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What is financial literacy

Financial literacy: the ability to make informed
judgements and to take effective decisions regarding the
use and management of money
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Measuring financial literacy

e Financial literacy requires skills and knowledge

e ANZ-Retirement Commission Survey measures
knowledge levels of adult New Zealanders

e Survey questions based on Financial Knowledge
Framework

e Answers add up to low, medium or high level of
knowledge.
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Financial Knowledge framework

Mathematical and standard literacy

Financial understanding

Financial competence

Financial responsibility
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How much do New Zealanders know?

Distribution of knowledge scores
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What people say about making money
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Which is generally considered to make most money over
next 15 to 20 years*

60% -

40% o --

20% 1 --

0%
Fixed interest Range of shares Savings account
investments

@ 2006 O2009

Base: All respondents 2006 {(n=856), 2009 (n=850)

Source: Q42 * In 2006 the question wording read "Which one of the following is likely to make you the most money over the next 18 years’
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What people look for in investments

$10,000 to invest — what take into account when
looking at investment offers

(Main reasons given) — all carrect

NETT RISK

73% | (71%)
Level of risk/spreading investments :

49% (45%)

Organisation offering investment 27% (Zﬁﬂfi.)

Secured or unsecured 30% (2.:2%) f
Capacity/ability to take risk :

More information

12% (B%)
9% (7%)

8% (5%):

Capital guaranteed

NETT RETURN

Interest rate/tax on interestieturn
Investigate options/look around

61% (66%) ¥ :
57% (66%) §

NETT DURATION : |29% (28%)
R e —— .

How long want to invest for 29% (25%)
When need savings 5% (6%) .

NETT LIQUIDITY
How quickly get money back liquidity

23% (23%)
18% (16%)

Minimum investment period 11% EIO%)
NETT COST

27% (13%) 1
Fees

22% (9%) f :

If minimum investment amount 8% (5%5) 1‘
T

0% 20% 40% 60% 80% 100%

Base: All respondents 2006 (n=856), 2009 (n=850) NB: Responses less than 5% not depicted. *Investigate options/look around’ new code added in 2009
Source; Q43
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How people react to advertising

If someone was considering an investment advertised as having a return well
above market rates, what would you recommend they do?

60%
0,
46% 49% 46%
40% NN
20% | NN
o 3% 4%
4% 2% 1%
0% -
Don’t invest - Invest lightly Invest Heavily Don't know Don't
it’s too good understand
to be true

Base: All respondents 2006 (n=856), 2009 (n=850) | 2006 0 2009
Source: Q41
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What about saving?

e 49% save on a regular basis
e 29% are in KiwiSaver

o 37% understand how compound interest works
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New Zealand National Strategy for
Financial Literacy

Vision: Personal financial wellbeing for New Zealanders

Mission: New Zealanders are financially well-educated

and can make informed financial decisions throughout
their lives

e Developing quality
o Extending delivery
e Monitoring and evaluating
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Developing quality

New Zealanders are entitled to financial information
that is:

e Timely

Culturally appropriate

Impartial

User friendly

Plain language
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Schools
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Extending delivery

Tertiary

Community
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Monitoring and Evaluating

(8] About Us | Financial Litsracy \\as s
€« C M T nio e fnancialiteracy.org.nz/sbout-Ls » O~ &~
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financialliteracy.org.nz
RETIREMENT COMMISSION

About us National Strate Financial Education News & Events International

AbOUt US Search I

Financial literacy is the ability to make informed judgements and take effective
decisions regarding the use and management of maoney throughout life

In this section

Centre for Financial Literacy
The Centre for Financial Literacy is a focal point for initiatives to improve New Zealanders' financial

literacy. It is the home of New Zealand's Mational Strateqy for Financial Literac: Presentations and speeches

Financial literacy updates

Why improve New Zealanders’ financial literacy? We believeitis a
core component of personal financial wellbeing.

The Centre for Financial Literacy is run by the Retirernent Commission, an independent arganisation
wihich provides education and infarmation to help New Zealanders prepare financially for retirerment.

This wehsite provides information about.

B The National Stratecy and its supporting oroanisations

= The Centre for Financial Literacy's activities including research and gvents

B Financial education programmes available in New Zealand

@ Copyright Retirement Commission 2008 Home | Stemap | Search | Contact | Copyright | Privacy | Termeofuse | Accesshilty
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Components of
personal financial wellbeing

Efficient & effective

regulation -
Thriving '\ compliance costs
- minimised
economy Consumers
CompeF1F1ve exercise market
and efficient power

markets

Diversified market
for financial
products &

services

Consumer
protection for
fraud/scams

Personal financial
wellbeing for
New Zealanders

Trusted
financial sector
with transparent &
plain language
offerings

Financially
literate
population

Security net
welfare
provision
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Trust and confidence

Products =
Advisors v
Consumer information =
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How much is enough?
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