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Disclaimer

This presentation is being made by a Consumer Financial
Protection Bureau representative on behalf of the Bureau. It
does not constitute legal interpretation, guidance or advice of
the Consumer Financial Protection Bureau. Any opinions or
views stated by the presenter are the presenter’s own and may
not represent the Bureau’s views.

This document was used in support of a live discussion. As
such, it does not necessarily express the entirety of that
discussion nor the relative emphasis of topics therein.



About the Bureau

The Consumer Financial Protection Bureau regulates the
offering and provision of consumer financial products
and services under the Federal consumer financial laws,

and educates and empowers consumers to make better
informed financial decisions.

consumerfinance.gov
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Office of Financial Protection for Older Americans

The Office of Financial Protection for Older Americans engages
in research, policy, and educational initiatives, designed to:

= help protect older consumers from financial harm

= help older consumers make sound financial decisions as
they age

Learn more about us at
consumerfinance.gov/olderamericans
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What is financial well-being?



What is financial well-being?

A state of being reflecting a person’s ability to meet current and
ongoing financial obligations, feel secure in their financial
future, and make choices that allow enjoyment of life.

Present Future
Control over your Capacity to absorb a
Security day-to-day, month- financial shock

to-month finances

Freedom of choice Financial freedom to On track to meet
make choices to your financial goals
enjoy life
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The Financial Well-Being Scale

Questions Response Options

How well does this statement describe you or your situation?

1. | could handle a major unexpected expense

Describes me completel
2. | am securing my financial future * S

3. Because of my money situation, | feel like | will never have the * Describes me very well

things | want in life e Describes me somewnhat
| can enjoy life because of the way I'm managing my money e Describes me very little

5. | am just getting by financially e Does not describe me at all

6. | am concerned that the money | have or will save won't last

How often does this statement apply to you? e Always

1. Giving a gift for a wedding, birthday or other occasion would put 4  Often

a strain on my finances for the month ,
e Sometimes
2. | have money left over at the end of the month

3. | am behind with my finances * Rarely

4. My finances control my life e Never
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The Financial Well-being Score

LOW

= Standardized number (similar to SAT score)
= A number between 0 and 100

= Adjusted by mode of administration and age group
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Interpreting the score



National Financial Well-Being Survey

A nationally representative survey of almost 6,400 adults 18+, including questions on topics such as...

Category

Measures

Financial status and
circumstances

CFPB Financial Well-being Scale and Score; ability to meet basic needs; experience of material hardship

Individual characteristics

Education; Age; Physical health; Race/ethnicity; and Sex

Household and family
characteristics

Housing satisfaction; Housing status; Marital status; Financially supporting children; Census region

Income and employment
characteristics

Employment status; Household income; Federal poverty status; Income volatility; Receiving Social Security retirement benefits;

Military service (service member or dependent); Veteran status; Employer-provided benefits

Savings and safety nets

Liquid savings; Ability to absorb an unexpected expense; Have non-retirement investments; Have health insurance; Have

friends/family safety net for emergency needs

Financial experiences

Turned down for credit; Contacted by debt collector; Have checking or savings account; Use non-bank, short-term credit; Use non-
bank transaction product; Housing cost burden; Negative financial services experience; Experienced any negative financial shocks;

Have student loan; Financial socialization; Responsibility for own finances

Financial behaviors, skills, and
attitudes

Confidence in ability to achieve a financial goal; Have a habit of saving; Effective day-to-day money management behaviors; Planning
horizon of 5+ years; Propensity to plan for finances; Financial knowledge; Financial skills
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Financial well-being score benchmarks (adults 18+)

Score ranges

Average: 54

VERY LOW LOW MEDIUM LOW | MEDIUMHIGH HIGH VERY HIGH

0-29 30-37 38-49 50-57 | 58-67 |68-100
4% 7% 25% 24% 25% 16%

Scores reflect a continuum of real financial experiences:

liquid savings
% difficult to cover o 0
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Financial well-being scores
of older women



Average financial well-being scores by age group
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Differences in average financial well-being scores by age
group and sex

Male 51 52 54 61

Female 50 52 54 59

CF b Consumer Financial
Protection Bureau Source: CFPB National Financial well-being Survey 2016



Older women with low liquid savings and in poor health
have the lowest levels of financial well-being

Average Financial

Well-Being Score Percent of older women

All women 62+ 59 100
Non-white 56 23
Still employed 60 7

Does not have a DB or DC plan 51 51

Living alone 56 69
Less than $500 in savings 44 19
High School education or Less 56 49
Poor/Fair Health 51 20
Lower than median financial skill 53 44

c ‘ [ " Consumer Financial
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Widowhood and financial well-being

All 62+
Men, widowers 62+

Women, widows 62+

50
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The role of financial behaviors
and skills



Studying the role of behaviors and skills

Financial
well-being

Your perceived
financial security
and freedom

of choice

Financial
situation

The objective
facts of your
financial life

Financial
behavior

Day-to-day
actions you take
to secure your
financial life

Financial

skill

How you find,
process, and use
relevant financial
infoermation
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Financial Skill Scale

How well does this statement describe you or your situation?

1. | know how to make complex financial decisionst
2. | am able to make good financial decisions that are new to me e  Describes me completely
3. 1 know how to get myself to follow through on my financial intentionst Describes me very well
4. | am able to recognize a good financial investment . Describes me somewhat
5. I know how to keep myself from spending too much _ .
6. | know how to make myself savet *  Describes me very little
7. 1 know where to find the advice | need to make decisions involving ¢  Does not describe me at all
money
How often does this statement apply to you? ©  Always
1. I know when | do not have enough information to make a good * Often
decision involving my money" e  Sometimes
2. | know when | need advice about my money . Rarely
3. I struggle to understand financial information* * o Never

* Denotes questions for which the response options are “reverse coded.”

‘ B T Denotes questions that are part of the abbreviated (5-question) scale.
c = I(Dlonsumer Einancial
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| r rotection bureau

19



Other controls

Financial knowledge

= Frugality, perceived economic mobility, self-control and discount/time
preference

= Race, sex and marital status

= Age, income and education

= Employment status, employer benefits
= Financially supported children

= Professional financial advice

= Family financial socialization
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Financial literacy of older adults by sex

Financial knowledge score (avg.) (1-3) 2.7 2.5

Financial skill score (avg.) (0-100) 51 50

Percent with a habit of savings 56% 57%
Percent that consults a budget 66% 69%
Parents provided savings account A e
Percent highly confident in their ability to achieve goals 87% 86%
Objective numeracy (dealing with probabilities) 67% 55%
Objective numeracy (dealing with percentages) 73% 66%
Frugality (Reusing items) 89% 87%
Self-Control 24% 22%
Discount/Time Preference (Low discount/High Patience) 66% 56%
Percent with a planning horizon of 5+ years 42% 38%

c ‘ = " Consumer Financial
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Explaining financial well-being

Financial Financial Financial Financial
skill behavior situation well-being
How you find, —> | Day-to-day — The objective —> | Your perceived
process, and use actions you take facts of your financial security
relevant financial to secure your financial life and freedom
information financial life of choice

In summary, the study found that after controlling for a number of
factors, financial behavior and skill are strongly associated with an
individual’s financial situation, which in turn, is associated with their
financial well-being.
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Measuring your clients’ the level of
financial well-being and skill



Paper version

@ CFPB FINANCIAL WELL-BEING SCALE
Scoring worksheet R

1. Select the person’s answers, record the respense value in the right hand column
and add up the total values for each part of the questionnalre.

Respol
This statement describas me Comglately Very well Somawhat Very little Natatall  vakue

1. 8 epedd handle o major unexpected expense 4 3 z o o 1
2. tamsacuring my financial fuhure i 3 @ q ® 2
3. Becaume of my mansy situstion, | fuel fibs
Fuidl st hirvs thi things | wae in He o (D 2 3 4 |
4. i can enjoy life becsuse of the way
g o g a : N O B !
5. Lamjust getting by financially o 1 2 @ 1 a
4. 1am concemad that tha monay | have 2 ;
o wil s2ve wan't last o @ * %
9
Part 1 subtatal:
[[p—

This statement applios ta ma Always  Often  Sametimes  Rarely Mavar valua

7. Giving a gft for a wedding, birthday or athear

occasian would puta strain on myp finarces @ @ 2 3 4 |
Yo Al ety
A, | have money k=t over gt the end of the month 4 3 2 @ o [}
. Fam bahind weth my finances @ 1 2 3 4 (4]
10,4y I & antel iy il ] CD 2 3 4 I
Part 2 subtotal: —5
Total recponse value: 12
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2. Find the financial well-being score

Hezwe ezled i thes peeson?

Wiesl  Oeae

How did the percon take the questionnaire?
& Self administored
L Adeministersd by sommene alse

Because scores wary based on age and how
thie questionnaina was adminisienad, you must

ol the otal respon se vahue bo s b
wall-basng scare,

Fird the raw that correspands 1o the tatal
raRnSE vahie.

by Follow that row scress 1o the columa that
cormespends o the persans age and how the

questionnaine was admirestered.

. Record the final soore
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Online version

Interactive tool that allows consumers to:

* Answer the questions and get their score

* Find steps they can take to improve their financial well-being

* See how their score compares to other U.S. adults

consumerfinance.gov/financial-well-being
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Financial well-being toolkit

A toolkit for financial educators:
= How to use the scale
= (Case studies

=  Benchmark tables

= Complementary resources

l,Q Corsume Fnancil

consumerfinance.gov/practitioner-

resources/financial-well-being-resources/
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https://www.consumerfinance.gov/practitioner-resources/financial-well-being-resources/

Using the financial skill scale

For the financial skill user guide and scale questionnaire and scoring table, visit:

consumerfinance.gov/data-research/research-reports/measuring-financial-skill/
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https://www.consumerfinance.gov/data-research/research-reports/measuring-financial-skill/

Questions?



Like what you heard? Share Iit!
Tweet using #AgeAction2019 or #WeAgeWell

@ Rate the session and speakers on the mobile app

a Vote in the conference poll

Age+Action 2019 | ageaction.org | © 2019 National Council on Aging
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