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Research Overview

• Financial literacy is associated with “own best long-run 
interest” (Mandell, 2007); “sensible saving and investment 
decisions” (Lusardi and Mitchell, 2007), “effective 
decisions”(Schagen, 2007) 

• OECD’s definition: …”understanding of  financial 
products and concepts… to make informed choices.. 
Take effective actions to improve financial well-being”

• Not just knowledge of  financial concepts but also how 
knowledge is used for decision-making based on 
“informed judgement” and theoretical rationality
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Research Overview

• This paper uses 1000Minds Software to 

investigate whether financial literacy affects 

older individuals’ spending/investment choices 

when there is a hypothetical windfall of  $50,000

• The hypothetical windfall is associated with the 

potential of  receiving a lump sum in retirement 

(that could in the form of  KiwiSaver, retirement 

savings plan, inheritance, etc.)
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Literature review
• Lusardi & Mitchell (2011) find that financial illiteracy is 

widespread even in countries where financial markets are 
developed (USA, Germany, the Netherlands, Sweden, Italy, 
Japan, and New Zealand).

• Majority of  literature finds a positive relationship between 
financial literacy and decision-making (Lusardi et al. 2012; 
Japelli & Padula, 2015) and/or retirement planning (Australia-
Agnew et al. 2013; U.S-Lusardi & Mitchell, 2007, 2011; Italy-
Fornero & Monticone, 2011), and financial behaviour (Cole et 
al. 2012)

• However, Crossnan et al. 2011 found that financial literacy is 
not significantly associated with retirement planning. 
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Motivation
• In 2008 NZ was one of  the first OECD countries to 

adopt a National Strategy for Financial Literacy 
(financialliteracy.org.nz 2008) and was revised to become 
the National Strategy for Financial Capability (2015)

• Building the financial capability of  New Zealanders is a 
Government priority...At the moment almost a third of  New 
Zealanders have low levels of  financial knowledge. If  we can 
improve their financial capability we can improve the wellbeing of  
our families and communities. (Commerce and Consumer 
Affairs Minister, Paul Goldsmith, 2015) 
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Research Questions
1. Are New Zealand retirees financially literate? Who 

are the most vulnerable New Zealand retirees?

2. How does financial literacy affect debt ownership 

and risk attitude among New Zealand retirees?

3. Does financial literacy affect spending preferences 

among New Zealand retirees?

4. How does the relationship dynamics between 

financial literacy, debt ownership, risk attitude and 

spending preferences change with different types 

of  spending choices?
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Data

• 1,191 New Zealanders aged 55 and above in two 

waves December 2018- May 2019 via Research 

Now (renamed Dynata)

• National representative of  New Zealand 

population by gender, age, and ethnicity
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Data
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Methodology

• 3 Financial literacy using questions developed by 

Lusardi and Mitchell (2006) 

• Additional question from OECD

• We use 1000Minds platform for the decision-

making survey

• G20/OECD INFE Report on Adult Financial 

Literacy in G20 Countries
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Methodology

• Suppose you had $100 in a savings account and the interest rate was 2% per 

annum. After 5 years, how much do you think you would have in the account 

if  you left the money to grow? 

• Imagine that the interest rate on your savings account was 1% per annum and 

inflation was 2%. After 1 year, how much would you be able to buy with the 

money in this account?

• Please tell me whether this statement is true or false. 'Buying a single 

company's shares usually provide a safer return than buying a mixture of  

shares from different companies in different industries'.

• Please tell me whether this statement is true or false. 'An investment with high 

return is likely to be high risk' (if  someone offers you the chance to make a 

lot of  money, it is likely there is also a chance that you can lose a lot of  

money).
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Additional Questions

• How would you ‘honestly’ describe yourself  as a risk-taker?

• Do you have any outstanding debt more than a month’s worth of  

salary?

• Which of  the following best describes your current debt position?

• Demographic questions, personal health, family (children and 

family health), work hours, living arrangement
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1000Minds Survey Interface



Choices in 1000Minds Survey

13



Results
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Summary and Conclusion

• Financial literacy comparatively high in NZ

• Younger females of  Māori or Pacific Islands ethnicity 
with lower education attainment, lower incomes, and 
greater family responsibility have significantly lower 
levels of  financial literacy

• financial literacy significantly associated to lower debt 
worries and higher risk tolerance

• Financial literacy strongly affects choosing KiwiSaver

• Debt payment motivations strongly affected by worse 
debt position 

28



THANK YOU

Questions
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