225)
Female*S& PGap 0.462*** 0.561*** 0.551%***

(0.126) (0.094) (0.099)
N 9623 9623 9623
Individual Controls X X
Country FE X
Weights X X X

Clustered standard errors in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01
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Robustness Checks

Results are very robust!

» Different model specification (Logit, unweighted)
» Different samples

» Controls for parents characteristics, non-cognitive and
cognitive skills

» Falsification test
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Unmeasured Human Capital?

We rule out:

» confounding factors related to country-of-ancestry
gender differences in economic or human capital
development

» gender differences in respondents’ socio-demographic
characteristics, parental wealth and financial
sophistication, cognitive and non-cognitive skills

» generic gender differences in the inter-generational
transmission of human capital (as opposed to gender
differences in the inter-generational transmission of
financial information)
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Gender Differences in Preferences

— Greater convergence in patience and altruism is
associated with men's and women's lower financial
knowledge in the US

— No longer a negative effect of country-of-ancestry
financial literacy on men's financial knowledge, once we use
financial literacy gender gap net of the aforementioned
preferences

Table 2: Gender Gap in Financial Literacy net of Preferences

Patience Altruism
Female -0.150*** -0.145%**

(0.009) (0.007)
S&PGap -0.317 -0.445%

(0.240) (0.258)
Female*S& PGap 0.501*** 0.528***

(0.094) (0.099)
N 8858 8858

Clustered standard errors in parentheses. * p < 0.1, ** p < 0.05, *** p < 0.01
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Conclusion

Yes, gender differences in culture matter!

We find:

> higher gender convergence in financial knowledge in the
country of ancestry— higher financial understanding of
women in the US relative to their male counterparts

> After removing country-of-ancestry gender variation in
patience and altruism, cultural beliefs regarding gender
convergence in financial knowledge continue to be
associated with women's (relative and absolute) greater
financial literacy in the US
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Financial Literacy

Dummy variable built on (Lusardi and Mitchell (2008)):

Interest Rate :

Let us assume you have a balance of euros
100 in your savings account. This balance
bears interest at an annual rate of 2%, and you
leave it there for 5 years. What do you think:
How high is your balance after 5 years?
(Higher than 102 euros; exactly 102; lower
than 102; don't know, refuse to answer)
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Inflation : Let us assume that the interest paid on your
savings account is 1% per year and the
inflation rate is 2% per year. What do you
think: After a year, will you be able to buy just
as much, more or less than today with the
balance in your savings account?

Diversification : Do you agree with the following statement:
"The investment in the stock of a single
company is less risky than investing in a fund
with stock in similar companies”?
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Table 2: Gender Gap in Financial Literacy in the US and Gender Gap in Preferences in the Country
ul Apcrsdry

[E 4
Feinale B B LR T IRES T4
(0.010) (0.021) (0.011) (0.015)
Patimnes g 0,318
(0.0606)
Presales Patbence g 0.070
(0.071)
sk Tuking gap 0.053
(0.113)
Fernale «Risk-Taking aep 0077
(0021
Alertismm gap (1200
(0.028)
For w AltFni= B b
L04T)
FPam. B pre 00T
LTI
Petales Pue. Thecipoosity 0,038
(128
N BTl Bl RN R
Individunl contraks X X X x
Tanel Br Aversge preferences in the country of ancestry
Patience  [tisk Lok Allruian Pus
reciprocity
Average Preference Male 0.026 0.157 0.121
(2 (1.315) 311}
A vy Femnale BRI BRI RS
(0.271) (0.326) (0330
Crender Gap 0,158 0.0l e

(0.256) (0.204) (0-202)
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Tahle 3 Conmtry-of-Ancestry Gender Gap in Financial Literacy Net of Preferences and Financial
Knowledge in the US

i 2] ™ T ) @]
Residuals from Patience  Risktaking  Altrism Pos. Altraism and All
Richhooily: Dol
Female -0.1307" 01467 014577 -0.1447" -0.1517" -0.1507
(0N (0.0 (n.nng) |
in Comntry 55 Gap Residuels
{02400
Teannlex Origin Counlry S80 Cup Tesuluals 0,501 i
(LU {0.117)
Sg 4+ Gy .16 0269
{0.191)
N EE0E
Individual controls X
Nates: "The deprendent. variabile s a dunmy equal to ane if the respondent. has-answered all thres financial litaracy
questions in the NLEY correctly. . Comntry S&F Gap Residuals” are the residuals from s country level

jon el counl: T coce Between Vhe propertion of Opancially
males and males in the country of ancestry, taken from the 8P FinLit sirvey ) on male and female conntry
v preferences measures (taken from the Global Preference Survey). In colume (1} the ancestry country
gender gap in financial literacy is regressed on patience levels and itz residuals are uzed as contral variable. A similar
procedure is applied in columo (23, (31 and (4}, wi i slurer £5) Lhe ancesley
conntry gender gap in financial literacy is reg wigm e and its |'eﬁiri|m|ﬁ are used as
contral variable. In column {6) a similar procedure is applied, using r-.ll the four preferences. Individual controls
bl e AR bl sl Evey: YeuE, . Tl An ek ek
status, family size, whether the individual i= born abroad. mother's eddcat]on and employment {for a complete list
of estimates see Appendix Table AG). Tesults a; shted and crrors are clustered at the country of ancestey level
Standard errors in paventheses ™ po 001, 50 oo

inelivindnal s e ul resiclen
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Tuble 8.9; Gender Gap in Tinancial Lilers
Supnples

v Lhe T8 and in the Country of Aocestey: Dillerent

Fomale

kP Gap

Chrigin Country
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v level. Standard errors in parentheses.
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Table 5.12: Effect of Countryv-of-Ancestry Tinancial Literacy on Other Outeomes: TFalsification
Test
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