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Executive summary

ONLY ONE IN TWO individuals in the European Union, on average, is financially knowledgeable.
In response to a 2023 survey containing five questions assessing basic financial knowledge,
only half of the respondents answered at least three of the five questions correctly. This
represents a low level of financial knowledge and an obstacle for individuals to invest in
financial markets.

THE QUESTIONS MOST OFTEN answered correctly by respondents measured understanding of
inflation and the relationship between risk and return. Only one in five respondents answered
correctly a question on the relationship between interest rates and bond prices.

REGARDING INFLATION, there is a large difference between the least and most educated
respondents in terms of answering the relevant question correctly. Gaps in understanding the
concept of inflation are also evident between the youngest (18-24) and oldest respondents
(55+) and between the poorest and richest households.

A GENDER GAP is present in financial knowledge, with 18 percentage points more men than
women answering at least three out of five questions correctly, on average in the EU.

THOSE WITH GREATER financial knowledge are less financially fragile in that they can still cover
their expenses if there is a sudden loss of income, and are more confident that they will have
sufficient funds to sustain themselves during retirement.

COUNTRIES WITH HIGHER proportions of people who are financially knowledgeable have
higher numbers of people who both save with and borrow from financial institutions, an
indication that financial knowledge may improve financial inclusion.

ALL EU COUNTRIES have, or are in the process of putting together, a national financial literacy
strategy. There is an urgent need to roll out these strategies, to monitor progress over time and
to establish best practices. Particular attention needs to be given to how financial knowledge
interacts with digital skills as financial services are increasingly digitalised. Financial literacy
strategies should also help close gender and other gaps in knowledge among vulnerable
groups, and should ensure that financial education starts early and in schools.
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1 Introduction

Interest in financial literacy stems from the question of whether households have enough
knowledge and skills to manage their financial well-being. Financial knowledge is essential
in modern economies in which the responsibility for saving and preparing for retirement has
shifted increasingly to the individual. From pensions to mortgages, to new financial instru-
ments, individuals must make decisions that are more complex and riskier than in the past.
Meanwhile, the digitalisation of finance has made it easier to access financial products, ex-
posing consumers to unknown and rapidly changing risks. Equally, climate change presents
greater risks through, for example, floods and fires that require action at both the collective
and individual level, not least in the form of insurance.

Measurement of financial literacy more than a decade ago showed low financial knowl-
edge among a large share of the population, even in countries with well-developed financial
markets, including European Union (EU) countries (Lusardi and Mitchell, 2011). Since then,
however, interest in improving financial literacy has grown globally. In 2012, the Organisation
for Economic Co-operation and Development’s Programme for International Student Assess-
ment (PISA)!, which measures the state of skills young people need to succeed in the labour
market, added financial literacy to the traditional set of skills it normally measures, deeming
it essential for participating in economic activity. The PISA comprehensive definition of finan-
cial literacy has become a reference for measuring financial literacy, among both the young
and the adult population:

"Financial literacy is knowledge and understanding of financial concepts and risks,

and the skills, motivation, and confidence to apply such knowledge and understanding
in order to make effective decisions across a range of financial contexts, to improve the
financial well-being of individuals and society, and to enable participation in economic
life” (OECD, 2014).

Financial literacy refers not only to knowledge and understanding but also to the ability
to promote effective financial decision-making. Academic efforts to understand the effects
of financial literacy provide evidence that links financial knowledge to financial outcomes.
Financially knowledgeable consumers are less financially fragile, in the sense that they cope
better with unexpected financial shocks, are more likely to participate in stock markets, save
more and plan better for their retirements, and are better at managing debt (Lusardi and
Mitchell, 2014, 2023).

In the EU, all member states have or are in the process of putting together a national finan-
cial literacy strategy. Such strategies typically aim to coordinate efforts to improve financial
knowledge and influence education in school, and life-long financial education for the popu-
lation and/or specific vulnerable groups (OECD, 2022).

The European Commission in 2023 carried out a survey to measure the level of financial
knowledge in the EU as a whole and in all countries (European Commission, 2023a)?. The
survey posed five questions to measure knowledge of inflation, compound interest, basic
asset pricing, the relationship between risk and return, and risk diversification (see Appendix
1). We show that just over 50 percent of respondents, on average in the EU, could answer at
least three of the five knowledge questions correctly. Thus, financial knowledge continues to
be low, given that the questions measure basic financial concepts used in everyday financial
decision-making. Of the five concepts, respondents understood the relationship between
risk and return and inflation best, with about 65 percent answering the relevant questions
correctly. But, focusing just on inflation, this also means that 35 percent of respondents do

1 See https://www.oecd.org/pisa/.

2 See also chapter three of European Commission (2023b) for a discussion of the results.
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not understand that inflation decreases their purchasing power. With inflation having been
unusually high since 2022, these results point to the difficulty of many households in adapting
consumption and saving behaviour to such high price increases.

The Commission’s survey also asked questions on financial outcomes. We assess how
financial knowledge measurement is linked to financial outcomes. The results broadly con-
firm the findings of many studies that show that resilience and confidence in having sufficient
savings to live comfortably throughout the retirement years increase with greater financial
knowledge.

We also show that EU countries with higher levels of financial knowledge have greater
percentages of adults saving with and borrowing from financial institutions. Thus, greater
financial knowledge is linked to greater financial inclusion.

2 Why is financial knowledge important?
The evidence

An extensive literature on financial literacy has increased the understanding of who is more
financially literate and how financial literacy can help improve financial decision-making.
Perhaps unsurprisingly, financial literacy increases with GDP per capita and with education
levels. We also know that financial literacy increases with age (but in several countries, it de-
creases later in the lifecycle) and that men are more financially literate than women (Lusardi
and Mitchell, 2014, 2023; Klapper and Lusardi, 2020).

The literature has also made progress in establishing a causal effect between financial
knowledge (and financial education) and outcomes (Kaiser et al, 2022). Also, if financial
knowledge is pivotal in helping individuals build financial cushions, then high levels of finan-
cial knowledge at a country level can contribute to macroeconomic stability. The opposite
should also hold: low levels of financial knowledge can contribute to vulnerabilities that pose
risks to an economy’s stability (Batsaikhan and Demertzis, 2018). The causal link between
financial literacy and the macroeconomy is less well-researched than the link with outcomes
at the household level, but we expect it to be as relevant for a country’s overall economic
stability.

Existing measures of financial knowledge, including those we consider in this paper, have
focused on fundamental topics that are applicable to all countries and are at the basis of
financial decision-making. These include the time value of money (compound interest), the
real value of money (inflation), the link between interest rates and bond prices (basic asset
pricing), the relationship between risk and return, and the workings of risk diversification
(both fundament concepts at the basis of investing).

A better understanding of these concepts is associated with better management of both
the asset and liability side of a household’s balance sheet. Households with greater financial
knowledge have been shown to:

o Allocate lifetime resources better. Greater financial knowledge leads to lower financial
fragility, ie the ability to deal with unexpected expenses. Greater knowledge is also linked
to higher wealth accumulation. For example, German households with lower levels of
financial literacy, which were badly affected during the financial crisis, were more likely
to sell their assets at a loss (Bucher-Koenen and Ziegelmeyer, 2011). More financially
literate households earn greater returns on their investments (Deuflhard et al, 2015; Clark
et al, 2017) and pay lower fees on their mutual fund holdings (Hastings et al, 2011). These
effects are consequential: about 30 percent to 40 percent of wealth inequality close to
retirement is accounted for by variations in financial knowledge (Lusardi et al, 2017).
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Plan better for retirement. Poor financial knowledge prevents people from preparing for
the future. Those with low levels of financial knowledge are less likely to plan for retire-
ment. This outcome is notably consistent across countries (Lusardi and Mitchell, 2011;
2014). As societies age and people live longer post-employment, having sufficient means
will be crucial for household financial stability and for the sustainability of publicly fund-
ed pension schemes.

Be more likely to participate in financial markets. As people acquire greater finan-

cial knowledge, they are more likely to participate in financial markets, by investing in
stocks, for example. Evidence from Dutch households showed a strong effect of knowl-
edge on stock market participation (Van Rooij et al, 2011). This is of great relevance for
the EU, which aims to increase participation by retail investors and the availability of
market-based funding for firms via the capital markets union project and the European
Commission’s May 2023 Retail Investment Package proposals®. This will help firms to grow
and also to make financing available for the green and digital transitions.

There is also some evidence of the effects of financial knowledge on managing the liability

side of the balance sheet:

Contain over-indebtedness. People with low levels of financial knowledge tend to
borrow at more expensive terms (Lusardi and Tufano, 2015). This is particularly true

for young people (OECD, 2005). In the era of digitisation, ‘buy now, pay later’ (BNPL)
schemes have reduced the threshold of access to credit significantly, as no credit checks
are done prior to use. We still have no evidence on how financial knowledge affects

the use of BNPL schemes, but significant distress has been reported* in terms of both
overspending and struggling to repay debts. We also know that such schemes are more
popular with the young, who are typically less financially knowledgeable.

There are two further issues that underline the relevance of financial knowledge for finan-

cial decision-making.

Digital finance needs more financial knowledge. More and more financial services are
available in digital form. Recent efforts to measure financial literacy also attempt to under-
stand how it interacts with digital skills and digital access to finance. However, the range of
digital products and services is wide, and therefore, their degree of simplicity/complexity
varies. This, in turn, implies that the threshold for using such products changes depending
on their complexity, and their relationship with financial knowledge is also complex.

For example, evidence from US millennials (broadly, those born in the 1980s and up to

the mid-1990s) shows that those who use mobile payments are also more likely to misman-

age their funds or experience financial difficulties, and are less financially knowledgeable

(de Bassa Scheresberg ef al, 2020). When it comes to online banking, however, evidence

from Cyprus shows that it is used by those with more financial knowledge (Anyfantaki and

Andreou, 2022). Arguably, online banking incorporates layers of complexity to prevent mis-

takes and, therefore, requires greater financial knowledge. Similarly, preliminary evidence

on holdings of crypto assets (effectively Bitcoin, which dominates the crypto market) shows

that countries with higher levels of financial knowledge have more individuals holding crypto

assets (Figure A2 in Appendix 2).

3 See European Commission press release of 24 May 2023, ‘Capital Markets Union: Commission proposes new

rules to protect and empower retail investors in the EU; https://ec.europa.eu/commission/presscorner/detail/en/
ip 23 2868.

4 Maria Demertzis, ‘Buy now, pay later: the age of digital credit, Opinion, 17 May 2022 , Bruegel, https://www.

bruegel.org/comment/buy-now-pay-later-age-digital-credit.
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« Financial knowledge increases trust in institutions. Lastly, there is a positive relation-
ship between the level of financial knowledge and the degree of trust in financial institu-
tions (van der Cruijsen ef al, 2021). Evidence from the Netherlands shows that all levels of
trust increase with greater financial knowledge. This refers to trust in the institutions peo-
ple use, such as their own bank, and in the whole financial sector (banks, pension funds
and insurance companies). Also, the evidence shows that financial regulators also benefit
from increased trust in jurisdictions with higher levels of financial knowledge.

3 The state of financial knowledge in the EU

The European Commission, in its survey measuring financial literacy across the EU (Europe-
an Commission, 2023a), followed the OECD’s definition, according to which financial literacy
is a combination of knowledge, attitudes, and behaviour. In line with the academic literature,
we report the findings on financial knowledge only and examine separately how this is linked
to financial behaviour®.

The European Commission survey (2023a) measured knowledge of the following five
concepts: compound interest, inflation, the effects of interest rates on bond prices, risk versus
return, and risk diversification. We assume that consumers are financially knowledgeable if
they answer at least three (of the five) questions correctly. This threshold is consistent with
other work measuring financial knowledge across countries (Klapper and Lusardi, 2020).

Based on this definition, 52 percent of respondents on average in the EU are financially
knowledgeable, with the lowest level being 36 percent and the highest 73 percent (Figure 1b).
This is a worrying finding as the threshold for being financially knowledgeable is low (ie a
minimum of three out of five questions answered correctly), and the survey measures
understanding of fundamental concepts that are of relevance in daily financial decision-mak-
ing. Figure 1a shows shares of respondents, on average in the EU, by how many questions they
answered correctly out of the five asked (scored from zero to five). The sum of the numbers in
the blue slices is the share of respondents who answered at least three questions correctly.

Figure 1: Financial knowledge in the EU

(a) Share of individuals by number of financial (b) % answering at least three (of five) questions
knowledge questions answered correctly correctly, per EU country

80

Max: 73%

70

60

Min:36%

Two questions 20

Three questions

Source: Bruegel based on European Commission (2023). Notes: The measure of financial knowledge is based on five questions. Individuals are financially knowledgeable if they answer
atleast three questions correctly.
5 Both the OECD (2023) and European Commission (2023a) metrics of financial literacy include measures of
financial knowledge and behaviour. In this paper, we use only the financial knowledge component to measure
financial literacy and then examine how knowledge affects behaviour. This aligns with how academic research

uses survey data on financial literacy.
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In Appendix 1, we also summarise the results for all five questions. Figure 2 shows the
results for the concepts respondents understood most and least. The inflation question (and
the risk-return question) was answered correctly by about 65 percent of the EU population
(Figure 2a). However, the great majority of respondents showed little understanding of the
relationship between interest rates and bond prices (Figure 2b): only 20 percent answered
this question correctly. This is a question that enables a distinction to be made between little
and advanced financial knowledge.

Figure 2: Best-understood (inflation) and least-understood (link between interest
rates and bond prices) concepts: % of correct/incorrect answers, EU

(a) Best-understood concept: responses to (b) Least-understood concept: responses to
question on inflation (%) question on interest rates and bond prices (%)

Correct M Incorrect

65%

Source: Bruegel based on European Commission (2023a), Questions 03 and 04.

Given the high levels of inflation in all EU countries, and its disproportionate impact on
the poor (Claeys et al, 2024), it is significant that as much as 35 percent of people on aver-
age in the EU do not know how the level of inflation affects their purchasing power. Figure 3
reports the understanding of inflation among different demographic groups. There is a 15 per-
centage-point gap in the understanding of inflation between the lowest and highest house-
hold income brackets. There are similar gaps across age and education: there is a 14 percent-
age-point gap between the youngest and the oldest respondents and a 15 percentage-point
difference between those with the lowest and highest education levels.

Figure 4 shows the differences in financial knowledge depending on gender, a well-docu-
mented finding in the literature. There is an 18 percentage-point gap in financial knowledge
between men and women, according to the responses in the European Commission survey
(2023a). This is in line with what other studies have found (Lusardi and Mitchell 2014, 2023;
Klapper and Lusardi, 2020). Women are always more likely (and up to twice as likely, depend-
ing on the question) to answer ‘I do not know’ to the financial knowledge questions. Previous
studies have shown that by removing this option, the gender gap can be reduced by as much
as a third (Bucher-Koenen et al, 2021). Regarding the inflation question, the gender gap is 12
percentage points.
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Figure 3: Inflation knowledge of different groups, EU, % of respondents answering
correctly

(a) Household Income (b) Age categories
80%
70% B66%

68% 72%

0% 0%
Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5 18-24 25-39 40-54 55+
(c) Level of education
80% 3%
70% 63%

60%
50%
40%
30%
20%
10%
0%

Low Medium High

Source: Bruegel based on European Commission (2023a), Analysis of the inflation question (03). Notes: Levels of education are defined
as follows: low is defined as including up until lower secondary education. Medium is defined as including from upper secondary edu-
cation up until post-secondary but non-tertiary education. High is defined as including tertiary education up until and including doctoral
level (Source: International Standard Classification of Education (ISCED) — Statistics Explained).

Figure 4: The gender gap in financial knowledge in the EU (%)

80% 1%
0% I Total
60% B Male

50%
40%
30%
20%
10%

0%

B Female —
M Gap

Financial knowledge (at least 3) Inflation knowledge

Source: Bruegel based on European Commission (2023a). Notes: Financial knowledge corresponds to the share of respondents who
answered more than three (out of five) questions correctly.
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4 How does financial knowledge affect
financial outcomes?

4.1 The evidence from the European Commission survey

The European Commission (2023a) survey also asked consumers questions pertaining to finan-
cial resilience in both the short and long terms. We report how financial knowledge is linked

to both financial fragility and pension security across countries. Appendix 3 summarises the
questions and the detailed results. Figure 5(a) shows a negative association between financial
knowledge and financial fragility, ie the less financially knowledgeable are less likely to have
adequate resources to deal with an unexpected loss of income without having to borrow.

Figure 5: Financial knowledge, financial fragility and pension security

(a) Financial fragility and financial knowledge (b) Sufficient pension means and financial knowledge
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Source: Bruegel based on European Commission (2023a). Notes: Sufficient financial knowledge (at least three out of five questions answered correctly) is correlated with (a) the % of
respondents who self-report having savings of less than three months’ worth of income to cover living expenses if the main source of income was lost today; (b) the % of respondents who
self-report their degree of confidence that they have enough money to live comfortably through their retirement years (sum of ‘very confident’ and ‘somewhat confident’).

The data shows that a 10 percentage points higher level of financial knowledge is associ-
ated with a 4 percentage points lower number of people reporting insufficient means to cover
their living expenses following an unexpected loss of income (see also Demertzis et al, 2020).

Similarly, Figure 5(b) shows that greater financial knowledge is associated with greater
confidence in having sufficient financial means for retirement. A 10 percentage point higher
level of financial knowledge is associated with a 6 percentage point higher number of people
who report having sufficient means for retirement.

4.2 The contribution of financial knowledge to financial inclusion
We next ask how financial knowledge might be associated with measures of financial inclu-
sion (Batsaikhan and Demertzis, 2018; Lusardi and Messy, 2023).

We use two variables from the World Bank Global Findex database on the percentage of
respondents who report saving with or borrowing from a financial institution (see Appendix 4
for more detail). Figure 6 shows the relationship between financial knowledge (as measured
by European Commission, 2023a) and the number of adults that (a) save with and (b) borrow
from a financial institution. A 10 percentage point higher level of financial knowledge is
associated with 13 percentage points more adults saving with, and almost 7 percentage points
more adults borrowing from, a financial institution.

8 Policy Brief | Issuen°02/24 |February 2024



Figure 6: Financial knowledge and share of adults who save with and borrow from a financial institution
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(b) Share of adults borrowing from a financial institution and financial knowledge
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The relationship between savings and financial knowledge is well established in the literature
and our numbers confirm that. The relationship between borrowing behaviour and financial
knowledge is less well-established. Our results are not definitive, but they show that countries
with more financially knowledgeable populations also have more people who borrow from
financial institutions. Both these results suggest a link between financial knowledge and financial

inclusion.

Figure 7 reports the association between financial knowledge (as measured by European
Commission, 2023a) and income inequality (from Eurostat). The figure shows a negative rela-
tionship between financial knowledge and inequality as captured by the Gini index. In the EU, a
10 percentage point higher level of financial knowledge is associated with a smaller Gini index by

over two percentage points.

Figure 7: Financial knowledge and inequality
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5 Discussion and policy recommendations

Financial knowledge in the EU is, on average, low. Approximately one in two people on
average in the EU answer at least three out of five financial knowledge questions correctly.
Even for inflation, more than one in three people in the EU do not understand how inflation
erodes their purchasing power. These are basic concepts that all consumers face daily, which,
if not understood well, can lead to poor financial decisions. Given these low levels of financial
knowledge, it is important to promote financial education programmes for both the young
and the old across the EU.

Greater financial literacy will help advance the EU capital markets union agenda. Part
of the EU'’s capital markets union agenda is to stimulate consumers to invest responsibly and
to make better use of existing investment opportunities. This requires a better understand-
ing of concepts related to saving and investing. Without sufficient understanding of these
concepts, it will be difficult and potentially damaging for consumers to participate in financial
markets. While regulation can protect consumers from certain pitfalls, it will not replace the
need to understand the risks involved. Given its economic relevance, financial literacy can be
considered a complement to financial regulation.

There is a lack of systematic monitoring of financial literacy progress. There are
many efforts at the country level to measure financial knowledge and understand its effects
on behaviour and attitudes. The European Commission survey done in the spring of 2023
(European Commission, 2023a) was the first survey to provide comparable data on finan-
cial literacy levels for all EU countries. It provides a benchmark for monitoring financial
knowledge in the EU in a consistent way. We strongly recommend continuing this exercise to
assess progress over time and add these statistics to the set of data that policymakers monitor
regularly. This should help identify what constitutes best practices and permit the exchange
of ideas and experiences, including for new topics (for example digitalisation but increasingly
also ethical or sustainable investing).

All national financial literacy strategies must be rolled out and with adequate finan-
cial support. All EU countries either have or are in the process of designing national financial
literacy strategies, often with the technical assistance of the OECD. As national strategies con-
tinue to be rolled out, further progress will be made in both literacy and financial outcomes,
especially if adequate financial resources are put in place. Progress should be monitored, and
best practices identified as countries proceed with full implementation.

The process of digitalisation increases the urgency for more financial knowledge.
Attempts to advance the level of financial literacy in the EU should pay particular attention
to how the digitalisation of finance interacts with financial knowledge, especially across dif-
ferent age groups. Care should be given to the identification of how different digital financial
products or services affect behaviour, and what types of financial knowledge they require.

Accelerate efforts to advance levels of financial literacy, particularly for women and
the young. Women'’s financial literacy levels are lagging. This makes women particularly
vulnerable to financial fragility and the risk of poverty throughout their lives and especially in
retirement. However, studies show that while women’s levels of financial literacy are lower,
they also respond better than men to efforts to educate and train them. Similarly, financial
education must start early in life and help provide financial literacy skills to young adults. This
is particularly important as the young have easier access to digital financial products much
earlier in life. It is very important to add financial literacy in schools, starting in elementary
education and continuing in college, as well as throughout people’s lifetimes.

10
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Appendix 1

Financial knowledge questions from the European Commission’s 2023 Flash Barometer 525
(European Commission, 2023a), questions 2-6. All questions allow for the possibility of ‘I
don’t know, which is included as part of the incorrect answers in our calculations.

Financial knowledge questions: Q2- Q6

02 Financial knowledge: understanding of compound interest.

The question asked: Imagine that someone puts [€100] into a savings account with a guaranteed interest rate of 2% per year.
They don’t make any further payments into this account, and they don’t withdraw any money. How much would be in the
account at the end of five years?

Options: More than [€110] (correct answer); Exactly [€110]; Less than [€110]; Don’t know.

[ Correct [ Incorrect

100
90
80

Total EU

70
Max:S%gA.
50

40
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0

Min: 35%

03 Financial knowledge: understanding of inflation.

The question asked: Now imagine the following situation. You are going to be given a gift of [€1,000] in one year and, over that
year, inflation stays at 2%. In one year’s time, with the [€1,000], you will be able to buy:

Options: More than you could buy today; the same amount; less than you could buy today (correct answer); don’t know.

[ correct M Incorrect
100

Total EU 90
Max: 84%
80

70

60

50

Min : 48%
40
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0
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04 Financial knowledge: understanding of the relation between interest rates and bond prices.
The question asked: If interest rates rise, what will typically happen to bond prices?
Options: They will rise; they will fall (correct answer); they will stay the same, as there is no relationship between bond prices
and the interest rate; don’t know.
[ correct M Incorrect
100
Total EU 90
80
70
60
50
40
Max: 37%
30
20

10 Min: 12%

0

05 Financial knowledge: understanding of risk and return.

The question asked: Which of the following is true? An investment with a higher return is likely to be:

Options: More risky than an investment with a lower return (correct answer); less risky than an investment with a lower
return; as risky as an investment with a lower return; don’t know.

[ Correct M Incorrect
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70
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Min: 57%
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06 Financial knowledge: understanding of risk diversification.

The question asked: An investment in a wide range of ‘company shares’ is likely to be:

Options: More risky than an investment in a single share; less risky than an investment in a single share (correct answer); as
risky as an investment in a single share; don’t know.

[ Correct M Incorrect

100
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80
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Appendix 2

Figure A2: Percentage of individuals who hold crypto assets and financial literacy

scores
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Source: Bruegel based on OECD/INFE 2023 International Survey of Adult Financial Literacy. Underlying data can be found at https:/www.

oecd.org/daf/fin/financial-education/Financial Literacy Survey Adults Annex D.xlsx.

reported as ‘Do not know’, ‘Does not apply’ or ‘Refused’ were included in the denominator. Spain asked respondents about awareness and
holding of crypto-currencies rather than crypto-assets. The samples from Jordan, Mexico and Saudi Arabia may not be representative of
the entire adult population. The results for Malaysia and Spain are drawn from samples taken in 2021 using the 2018 Toolkit.
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While Figure A2 shows that countries with higher financial literacy scores also have higher
percentages of individuals who hold crypto assets, care must be exercised in generalising this
result. We know that crypto assets, particularly Bitcoin, are popular in countries that do not
have alternative digital payment systems. This is one of the arguments used by the central
banks of those countries in advancing with the creation of central bank digital currencies
(Demertzis and Martins, 2023). But these countries typically also have lower financial literacy

scores.

Appendix 3: Financial outcomes

Financial outcomes questions from the European Commission’s 2023 Flash Barometer 525
(European Commission, 2023), questions 8 and 10. All questions allow for the possibility of ‘I
don’t know, which is excluded from the calculations.

08 Having sufficient savings to meet an unexpected expense.

The question asked: If you lost your main source of income today, how long could you continue to cover your living expenses,
without borrowing any money or moving house?

Options: I don’t have emergency savings; at least 1 week, but less than 1 month; at least 1 month, but less than 3 months; at
least 3 months, but not 6 months; 6 months or more.

[ Three months or more [l Less than three months
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Notes: Definition of “Less than three months” includes those who have answered: 1) | don’t have emergency savings; 2] At least 1 week, but less than 1 month and 3) At least 1 month, but
less than 3 months.
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010 Confidence in having sufficient savings for retirement.

The question asked: Overall, how confident are you that you will have enough money to live comfortably throughout your

retirement years?

Options: Very confident; somewhat confident; not too confident; not at all confident; I do not know.

Confident [l Not confident

Total EU 100
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7’0
Max: 65%
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Notes: Definition of ‘confident’ includes those who are very confident and somewhat confident.

Appendix 4: World Bank Findex data

Min: 21%

Appendix C to the 2021 Global Findex contains a glossary, available at https://thedocs.
worldbank.org/en/doc/22d13c2efe6497e6e105e3c396a97362-0050062022/original/Fin-

dex-2021-Glossary.pdf. This is a source of data on access to financial services globally and is

based on country surveys in 123 economies.

Definitions for relevant questions:

e Borrowed from a formal financial institution (%): The percentage of respondents who

report borrowing any money from a bank or another type of financial institution or using

a credit card in the past year.

o Saved at a financial institution (%): The percentage of respondents who report saving or

setting aside any money at a bank or another type of financial institution in the past year.
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