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Summary

This report presentthe results of the third national survey of financial knowledge levels of adult New
Zealanders. The Commission for Financial Literacy and Retirement Income, with the support of ANZ,
commissioned Colmar Brunton to carry out the survey in 2013 as a fajpoww the 2009 and 2005 surveys.

This year the survey scope was expanded, to encompass financial behaviour as well as financial knowledge.

Key objectives of the 2013 survey are:

A toidentify areas of low financial literacy (either by topic or populatiorg #rerefore assist educatots
improve financial literacy in those areas

A to identify sources/channels of financial education used by New Zealanders

A to assist the financial services industoyidentify where products or services are misunderstood or
confusing to consumers and thus be able to improve design or communication

A to measure changes in finaial knowledge levels since 20@Qorder to adapt education programmes and
the design or communication related to financial products and services

to make comprisons with financial knowledge surveys carried out in other countries
to explorelinks between financial kneledge and financigbehaviour

to assist the Commission in identifying areas of further research.

A fully national survey of 852o0ple aged 18+ was carried out between 9 February and 31 March 2013. All
interviews were conducted fae®-face. The average interview length was 61 minutes and the response rate
was 59%. To reflect population characteristics, the data have been edipgtage, gender and household

size All research which surveys a proportion of the wider population is subject to a degree of sampling error.
Themaximum samplingrror for the overall results for 2013 is-3.4% at the 95% level of confidenlesel

Further details on the methodology used to conduct this research can be found in Appendix A.

When interpreting survey results it is important to consider the wider survey context and the events and

circumstances in the peridéading up to the survey. Financial knowledge and behaviour is subjaataioge

of influences, many of which are external to the sector itself. Some of the following events and circumstances

YIe KI@S AyTFtdzSYOSR bS¢g %S| burafRaBtiNgeain 083y | y OA L 1y26f SF
A Uptake of KiwiSaver has increased markedly since 2009. Linked to this, more New Zealanders may have

had some sort of interaction with banks or other financial institutions about saving and investing. There
may also be a greatemzount of accessible information in the marketplace about saving and investing.

A New Zealand finance company closures and overseas bank failures were widely reported in the media
following the Global Financial Crisis (GFC). These circumstances may habeiteshto an erosion of
public trust and confidence in the finance sector and increased scepticism of investment opportunities.




A The 2010 and 2011 Canterbury earthquakes had a dramatic impact on the lives of many New Zealanders.
Issues experienced witreethquakerelated insurance claims have been reported widely in the

mainstream media, including intense coverage towards the end of the fieldwork period of the security
breaches at the Earthquake Commisstodditionally, the earthquake has led the gonment to call for

a national campaign to seismically test all residential and multunit, multi-storey residential buildings.

This plan, and its implications for building owners, was proposed during the fieldwork feMedia

coverage of the incr@ses in the estimated cost of the rebuild has been ongoing. Most recently, the Prime
Minister commented that around $13 billion of taxation is going directly into ChristcHurch.

>

There werdive quarters of economic recession in New ZeaJdrain Decembe2007 to March 2009

>

The New Zealand Government has maintained tight control over public spending, with the intention of
returning to an annual operating surplus by 2015.

>

High unemployment has left many New Zealanders concerned about their job securityg the

September 2012 quarter unemployment in New Zealand increased to 7.3 percent; the highest level since
the March 1999 quartef. At the time the research was conducted, March 2013, the latest publically
available employment figures were from the Redber quarter. These showed a decrease in
unemployment, to 6.9 percertt.During the fieldwork period unemployment fell again, to 6.2 percent.
However the unemployment rate continues to be high compared te®FE figure.

A {GF dAa&ailA Oa HiuSiold Bdhomit SUREY &or the year ended June 2011) showed that, over
the two years since June 200814l housing costs as a proportion of total regular household income
increased from 15.1 percent to 16.0 percetite proportion of households spendj 30 percent or more

of their income on housing costs increased from 19.5 perce@lt8 percent, average weekly

expenditure on rent increased 6.6 percent, aagerage weekly expenditure on property raiasreased

9.3 percent. During this time househalggular income remained relatively unchangBed.

A Due to the above circumstances, we believe it is likely that there has been more general public
conversation about money and finances (than in the past) among everyday New Zealanders, as well as a
greater foais over the last three years on financial issues by mainstream media.

' EQC accidentally releases claimants' private litio://www.nzherald.co.nz/nz/news/article.cfm?c_id=1&objectid=10872950

2 Shock in store for building owners with-@sk assetsittp://www.nzherald.co.nz/nz/news/article.cfm?c_id=1&objectid=10868959

% John Key (27 Mah2013). Video: Rebuilding Christchurbltp://www.beehive.govt.nz/feature/videerebuildingchristchurch

U188 {dGLdAraiAaA0a bSp w%BSIElIYRQ& |1 2dzaSK2fR [ 62dz2NJ C2NDS {dzNBSey {SLIiS
http://www.stats.govt.nz/browse_for stats/incomand
work/employment_and_unemployment/HouseholdLabourForceSurvey HOTPSepl12qtr.aspx

(88 {dLdAraira0a bSps %S| f ey Derdmber 20dZAcBate.f Reledsdd @ Rebizbily CRLHID S  { dzNJ
http://www.stats.govt.nz/browse_for_stats/incomand
work/employment and _unemployment/HouseholdLabourForceSurvey HOTPDec12gtr.aspx

188 {Graraaiaada bSs wSIHEFYRQE | 2dz2a8SK2f R [ 62dzNJ C2NDS { dzNBSeyY al NOK
http://www.stats.govt.nz/browse_for stats/incomand
work/employment and unemployment/HouseholdLabourForceSurvey HOTPMarl13qtr.aspx

" See page 9 of the report available at the link above.
888 {dGLdGAraira0a bSp »%SIElIYyRQa | 2daSK2fR 902y2YAO {dzNBSe o6F2NJ GKS @
http://www.stats.govt.nz/browse for sits/people and communities/Households/HouseholdEconomicSurvey HOTPYeJunll.aspx
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This report is the third in a series measuring financial knowledge and behaviour among New Zealanders. The
research is building a picture of alge over time, but it should be borne in mind that the study is relatively

new and it is not yet completely clear which changes are part of a trend, and which reflectigbdrt

fluctuations due to market conditions and/or media coverage of financiabssis the research progresses a
longerterm picture of findings will emerge.

At the overall level financial knowledge has not changed since 2009

9F OK &dz2NBSe NBALRYRSyG ¢l a FaaidaySR | wiyz2gf SRIS aod2N
asled in the survey. The total knowledge score can range from 0 (low knowledge) to 58.5 (high knovAedge).
theoveralll y2 6t SR3IS t SOSt > bSs %SI{lIYyRSNAQ FAYFIYOAlIf (y26f
remains statistically higher than whem#éncial knowledge was first recorded in 2005.

OVERALL FINANCIAL 120223

AVERAGE SCORE

Score ranges from O (low) to 58.5 (high)

BaseAll respondents
(n 2005=856, 2009=850, 2013=852)

In 2005 the population was divided into three edyaized knowledge groups based on the constructed
FAYIFIYOALE 1y2¢6fSR3IS a02NB P ¢KS&aS 3INRdzLJA I NB OFffSR
1y26f SRISQd ¢KSaS INRdzLIA 6 SNB NI [hie M&llu IS 8wledigg gr&ip OK 2 F
is significantly larger this year than it was in 2009, up from 26% to 3Z#6s increase is associated with small
(nonsignificant) decreases in both the High and Low knowledge grdupese results suggest to us that,

although at the overall level financial &twledge in 2013 is not statistically different from 2009, theeve

been some significant shifts when it comes to specific facets of financial knowledge.

° Throughout this report a green arrow or figure is used to indicate a result that is significantly higher than anothé¥5#thenfidence
level. A red arrow diigureis used to indicate a rast that is significantly lowethan anotherat the 95% confidence level.
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100%
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20%
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2005 2009 2013

Low Knowledge Medium Knowledge u High Knowledge

Base: All respondents
(n 2005=856, 2009=85@013=852)

However there have been somgsificant changes in specific aspects
financial knowledge sindde 2009survey

The small changes in the size of each knowledge group have been driven by significant changes in the
proportions of people correctly answering thirteen of the knowledge questions included in the survey: there
have been improvements for sevei the questions and reductions for six.

Budgeting:There has been a significant improvement in the level of knowledge of what a budgsitis85%

of New Zealanders now identifying the correct definition of a budget. This increase has been diarge in

part by a significant increase in understanding among young people, aged 18 to 24 years (up 16 percentage
points to 84%).

New Zealand superannuatiorthere has been a significant improvement in the proportion of New Zealanders
who know the amount oNZ Super, with over fotin-ten (43%)able to identify the correct amount from a list

of options. Knowledge of the amount of NZ Super has increased significantly for many groups of New
Zealanders, including both thdedium andHigh knowledge grougp

Constlerations for retirement:When thinking about saving fortieement, over eightin-ten (83% New

Zealanders identifthe kind of lifestyle people want for their retirement akay consideration, significantly

more than in 2009up from 75%)This increases particularly strong amwyoung New Zealanders and those

in the Low knowledge group, which may signify that KiwiSaver is having the desired effect of encouraging New
Zealanders to think about retirementiowever there has been a decrease in the projoortof New

Zealanders that say people should consider the possible length of retirement (down from 24% to 20% this
year).




CHANGES IN FINANCIAZ (200

Budgeting NZ Super Considerations for retirement
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]
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BaseFor each result
(2009=8502013=852)

Money managementThere have been falls in both the abilityntakeforward calculations (how long to save

an additional amount) antlackward calculatioe(how much has already been saydbm a bank statement

These falls have occurred across a broad range of demographic ghosgsossible these changes relate to
decreasing familiarity with bank statements rather than a worsening of numerical ability. With the uptake of
Internet banking, a proportion of New Zealanders are likely to have opted out of receiving regular bank
statements. All those who took part in the research were shown the example bank statement provided below:

< ABC BANK

123 Main Street, Hamilton

Jane Doe
456 Suburban Drive

Hamilton

Account name:

Jane Doe

This statement period starts
29 April 2012

Account description:

LSB call account

This statement period ends
28 May 2012

Account number: 010505-0012345-00

Date Transaction particulars Withdrawals | Deposits | Balance
29 April 12 Balance brought forward 521.17
29 April 12 Interest 5.45

29 April 12 Resident withholding tax 4.15

29 April 12 Visa 426.78

30 April 12 Pak n Save 64.25

4 May 12 Payment/salary 1075.25

6 May 12 ATM 40.00

7 May 12 Pak n Save 132.98

9 May 12 Cheque 120.00

10 May 12 State insurance 62.00

12 May 12 Rent to Jones Trust 240.00

13 May 12 Curry to you 27.80

17 May 12 Contact energy 93.45

18 May 12 Payment/salary 1075.25

21 May 12 Pak n Save 44.70

26 May 12 Rent to Jones Trust 240.00

27 May 12 Account fee 2.50

28 May 12 Pak n Save 97.34

Totals at end of Period 1475.95] 2275.95] 1321.17
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Money management

Maths and standard

literacy in relation to bank Financial records 1
statementsi can calculate can calculate the
the time taken to save amount saved on a
$10,000 (Q2d) bank statement
65% 73%

Decrease % correct

BaseFor each result
(2009=8502013=852)

Variable rate home loandJnderstanding of variable or floating rate home loan repayments has improved
since 2009reversing the decline reportegreviously Half of New Zealande(S1%)are now aware that a
variable or floating rate home loan can be repaid in part or in full at any time without perfaiating rate
home loans are available at historically low rates of interest and their uptakénceeased markedly as a
result. In addition to their increased prevalence in the marke, intense competition between banks in
attracting mortgage customermsay haveplayed a part in raising knowledgedifferent types ofmortgages

Managing risk:Understanding of the entitlement to shared property when a couple separates has increased
significantlysince 2009 Over eighin-ten New Zealander&82%)can now identify the correct response to the
scenario presented.

Minimising interest on home loangewer New Zealanderappear toknow that if they use their credit card to
make some of their home loan payments and only pay their card off every six monthaithegt minimise
their home loaninterest (down four points to 79%). Knowledge in this araa fallen for a range of
demographic groups, including those in tHigh knowledge group and those who have a mortgagewever
those with a mortgage armore likely than those without to understandahusing a credit cartb make
mortgage repayments witlot minimise interestn this scenario They are also more likely to correctly identify
other ways to minimise mortgage interest.

Compound interestCompound interestcontinues to be one of the worst understood elements of financial
knowledge. Just 32% of New Zealanders understand the impact of compound interest on a savings account,
with knowledge havingallen across a range of groypscluding those in thédigh financial knowledge

10
group.

¥ Since 2005 this study has measured knowledge of compound interest by asking a series of three questions about two pbapke who
been saving money over diffeg periods of time (see Q28a to Q28c, Appendix B). The OECD/INFE questions reported later in this
summary measure knowledge of compound interest differently (see Q33d and Q33e, Appendix B) however both results suggest that
knowledge of the concept is fairlow; large proportions of New Zealanders do not answer the compound interest questions correctly.
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Variable rate Managing  Minimising interest ddompound
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Financial advice and investingfrust in financial institutions has continued to weaken, possibly diNetw

Zealand finance company closures and overseas bank failures that were widely reported in the media
following the GFGNVhile over three quarters of New Zealanders (77%) know that an investment from-a well
known, reputable financial organisation is not likely to be a scam, this is a significantly lower proportion than in
20009.

CHANGES IN FINANCIAZ (200

()
%) . . . . .
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BaseFor each result
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Lower trust in the finance sector may haweightened awareness of the rules and regulations surrounding
financial advice in New Zealarithere has been a significant improvement in the proportion of New




Zealanders who know that a financalvisermust provide them with a disclosure statement, widver eight

in-ten (84%) nowbeing aware of thisThree quarters of New Zealanders (76%) understand that it is important

to find out how an adviser is being paid, a significant increase compared to 2009. Changes to the Financial
Advisers Act were made 2010 and implemented over a twelve month period, coming fully into force after 30
June 2011. The publicity around these changes may have played a part in the improved level of knofvledge
requirements when dealing with a financial adviser.

We have alsadentified sometrends across the eight year period, from 2005 to
2013

In addition to the changes in financial knowledge observed since the 2009 survey, we have also identified
some significant changes since 2005.

Knowledgeof savings

CKSNE O2ylGAydzsSa (2 o0S | &aft2¢ o0dzi adSl ReSinkg20086F 4S Ay ©
there has been a significant increase in the proportion of New Zealanders who can correctly define savings (up

three percentage points to 91%Knowledge is improving for both those with a savings account and those

without one.

Understanding of equity

Understanding of equity is stabkeross the three surveysverall Howeverthere is an upward trend in the
ability of mortgage holders to correctbalculate equity, building on the improvement seen in 208&0ong
mortgage holders understanding of equity has increased from 71% in 2005 to 84% in 2013.

The advantages of internet banking

Use of Internet banking continues to rise, with nearlyisien (59%) New Zealanders now using it. There
continues to be a broad understanding of the range of benefits that internet banking offers. However, the
proportion of New Zealanders who say it offers no benefits or that they arelatetinet has risen significaly

since 2005, although this group remains small at 7%. This increase perhaps reflects the amount of media
coverage Internet fraud has received in recent years. Among those who use Internet banking, there appears to
be a growing sense of this being aitime activity, with fewer users mentioning a range of specific financial
advantages of Internet banking. As Internet banking has become more ubiquitous people may no longer see
its distinct advantages.




Gomparisors with internationaldata suggesthat New Zealanders have
relatively high financial knowledge

In 2012 the OECD International Network on Financial Education (INFE) published the results of a pilot study
comparing financial literacy among adult residents of 14 participating courltri&s part of the pilot study,

common questions were included in surveys to measure financial knowledge in each participating country. The
core questions were included in the 2013 Financial Knowledge and Behaviour Survey.

For the purposes of making an intational comparison, th©ECD/INFEompare the proportion of people in
each country who correctly answer six or more out of eight questions. The chart below displays the New
Zealand result, and also the result for the 14 other countries included in thiespildy.

The New Zealand OEXLINFE knowledge score is significant higher than all fourteen countries that participated
in the pilot study.

INTERNATIONAL CZ.Im U220

(comparison results provided by the OECD)

United  Norway Estonia Poland
Kingdom
Ireland l l
iHungary
Germany. / T
I
Czech Albania New Zealand

British >

> - Republic Armenia
Virgin P
—— Islands Malaysia
Peru
—>

South Africa

OECD / INéFiBwledgeasure

Source for international result: OECD / |

Like many people from the countries included in the OECD/INFE pilot report, the vast majority of New
Zealanders aaanswer the interest paid on a loan, definition of inflation, risk and return and division questions
correctly. Understanding of diversification is a relative strength for New Zealanders, as is our understanding of
compound interes(although half of NewZealanders do not answer the compound interest question corrgctly
only 54% desoin Norway, the highest scoring counfry

Relative to other countries, understanding of the time value of money is an area of weakness for New
Zealanders. Seven of the fourteeountries included in the pilot study achieved a higher result for this

" See Atkinson, A. and Messy, F. (2012). Measuring Financial Literacy: Results of the OECD / International Network d&idEeadiarial
(INFE) Pilot StydOECD Working Papers on Finance, Insurance and Private Pensions dC D3P ublishing.
http://dx.doi.org/10.1787/5k9csts90fr4n



http://dx.doi.org/10.1787/5k9csfs90fr4-en

guestion. Division is also an arearefativeweakness, although a large majority answer the division question
correctly.

NEW ZEALANDOS RANITI I

[Q30] [Q33f] [Q41] [Q44] [Q33d] [Q33e] [Q33c]

Calculation of
conceplnterest paibefinition oRisk and interest pluSompound
measured on a loan inflation  return Diversificatioprincipal interest

vt 99%0 96% 90% 78% 77% 49%

PEEEOE

NEW ZEALANDO6 S RANK OUT OF THE 14 O

Base: For eactesult Source for international result: OECD / |

(n 2005=856, 2009=850, 2013=852)

The levels of financial knowledge in New Zealand cahaatompared as fully with those in Australia, but a
limited analysisisggestghat they are similar (see Page).




The 2013 survey included a series of questions designed to measure djreaifaéal behaviours. Nearly all of
the behaviour questions were drawn from the New Zealand Financial Behaviour Index (NZFBI). A small number
of behavioural questions were already included in the previous 2005 and 2009 surveys.

The NZFBI is a sixonthly survey carried out online in May and November each year. Because the survey
being reported on here is carried out through fatoeface interviews rather than online, it would not be
appropriate to compare responses with those from the NZFBI. Howevehedanost part results differ only
marginally between the two studies.

The majorityof New Zealanders say they have financial goals, although fewer
have a plan in place to achieve their goals

For the purposes of this survey financial goal is broadiefined and could include retirement goals as well
as other goalsHaving a plan in place is defined as having a goal, working out how much money you need to
achieve itandtaking action to build up the money needed to achieve it.

Whilethe majority (78% of New Zealanders say they have financial gamisrall only a third (34%) of adult

New Zealanders has a plan in place to achieve aenid one to five year goal, and just one quarter (25%) has
a plan in place to achieve a lotgym five plus year goalt should be recognised however that planning is
moderated considerably by age, with the likelihood of having a plan peaking (and being considerably higher
than average) between 45 and 54 years of age. flig be aime when many New Zealandevegingiving

serious thought to their financial situatiomhen theyretire.

GOAL SETTING ANZ ~_ 20002

For the purposes of this survey, having a plan in place includes having a goal, working out how
much money you need to achieve it, and taking action to build up the money needed to achieve it.

Plan in place to achieve financial g

By of New Zealanders } _
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least one goal plan plan plan
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say they have financial

» goals written down or

[ J
4434314 recorded somewhere
0000000000
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PASY)  plan written down or
00000000

0000000000 recorded somewhere
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BaseFor each result
(n2013=852)




Two in every three Zealanders could access emergency money if something
unexpected were to happen.

More than two thirds (71%) of adult New Zealanders say they would be able to atdes§ie G KNBS Y2y (i Ka
worth of their household income in an emergency, howevemaller proportion (420) say they could access

all of this emergency money through their own savings and investments. The remaining 29% would need to

access at least some of tieoney another way. The ability to access up to three mothsth of household

incomeis strongly related to household income, with people from higher income households being more likely

to have accest an emergency fund.

Around half of New Zealandeasinually review their insurance to check they
have the right cover fotheir situation.

Just under half (4®) of adult New Zealanders say that they reviewed their insurance over the last 12 months
to check that they have the right cover for their situatidrhis figure includes those with no insurance, who
were asked whether they reviewed this to check that having no insurance was right for their sitlissioes

or troubles experienced with earthquakelated insurance claims following the Canterbury bgttakes have

been widely reported in the mainstream media. We suspect the proportion of New Zealanders who annually
review their insurance is higher than it would have been prior to the 2010 and 2011 Canterbury earthquakes.

PREPARING FOR THE .22 721

More than two thirds of adult New

Zealander say they would be able to

access up to three mont hso
their household income in an

emergency

w rth' of

Just under half (48%) of adult New Zealanders
say that they reviewed their insurance over
the last 12 months to check that they have
the right cover for their situation.

Amuch smaller proportion could
access all of thisemergency money
through their own savings and
investments

The remaining would need to
access at least some of the
money another way:

Seventeen 17% of respondent who have no
insurance policies are included in this result.

A 16%would sell something
A 13%would access credit

A 12%would get aloan from friends or family

A 6%would use some form of income replacement insurance
A 6%would receive a gift from friendsor family

A 4%would accessthe money in some other way.

Base: For eactesult
(n 2013=852)

They were asked whether they have reviewed
thisin the past 12 months to check that having
no insurance isright for their situation.




Use of internet banking iNew Zealand has increased substantially.

The way New Zealanders pay for goods and services has changed dramatically since this survey was first

carried out in 2005. Although EFTPOS and cash are still the predominant methods of payment, the use of

Internet bankinghas increased markedly, from 34% in 2005 to 59% this year. Further analysis shows that while

uptake ofinternetbankingh @ t 2 6SNJ I Y2y 3 &42YS RSY23INI LIKAO 3INRdzZLIAZT A&c
or over, uptake haalsoincreased among thesaaups since the 2009 survey.

Close tawo thirds of New Zealanders have a budget, and around half earn
more than they spend.

The proportion of New Zealanders with a budget (61%) has not changed consideénallyhissurvey was

first carried out in 2005When it comes to spending, half of adult New Zealandel%)earned more than

they spent and a further 28%arned as much as they spentthe three months leading up to the surveyhe
remainder(20%)earned less than thespent over the three monthgrecedingthe survey.

New Zealanders appear to be keen to get a good deal when making significant
purchases.
Three quarters of New Zealanders (76%) who have made a significant purchase in the last three months

shopped around for that purchase. N&ealanders are most likely to shop around when purchasing a product.
They are less likely to shop around for a trade or health service.

There Heen a Half of New Zealawders Three quarters of New  Over half of New
substantial increase in earned more than they hav&alanders (76%) who hav&ealanders (61%)
the proportion of New spent over the past threenade a significant purchase ihave a budget

Zealanders using months the last three months shoppzd

internet banking around for poathase

S mm

New Zealanders aress likely wwwwwwwwww

h d fi d
reatnoenie o TIMIRTMIT

87% of those who purchased & wwwwwwwwww

product shoppediround (n=244) wwwwwwwwww

ch | L8895 eL?

Earned less thamed as mu (‘hSS% of those who purchased a wwwwwwwwww
| have spenés | have spent trade service shoppedround
(n=71)

41% of those who purchased a This result has re
health service shopped
around. (=53 the same 1008

Base: Unless otherwise stated, base for each result
(n 2005=856, 2009=850, 2013=852)




Many New Zealanders are keen to avoid interest on debt.

Firstly, a minority of New Zealanders (17%) say they have had a retail purchase agreement in the last year. Of
those who have paid off retail purchase agreements in the last year, a strong majority (87%) paid off their
agreements before the end of the intest free period (if their agreement had an interest free period).

Secondly, the majority of New Zealanders appear to use unexpected money wisely to pay back debt. A third
(33%) of respondents with at least one debt (excluding a student loan) have hadmomey than expected at

some point in the last three months. This can happen when someone receives more money than they normally
receive, or when something costs less than it is expected it to cost. Of those who have had more money than
expected, more tha half (59%) used that money to paid back some debt.

Finally, over half of New Zealanders with a credit card avoided any interest in recent months; 57% say they
paid their credits card off in full each month over the previous three months.

When it comes tanortgages and personal loans, relatively speaking fewer New Zealanders appear to have
taken action over the last three months to pay back more than required by or agreed with their ieBdes
and 36% of those with these loans, respectively, have pailt beore than required by the lender.

MANAGING AND REC_ 2.2 ZZC

And over the previous three months:

. . Base: Those with one or
57% of those with a credit card more credit cards

paid it off in full each month (0 2013=536)
Just 17%ay they have had a
retail purchase agreement in

the last year. 59% percenbf those with debt, and who di”?“.”;%’m hLave |

had more money than they expected at | e ot o

Most of those who have paid somepoint, used that money to paid 2%'::52;?&?:752‘;?
off an agreement did sbefore back some of their debt. \hree months (n

the end of the interest free 2013=166)

period (if their agreement had

; b 37% of those with a mortgage paid off )
an interest freeperiod). > gage p Base: Those witha

more thanrequired bythe lender mortgage (n 2013=298)

BaseAll respondents (2013=852,

andthosewho have paid off " . . Base: The ith
agreements with an interest free 36% of those with a personal loan paid ;j;o na?f:avx;n a

period(n 2013=53), respectively. off more thanrequired bythe lender 2013=122)




Most New Zealanders appear to be putting some money aside, at least for the
short-term.

Most New Zealanders appear to be putting some money aside, at least for thtetehm. Sixty two percent of
peoplesay they hae put at least some money into savings over the last three months. However less than one
third of respondents are saving for the mi@0%) to longerm (28%).

Nearly two thirds of respondents (59%) say they are investing money somewhere other than/&iwlbes
includes term deposits, property, shares, own businesses, bonds, unit trusts or managed funlsyiBaver
retirement or superannuation schemes, and other investmelit&iwiSaver is included, then three quarters
(75%) of New Zealanders are@sting money.

Takeup of KiwiSaver has increased markedly since 2009, from 29% to 52%.

SAVING AND IN'ZZ270 2

62% peraghtespondents Nearly two thirds (59%) say thegiwiSaveembership has
say they have put at least son@e investing money somewharereased markedly since
money into savings over the other thidiwiSaver
last three months

- X

y:

Thisincludes term deposits, property, Up from 29%to 52%
have put have put have put sh'z:rez own busnesda?s l;onds unit
money money away money K f;vs or manage atl'm S, Eon_
awayforthe  forthemid-  awayfor the wisaver &épefag?u ion schemes,
short-term term long-term and in other ways.

Basefor each result
(n 2009=8502013=852)

There is a clear soceconomic divide when it comes to savings, with those who are more educated and on
higher incomes being most likelo save or invest. This soe@conomic divide is less pronounced though when

it comes to KiwiSaver membership, where those with personal annual incomes between $50,000 and $70,000
are significantly more likely to be KiwiSaver members than others with higher and lower incomes.




FewerNew Zealanders are receiving financial advice from media sources

Banks are still the main source of financial advice in New Zealand, followed by friends and family, websites,
Sorted resources and then the media. Since 2009 there has been a declinaigetbémedia sources, such as
print media and television programmdsew Zealandifiance company failures following tie&~Gnay have
contributed to public scepticism of investment opportunities advediserough the mainstream media.

FINANCMREORMATION C1 2.2V 22

WHERE NEW ZEALANDERS OBTAIN FINANCIAL

37%

47%

(down from

23% in 2009) (down from
2% 21% 16% 15% 21%in 2009)
§ 1%

Yowsank  Family =~ Websites Sorted Newspapers Financial TV
relatives/ /magazines Advisor Programmes
friends : leaflets

(booklet, website,
or seminar that
used Sorted
materials)

Base: For each result
(n 2009=8502013=852)




Fewer New Zealamals own shares, while more are using store cards and
revolving credit facilities

¢CKSNBE KIF@S 0SSy a2YS8S aixayAaFTiolyd OKIFy3Sa
has been a significant drop in share ownership, anéhcrease in owership of revolving cudt facilities and

store cards.

PRODUCT OW?.Z 2000

SHARE OWNERSHIP  STORE CARD OWNERSHIREVOLVING CRE
FACILITIY

2009 2013 2009 2013 2009

Base: For eactesult
(n2009=850 2013=852)

2013

AAYOS
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There ignajority agreement that people are responsible for their own financial
future, but there is a gap between knowledged action.

Although the majority (91%) of New Zealanders aghsg people are responsible for their own financial
future, there is a considerable gap between knowledge and actiomly onein-three New Zealanders (31%)
have worked out how much they wileed for their retirement, even though most (88%) understand that they
will need to save for their retirement.

More than half(54%2 ¥ b Sé %SItIFyRSNAR alée (KSe (GKAyYy]l Fo62dzi FAYIl Y
f20Q 2N WI T Andlpedplé B dayefithdctionoyp@refazitdirFetirement will be a major
challenge, although there is a groundswell of opinion that financially planning for retirement is vital.

ATTITUDES TOWARD FINANCIAL MA" " =5

Agree that they are Say they think about financial
personally responsible for planning for their retirement

their financial future (91%) either o6a | ot o dfvevwkedouthoy
amount much they will need
' for their retirement

Agree that they will need to (31%)

save for their retirement
(88%9

Base: For eactesult
(n2013=852

Relative to 2009, there have been across the board improvements in New Zey RSNAR Q | G GA (dzRS& (i
financial matters and retirement:

A Itis important to shop around to get the best deal for financial products and services such as insurance,
loans and credit cards (agreement up 4 points to 95%)

A 1 believe | am personally respobls for my financial future (agreement up 3 points to 91%)

A ltis important to have a current will (agreement up 6 points to 91%)

A 1 have worked out how much | need for my retirement (agreement up 5 points to 31%)

A People with KiwiSaver will have an adequagtrement income disagreement up 12 points to 44%)

A Because of New Zealand Superannuation | don't need to save for retiregisagreement up 12 points

to 88%).




Those in the High knowledge group tend to score more highly than those in the Low knowledpday

attitudes toward financial matters and retirement, with higher scores on four of the six statements. These

aidl idSySyida IINBY IaINBSAy3d GKIFG AdGQa AYLERNIIyd (2 akKz2Ll
current will is important: disageing that KiwiSaver will provide an adequate retirement income or that NZ
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Background and objectives

In 2005, the Commission for Financial Literacy and Retirement income (the Comrfisgiththe support of
ANZ, aske€olmar Bruntorto conduct abenchmarksurvey of the financial knowledge of adult New
ZealandersThe survey was carried out again in 2009.

The Commission asked Colmar Bruntoc@aductthe survey again in 2013. This survey ieseall questions

GKIFG F2NY GKS o0FaAra 2F GKS YSI & the previoS surveyS | £ 1 Y RS NEA ¢
Howeverin 2013the survey also includka new series of questions designed to measure specific financial
behavioursNearly & of the behaviourquestions were drawn from the New Zealand Financial Behaviour Index

(NZFBI). The NZR8hsixmonthly surveydesigned to track key financiaéhavious at regular intervas.

This report presents the detailed findings from the 2@1Bsey and daws comparisons with previous surveys
where appropriate.

The key research objectives of the 2013 survey are:

A to identify areas of low financial literacy (either by topic or population) and therefore assist edutators
improve financial literacy in thesareas

to identify sources/channels of financial education used by New Zealanders

to assist the financial services industoyidentify where products or services are misunderstood or
confusing to consumers and thus be able to improve design or communication

A to measure changes in finaial knowledge levels since 20@Qorder to adapt education programmes and
the design or communation related to financial products and services

to make comparisons with financial knowledge surveys carried out in other countries
to explorelinks between financial knaledge and financial behaviour

to assist the Commission in identifying areas offfer research.

12|1n 2005 and 2009 the Commission for Financial Literacy an:Retit Income was then called the Retirement Commission.




Ne

W

" " o . - Zea

bSs %SIElIYRSNAQ FAYI YOAL fan
der

a ¢
fina
Nci

G GKS 2@0SNItt 1y26ftSR3IS £ SOSES bSg %SHElIAMRISNEQ FAYY

remainssignificantlyhigher than when financial knowledge was first recorded in 200&Medium

kno
knowledge grouphas increased significantly by siercentage points since 2009his increase is associated
with small(non-significanj decreases in both theligh andLow knowledgegroups.At the end of this section wie
of the report is a summary oésults to the financial knowledge questions that involvengigant increases or
decreases in knowledge since 2009.
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indicates their level of personal financial knowledge. It is possibléh&knowledge scre to range from 0 to
58.5, with higherscoresindicating higher personal financial knowled@de distribution of knowledge scores
for 2005, 2009, and 2013 is shown in the chart below.

Distribution of knowledge scores

Low Medium High
140 - knowledge knowledge knowledge

120 + 2005
2009
100 ——2013

80 +

60 -

Number of responses

40 -

20 4

Base All respondents
(n 2005=856, 2009=850, 2013=852)

Attheoveralll y2 ¢6f SR3IS t S@St > bSs %SItFIYRSNEQ FAYIYOALf (1y25
it remainssignificantlyhigher than when financial knowledge was first recorded in 2005.

The average (mean) knowledgeores for each survey are as follows:

A 2013:mean = 40.72, standard deviation = 8.21
A 2009:mean = 40.67, standard deviation = 8.85
A

2005:mean = 39.67, standard deviation = 8.38
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In 2005 the population was divided into three equadlged knowledge groups based onanstructed financial 3
knowledge score (FKS). Respondents were then grouped by their level of knowledge into three groups (tritiles)f,na i
|

as follows:

Financial knowledge groups

NnCi
A Low knowledge FKS of less than 37.25 al
A Medium knowledge FKS of 37.25 to 44 kno
A High knowledge FKS of 44 to 58.5. wle

Using the 2005 definitions (listed above), the knowledge groups have also been constructed using the 2009
and 2013 data. By using the same definitions as in 2005, we can assess whether the size of the knowledge
groups has changed over time. For examihle,analysis in this section of the report assesses whether the size
of the Low knowledge groupas changed by comparing the proportion of the population who had a financial
knowledge score of less than 37.25 in 20dth the proportion of the population Wo had a financial

knowledge score of less than 37.25 30

Low, Medium andHigh knowledge group

The sizes of the three knowledge groups (Low, Medium and High) are illusimatteel following chart for
2005 2009 and 2013.

Size of financial knowledge groups

100% -

80% -

60% -

34
26 24

40% - ¥
20% -

33 31 29

0%
2005 2009 2013
Low Knowledge Medium Knowledge m High Knowledge

Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green dente statistically significant increases since the previous wakewsin red denote statistically significant
decreases since the previous wave.
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For the most part, the knowledge groups in 2013 are fairly similar in size to the knowledge groups in 2009. Zea
High k led an
igh knowledge group der
In 2009 there was a marked improvement in financial knowledge, withHiga knowledge groumcreasingn a ¢
sizesignificantly from 33% to 44% 2013 theHigh knowledge groupemains statistically similar to 2009, fina
although that has beea smal{non-significan} decrease ofour percentage points, from 43% to 39%%. nci
Low knowledge group al
kno
The size of theow knowledgegroupis alsostatisticallysimilarto 2009, at 29%. Having sahds, results across wle

all three surveys are suggestive ajradual decline in the size of this group. Although not statistically
significant, the size of this group has decreased by four percentage points, from 33% in 2005 to 29%n 2013.

Medium knowledge group

TheMedium knowledge groupas increased significdgitby six percentage points since 2009, from 26% to
32%. This increase is associated with the smalisignificant decreases in both titigh andLow knowledge
groups.

Demographic profile of knowledge groups

Tablel profiles demograhic groups by the three knowledge groups. The table contawspercentagesAn

example of how the data should be interpreted is as follows: Forty one percent of males, and 38% of females,

are in theHigh knowledge groughis table can be used to idefytistatistically significant increases and

decreases between surveys. However due to smalssubple sizes and the amount of time between surveys,

0KS GFrotS aKz2dzZz R y20 0SS dzaSR (2 RNl g O2yOfdzaizya | 062c
knowledge across the eight year period as a whole.

Key patterns in the datancluding only those changes which are significarg,as follows:

A Financial knowledgeemainshighest among the 364 year age range, although there has been a
decrease in knowledge among-34 year old, and particularly among males aged 35 to 44 years.

A Financial knowledge appears to have increased among those aged 65 years or over. R&2a0@there
are fewer peopt aged 65 years or over in the Low knowledge graunl there a& more men agd 65
years or over in théligh knowledge group

A Financial knowledge hasincreadeY2y 3 ABYNRMBR (2 wnnd GKSWS | NB Y2NE
knowledge group and fewer in theeow knowledge grouBetween 2005 and 2009 the proportion of
Mnori in each knowledge group remained fairly stable.

A In terms of education, financial knowledgemains highest amongore highly qualified New Zealanders.
However réative to 2009 there are fewer tertiargducated New Zealanders in thigh knowledge group
and more in theMedium knowledge group

A Those vho have placed theinouse in a trust tend to have high financial knowledge. This result is even
more pronounced thait was in 2009Those who own their own home alsend have higher than
average financial knowledge, although relative to 2009 there are fewer home owners litighe
knowledge groumnd more in the Medium and Low knowledge groups.

3This difference is significant at the 90% confidence level, but not the 95% confidence level.

“This difference is significant at the 90% confidence level, but not the 95% confidence level.
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A Renters tend tdhave laver financial knowledge than otheend, compared to 2009, there are fewer Zea
renters in theHigh knowledge group lan

A Those irpaid employment tend to have higher financial knowledge than those not in paid employment, der

however relative to 2009 there are fewer @hoyed people in thédigh knowledge groupnd more in the x
Medium knowledge groupwWhen the results are broken down further by occupation, we can see that this )

decrease is driven mainly by those who aetf-employedor own their own businesdn contrast, fina
clerical/salesandserdi { At £ SR SYLX 2 & S S apRear® fo fdvafcteaskedlightlyysiacg £ SR 3 S g
2009, as there are fewer clerical/sales and sshiiled employees in theow knowledge group

al

kno

Tablel: Profile of demographi@roups by knowledge wle
Sample Size Low knowledge | Medium knowledge| High knowledge

Demographic categories

Yn| @9 | W3 | WYn| W9 | W3 | Yn| €9 | W3 | Yn| W99 | w3
n= n= n= % % % % % % % % %
Total respondents 856 | 850 | 852 | 33 31 29 34 26 32 33 43 39
Men 399 | 366 | 371 | 25 | 28 | 26 | 36 | 27 | 33 | 39 | 46 | 41
Women 457 | 484 | 481 | 40 34 32 32 26 31 28 40 38
18-24 92 83 71 57 57 51 32 25 27 11 18 21
25-34 147 | 116 | 120 | 30 37 36 42 30 32 29 33 32
3544 201 | 166 | 171 | 24 20 23 30 23 34 46 57 43
4554 158 | 160 | 140 | 22 | 15 | 16 | 28 | 25 | 36 | 50 | 60 | 49
55-64 110 | 145 | 152 | 28 | 21 18 | 39 | 27 | 33 | 33 | 53 | 50
65+ 148 | 180 | 198 | 45 44 34 33 28 28 23 29 38
Males 1824 52 | 33 | 34 | 53 | 57 | 56 | 26 | 24 | 25 | 21 | 19 18
Males 2534 57 48 53 23 37 24 43 32 47 34 31 28
Males 3544 90 72 66 16 17 21 36 20 32 49 64 47
Males 4554 76 | 66 | 56 18 | 10 | 14 | 34 | 28 | 38 | 49 | 61 | 48
Males 5564 54 | 66 | 68 16 | 16 | 20 | 38 | 25 | 28 | 46 | 59 | 53
Males 65+ 70 | 81 | 94 | 35 | 37 | 24 | 35 | 30 | 27 | 30 | 33 | 49
Femalesl8-24 40 | 50 | 37 | 61 | 57 | 46 | 38 | 26 | 29 1 17 | 25
Female5-34 90 | 68 | 67 | 36 | 38 | 46 | 40 | 27 18 | 23 | 35 | 35
Females35-44 111 | 94 | 105 | 32 23 25 24 26 36 44 52 40
Femalegt5-54 82 | 94 | 84 | 27 | 20 | 17 | 22 | 22 | 33 | 51 | 58 | 50
Female$5-64 56 79 84 39 25 15 40 29 38 21 47 47
Females5+ 78 | 99 | 104 | 52 | 49 | 43 | 31 | 25 | 28 | 17 | 25 | 30
New ZealandEuropean 537 | 640 | 616 | 24 24 22 37 27 30 39 49 48
an2N: 181 | 112 | 135 | 67 56 43 22 31 31 11 13 26
Pacific peoples 133 | 32 43 85 66 49 11 12 23 4 21 28
Asian peoples 42 60 74 56 40 37 24 28 41 20 32 21
Primary or basic secondary 273 | 205 | 203 | 54 53 49 32 28 29 14 18 22
Secondary school qugtation (only) 218 | 197 | 203 | 34 34 28 33 30 36 33 37 35
Tertiary or posigraduate education 365 | 441 | 446 | 20 20 21 35 24 31 45 56 48
Owned by self/partner 491 | 437 | 436 | 23 22 17 33 22 34 44 57 48
In a trust NA 76 79 NA 16 7 NA 36 13 NA | 48 80
Rented 271 | 286 | 275 | 45 44 44 36 28 37 19 28 19
Owned by another in household 74 32 53 59 50 51 33 26 22 8 24 28
In paid employment 522 | 507 | 500 | 24 22 19 35 26 36 41 52 45
Not in paid employment 334 | 343 | 352 | 51 46 45 30 26 25 19 28 30
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. . _ Zea
Sample Size Low knowledge | Medium knowledge| High knowledge
Demaographic categories lan
WYn| W9 | W3 | Wn| W9 | W3 | Wn| W9 | W3 | Wn| W | w3
n=| n=|n=| % | % | % | % | % | % | % | % | % der
Total respondents 856 | 850 | 852 | 33 31 29 34 26 32 33 43 39 3 ¢
Main ubanarea 647 | 599 | 616 | 35 31 27 32 23 32 33 46 41 fina
Provincial 93 | 133 | 128 | 24 34 30 34 29 37 41 37 33 .
Rural 115 | 117 | 108 | 28 27 35 40 38 25 32 35 40 ncl
Houshold income of $20,000 or less 192 | 159 | 128 | 62 59 63 30 20 23 8 21 13 al
Houshold income of $20,00tb $50,000 266 | 230 | 239 | 38 38 39 34 30 34 28 32 28 kno
Householdrnicome of $50,0010 $100,000 | 222 | 205 | 240 | 21 14 16 38 30 40 42 56 44 wle
Householdricome of more than $100,000 118 | 146 | 173 | 10 9 8 31 20 27 59 71 65
Peronal income of $10,000 or less 113 | 79 67 57 58 58 24 20 23 19 22 24

Persnal income of $10,00tb $20,000 184 | 174 | 140 | 47 44 44 37 22 34 16 34 22
Personal inome of $20,0010 $30,000 129 | 130 | 129 | 42 33 33 28 28 37 30 39 30
Personal inome of $30,0010 $40,000 106 | 75 75 24 31 36 46 33 29 29 37 35
Personal inome of $40,0010 $50,000 84 80 97 18 7 28 31 43 35 51 51 37
Personal inome of $50,0010 $70,000 90 87 | 116 | 10 9 6 37 26 39 52 65 55
Personal inome of $70,0010 $100,000 47 67 81 7 13 6 33 19 37 60 69 57
Personal inome of more than $100,000 28 37 49 7 9 2 29 13 17 65 78 81

Retred/superannuitant 128 | 160 | 171 | 45 46 40 32 23 26 23 31 34
Bendiciary/unemployed 60 50 54 63 60 55 28 23 20 9 17 25
Clerical/sales employee 65 46 54 19 33 9 32 25 42 50 42 49
Semiskilled worker 50 41 43 73 65 42 21 24 33 5 11 25
Technical/killed worker 138 | 144 | 143 | 29 22 27 36 28 33 35 49 39
Business mprietor/self-employed 82 80 74 17 10 17 47 22 35 36 68 49
Businessnanager/executive 78 74 65 19 13 19 34 25 25 48 62 55
Teacher/nurse/police 82 68 72 34 25 19 36 26 38 31 49 42
ProfessiondSeniorGowernmert official 37 46 66 15 15 11 21 19 28 64 66 62
Labourer/manual/agriailture/domestic 80 40 55 53 51 54 26 24 34 21 24 12
Negdive net worth 184 | 195 | 192 | 51 49 50 37 27 32 12 24 18
$0 to $100,000 net worth 236 | 160 | 144 | 47 85 29 33 24 38 20 41 34
$101,000t0 $300,000 net worth 175 | 166 | 173 | 31 32 29 32 26 32 37 42 39
$301,000 td$600,000 net worth 128 | 195 | 174 | 16 22 18 33 26 32 51 52 50
$601,000 pls net worth 127 | 134 | 169 | 13 8 10 36 28 26 52 65 64

Note: The figures in green denote statistically significant increases since the previous wave. The figures in red denotd\statistica
significant decreases since the previous wave.

Profile of knowledge groups by product ownership

Table2 profiles the three knowledge groups by product ownership. The data contalosn percentages

An example of how the data should be interpreted is as follolws2013, 9% of theHigh knowledge group

havea savings accounthis table can be used tdentify statistically significant increases and decreases

between surveys. However due to small sdmple sizes and the amount of time between surveys, the table

aK2dz R y2i 0SS dzaSR (2 RNI g 02y Of dzaAz2ya ypoodudzi (GNBYRa A
ownership across the eight year period as a whole.

Key patterns evident in the data are as follows:

A Across many of the financial products, ownership is highest amonfititeknowledge groupnd lowest
among theLow knowledge group
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A Since 200%here have been a number of significant increases and decreases in product ownership across Zea
the knowledge groups. lan
- The incidence ddtore cards is higher among both the Low anedium knowledge group der
- The incidence afredit cards is lower among both theddium andHigh knowledge group a ¢
- Since 200 the incidence of cheque/transaction/current accounts has decrdaseong theHigh fina

knowledge groupwhile the incident of revolving credit has increased. Also amongligke

. L : ) . nci

knowledge groughe incidence of personal (nelkiwiSaver) retirement savings/superannuation and
persoral overdrafts has increased since 2009. al
- The incidence of Student Loans has increased amonbdheknowledge group kno
wle

- The incidence of high interest call accounts hasgased among th&edium knowledge groupand
the incidence of shares has decredsanong this group.

A Compared to 200gake-up of KiwiSavers higher for all knowledge groups. Consistent with 20088
take-up of KiwiSaver correlates positively with higtigrancial knowledge.

Table2: Profile of knowledge groups by product ownership

Total sample Low knowledge Medium knowledge High knowledge

Demographic categories
Yny W9 w3 Yny W9 w3 Ynyg W9 w3 Yny W9 W3

n= n= n= % % % % % % % % %
Sample Size n= 856 | 850 | 852 | 373 | 259 | 247 | 250 | 225 | 265 | 233 | 366 | 340
Chequel/transaction/current a/c 84 87 89 69 74 81 89 87 91 95 97 93
Savings account 84 85 86 83 79 75 85 85 90 84 89 91
High interest call account 12 17 17 7 8 3 13 10 17 17 27 28
Term deposit/term investment 25 28 27 16 18 16 26 28 30 34 34 34
Unit Trust/Managed fund 15 11 9 2 4 4 14 7 6 28 17 14
Share$ 21 22 16 10 8 6 22 22 13 29 31 25
KiwiSaver - 29 52 - 17 43 - 31 53 - 36 51
gf&f;ﬁﬁzzgnmk based 16 | 14 | 15 | 11 | 4 6 | 13 | 13 | 16 | 23 | 22 | 20

Non-KiwiSaver prsonal retirement
savings / superannuation
Mortgage/loan on home live
in/holiday home

Mortgage/loan on other properties

23 18 21 15 ) 9 25 20 20 28 23 30

29 27 30 20 10 12 27 24 29 41 41 45

12 10 11 2 3 2 12 6 7 20 17 21

owned

Personal loan 12 17 16 14 14 15 14 23 18 7 15 14
Personal overdraft 22 23 27 10 16 13 28 25 30 27 26 85
Revolving credit 11 8 11 2 1 2 10 6 8 21 14 21
Government student loan 12 15 18 11 13 21 16 18 21 10 14 14
Credit cards 64 66 62 35 37 43 70 70 60 86 84 78
Store cards 27 24 34 18 13 29 33 29 40 30 29 34
Debit cardt - - 47 - - 36 - - 56 - - 46
Lease or hire purchase 21 15 17 24 15 14 20 14 19 19 16 18
House/contents insurance 75 69 68 54 42 37 76 71 70 96 86 90
Vehicle insurance 78 73 75 61 47 47 79 79 80 94 89 91
Private health insurance 40 40 39 27 24 23 39 38 40 54 53 50
Income protection insurande - - 18 S S 9 - - 19 - - 24
Another type of insurandé - - 35 - - 23 - - 37 - - 42
Acurrent will 59 59 59 42 46 43 60 56 53 76 71 75
An enduring power of attorney 35 33 34 26 27 32 38 34 29 40 36 40

Note: *In 2013 we specifiedharsA y Wl 0dzaAy Sad& 20KSNJ GKIy @2 dhdfigues/itoteeridenatd SR T2 NJ G KS
statistically significant increases sirtbe previous wave. The figures in red denote statistically significant decreases since the previous

wave.




Knowledge drivers of changes in knowledge groups

The remainder of this section of the repamntcludes details of the results to individual financiabwledge

guestions. Table3 below provides a summary of the results to the financial knowledge questions that involve

significant increases or dexases in knowledge since 2009.

Table3: Knowledge drivers ofhanges in knowledge groups

Knowledge area

Point allocation in
definition of
knowledge groups

Change in correct knowledge since 2009

Increases in knowledge

Mortgages in relation to home loan interest ratesan repay variable of
floating rate home loan in full or in part without penalty (Q24b)

Managing risk; entittement to share of house when two people
separate (Q26)

Retirement planning important to consider retirement
spending/lifestyle (Q35)

Consumer rights and responsibilitiegmportant to find out how a
financial adviser is being paid (Q47a)

Consumer rights and responsibilitieawareness that a financiatlviser
has to give you a disclosure statement (Q47d)

Maths and standard literacy in relation to bank statementsne taken
to save $10,000Q2d)

Mortgages in relation to minimising interest by putting some paymen;
on a credit card and paying it off every six months (Q20c)

Investingg an investment offered by a welihown reputable financial

organisation is unlikely to be a scam (Q45c)

Krowing this willnot minimise interest is
down 4 percentage points to 79%

Down 4 percentage points to 77%




Eight questions were included the 2013 survey to allow comparisehetween financial knowledge in New
Zealand andinancial knowledgén 14 other countries. Seventy eight percent of New Zealanders scored a six
or more out of eight on the OECD/INFE intgtional knowledge scale. This is higher than all 14 other counties
included in the OCCD/INFE pilot projesith the next three highest being Hungary (69%), Estonia (61%), and
Ireland (60%).

Like peoplen mostother countries, the vast majority of Nevealanderscorrectlyansweed questions
measuring knowledge of divisiomtérest paid on loag, tisk and return, andhe definition of inflation.

Relative to those in other countriesnderstanding of diversification is a relative strength for New Zeaes)d
as is our understanding of compound interdshderstanding of the time value of mon&an area of relative
weakness for New Zealanders. Seven of the fourteen countries included @QE®/INFgilot study achieved
a higher result for this questiomivision is also an areamflativeweakness, although a large majoraf/New
Zealanderslo answer thedivision question correctly.

In 2012 the OECD International Network on Financial Education (INFE) published the results of a pilot study
comparing financial literacy among adult residents of|darticipatingcountries.15 As part of the pilot study,

eight common questions were included in surveys to measure financial knowledge in each participating
country.

Seven of theeight OECD/INFguestion were inalded for the first time in the 2013 Financial Knowledge and
Behaviour surveyOne question was omitted because the New Zealamdeyalready contained an almost
identically worded question. All eight questiqgrad the finan@l concept being measukeby each question,
aredisplayedn Table4 below. Further detai) such as intervieer instructions can be seen in the
guestionnaire which isontainedAppendix B

Table4: The eightOECD/INFEnowledge questions

Concept being measurebly question Question (correct answer in bold)

Q33blmagine that five brothers are given a gift of $1,000. If the brothers have to share th
Division money equally how much does each one get?

Open response alloweorrect answer$20Q

Q33cNow imagine that the brothers have to wait for one year to get their share of the $1,
FYR AYyFtl dAz2y adlrea i o LSNDSyido Ly 2y
Timevalue of money a) More with their share of the money than they coutttlay

b) The same amount

¢)Or, less than they could buy today

Q30You lend $25 to a friend one evening and he gives you $25 back the next day. How
Interest paid on a loan interest has he paid on this loan?

Open response alloweorrect answerNoneor $0.

Q33dSuppose you put $100 into a no fee savings account with a guaranteed interest ratg
W2 LISNJ @SEN® | 2dz R2y Qi YIF1S Fye@ ¥FdzNIi KSNJ
Calculation of interest plus prin@p any moneyHow much would b in the account at the end of the first year, once the interes
payment is made?

Open response allowe@orrect answer$102

*See Akinson, A. and Messy, F. (2012). Measuring Financial Literacy: Results of the OECD/International Network on Finanmial Educat
(INFE) Pilot Stud@ECD Working Papers on Finance, Insurance and Private Pensions dC D3P ublishing.
http://dx.doi.org/10.1787/5k9csts90fr4n



http://dx.doi.org/10.1787/5k9csfs90fr4-en

W
Concept being measurebly question Question (correct answer in bold) Zea
Q33eAnd how much would be in theccount at the end of five years, remembering there a lan
no fees? Would it be: d
Compound interest a)More than $110 er
b) Exactly $110 3 (
c)Less than $110
d) Or is it impossible to tell from the information given fina
Q41An investment with a higher than averagsurn is likely to have higher than average rig .
Risk and returh a)True nci
b) False al
Q33fHigh inflation means that the cost of living is increasing rapidly.
Definition of inflation a)True kno
b) False
Q44ltis less likely that you will lose all of yononey if you save it in more than one place. wle
Diversificatiomt a)True
b) False

* This question was includen the 2005 and 20®New Zealand Financial Knowledge surveys, and diféggsslighty to the OECD/INFE
guestion which isAn investment with a high return liely to be high risk

W ¢ KA& | dite®ECDANFEppmv&alternative wordingor countries where the stock market is not widely used or understood.
Thestandardwording of the OECD/INFE question is: It is usually possible to reduce the mig&sbihig in the stock

market by buying a wide range of stocks and shares.

Internationalcomparison Total knowledge score

Consistent with the approach used in the OECD/INFE pilot study, a total score was calculated for these eight
guestions by assigning earespondent a score of 1 for each correct answke compound interest question

was only considered correct if a respondent also answeedclition of interest plus principajuestion

correctly. Total scores rangeofn zero (low knowledge) to eigkhigh knowledge).

For the purposes of making international comparisahe OECD/INFE compare the proportion of people in
each country who achieve a score of six or more out of eight. The ahdhte following pagelisplays the New
Zealand result, and s the resulg for the 14 other countries included in the pilot study.

TheNew Zealand ECDINFE knowledge scoresignificanty higher thanall fourteen countrieghat
participated in the pilot project®

'8 Our questionnaire wording, raw data, and OECD/INFE knowledge score calculations were externally reviewed by OECD/IN&E researc
prior to this report being pblished.
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OECD / INFE knowledge measure: Percent scoring six or more (out of eight) lan
der
a ¢
fina
100% - -
Nnci
al
80% -
kno
69 wle
60% - 61
60 58 57 57 53
51 49
40% - 46 45
41 40
33
20% -
0% - T T T T T T T T T T T T T T )
New Hungary Estonia Ireland Germany Czech British United Malaysia Poland Armenia Albania Peru Norway South
Zealand Republic Virgin Kingdom Africa
Islands
Source for NZ result: Q30, Q33b, Q33c, Q33d, Q33e, Q33f, Q41, Q44
Base: All respondents (n 2013=852) Source for international result: OECD / INH

International comparison: Individual questions

Table fiveand sixdisplayshe proportion of people in each country who answered each of the individual
OECD/INFE knowledge questions correttly.

Like many people from the countries included in the OECD/INFE pilot rép®stast majority of New

Zealandes can answer the division, interest paid on loan, risk and return, and definition of inflation questions
correctly. Understanding of diversification is a relative strength for New Zealanders, as is our understanding of
compound interest.

Understanding othe time value of money is an area of relative weakness for New Zealanders. Seven of the
fourteen countries included in the pilot study achieved a higher result for this question. Division is also an area
of relativeweakness, although a large majoraf/New Zealanders danswer thedivision question correctly.

" This table was adapted from Atkinson and Messy (2012).




Table5: Correct responses to knowledge questiobg country

Compound
interest
Calculation | and correct
Interest of interest | answer to
Timevalue paid on plus previous Risk and Definition
Division of money loan principal question return of inflation | Diversification

% % % % % % % %
New Zealand 92 70 99 77 49 90 96 78
Hungary 96 78 95 61 46 86 91 61
Estonia 93 86 84 64 31 72 85 57
Ireland 93 58 88 76 29 84 88 47
Germany 84 61 88 64 47 79 87 60
Czech 93 80 88 60 32 81 70 54
Republic
British Virgin 84 74 60 63 20 83 87 4
Islands**
United 76 61 90 61 37 77 94 55
Kingdom
Malaysia 93 62 93 54 30 82 74 43
Poland 91 77 85 60 27 48 80 55
Armenia 86 83 87 53 18 67 57 59
Albania 89 61 40 10 77 81 63
Peru 90 63 40 14 69 86 51
South Africa 79 49 65 44 21 73 78 48

Note: Empty cells have no relevant observations, including those where the response was not retmatediversification British Virgin

Islandsasked ¥ o0dz2 Ay 3 | &Ay3tS O2YLI yeQa &aiz201 dzadzd ffte LINRPDBARSE |
Table6. Comparison with Norway and Australia
Compound
interest
Calculation | and correct
Interest of interest answer to
Timevalue paid on plus previous Risk and Definition
Division of money loan principal question return of inflation | Diversification
% % % % % % % %
New Zealand and Norway
New Zealand 92 70 99 77 49 90 96 78
Norway* 87 61 75 54 18 68 51
New Zealand and Australia
New Zealand 92 70 99 77 604 90 96 78
Australia 65 59 87

*Under interest for Norway the question asked was: What is meant by the effective interest rate. The Norwegian questieal rampber

Risk and Return asked whether it was true or false wisn you buy shares you lend money to the company. For diversification Norway

F481SR AT ary3ats O02YLl yeQa

pdAy3 |

aidz201

dza dzI £ £
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count the compound interest question cewat only if the calculation of interest plus principal question is also answered correctly. The
Australian survey does not report that result, so for the purpose of comparison we have presented the proportion of NedeZealho
answer the compound intesst question correctly, irrespective of whether they answered the calculation of interest plus principal

question correctly.

Further detail on the comparison with Australia can be found on Bag&/e do not present Australiaresults
in the chart on the previous page because only two Australian results are directly comparable.
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Demographic profile cDECD/INFEnowledge questions Zea
Tablesevenprofiles the three knowledge groups by product ownership. The table contampercentages lan
An example of how the data should be interpreted is as follows. Ninety five pestergn answered the der
division question correctly a ¢
. . _ fina
Key patterns evident in the data are as follows: i
Nncl
A Men tend to have higher knowledgeahwomen. This is dven mainly by their correct answers to the al
calculation of interest plus princg question and thecompound interest questionOlder men aged 65
yearsor over, score particularly high across the OECD/INFE questions. kno
A a n 2&Wd Pacific Island peoptend to scorelower than average. Asian people tendscorehigher than wie
average.
A Those with more formal education tend to score higher than those with less formal education.
A Renters tendo have lower financial knowledge than homeowners and those who havegthe# home
in a trust.
A Those with a higher personal or household income tend to have higher knowledge.

Those with a high net worth have higher than average knowledge. Those with a negative net worth have
lower than average knowledge




Table7: Correct responses to knowledge questiobhg demographics

© o

g |8

(&) o T 0
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s |[ES| £ | | 4 |85 |38 2| & |¢
B |5S| 2 | & |8 |3 |gg| g | & | ¢
§ |53 8 | £ |2 |§E|838| & | 8 | 8
Total respondents 852 78 92 70 99 7 49 90 96 78
Men 371 84 95 76 99 84 56 92 97 81
Women 481 71 90 66 98 71 42 89 95 76
18-24 71 1 92 69 99 80 43 88 92 68
2534 120 72 94 62 99 78 49 86 94 72
3544 171 76 94 66 98 76 52 90 96 77
4554 140 83 97 76 100 78 51 90 98 81
55-64 152 83 90 78 98 80 45 96 96 88
65+ 198 76 88 73 98 74 48 93 98 80
Males 1824 34 74 94 62 97 83 46 85 91 72
Males 2534 53 82 94 76 100 85 58 88 99 71
Males 3544 66 81 98 69 100 80 56 93 98 79
Males 4554 56 88 97 78 100 81 57 92 100 79
Males 5564 68 90 93 87 99 85 55 96 96 96
Males 65+ 94 92 94 84 96 92 60 98 99 88
Femalesl8-24 37 80 90 77 100 77 39 91 94 65
Female5-34 67 62 93 49 99 71 42 85 90 74
Females35-44 105 72 91 64 96 72 49 87 95 75
Femalegi5-54 84 79 96 75 100 76 46 87 96 83
Female$5-64 84 75 87 69 98 75 35 96 96 80
Females5+ 104 63 83 63 99 59 38 89 97 74
New ZealandEuropean 616 81 92 75 99 82 51 92 96 81
an2N: 135 64 89 58 97 56 35 89 95 72
Pacific peoples 43 54 92 47 98 57 31 77 89 63
Asian peoples 74 90 99 71 100 84 60 89 98 77
Primary or basic secondary 203 60 85 54 98 60 28 81 93 71
Secondary school guitation (only) 203 78 93 75 99 7 46 93 97 73
Tertiary or posigraduate education 446 84 95 75 99 85 59 93 97 83
Owned by self/partner 436 83 93 76 99 82 53 93 97 81
In a trust 79 92 97 81 99 89 68 97 98 90
Rented 275 68 92 60 98 67 37 87 95 73
Owned by another in household 53 72 91 70 98 78 49 85 89 71
In paid employment 500 82 95 74 99 80 52 91 97 80
Not in paid employment 352 70 89 64 98 73 42 89 94 75
Main ubanarea 616 78 92 72 98 77 52 90 96 79
Provincial 128 77 94 66 99 84 43 89 95 75
Rural 108 75 92 67 100 74 36 95 94 74
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Totalrespondents 852 78 92 70 99 77 49 90 96 78 Wle
Household income of $20,000 or less 128 56 91 55 97 64 28 81 95 67

Household income of $20,0@4 $50,000 239 74 87 67 98 70 41 91 93 77
Household income of $50,0@4 $100,000 | 240 80 94 72 99 79 49 91 96 80
Household income of more than $100,00f 173 95 98 84 99 94 70 98 99 86

Personal income of $10,000 or less 67 66 95 53 99 72 32 79 93 73
Personal income of $10,0@4 $20,000 140 65 89 65 98 68 34 88 93 77
Personal income of $20,0@4 $30,000 129 73 90 72 97 64 33 95 97 77
Personal income of $30,0@4 $40,000 75 72 92 68 100 74 42 83 91 78
Personal income of $40,0@d $50,000 97 78 89 70 98 75 52 86 97 76
Personal income of $50,0@4 $70,000 116 89 98 78 100 91 64 96 99 77

Personal income of $70,0@4 $100,000 81 93 98 85 99 90 65 98 100 88
Personal income of more than $100,000 | 49 100 98 87 100 100 81 100 100 95

Retired/superannuitant 171 74 86 73 99 73 49 92 99 78
Beneficiary/unemployed 54 55 87 51 99 66 31 82 91 68
Clerical/sales employee 54 86 88 75 100 86 46 95 100 80
Semiskilled worker 43 63 92 57 95 63 33 79 97 72
Technical/skilled worker 143 82 93 76 98 79 54 94 95 82
Business proprietor/semployed 74 89 98 80 100 86 59 95 94 85
Business manager/executive 65 89 98 77 100 90 62 89 98 78
Teacher/nurse/police 72 80 95 71 98 79 49 90 96 76
Professional/SenioGowernmert official 66 84 100 71 100 92 71 97 97 80
Labourer/manual/agrialture/domestic 55 51 86 51 99 43 15 81 91 61
Negative net worth 192 65 91 57 98 68 37 86 95 68
$0 to $100,000 net worth 144 78 92 69 98 82 48 88 95 75
$101,000t0 $300,000 net worth 173 76 91 69 100 73 45 91 93 75
$301,000 to $600,000 net worth 174 83 92 79 99 77 56 94 98 84
$601,000 plus net worth 169 91 96 83 99 90 62 95 99 93

Note: The figures in green denote significantly higher results than avefidgefigures in red denotsignificantly lower results than

average.




W
Comparison with Australia Zea
lan
In 2011 ANZ Australia published the fourth measafredult financial literacy in Australif. Three thousand der
five hundred and twodlephone interviews were carried out with Atalians aged 18 years over duringJuly 3 (
and August 2011. B
fina
Fa the most part, the questionim the Australian survey difféo those usedn the present surveyHowever, nci

there arethree similar questionghat allow us to make comparisons between Australians and New Zealanders. al
These questions are shown in the table below, along with the percent of adults in each countrysvered
each corectly.

Note thatthesequestions are used in the OECD/INFE pilot study mentioned abondepeasure

understanding ofisk and returpthe ability to calculate interest plus principal, andderstandingof

compound interest. The approach used by OECD/IslfEcount the compound interest question correct only

if the calculation of interest plus principal question is also answered correctly. The Australian survey does not
report that result, so for the purpose of comparison we have presétite proportion d New Zealanders who
answer the compound interest question correctly, irrespective of whether they answered the calculation of
interest plus principal question correctly.

Table8. Comparison between Australian and New Zealand adults

Questions (correct answer in bold) ATSIETE AU NS AU
% correct % correct

An investment with a higher than average return is likely to have higher t

average risk. 87% o

a)True (n=3,502) 90%

b) False

Suppose you put $100 into a no feavings account with a guaranteed
AYGSNBad NIYGS 2F w3 LISNI eSFN® | 2 65%
I 002dzyi +FyR @&2dz R2y Qi SAGKRNI g6 | ° 77%

account at the end of the first year, once the interest payment is made? (n=1,177)

Open esponse allowed. Correct answétt02

And how much would be in the account at the end of five years,

remembering there are no fees? Would it be:

a)More than $110 59% 60%
b) Exactly $110 (n=1,177)

c) Less than $110

d) Or is it impossible to tell from tHaformation given
Note: The Australian question was worddith investment with a high return is likely to have higher than average sk ¢ KS FA 3 dz2NBa Ay
green denote significantly higher results than AustraliliNew Zealand percentages are based on the full sample of 852 respondents.

As can be seen in the table, a slightly larger proportion of New Zealanders answer the risk and return question
correctly, and greater proportion answer the calculation of ietrplus principal question correctly. There is
no difference when it comes to the compound interest question.

8 ANZ (2011). Adult financial literacy in Austreigp://www.anz.com/resources/f/9/f9fc9800493e8ac695¢3d7fc8cffo0cd/20adult-
FinancialLiteracyFull.pdf.pdf?CACHEID=f9fc9800493e8ac695c3d7fc8cff90cd



http://www.anz.com/resources/f/9/f9fc9800493e8ac695c3d7fc8cff90cd/2011-Adult-Financial-Literacy-Full.pdf.pdf?CACHEID=f9fc9800493e8ac695c3d7fc8cff90cd
http://www.anz.com/resources/f/9/f9fc9800493e8ac695c3d7fc8cff90cd/2011-Adult-Financial-Literacy-Full.pdf.pdf?CACHEID=f9fc9800493e8ac695c3d7fc8cff90cd

This year seeseveral significant changes in financial knowledge in regard to money management. 3 (

There continuestobe aslowvdzii 4GSl Ré8 Ay ONBIasS Ay bSs %SI-fI-YFV{SN\EH‘adZy

among the 55 to 64 year old age group. Knowledgaproving for both those with a savings account and nci
those without one. These changes may be due in partvhat we believehas been a greater level géneral al
public conversation about money and finana@sce the GFC, and alte increased emphasiseing advanced kno

by a variety of financial institutioran educating the public about what savirsgaind why it is important.
Higher unemployment in recent yearsay havded to increased uncertainty over jacurity,and this is also
likely to have played a part in the increased focus on saving for the future.

wle

While understanding of equity is stable overall, there is an upwarddtierthe ability of mortgage holders to
correctly calculate equity, building on the improvement seen in 2009.

| 26 SOSNE (GKS AYLINROSYSyGa Ay bSg %SItlFyRSNEQ dzy RSNEG I
statement reported in 2009 have not been maintained, with current findings returning t@@0&benchmark

level. There have been falls in both the abilgydentify forward calculations (how long to save an additional

amount¢ Q2d) and backward calculation (how much has already been sa@2a). It is possible these

OKIFy3Sa NBtIFGS (2 FrFYATAFINRGE 6AGK 0L Wity Watithed SYSy G & NI
uptake ofinternet banking a proportion of New Zealanders will have opted out of receiving regular bank
statements.Anecdotal evidence in support of this was offered by out interviewers; a few respondents offered
comments that the bank atement seenedW2 f R Tl aKA2y SRQ®

Use ofinternet bankingcontinues to rise, with nearly sir-ten New Zealanders now using it. While there are
few significant increases in the proportion of people who are able to identify the financial bendfitieofet
banking there continues to be a broad understanding of the range of benefits it offéosvever, the

proportion of New Zealanders who say it offers no benefits or that they arelatetinet has risen significantly
in 2013, although this group remainsall at 7%. This increase perhaps reflects the amount of media
coveragdnternet fraud has received in recent yearsnong those who usinternet banking there appears to
be a growing sense of this being a routine actiwitith fewer users mentioningrange of specifitinancial
advantages olnternet banking Aslinternet bankinghas become more ubiquitous peopteay no longer see

its distinct advantages.
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Bank statements der
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A series of questions relating to bank statements were asked. Fmfiimg the first three questions (Q2a, )
Q2b and Q2c) asked are reported in the Banking section of this report. Results from the last question in the fina
series (Q2d) are reported below. nci

. s N .oal
b2¢g LQY 3IA2Ay3 02 akKzg e2dz Iy SEh 3m#doestbAs albout i. [PEdse éU!-(US\r
. _ no
look closely at this bank statement and can you tell me:

wle

Q2d) How many months would it takdnemto save another $10,0007?

“ ABC BANK 123 Main Street, Hamilton

Jane Doe
456 suburban Drive

Hamilton

Account name: Account description:
Jane Doe LSE call account

This statement period starts This statement peried ends
29 April 2012 28 May 2012

Account number: 010505-0012345-00

Date Transaction particulars Withdrawals | Deposits | Balance
29 April 12 Balance brought forward 521.17
29 April 12 Interest 5.45

20 April 12 Resident withholding tax 4.15

29 April 12 Visa 426.78

30 April 12 Pak n Save 64.25

4 May 12 Payment/salary 1075.25

6 May 12 ATM 40.00

7 May 12 Pak n Save 132.98

9 May 12 Cheque 120.00

10 May 12 State insurance 62.00

12 May 12 Rent to Jones Trust 240.00

13 May 12 Curry to you 27.80

17 May 12 Contact energy 93.45

18 May 12 Payment/salary 1075.25

21 May 12 Pak n Save 44.70

26 May 12 Rent to Jones Trust 240.00

27 May 12 Account fee 2.50

28 May 12 Pak n Save 97.34

Totals at end of Period 1475.95] 2275.05] 1321.17
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Bank statementg correct: time taken to save another $10,000 lan
der
a ¢
fina
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100% -
al
80% + kno
74 2 wle
60% -|
() - 65
40% -|
20% -
0%
2005 2009 2013
Source: Q2d
Base All respondents aware have saved
(n 2005=647, 2009=692, 2013=666)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

Fewer New Zealanders can correctly identify the amount of time required (13 months/12.5 months) now than
in 2009 (down nine percentage points to 65%). The current restdinisistent with the benchmark findings in
2005.




Demographic drivers

The decrease iknowledgein this areahas been drivemy significanfallsamong the following groups:

A
A

>

> >

>

> > > > > > >

Femalegdown 11 percentage points, from 71% to 60%)

4554 year oldg(down 14 perentage points, from 83% to 69%)

New Zealand Europeas (down 8 percentage points, from 77% to 69%)

Those with at least some tertiary educati@own 12 percentage points, from 82% to 70%)

Renters (down 19 percentage points, from 74% to 55%)

Thosenot in pad employment down 11 percentage points, from 69% to 58%)

Urban resident¢down 8 percentage points, from 74% to 66%)

Rural residents (down 21 percentage points, from 76% to 55%)

Annual household income under $20,000 (down 19 percentage points from 67884p

Annual household incomigetween $50,000 and $100,000 (down 18 percentage points, from 85% to 67%)
Annual personal income between $10,000 and $20,000 (down 18 percentage points, from 72% to 54%)
Annual personal income between $20,000 and $30,000 (db8vpercentage points, from 73% to 55%)
Annual personal income between $70,000 and $100,000 (down 13 percentage points, from 89% to 76%).

All knowledge groups are less likely to correctly identify the amount of time required to save an additional
$10,000, ad results for those in th&ledium knowledge groupave fallen significantly (down 16 percentage
points, from 71% to 55%).
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We asked &eries of questions otine topic ofsavings. The first of these (Q27) is reported here. The majority der
of subsequent questions (Q2&a Q29ab, Q31, Q32 and Q33) are included in the Saving section of this report. o

Months to save

People were reminded that they could use a calculator or pen and paper whssveaing these questions. fina

Q27) Jane has a job with a take home pay of $1,600 per month. She must pay $400 for rent and $200 for nel

groceries each month. She also spends $200 per month on transport. If she budgets $200 each month al
for clothing, $200 forestaurants and $200 for everything else, how many months will it take her to kno
save $2,000? wle

Take home pay $1,600 per monthhow many months to save $2,0007?

Monthly expenses:

$400 rent $200 clothing $200 transport
$200 groceries $200 restaurants $200 everything else
Correct - 10 months 80 M
76
Other | 13 §
18

Don't know | 6
6
0
Don't understand | 0
1

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

m 2013 2009 2005

Source: Q27
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Waweevsin red denote statistically significant
decreases since the preus wave.

Over three quarters (77%) of New Zealanders can correctly identify that it will take Jane Itsrtweave
$2,000. While these results are statistically similar to those of both 2009 and 2005 current findings have fallen
slightly, losing some athe ground gained between 2005 and 2009.




Understanding financial terms

Definition of terms
People were asked to undertake a matching exercise, marrying up financial terms with their definitions:

Q7) I have here one set of cards with different termsloent and another set of cards that have
definitions. There are more definition cards than terms. | would like you to find the best match
between the terms and the definitions.

Correct match of financial terms

Savings 89
88

87
Term Deposit 85

85
74

73

Asset

Liability 63

Capital Gain 67

Real Rate of Return 66

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

W 2013 2009 2005
Source: Q7
Base All respondents, excluding pilot in 2005
(n 2005=817, 2009=850, 2013=852)

Results for all six of the terms are consistent with 2009. Since 2008, tlasrbeen a significant increase in
the proportion of New Zealanders who can correctly define savings (up three percentage points to 91%).
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Demographic drivers Zea
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/ 2YLI NBR U2 HnannpZ UKS AYONBlIas Ay bsSg %cﬁiVehbnySNﬁQdéroA
significantrisesamong the following groups: 3 ¢
A 5564year olds(up 13 percentage points, from 79% to 92%) fina
A Urban residentgup 3 percentage points, from 89% to 92%) nci
. . - al
There have been increases for all knowledge groups, although none whfinevements are statistically
significant. kno
wle

The chart below looks at understanding of financial terms by product ownership.

Correct match of financial terms by ownership

Savings

Have Savings Account

Do not have Savings Accou

Term Deposit

Have Term Deposit

Do not have Term Deposi

Liability
Have Mortgage on Home Lived i

Do not have Mortgage on Home Lived in

Real Rate of Return

Have savings or investments

Do not have savings or investment;

0% 20% 40% 60% 80% 100%
m 2013 ©2009 2005

Source: Q7
Base Varies by product ownership

la 6SQ@S aSSy Ay LINBOA2dza & S| Nheassacimgdnitihighetd 2 T FA Y Yy OA
understanding of relevant finecial terms. Current results are broadly consistent with those of previous years.

The exception to this is a significant increase in the ability to correctly define savings among those with a

savings account when comparing the current results againgettod 2005 (up four percentage points to 92%).

¢CKA&a OKFy3aS Ada LINLG 2F F ISYSNIt dzZLlsk NR GNBYR F2NJ 02N
those with and without a savings account. A similar trend can be seen for being able to defimedeposit

among those who have one.
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Net worth Zea
lan
Initially, people were asked: der
Q8a) 52 @2dz 1y29 6KIG GKS GSNY WySiG ¢2NIKQ YSIyak a ¢
fina
Those who said they knew what the term meant were given a showcard with four statements and asked to
choosethecorrecRSTAYAUGUAZ2Y 2F Wy Sl g2NIKQO® ¢CKS 2LJiA2Yya é‘l‘
a
Q8b) ¢2 1y26 K2g YdOK ¢SItiGK &2dz K gS3 &2dz ySSR (2 k5!
a) The difference between your expenditure (what you spend) and income (what you earn or wle
receive)
b) The difference between your assets (all that you own) and your liabilities (all that you owe)
C) The difference between your bank borrowings and savings
d) None of the above
Net worth

s t NEYLIWGSR YSIyAy3a 2

YescYY 26 6KIFEG WySa ¢

100% - 100% +

80% 80% o 86

71

60% 68 70 60%

40% - 40% -

20% - 20% -

13 8
0% o% ‘ B
2005 2009 2013 Correct - Difference between Difference between your

your assets and your liabilitiesexpenditure and your income

2005 = 2009 m=2013

SourceQ8b
SourceQ8a BasewSalLR2yRSyia ¢K2 adldSR GKS& 1yS¢ oKl W
Base: All respondents 005=856, 2009=850, 2013=852) (n 2005=536, 2009=588, 2013=607)

There has been no change in the proportion of New Zealanders who say théy kdoK | (i Wy Sili¢ 62 NI KQ
sevenin-ten (70%) claim this knowledge.

hT (K2aS gK2 aleé (GKSe& 1y26 o6KIG WySiG 62NIKQ YSIEyaz (F
result is consistent with findings from 2009. Since 2005 there has been acsighificrease in the proportion

2T bS¢ %SIElFIYyRSNE ¢gK2 OFy O2NNBOGfteE& RSTAYS WySi ¢g2NIK
2013).
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¢F1AYy3 020K ljdSadazya Ayidz | 002dzyis (GKS 2@SNFft LIMESAIR
W2NIKQ A& pdz o ¢CKAA FAYRAYI A& 2y LI N gAGK wnndg Olaf a

der
Gross salary _

af
People were asked if gross income was before or after tax: fina
Q9) And now a question about tax.lis LIS NjEoss gatady before or after tax? nc:
a
kno
Gross salary before or after tax wle

Correct - Before tax 89
87

Aftertax | 9

Don't know | 2

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

m 2013 = 2009 2005

Source: Q9
Base All respondents
(n 2005=856, 2009=850, 2013=852)

The majoriy (87%) of New Zealanders know that gross salary is before tax. This result is in line with previous
findings.
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Equity Zea
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People were asked: der
Q2la) 52 &2dz (y2¢ 6KIG GKS GSNY WwWSldAadGeQ YSIyak a ¢
A A ; . ) . ; . - _fina |
tK2aS ¢6K2 alAR 0KSe (1yYySg ¢KI iwithHisdkainple stu@tiolYahd gbked td S NB nU.KE
determine the amount of equity: C:
a

Q21b) Mike owns a house worth $275,000 and has a home loan of $125,000. What is his equity in the house%no

wle
Equity

Mike owns a house worth $275,000 and has a home loan
$125,000. What is his equity in the house?

YescYY 26 6KFG WSljdadeo

Correct- $150,000

100% - 100% -
92

80% - gow | 1 ol

60% - 66 66 67 60% -

40% - 40% -

20% - 20% -

0% 0%
2005 2009 2013 2005 2009 2013
SourceQ21b

SourceQ21a BasewSa LR yRSyi(ia ¢6K2 &d4d1I3SR GKS®& 1ySé sKIiG W
Base: All respondents Q005=856, 2009=850, 2013=852) (n 2005=513, 2009=577, 2013=595)

Two thirds (67%)fb S & %SIf I yRSNA Of I AY (2 D t2(@0%)poKthode wwoSshydzA (1 & Q Y ¢
GKSe 1y26 6KIG WSldzAdeQ YSIya INB ofS (2 O2NNBOGf e F
Results for both questions are consistent with previeusveyfindings.

The chart on the following page shows thedkaf correct knowledge of the meaning of equity among the
total sample, and breaks this down by whether people do/do not have a mortgage.




W
Zea
Equity (combining both questions) correct answer lan
der
a ¢
fina
NnCi
al
100% - E 5 kno
80% - * ” wle
! 80
80% 1 o " | 3
60 1 :
E i %650
40% -
20%
0% : :
All respondents  Have mortgage on homéon't have mortgage on
home
SourceQ_Zla and Q21b 2005 2009 m 2013
BaseVaries

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

Based on findings from both questions, the overall proportion of New Zealanders who can correctly determine
WSljdAGeQ A& cmM:I GSNE YdzOK 2y oflefudcantiniie to indXdBgd Anfodgd NI & dzt
those with a mortgage, with current results significantly higher than in 2005 (up thirteen percentage points to

84%). Knowledge is static among those without a mortgage, with 2013 results remaining significantly lower

than those of the benchmark findings in 2005 (down six percentage points to 50%).
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Credit cards Zea
lan
Understanding of credit card payments was explored through the following question: der
Q4) Please tell me which of the following statements are true and whickaise? a ¢
fina
a) If John pays off the full amount on his credit card each month he gets inferestays on nei
purchases
al
b) If John only pays the minimum payment each month he still owes money after the minimum kno
payment. wle
Credit card
Pay off full amount on credit card, get interéste days (Correct = True)
2013 19 17
2009 15 19
2005 14 20 ﬂ
If only pay minimum amount, still owes money after minimum payment (Correct = True)
2013 6 9
2009 5 10 ﬂ
2005 5 8|
0% 20% 40% 60% 80% 100%
ETrue = False Don'tknow mDon'tunderstand
Source: Q4
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Almost two thirds (64%) of New Zealanders krtbat paying off his credit card in full each month would give
John interestfree days on purchases. Most (84%) New Zealanders know that if John only pays the minimum
amount he would still owe money on his credit card. Both these findings are consistbrihase of previous
years.
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The following chart presents these results by credit card ownership. Zea
lan
. der
Credit card ~
af
fina
Pay off full amount on credit card, get interdste days (Correct = True) nci
2013 73 16 10 § |
Have Credit Card AU 75 13 12 a
2005 79 W 10 kno
201
013 48 24 27 wle
Do not have Credit Card FA4%) 48 19 32 g
2005 41 20 36

If only pay minimum amount, still owes money after minimum payment (Correct = True)

2013 90 5 4
Have Credit Card AU 94 24
2005 94 32

""""""""""""" T 5 16 [
Do not have Credit Card L] 68 10 21 [
2005 73 8 16

d% 2(5% 4(5% 6(5% 86% 10‘0%

m True False Don't know mDon't understand

Source: Q4
Base Varies by credit card ownership

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases sincéne previous wave.

In line with what we would expect, credit card holders have a greater knowledge of credit card payments than
those who do not have a credit card.

There has been no change since 2009 inawerallproportion of New Zealanders who knowathpaying off

the full amount on a credit card gives you interéigte days on purchases. However, results for those who
have a credit card have been trending downwards, and are now significantly lower than in 2005 (down six
percentage points to 73% in 28).

Since 2009 there has been a significant decline in the proportion of people with a credit card who know that if
you only pay off the minimum amount each month you will still owe money after making the minimum
payment (down four percentage points to @0in 2013). The current result is also signifigdower than the

2005 findingConversely, thoswithout a credit card are significantly more likely to know the impact of only
making minimum payments now than they were in 2009 (up seven percentagts poin5% in 2013).
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Banking Zea
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Bank statements der
. . . o . a ¢
Peoplewere asked a series of questions about bank statements. Findings from the last question in the series
(Q2d) have been reported earlier in the section entitled Numeracy. Results for the first three questions are fina
presented in this section of the report.h& questions reported here are as follows: nci
. . . . al,
b2¢g LQY 3J2Ay3ad (2 &aKz2¢ &2dz Iy SEFYLES 2F | ol y] éu!-(nusw
look closely at this bank statement and can you tell me: Io
wie

Q2a) How much did they have at the end of themtit?
Q2b) Have they saved money this month?

Q2c) How much have they saved this month?

“+ ABC BANK 123 Main Street, Hamilton

Jane Doe
456 Suburban Drive

Hamilton

Account name: Account description:
Jane Doe LSE call account

This statement period starts This statement period ends
29 April 2012 28 May 2012

Account number: 010505-0012345-00

Date Transaction particulars Withdrawals | Deposits | Balance
29 April 12 Balance brought forward 521.17
29 April 12 Interest 5.45

29 April 12 Resident withholding tax 4.15

29 April 12 Visa 426.78

30 April 12 Pak n Save 64.25

4 May 12 Payment/salary 1075.25

6 May 12 ATM 40.00

7 May 12 Pak n Save 132.98

9 May 12 Cheque 120.00

10 May 12 State insurance 62.00

12 May 12 Rent to Jones Trust 240.00

13 May 12 Curry to you 27.80

17 May 12 Contact energy 93.45

18 May 12 Payment/salary 1075.25

21 May 12 Pak n Save 44.70

26 May 12 Rent to Jones Trust 240.00

27 May 12 Account fee 2.50

28 May 12 Pak n Save 07.34

Totals at end of Period 1475.05] ©2275.95] 1321.17




Bank statemeni; amount at end of month, any saved, amount saved
Correct: How much Correct: Have saved  Correct: How much
had at end of month money saved
100% -
92 92
80% 91 * s
81 82 80
72
60% -
40% -
20% -
0%
Source: Q2a Source: Q2b Source: Q2¢
Base: all respondents asked Base: all respondents asked Base: all respondents aware have saved
(n 2005=848, 2009=850, 2013=852fn 2005=848, 2009=850, 2013=852)n 2005=643, 2009=692, 2013=666)
2005 2009 m 2013

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the preus wave.

The majority of New Zealanders (91%) can correctly identify the amount of money in the account at the end of
the month. Most (80%) are able to spot that the account owner had saved money that month. Both of these
results are consistent with preus years. Among those who identified that the account owner had saved
money just under three quarters (73%) correctly calculated how much had been saved. However, this
represents a significant decrease from 2009 (down seven percentage points from B@8@urrent finding is
consistent with the 2005 result.

Demographic drivers

The decrease iknowledgein this areghas been drivetby significanfallsamong the following groups:

Femaleqdown 9 percentage points, from 78% to 69%)

A 4554year oldfdown 12 percentage points, from 85% to 73%)

A New Zealand Europas (down 7 percentage points, from 83% to 77%)

A Those with at least some tertiary educati(down 6percentage points, from 83% to 77%)

A People who own their own home either independently or with th@artner (down 8 percentage points,

from 82% to 74%)

A Thosein paid employmentdown 7 percentage points, from 81% to 74%)

>

Urban residentgdown 8 percentage points, from 81% to 73%)
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A Annual household incomeetween $50,000 and $100,000 (down 12 percentpgts, from 85% to Zea
73%). lan
Decreases in knowledge are also evident across all knowledge groups, and are significantly lower for those in der
the Medium knowledge groufdown 11 percentage points, from 78% to 67%). a ¢
, , fina
Withdrawing cash .
Nnci
Awareness of the fees whi@pply to basic banking services was tested with the following question: al
kno
Q3) John needs to take out $50 cash for the weekend and also pay for his groGaresally, Wmich of wle

the following ways would John pay theastin fees and costs?

Pay least in fees & costs to take out $50 cash & pay for groceries

100% -

80% |
60% - 67 ¥
60 B
40% - *
34
20% - 28
1 2 2 4 3 3
0% ‘
Correct - EFTPOS at Cash from bank teller Cheque for groceries, Don't know
supermarket ATM for cash
Base. All e 2005 #2009 ® 2013

Base: All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Waweevsin red denote statistically significant
decreases since the previous wave.

Sixin-ten (62%) New Zealanders are able to correctly identify that the best way for John thepl@ast in

fees and costs was to pay by EFTPOS and to take out cash in the same transaction. One third (33%) incorrectly
believe that withdrawing cash from a bank telisthe best way to minimise fees and costs. Both of these

findings are consistenwith 2009 results but, as in 2009, they are significantly different from those reported in
2005.

In 2005 a significantly higher proportion of New Zealanders (67%) correctly selected the combined EFTPOS
transaction as the best way to avoid fees and costsle a significantly lower proportion (28%) thought going
to a bank to withdraw money was the way to pay the least in fees and costs.
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Advantages ofnternet banking Zea
lan
To investigate the extent to which New Zealanders recognise the financial advantdgesmét banking der
people were asked: 5
a (
Q5) Amanda usually does her banking over the counter at her local branch. flWdmatial advantages fina
would there be if Amanda uséndternet bankingnstead of going into her local branch? Any other nci
financial advantages? al
The table below shows the main advantagesndérnet bankingmentioned by New Zealanders. kno
Table9: Main advantages ofnternet bankingmentioned by New Zealanders. wle
Main reason given 2(305 2009 2013
% % %
Sample size n= 856 850 852
Correct- Cheaper / cost / no feelfees lower than over the counter 56 55 54
Quicker 38 43 45
Convenience 26 39 36
Can do it in her own time / time management 16 20 25
24 hour access / can use it anytime 16 26 22
Access at home/work 18 27 21
Save on transport costs/time 11 11 17
Can see details of transactions / transaction history / keeps track of finances 12 16 14
Can do more things witmternet banking 4 6 7
No advantages / antnternet 4 5 7
Secure / privacy 1 5 5
52y Qi 1y29 15 12 7
Source: Q5

Base: All respondents

Note: Responses mentioned by less than 5% of respondents in 2013 are not.Sftmilgures in green denote statisticadignificant
increases since the previous wave. The figures in red denote statistically significant decreases since the previous wave.

As in previous years, the key financial advantage New Zealanders see imtesingt bankingather than

going into a branch is that doing so is cheapewer half (54%) correctly identify this as the main financial
advantage.

Mention of being able to bank from home/work has fallen significantly since 2009 (down six percentage points
to 21% in B13). However, there has been a significant rise in the proportion of people mentioning being able
to do their banking in their own time as an advantage (up five percentage points to 25% in 2013). There has
also been a significant increase in the propamtof New Zealanders mentioning the transport cost/time

savings which can be made by usintgrnet bankinglup 6 percentage points to 17% in 2013).

There were a large number of increases in mentidrspecific advantagdsetween 2005 and 2009. The

geneml upward trend continues for being quicker, more convenient, providing 24 hour access, being able to
bank in your own time, being able to do more things witternet bankingand it being secure/private all of
these advantages are significantly morelikto be mentioned now than in 2005. These results are likely to
have been influenced by the growing prevalencéntérnet bankingn New Zealand 59% usdnternet

bankingnow compared to 47% in 2009 and 34% in 2005, with results rising significanihedn each wave of
research.
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However, since 2005 there has also been a significant rise in the proportion of New Zealanders who say Zea

Internet bankingoffers no advantages/that they are astiternet. This may be because of the increased focus lan

on Internet fraud in recent years. der

The following table shows findings based on uselsteirnet banking a ¢

Tablel0: Main advantages ofnternet bankingmentioned byInternet bankingusers flna:

Main reason given 2?05 20 AN e

% % % al

Sample size= 238 366 472 kno

Correct- Cheaper / cost / no feesfees lower than over the counter 75 72 66 wle
Quicker 48 56 51
Convenience 37 51 41
Can do it in her own time / time management 22 23 30
24 hour access / can use it anytime 24 33 26
Access at home/work 21 35 23
Save on transport costs/time 12 13 20
Can see details of transactions / transaction history / keeps track of finances 17 22 18
Can do more things wittternet banking 7 8 10
Secure / privacy 1 9 5
52y Qi 1y26 4 2 1

Source: Q5

Baseinternet bankingusers

Note: Responses mentioned by less than 5% of respondents in 2013 are not.Sftmiigures in green denote statistically significant
increases since the previous wave. The figures in red denote statistically significant decreases piredihe wave.

Since 2009 there have been significant decreases for many of the advantdgesét banking including the
main financial advantage tfiternet bankingoeing cheaper than going into a branch. All of these declines,
with the exception 6being able to bank at home/work, are specifidmternet bankingusers rather than the
wider population. This suggests that among those wholntrnet bankinghere is, to some degree, a sense
of ennui about the advantages it provides.

However,sine 2009mention of being able to complete banking in your own time has risen artmaaget
bankingusers (up seven points to 30% in 2013). The proportion of those day@mget bankingsaves
transport costs/time has also significantly increased (up réegtage points to 20% in 2013). Both of these
results have also risen across New Zealanders as a whole.
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Advantages of paying bills on or before the due date Zea
lan
Similarly, people were asked: der
Q6a) If Elizabeth has a telephone bill due on th& 86the morth, are there advantages in paying the bill a ¢
on or just before the day it is due? fina
Q6b) What advantages are there? Anything else? nc:
a
The following charts shows results for these questions. kno
wle

Advantages in paying bill on or just before due day

100% -

80% |
74 76 K

60% -
40% |

[/
20% 23

0% —
Correct - Advantage No Advantage Don't know
Source: Q6a 2005 2009 m 2013

Base: All respondents
(n 2005=856, 2009=850, 2013=852)

Over three quarters (78%) of New Zealanders know that there are advantages in paying a bill on or just before
the due day. This result is consistent with findings from previous years. While there has been only a slight
(nonssignificant)fall in the propation of people incorrectly saying that there are no advantages in paying a bill
on or just before the due day (down three percentages points from 21% in 2009 to 18% in 2013), results have
been trending downwards. Significantly fewer New Zealanders now there are no advantages in timely

bill payment than was the case in 2005.
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The table below shows the main advantages people see in paying a bill on or just before the due day. Zea
Table11: Main advantages people see in payind#l on or just before the due day. (;aer:
Main reason given 2(305 2009 2013 a ¢
% % % 2
Sample size n= 642 637 651 fina
Correct- Avoid being charged interest/fee for being overdue 45 57 53 nci
Correct- She may/does qualify for a discount/reward for paying on time a7 a7 46 al
Correct- Maximise interest earned on her money 23 16 18
tSFO8 2F YAYR GKFG LFAR FYR 62yQi o] 16 14 15 kno
Gets a good credit history with telephone company 14 20 14 wle
52y QG 1y26 - - 1

Source: Q6b
Base: Thoseho considered it an advantage

Note: The figures in green denote statistically significant increases since the previous wave. The figures in red denotdlystatistica
significant decreases since the previous wave.

Avoiding interest charges/overdue fees is the main advantage New Zeatagekein paying a bill on or just
before the due day, with over half (53%) mentioning this. Overall, results are consistent with those of 2009.
The one exception to this is mention of establishing a good credit history, which has fallen significamtly (do
six points to 14% in 2013). Théverseghe increase seen between 2005 and 2009.

While results are similar between 2009 and 2013, avoiding interest/overdue chiargese likely to be
mentioned now than in 2005. Bkimising the interest earned on theoneyis lesdikely to be mentioned aan
advantage
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There has been a significant improvement in the level of knowledge of what a budgehast (85%) New 3 (
Zealanders now understand what a budget is, up significantly from 2009. Thissetr@sbeen driven in fina
large part by a significant increase in understandingag those aged 18 to 24 years. nei
The most important reason for having a budget remains having control of your finances, wiimtémeNew al
Zealanders spontaneously mentioningsiais a reason. While there is a high degree of understanding of what kno

budgets are and why they are importathere is less awareness of who should have one. Currently, three
quarters of New Zealanders know that everyone should have a budget, a res@fwhiK I a y QG OK I y 3 g"'f a
2005 benchmark research.

Description of a budget

Knowledge of what a budget is was tested through the following question:

Q10) Which of the following is thstdescription of a budget?

Best description of a budget

Correct - Plan for vnat [N +

you earn and what you 81
spend 83

Knowing where all your
money goes

|

Accounting spreadsheet 5

Spending as little as yo
can

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

Source: Q10 m 2013 2009 2005

Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

The majority (85%) of New Zealanders can correctly identify the best description of a budget.h@s been

z

a significant increase since 2009 in the proportion of people who know that a budgétis LIt I y T2 NJ g K| {
S NY YR ¢ K(upifouRp2rdentage jiyitRftom 81%). The current result is consistent with 2005
data.
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Demographic drivers Zea
lan
The increase iknowledgeof what a budget isias been drivemy significanimprovements in scoreamong der
the following groups: «
a ¢
A 18-24year oldg(up 16 percentage points, from 68% to 84%) fina
A Those who identify with an Asian ethnicity (up 18 percentage pdirus) 70% to 88%) nci
A Those with a secondary school qualificat{op 7 percentage points, from 78% to 85%) al
A Urban resident§up 5 percentage points, from 81% to 86%). knlo
wie

Importance of a budget

People were asked to give spontaneous answers to the follogimgtion:
Q11) Why is itimportant to have a budget? Anything else?

The table below shows responses to this question. Peomldd give more than one answer. Categories that

FNB aAYAfIFINI G2 SIFOK 20KSNJ KI S 0 S8 NS@NiBudzlgi$eRthdl 2 3 S K SNJ
percentage of respondents that gave at least one of the more detailed suggestions (which are listed below the

nett score).

Tablel2: Reasons for saying it is important to have a budget

Main reason given all correct 2205 ALY AU
% % %
Sample size n= 856 850 852
Nett Control 92 92 91
¢2 O2yGNRf &LISYRAY3I k a2 &2dz R2yQi 80 84 81
To have savings / surplus 32 25 28
To make sure money will last 14 16 16
To achievdinancial goals / for the future 20 15 16
Nett Planning 46 53 51
To plan how much you can spend and save 35 43 41
To plan what you will spend your money on 24 23 20
Nett Tracking 37 43 39
To keep track of where your money is going 33 38 35
So yowknow where your income is coming from 15 12 11

Source: Q11

Base: All respondents

Note: Responses mentioned by less than 5% of respondents in 2013 are not.Sftmilgures in green denote statistically significant
increases since the previous wave. Tigeres in red denote statistically significant decreases since the previous wave.

Current results are consistent with those of 2009. Since 2005 there has been a significant decrease in the
proportion of people who say it is important to have a budgeathieve financial goals/for the future (down
four percentage points to 16%). There has also been a significant decrease in those saying a budget is
important so you know where your income is coming from (down four percentage points to 11%).

The overall ppportion of New Zealanders who mentioned planning as an important reason for having a
budget has risen significantly since 2005 (up five percentage points to 51%). Within this nett score,
significantly more people now mention planning how much you camd@ad save as a reason to have a
budget (up six percentage points to 41%), and significantly fewer think planning what you will spend your
money on is important (down four percentage points to 20%).




Who benefits from a budget

People were asked: der

Q12) Whichof the followingbestdescribes who can benefit from having a budget?

Who benefits from having a budget al

Correct - Everyone
72

People who have
difficulties managing
money

People without much
money

People with a lot of
money

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

m2013 = 2009 2005

Source: Q12
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Around three quarters (73%) of New Zealanders know that everyone would benefit from having a budget. A
fifth (19%) think a budget is for those who have difficulties managing moBeth of these results are
consistent with the findings from previous years.
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New Zealanders have a good understanding of financial plans, with knowledge levels high among both those 3 ¢
who do and do not have a financial plan themselves. fina
nci
Understanding of financial plans al
. : : : , . kno
The level of understanding of financial plans was tested with the following question: |
wie

Q16) | am going to read out some statements about financial plans and would like you to tell me whether
you think the statementistrue ff 8S> 2NJ g KSGKSNJ €2dz R2y Qi 1y28®

Financial plans statements

Financial plans are set up once and you use that plan throughout your life (Correct = False)
2013 88 3

2009
2005 3t

2013
2009
2005

2013

2009

2005 92 2
0% 20% 40% 60% 80% 100%

u True False Don't know = Don't understand

Source: Q16
Base All respondents
(n 2005=856, 2009=850, 2013=852)

As in previous years, most New Zealanders have a good understanding of financial plans:
A Nearlyninein-i Sy o6yy: 0 O2NNBOGfe& ARSydAFe GKEG GKS &l GSYS
that plan throughoutyotdd t AFSQ A& FlFfasSo

A rftyzad Ftt odm:0 (y26¢6 GKFG Ad A& GGNHzS GKFG WFAYLFYyOA
tATSQO

Qx

A Over ninein-ten (92%) correctly seli K & WFAYF yOALf LI I yyAy3a A

The current findinggre consistent with those of previous years, and there are no significant differences
between those who have a financial plan and those who do not.

o2dzi Ay
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Most New Zealander80%)understand the role of a guarantoAs in previous years, just @vhalf of New 3 (
Zealanders understand that consolidating debt at a lower interest rate is the fastest way to pay off debt. As fina
with knowledge othe role ofguarantors, understanding is greater among th@gho have a loan or a .
mortgage. Ncl
al
kno
Loan guarantees
wle

Thelevel of understanding of the responsibility of a loan guarantor was tested with the following question:

Q18) If Bob personally guarantees a loan for John, and John does not make the repayments he is supposed
to, which one of the following is Bob requiteddo?

a) Bob has to represent John in court
b) Bob has to take over the debt and make the repayments

c)Bob has to help to get the money from John.

LF .20 LISNrR2yFffe 3Fdza NryaGaSSa f2Fy F2NJI\

Cortect - Bob has to ta GG

over the debt and make 83
repayments 79
Bob has to get the money?
from John
11

Bob has to represent
John in court

LK
Don't know | 2
3

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

m 2013 =2009 2005

Source: Q18
BaseAll respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

Eightin-ten (80%) New Zealanders correctly identify that if John does not make loan repayments they become
. 20Q4a NBALRY A ks adk dighificandy diffeteit framitiedihie 800%ior 2005 result.
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Those with a loan (either a mortgage or personal loan) are significantly more likely than those without one to Zea
identify the correct answer (89% of those with a loan chose the right answrapared to73% of those lan
without). der
a ¢
Debt management ,
fina
wSallR2yRSydaQ dzyRSNARAGIFIYRAY3I 2F (GKS FlradasSad sre G2 Ildcie
Q19) If Pete has $2,000 owing on his credit card paying 19.5% interest, and another personal loan of $500 al
at 11.5% interest, which wouldlalv him to get rid of his debt faster? kno
wle

a) Repay the minimum amount on the credit card and repay the personal loan faster

b) Pay off the credit card debt faster and pay only the minimum amount on the personal loan until the
creditcarddebt is cleared

c¢) Invest any available money in a term deposit paying 7%

d) Transfer or consolidate the credit card debt into the personal loan and pay the lower interest rate.

$2,000 owing on credit card paying 19.5% interest, personal loan of
$500 at 11.5%, how get rid of debt faster? (Overall)

Correct - Transfer/consolidate
credit card debt into personal loal
and pay lower interest rate

Pay off credit card debt faster an

only minimum on personal loan 2

34
Repay minimum on credit card an
repay personal loan faster
Invest available money in 7% ter|
deposit
Don't know
0% 20% 40% 60% 80% 100%
m 2013 2009 2005

Source: Q19
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Around half (53%) of New Zealanders know that the best way for Pete to get rid of debti$asteonsolidate
his credit card debt into his personal loan, and thus pay a lower interest rate. This result is consistent with
those of previous years.

Since 2005 there has been a significant increase in the proportion of New Zealanders who incestectbd
repaying the personal loan faster than the credit card (up four percentage points to 9%).

The chart below shows that those who have a personal loan or mortgage are more likely to select the correct
answer. There have been no changes in thegdirfiggs over time.




$2,000 owing on credit card paying 19.5% interest, personal loan of
$500 at 11.5%, how get rid of debt faster? (Overall)

Correctc Consolidate the Debt Correctc Consolidate the Debt

All respondents Have personal loan or home mortgage
100% - 100% -
80% - 80% |
60% - 60% -
s s 62 59 62
40% - 49 40% -
20% - 20% -
0% 0%
2005 2009 2013 2005 2009 2013
SourceQ19

SourceQ19 BaseRespondents who have a personal loan or home mortgage
Base: All respondentsi 005=856, 2009=850, 2013=852) (n 2005=312, 2009=314, 2013=328)




Knowledge of ways to minimise interest on a mortgage is mixbe vast majority of New Zealanders know 3 (
that mortgage interest can be minimised by increasing the amount of regular payments, but only just over half fina
know that paying half your monthly payment every fortrnig¥ill minimise your interest. nci
There has been a significant decrease in the proportion of New Zealanders who know that using a credit card  g|
for some repayments witiot minimise their interest (dowifiour points to 79%). Knowledge in this area has
fallen for a range of demographic groups, including those irHilga knowledge group and those who have a
mortgage. However, those with a mortgage remain more likely thase without to understand thatising a
credit card for mortgage repayments will not minimise interest. They are also more likely to correctly identify

the other ways to minimise mortgage interest.

kno
wle

Understanding of variable or floating rate home loan repayments has improved in 2018&ingvthe decline
reported in 2009. Half of New Zealanders are now aware that a variable or floating rate home loan can be
repaid in part or in full at any time without penalty. Improvements have been seen across a wide range of
demographic groups. larticular those in the 25 to 34 year old age group are much more likely to know this
now than in 2009 (up 19 percentage points to 52%). The intense competition between banks in attracting
mortgage customers is likely to have played a part in raisingstiogvledge of the types of mortgages

available, especially for this age group who may beerd¢w the mortgage market Additionally, floating rate
home loans have been available at historically low rates of interest for quite some time and their uptake has
increased markedly as a result, leading to a greater familiarity with this type of mortgage.
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Minimising interest Zea
lan
To gauge the level of understanding of how to minimise interest on a mortgage, people were asked: der
Q20) A home loan is what people usuatlll a mortgage, it is the money that is borrowed to pay for a a ¢
house. | am going to read out some statements about minimising the amount of interest you pay on a fina
home loan and would like you to tell me whether you think the statement is true, falseetraxlyou nci
R2y Qi 1y260 al
CANBRGSE AT 22dz 6FyG8R (2 YAYAYAAS GKS Fvadyd 2¥NQy
that true or false, or do you not know? wle
¢2 YAYAYAAS (GKS AyGaSNBaidX
Pay half your monthly payment every fortnight* (Correct = True)
2013
2009 i
2005 |
2013
2009 i
2005 i
Put some payments on credit card and pay it off every six months (Correct = False)
2013
2009 i
2005 77 15 1
0% 20% 40% 60% 80% 100%
Source: Q20 ETrue = False Don'tknow mDon'tunderstand
aazgég:rseggé ggggrjfésq, 2013=852) ) o ) ) o ) )
F o{dFraSySyd OKFy3ISR FNBY unnp 6KAOK NBIR WLI & F2NIyA3IKGEE NIGKSNI GKEYy Y2yGKfaQ

Note: Arrowsin green denote statistically significant increases since the previous Waeevsin red denote statistically significant
decreases since the previous wave.

Wt &8 KIfF @2dzNJ Y2y GKE@& LI e&vySyld

Just over half (55%) of New Zealanders know that paying half of your monthly payment every fortnight
minimises the interest on hkome loan. This result is consistent with findings from 2009. However, as in 2009,
the proportion of people who answer correctly is significantly lower than in 2005 (down 10 percentage points
from 65% in 2005).
WLYONBI &8s

' Y2dzy G 2F NBIdzZ I NJ LI éyYSydaQ

Nine-in-ten (90%) New Zealanders know that interest on a mortgage can be minimised by increasing the
amount of regular payments. This result is similar to that of previous years.

SOSNE F2NIYA 3




Ne

W
Wt dzi a2YS 2F &2dzNJ LI eYSyida 2y & 2usONBRA (128D}
Y2y G KaQ lan
der
Nearly eightin-ten (79%) New Zealanders know that interest on a mortgagenatibe minimised by using a x
credit card for some payments. After a significant improvement in 2009, the current findings have fallen back fi
to 2005 levels (a ghificant decrease of four percentage points from 83% in 2009). Ina_
Nncl
This decrease has been driviey significantleclines in scoreamong the following groups: al
A Males (down 8 percentage points, from 86% to 78%) kno
A 3544year oldgdown 8 percentage points, from 99to 82%) wie
A 5564 year olds (down 12 percentage points, from 88% to 76%)
A Those with at least some tertiary educatiaown 7 percentage points, from 90% to 83%)
A Renters (down 10 percentage points, from 79% to 69%)
A Those in paid employment (down 5 percentgnts, from 88% to 83%)
A Urban resident¢down 5 percentage points, from 83% to 78%)
A Annual household incomieetween $50,000 and $100,000 (down 8 percentage points, from 93% to 85%).

There have been falls for all knowledge groups, with a significant drapdse in theHigh knowledge group
(down 5 percentage points, from 96% to 91%).
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The following chart compares the level of understanding of how to minimise interest on a mortgage among Zea
those who have a mortgage and those who do not. lan
der
~ A A - < Y A v < é S
¢2 YAYAYAAaS UKS AYyuSNBauouX g
Ina
Pay half your monthly payment every fortnight* (Correct = True) .
2013 63 31 51 nci
Have Home Mortgage 2009 68 25 7 [
__________________________ 2005 S S 206 e
2013 51 29 20 kno
Do not have Home Mortgage2009 47 32 20 i
2005 61 20 17 i Wle

2013 96 3
Have Home Mortgage 2009 94 8 3
__________________________ 2005 I e 51
2013 87 6 7
Do not have Home Mortgage2009 85 7 8 i
2005 89 5 51
Put some payments on credit card and pay it off every six months (Correct = False)
2013 W3 87 § 51
Have Home Mortgage 2009 A 93 5
2005 S 82 12 1
"""""""""""""" 2003 om0 s e
Do not have Home Mortgage2009 i3 80 14 1
200! _8 ‘ 75 ‘ ‘ 6 1
0% 20% 40% 60% 80% 100%

m True = False Don't know m Don't understand

Source: Q20
Base Varies by whether have home mortgage
F {dGFrdSYSyid OKIFIy3aSR FNRBY Hnnp 6KAOK NBIR WLI & F2NIyAIKGte NFYGKSNI GKIyYy Y2yiKtfeQ

Note: Arrowsin green denote statistically significant increases since the previous wkax@wsin red denote statistically significant
decreases since the previous wave.

Those with a mortgage remain consistently more likely to select the correct answer on all threeestédem

There have been no changes in findisgge 20090r knowing that paying half your monthly payment
fortnightly or increasing the amount of your mortgage payments are ways to minimise the interest on a
mortgage. However, compared to 2005 there aédneen falls for correctly identifying making fortnightly
rather than monthly mortgage payments (results for those with a mortgage have fallen eleven percentage
points over this timeg from 74% to 63%, those without a mortgage have dropped ten percentaes;

from 61% to 51%).

The decreassince 2009n the proportion of New Zealanders who know that using a credit card to make
mortgage payments isot a way of minimising interest on a mortgage has occurred across both those with a
mortgage and those whtout one. There has been a six percentage point fall (from 93% in 2009 to 87% in
2013) among those with a mortgage, while those who do not have a mortgage have seepademtage

point reduction in knowing this statement is false (from 80% in 200868 in 2013). Current findings are
consistent with 2005 results.
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Fixed interest rates Zea
lan
¢2 YSFadaNBE LS2LX SaQ dzyRSNEGIYRAYy3 2F UKS OANDdzYa U lggrO S
following question was asked: o

Q23) In which of thdollowing situations would it be better to have a two year fixed interest rate home loan fina

rather than a variable or floating rate home loan? nci
a) When your bank comes out with a better fixed interest rate than the other banks al

kno
b) When interest rates are expext to increase over the next 2 years wle

c)When interest rates are expected to fall over the next 2 years

d) When the value of your house is going to increase over the next 2 years

Better to have 2 year fixed interest rate home loan
N} KSNJ GKIFYy @FNAFofS 2N Ff 2 (

Correct - when interest rates are -

expected to increase over the next 2 63
years 63

When your bank has a better fixem

rate than other banks —
13

When the value of your house is goinE3 3
to increase over the next 2 years
9

When interest rates are expected tp

fall over the next 2 years 2
8

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

m 2013 2009 2005
Source: Q23
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since teeipus waveArrowsin red denote statistically significant
decreases since the previous wave.

Almost two thirds (64%) of New Zealanders know that it would be better to have a two year fixed interest
home loan when interest rates are expected to rise.sThsult is on par with those of previous years.

Between 2005 and 2009 there was a significant decrease in the proportion of people incorrectly identifying
house prices as a reason to have a fixed interest rate home loan. While the current resultsseeadmgth

that of 2009 (was 6% in 2009, 5% in 2013) the proportion incorrectly choosing this option remains significantly
below the 2005 level.

The chart below provides a comparison between the proportion of New Zealanders who gave the correct
answer amog those who have a mortgage on their own home and those who do not.




Note: Arrowsin green denote statistically significant increases since the previous Waweevsin red denote statistically significant
decreases since the previous wave.

New Zealanderesho have a mortgage on their home are significantly mordyittean those without a
personal mortgage to provide the correct answer.

Since 2009 there has been a significant decrease in the proportion of those without a mortgage who know that
it is betterto have a fixed rate mortgage when interest rates are predicted to rise (down six percentage points
from 62% in 2009 to 56% in 2013). The current results have returned to 2005 levels for this group.

W
o Zea

Better to have 2 year fixed interest rate home loan

rather than variable or floating rate; correct answer lan
der

a ¢
fina
nci
100% + al

kno

80% -

81 | 79 wle
1t
60% - 62 ¥
56
40% -
20% -
0% .
Have mortgage on own home Don't have mortgage on own home
2005 2009 m2013
SourceQ23
BaseVaries by whether or not have mortgage on own home
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Fixed, floating, and variable home loans Zea
lan
t S2 LI SratandingyfRxad, floating and variable interest rates was measured with the following question:  ger
a

Q24) | am now going to read out some statements about different types of home loans and would like you
to tell me whether you think the statementistrueffa S 2NJ ¢ KSGKSNJ 8 2dz R2y Qffhay y

Nnci

a) With a fixed rate home loan, the interest rate remains the same for the term of the loan al
b) With a variable or floating rate home loan, you can repay in part or in full at any time without kno
penalty wle

c) With a revolving credit facili loan, you are charged a penalty for making an early repayment.

The following two charts present findings from these questigtige first shows results based on the total
sample, the second provides analysis based on those with and without the refavamtial product.

Statements about home loan interest rates

Fixed rate home loan, the interest rate remains the same for term of the loan (Correct = True)

2013 144 51
2009 1089 9 |
2005 16 61

Variable or floating rate home loan, can repay part or in full without penalty (Correct = True)

2013 21 27 !
2009 24 4 29 |
2005 17 26

Revolving credit facility loan, charged penalty for early repayment (Correct = False)

2013 32 45 !

2009 34 44 l

2005 35 4
0% 20% 40% 60% 80% 100%

m True False Don't know mDon't understand

Source: Q24
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.
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Fixed rate home loan, the interest rate remains the same for term of the loan (Correct = Try der
2013 81 171 2 (
Have Home Mortgage2009 87 4 DK a‘’
2005 78 21 1 ;
2013 = 7§ fina
Do not have Home Mortgage009 77 11 12 1 nci
2005 77 13 9 1
Variable or floating rate home loan, can repay part or in full without penalty (Correct = True] al
2013 61 24 15 kno
Have Home Mortgage2009 65 19 16
_____________________________ 2005 S A 15 16 1 wle
2013 47 4% | 20 32 i
Do not have Home Mortgage2009 40 26 33 i
2005 50 18 31
Revolving credit facility loan, charged penalty for early repayment (Correct = False)
2013 13 65 20
Have Revolving Credi2009 16 72 11
_____________________________ 2005 WewEweS - e4 18
2013 23 28 48 i
Do not have Revolving Cred?009 21 31 47 ]
2005 22 32 44
0% 20% 40% 60% 80% 100%
H True = False Don't know mDon't understand
Source: Q24
Base Varies by product ownership
Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.
W2 AUK | FAESR NI UGS K2YS 21y UKS AYyuUSNbau NJI
As in2009, eightin-ten (80%) New Zealanders correctly identify that this statement is true. In 2009 there was
a significant decrease in those saying this statement is false. This has been reversed in 2013, rising four
percentage points from 10% to 14%. Tddiave been no changes when looking at results by having/not
having a mortgage.
W2 AUK | GFNAIFOES 2N Ft2F0Ay3 NruS K2YS 2FyZ

z

gAOK2dzi LISylFfaeQ

Half (51%) of New Zealanders know that this statement is true, retmsome ofthe ground lost in this area

of knowledge in 2009 (up five percentage points from 46%). While there has been no change since 2009 in the
proportion of New Zealanders who identified the statement as false, the current result is significighity h

than that recorded in 2005. Among those wit@ nothave a mortgage there has been a significant

improvement in the proportion correctly identifying the statement as true (up seven percentage poidto

in 2013). This recovers the ground lostthig group between 2005 and 2009.

At the overall level, the increase in understanding that you can repay a variable or floating home loan without
penaltyhas been drivelby significanimprovements in scoreamong the following groups:

A 2534year olds(up 19 percentage points, from 33% to 52%)
Renters(up 8 percentage points, from 32% to 40%)

A
A Thosenot in paid employment (up 8 percentage points, from 40% to 48%)
A

Urban residentgup 6 percentage points, from 47% to 53%)
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A Annual household income under $20,0Q(® 11 percentage points, from 31% to %) Zea
lan
All knowledge groups have improved scores in 2013, but none of the rises are significant. der
W2 A0K | NB@2ft gAy3 ONBRAG FLOAfAGE f2Fys &2t
NBLI &@8YSyidQ fina
_ _ , _ nci
Only a third (32%) of Neidealanders knows this statement is false. There have been no changes in lgowled |
of this area over the years, but results appear to be slowly trending downwards. " a
no
As would be expected, those with a revolving credit loan are more likely than those witheub know this wle

statement is false (65% identified it as such). Additional analysis shat#hose with a mortgage ammore
likely than those without to correctly identify this statement as false (8®%hpared with 29% without a
mortgags.
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specifically with regard to life insurance and the entitlement to shared property when two people separate.

fina
Compared to 2005 significantly higher propdion of New Zealanders can now identify who would need the nci
greatest amount of life insurance. Knowledge in this area has been high since the research began, but has al
been trending up and hasow risen to almost universal understandirihis improvement gabe seen across a kno
variety of demograpic groups, including both theolv andHigh knowledge group s

Understanding of the entitlement to shared property when a couple separates has increased significantly
compared to 2009 Over eighin-ten New Zealanders can now identify the correct response to the scenario
presented.

Life insurance

To gauge understanding of life insurance needs, everyoneaslaed

Q25) If each of the following people had the same amount of yearlynme; who would generally need the
greatest amount of life insurance?

a) A young single woman without children
b) A young single woman with two children

¢) A young married woman without children

Who needs the greatest amount of life insurance

Correct - Young single woman, t\/\_’

: 93
children 91
| &
Young married woman without children 4
4
1
Young single woman without children 2
3
0
Don't understand | 1
1
1
Don't know | 0
0

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

Source: Q25 m 2013 2009 2013

Base All respondents

(n 2005=856, 2009=850, 2013=852)

FvdzSadazy 62NRAY3 | YSYRSR Ay wnmo (2 AyOfdzRS (GKS 62NR w3aSySNrtfeQ




As in previous years, almost all (94%) New Zealanders know thgle woman with children needs the

greatest amount of life insurance. While the current result is consistent compared to 2009, the proportion of
people giving the correct answer has been trending up, and the current result is significantly higherehan th
2005 benchmark (up three percentage points from 91%).

Demographic drivers

Compared to 2005, the rise knowledgeof who needs the greatest amount of life insurance has been driven
by significantimprovements in scoreamong the following groups:

A Males (1p 6 percentage points, from 87% to 93%)

A NZ Europeangip 3 percentage points, from 93% to 96%)

an2NR o0dzLld y LISNOSydl3aS LRAyGazr FNRY yme (2 ¢op2o
Those with a secondary school qualificatiop 6 percentage points, from 90% to 96%)

People whaown their own tome (up 3 percentage points, from 92% to 95%)

Thosenot in paid employment (up 6 percentage points from 88% to 94%)

Urban residentgup 4 percentage points, from 91% to 95%)

> > > > > >

Annual household incomigetween $20,000 and $50,000 (up 6 percentage points, B8fb to 95%).

While theMedium knowledge grous no more likely to correctly identify who needs the greatest amount of
life insurance now than in 2005, both theolv andHigh knowledge groupare significantly more likely to
select the correct answer. Those in thew knowledge groupave risen 6 percentage points, from 81% to
87%. There is near universal knowledge of who needs the greatest amount of life insuranceHigtthe
knowledge goup, following a 3 percentage point rise from 96% to 99%.
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Entitlement to share of house when two people separate Zea
lan

People were asked: der

Q26) 5 PAR Y2@OSR Ayld2 WHySQa K2dzaS F2dz2NJ @SIFNBR | 323 1A

Davidentitledi 2 | aKINB 2F WFyS3$0Qa K2dzSK fina
Nci

5 AR Y2@0SR Ayid2 WHrySQa K2dzad n @&$§ al

L & I AR éyu)\ f SR 2 I akKENB 2F WHy$ Ko

wle

T
Correct - Yes 78 ¥
83

No 16 4
10

Don't know 5

Don't understand | 0

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

2013 2009 2013
Source: Q26
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Waweevsin red denote statistically significant
decreases since the previous wave.

Just over eighin-ten (82%) New Zealandersare awér& | G 51 AR Aa SydAiAidt SR (2 | ack
represents a significant increase on 2009 findings (up four percentage points from 78% in 2009 to 82% in
2013). Current results are consistent with those of 2005.




Demographic drivers

The increas@n knowledgeof entitlement to the share of a house when two people separate has been driven
by significantimprovements in scoreamong the following groups:

A Females (up 8 percentage points, from 78% to 86%)

A an2NR 6dzld mo LISNOSyYy (%3S LRAYyGas FNBY cox (G2 71¢C
A Those with a secondary school qualificat{op 13 percentage points, from 74% to 87%)

A Renters (up 9 percentage points, from 70% to 79%)

A Thosenot in paid employment (up 7 percentage points from 72% to 79%)

A Ruralresidents(up 10 percentage points, fro8l% to 91%)

All knowledge groups have improved scores in 2013, but none of the rises are significant.
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interest accrual remains strong, knowledge of compound interest is poor and has weakened compared to 200
¢ only one third of New Zealanders understanétthose who save for longer will have saved more than

9fina

someone putting the same amount of money aside over a shorter period. Understanding of compound el
interest has fallen across a wide range of groups, including those idigiheknowledge group. al
kno

Therehd 0SSy y2 AYLNROSYSyid Ay bSs %SItlIyRSNEQ dzyflfiéNV\\‘ﬂeﬁ I
As seen in previous yeartssf over half of New Zealanders understand that paying interest back into the
deposit will increase the overall amount of interest eed.

In contrast, inflation is well understood by New Zealanders. The vast majority know that to maintain current
living standards in five years salaries would need to increase. -iBitggit understand that if inflation is at a
higher level than interestates, then the buying power of savings will drop.

While understanding of inflation is strong, there has been no improvement in scores since 2009, despite the
increased coverage of issues around inflatismch as quantitative easing in Japan, the USAUGdnd media
coverage on interest rates and inflation in New Zealand.
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Compound interest on savings account Zea
lan
Knowledge of compound interest was tested with the following question: der
a ¢

Q28a) Ben and Sarah are the same age and both put their money into gsagtount earning interest.
Sarah started saving when she was 20 and saved $2,500 each year. Ben started saving when he was 40 and fina
saved $5,000 each year. They are now both 60. Do Ben and Sarah have the same amount of money saved, onci

does one have merthan the other? al
If one has more: kno
wle

Q28b) Who has more money?

Q28c) Why do they have more money?

Sarah saved from 20 years of age $2,500 each year. Ben saved from 40 years
of age $5,000 each year. Now both are 60.

100% -

80% -|
60% -| *
60 ¥
40% - * 3 2
37 -
2006 29
5 5
6 111 3
0% A c EE : : -
Correct - Sarah Ben has more Same amount Don't understand Don't know
has more than  than Sarah question
Ben
Base: All apondens 2005 ©* 2009 m 2013

(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since tha@vious wave.

One third (32%) of New Zealanders correctly identify that Sarah would have saved more money than Ben. This
is a significantly lower proportion than in 2009 (down five percentage points from 37%). Conversely, the
proportion of people who inarrectly say that both Sarah and Ben would have the same amount has risen
significantly since 2009 (up giercentage points from 50% to %6.
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Demographic drivers Zea

lan
The drop irknowledgeof who would have more savings in this scenario has been drivsigiijicant der
decreases in scoresnong the following groups: o
A Males (down 10 percentage points, from 43% to 33%) fina
A 3544 year olds (down 12 percentage points, from 44% to 32%) nci
A 4554 year olds (down 16 percentage points, from 48% to 32%) al
A 5564 year olds (down lfiercentage points, from 41% to 30%) kno
A NZ Europeans (down 8 percentage points, from 40% to 32%) wie
A Those who own their home (down 9 percentage points, from 42% to 33%)
A Those in paid employment (down 10 percentage points, from 43% to 33%)
A Annual household incomieetween $50,000 and $100,0¢0p 18 percentage points, from 45% to 27%)

Those in theHigh knowledge groupre significantly less to correctly identify who would have more savings
(down 12 percentage points, from 60% to 48%).

Reason why Sarah would have mor
Among those who knew that Sarah would have more, 82% correctly identified that her money would have

grown in her savings account for a longer period of time, earning compound interest. This result is consistent
with that of previous years (81% in 20@%% in 2005).

Full knowledge of compound interest

Overall, 31% of all New Zealanders are able to idehtfh that Sarah would have saved maad that this

was because her money had been in a savings account longer, thereby earning compound intésestsulth

is consistent with that of 2009 (35%) and, as in 2009, is significantly higher than in 2005 (up six percentage
points from 25%).
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Compound interest on term deposit Zea
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Q31) Which of the following term deposits would pay the most interest in total, or would they pay the same a ¢
amount of interest? fina
_ _ _ . nci
a) 1 year term deposit at 7% interest per annum paid at maturity al
b) 1 year term deposit at 7% interest per anmpaid quarterly back into the term deposit kno
. wle
C) They would pay the same amount of interest
The table below shows the proportion of New Zealanders who correctly identified that having interest paid
quarterly back into the deposit would pay the most interestrall. Results are also provided by those who
do/do not have a term deposit themselves.
Table13: The proportion of New Zealanders who correctly identified that having interest paid quarterly back into the
deposit would pay themost interest overall
Have 52y Qi KU
Total term deposit term deposit
2005 2009 2013 | 2005 2009 2013 | 2005 2009 2013
% % % % % % % % %
Sample size n= 856 850 852 206 241 258 605 639 590
Correct- Aone year term deposit at 7%
interest per annum paid quarterly back 53 58 56 59 70 69 51 53 51
into the term deposit
. o
A one year term deposit at 7% interest 9 7 7 7 5 5 10 8 7
per annum paid at maturity
_They would pay the same amount of o8 20 o5 29 16 21 o8 21 27
interest
52y Qi dzy RSNRGlFIYR { 2 2 2 1 1 - 2 2 3
52y Qi 1y26 G(KS lyy 8 13 10 4 8 5 15 11
Source: Q31 and BQ3e
.Fasy 1ttt NBaALRYRSyidaszr (K2aS8 sK2 KFE@GS + GSNY RSLIaAradzr K2aS gK2 R

Note: The figures in green denotatistically significant increases since the previous wave. The figures in red denote statistically
significant decreases since the previous wave.

As in previous years, more than half (56%) of New Zealanders can identify that a term deposit paying interest
back into the deposit on a quarterly basis will pay the most interest overall. As might be expected, those with
a term deposit are more likely &m those without to choose the right answer. As with overall findings, there
have been no changes in resultg term deposit ownershipver time.

However, there have been several changes in the proportion of New Zealanders who incorrectly said that both
of the term deposits described would pay the same amount of interest. There has been an increase in the
overall proportion of New Zealanders choosing this option (up five percentage points to 25%). Current results
are consistent with those of 2005 (28%hose who have a term deposit are increasingly avétbrmed about
compound interest; they are less likely to say both would pay the same amount of interest now than in 2005
(down eight percentage point® 21%). Those who do not have a term deposit lags welinformed now

than in 200, with a six percentage point rise in incorrectly selecting this response.
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Inflation Zed
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Knowledge of inflation was tested with the following question: der
Q29a) If John currently has an income of $30,000, how much incom&®ill Y SSR Ay FA GBS &S| N o

able to live at the same standard? fina

nci

a) $30,000

al

b) Less than $30,000 kno

wle

c) More than $30,000

Q29b) Why does he need more than $30,000?

LyO2YS 2F bonzZnnnd | 2¢ YdzOK AyO02YS ySS
at the same standard?

..............................................................
.

Correct - More than $30,00 89 :
90 Why more than $30,000? 2005 [ 2009 | 2013
$30,000 ; Inflation/increased cost/price  91% 94% 95%
' 4 . Value of money changes 4% 14% 11%
11 ¢ Other 1% 4%  13%
Less than $30,000 3 52y Qi 1y2¢6 4% 2% 2%
2
- Source: Q29b
1 Base: Respondents who stated more than $3@) is required
Don't understand | 0 (n 2005=739, 2009=751, 2013=769)
O Sieeeevesscesscsessesscscsscsscscsscscessssssssessescssosscsost
l2
Don't know 5
3

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

Source: 020a m 2013 2009 2005
Base All respondents
(n 2005=856, 2009=850, 2013=852)

As in previous years, the vast majority (91%) of New Zealanders know that for Jolimtain his current
A0FYyRFNR 2F ftAGAy3 KS gAff ySSR I KAIKSNI AyO2YS Ay TA
higher income, almost all (95%) said this was because of inflation. Just oviertene(11%) said that the

reason was becae the value of money changes over time. Both of these results are consistent with those of

previous years. Please note that in 2009 and 2013 people were able to provide more than one answer, which

is likely to have resulted in the slighter higher respesin each category compared to 2005.




Interest accrual

The following question was used to test knowledge of interest accrual:

Q32) If Moana had $100 in a savings account and the interest rate was 2% per year, after 5 years how much

Ne
w
Zea
lan
der

w

a (

would Moana have in her account if she left the money to grow? Would it be more than $102, exactly fina

$102 or less than $102?

$100 in savings account, 2% interest per year. After 5 years
how much in account if left money to grow?

Correct - More than $102 86
85

$102

-oH

||
IIN

Less than $102

Don't know

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

m 2013 2009 2005

Source: Q32
Base: All respondents, excluding pilot in 2005
(n 2005=817, 2009=850, 2013=852)

The large majority (85%) dfew Zealanders understand that Moana would have more than $102 in her
account after five years. This result is on par with those of previous years.

nci
al
kno
wle
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Effects on inflation and savings Zea
lan

People were asked: e

Q33) LT (GKS AyGSNBald NI duwhs 126per yednard hiatioa wad 2o @ryear, & dzy' § & {
year, would she be able to buy more than, exactly the same as, or less than today with the money in fina
this account?

nci

al

Interest rate 1%, inflation 2%. After 1 year, buy more than, kno
less than or exactly the same as today? e

Correct - Less than 81
79
5
Exactly the same| 7
7
)
More than | 7
9
1
Don't understand | 1
1

4
Don't know 5
4

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

Source: 033 m2013 2009 2005
Base All respondents, excluding pilot in 2005
(n 2005=817, 2009=850, 2013=852)

Eightin-i Sy o0y m:0 bSg %SIFflyRSNA (Y26 wikhaie drépged overdeeé A y3 L2 6
year. This result is very much on par witlegbof previous years. The proportion of New Zealanders who
0K2dAKG ! yySQa o6dz2Ay3a LI26SNI AYONBI a Sienfos NI G KS &Sk NJ A
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When thinkng about saving for retirement, over eigim-ten (83%) New Zealanders identifghat kind of 3 (
lifestyle people want for their retirement as a consideration, significantly more than in 2009. This increase can fina
be seen across many demographic groups, including a substantial rise faywhienowledge group .
Nncl
Over half of New Zealandersemtion bearing their current financial situation in mind, while almost half cite an al
aspect of retirement income, such as whether they will work fiane in their retirement. Significantly fewer kno
people now mention the length of their retirement as a cafesation when thinking about saving for s

retirement, down to one fifth from one quarter in 2009.

Most New Zealanders are aware of the age of eligibility for NZ SUp&¥ know that they become entitled to
receive itat age 65 There continue to be gradliBnprovements in knowledge of the age of eligibility.

There has been a significant improvement in the proportion of New Zealanders who know the amount of NZ
Super, with over fouin-ten able to identify the correct amount from a list of options. Thigespnts a twelve

point increase since 2009. Knowledge of the amount of NZ Super has increased significantly for many groups
of New Zealanders, including both tMedium andHigh knowledge grougp

Around half of New Zealanders know that NZ Super is neitlteme nor asset tested, consistent with the
2009 findings.

While it is unsurprising that financikhowledgearound eligibility for and the amount of NZ Super increases
with age, there is one exceptianthose aged 45 to 54 years are significantly lésdyl than average to be able
to identify the correct amount of NZ Super.

Factors to consider in saving for retirement

People were asked to provide spontaneous answers to the following question

Q35) What are all the things a person needs to consider vthew think about saving for retirement?
Anything else?

The question wording was changed in 2009 to provide greater encouragement for people to nedhtien
factors they would consider. This is very likely to have been the reason for respondentsyageato
mention more factors in 2009 and 2013 than in 80herefore care should be taken when comparing the
2005 results with other years.

Please note that because people were encouraged to give more than one answer responses that are similar to
each2 i KSNJ KI S 06SSy 3aANRJzZLISR (2 3 §ihikgue gives fhe paid@mage il SR | & |
people who gave at least one of the more detailed suggestions (which are listed below the nett score).
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The following table shows the things New Zealknsdthink about when they think about saving for retirement. Zea
Tablel4: The things New Zealanders think about when they think about saving for retirement (;aér:

Main reasons giver all correct 2(305 2009 2013 a ¢

% % % 2

Sample size n= 856 850 852 fina

Nett retirement spending/lifestyle 80 75 83 nci

How much money they will need in their retirement / how comfortable / well off

they want to be in their retirement 51 49 49 al

What costs they will have when they are retired 33 20 40 kno

Retirementspending/lifestyle 6 26 31 wle

Where they want to live in retirement 14 14 19

Whether they own their own home 29 19 18

Whether paying off debt in retirement 12 10 12

Whether have health insurance 15 10 11

Nett current financial situation 47 58 56

Howmuch they can afford to save 33 28 24

How long before they plan to retire / what age they want to retire 12 22 20

Pay off mortgage 1 21 19

How much money they already have saved 12 19 15

Nett retirement income 43 44 47

How much money they will have iatirement 22 18 18

Whether/how much they will earn from investments 22 20 16

How much Govt Super will receive* N/A 10 13

How much they will have saved when they retire 12 10 10

How much KiwiSaver will be worth* N/A 5 10

Whether they will work partime when they are retired 3 6 5

Nett length of retirement 14 24 20

How long they will live for in their retirement 8 18 14

Their life expectancy 8 10 9

Source: Q35

Base: All respondents

Note:h i KSNJ NBalLlR2yasSa Ay HnAnmM@FAYDEt zZRO2YKSEH VS K ( A DNdetcam@ori@svapegdkrs WA Y FE I GA 2
2009.The figures in green denote statistically significant increases since the previous wave. The figures in red denotdystatistica

significant decreases since the previous wave.

The single biggest consideration for New Zealanders when thinking about saving for retirement is how much
money they will need in their retirement/how comfortable/wedff they want to be when they retire. This
consideration was spontaneously mentionedHaif (49%) of New Zealanders. This has been the dominant
consideration since the start of the research programme, and current results are very similar to those of
previous years.

Whilethe proportion of New Zealanders citing how much money is needeetiement/how

comfortable/welloff they want to behas remained unchanged, mopeople thinkaboutan aspect of

retirement spending/lifestyle now than in 2009 (up eight percentage points to 83%). Within this category
there have been rises in consideratifor what costs they will have when they retire (up twenty percentage
points to 40%); where they want to live in their retirement (up five percentage points to 19%) and retirement
spending/lifestyle in general (up five percentage points to 31%).
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Theincrease in the proportion of New Zealanders who identify retirement spending/lifestyle as a Zea
consideration when thinking about saving for retirement has been drivesidnificantimprovements in lan
scoresamong the following groups: der
A Males (up 6 percentage pus, from 75% to 81%) a
A Females (up 10 percentage points, from 74% to 84%) fina.
A 1824 year olds (up 25 percentage points, from 54% to 79%) nc:
A 2534 year olds (up 13 percentage points, from 68% to 81%) kni
A 5564 year olds (up 8 percentage points, from 80% to 88%) wle
A 65 yeas and over (up 13 percentage points, from 73% to 86%)
A New Zealand Europeans (up 8 percentage points, from 78% to 86%)
A Those with primary or basic secondary education (up 20 percentage points, from 61% to 81%)
A Those with a secondary school qualificat{op 9 percentage points, from 74% to 83%)
A People who have their home in a trust (up 13 percentage points, from 79% to 92%)
A Renters (up 14 percentage points, from 67% to 81%)
A Thosenot in paid employment (up 16 percentage points, from 67% to 83%)
A Urban residats (up 8 percentage points, from 75% to 83%)
A Ruralresidents(up 12 percentage points, from 69% to 81%)
A Annual household income under $20,000 (up 19 percentage points, from 61% to 80%)
A Households with incomes of between $20,000 and $50,000 (up 10 pegeptzints, from 69% to 79%)
A Those in the.ow knowledge groufup 25 percentage points, from 49% to 74%)

Overall, the nett score for considering their current financial situation when thinking about retirement has
remained stable since 2009, with over h@6%) of New Zealanders mentioning a consideration under this

broad heading. Within this category there has been a significant decrease in the proportion of New Zealanders
who see the amount of money they already haveesh®s a consideration (down fopercentage points to

15%).

The proportion of New Zealanders who think about retirement income when they think about saving for
retirement is unchanged, with just under half (47%) citing a consideration under this category. There has been
a significant de@ase in the proportion of people mentioning whether/how much they will earn from

investments (down four percentage points to 16%). This isetfby the significant increase in the proportion

of people mentioning how much KiwiSaver in particular willhoeth when they retireq 5% of people

mentioned this in 2009, while 10% do sow. The fall in mention of investments and the rise of the value of
KiwiSaver as a consideration suggest that as KiwiSaver has become more established it has grown more
importay &t Ay LIS2LJ SQa FAYFIYOAIf LXFyyAy3ao

There has been a significant decline in the proportion of New Zealanders who consider the length of their
retirement when thinking about retirement savings (down four percentage points to 20%). The specific
category whih has fallen within this grouping is how long they will live for in their retiremeimt% of New
Zealanders consider this when thinking about retirement savings, down four percentage points since 2009.




The overall decrease in thinking about the lengthiatirement has been driven bsignificantdeclines in
scoresamong the following groups:

A 5564 year olds (down 14 percentage points, from 31% to 17%)

A New Zealand Europeans (down 6 percentage points, from 27% to 21%)
A Renters (down 8 percentage points, find21% to 13%)

A Provincial New Zealandefdown 13 percentage points, from 30% to 17%)

Annual household income under $20,000 (down 14 percentage points, from 28% to 14%)

Those in theMedium knowledge grougdown 8 percentage points, from 20% to 12%).
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NZSuperannuatiorg age Zea
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were first asked: 3 (
And now thinking about New Zealand Superannuation, which is often called NZ Super, which is the pension thdina
g SNY YSy i LINBPOARSAEX nci
Q36) Atwhat age are people entitled to NZ Super? al
kno
wle

Age entitled to NZ Superannuation

Correct - 65 years 84

60 years | 5

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

Source: Q36 m 2013 2009 2005

Base All respondents
(n 2005=856, 2009=850, 2013=852)

As in previous years, the proportion of New Zealanders who know that 65 years is the age of eligibility for NZ
Super is high (87%). The current result is similar to that of 2009, siguaificantly from 2005 (up by four
percentage points from 83%).
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Demographic drivers Zea
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The increase in knowledge compared to 2005 has been driveighificantincreases in scoresmong the der
following groups:
g group a
A Females (up 8 percentage points, from 8198%66) fina
A 65 years or older (up 7 percentage points, from 91% to 98%) nci
A an2NRAR 06dzLd mn LISNOSyGF3asS LRAyGas FNRBRY T1mx: (G2 ym:o al
A Pacific Island peoples (up 43 percentage points from 47% to 90%) knlo
i wle
A Those with a secondary school qualificat{op 8 percentage points, from #6to 84%)
A Those with at least some tertiary education (up 4 percentage points, from 87% to 91%)
A Those who own their own home, either independently or with a partner (up 4 percentage points from
91% to 95%)
A Urban residents (up 6 percentage points, from 8b%87%)

Households with incomes between $50,000 and $100,000 (up 6 percentage points, from 86% to 92%)

The following chart shosresponses by age group. Unsurprisingly, correct knowledge rises as people start to
reach retirement age.

Age entitled to NZ Superannuation

100% - 96% 95% 100% —
90% - 85%
80%
80% -
70% 1 62%
60% -
50% -
40% -
30% -+
20%
10% -
0% ;k‘ﬁ ——— B

18-24 25-34 35-44 45-54 55-64 65-74 75+

—h—60 65 =70 Other ——Don't know

Source: Q36 and Q75
Base Varies by age group
1%of3sn1n &SFNJ 2f Ra& WRAR y2( dzyRSNEGFIYR (KS [jdzSaiArzyQ
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NZSuperannuatiorg amount Zea
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People were asked: der
Q37) Do you know which of these amounts is closest to the -tdteamount of NZ Super for a single person a ¢
living alone? fina
nci
People were prompted with possible amounts. The amounts shown in each year of the axeestailed in
the following table. al
kno
Table15: Amounts presented to respondents each year the survey was carried out wle
2005 2009 2013
Per year Per week Per year Per week Per year Per week
a) $7,800 $150 a) $7,800 $150 a) $7,800 $150
b) $13,000 $250 b) $15,500 $300 b) $18,200 $350
c) $18,200 $350 c) $20,200 $390 c) $20,800 $400
d) $23,400 $450 d) $23,400 $450 d) $28,080 $540

Amount closest to afteftax amount for NZ Super for single person living alone

2005 2013

2009

27%
52y Qi

18%

0,
24% 1Y 24 $7800

52y Qi

28%

lyze $7,800

$18,200

10%

$13,000
(Correct)

35%

$15,500
(Correct)
31%

$18,200
(Correct
43%4

Source: Q37
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

There has been a significant increase in the proportion of New Zealanders who know the amount of NZ Super
for a single person living alone. Over faiten (43%) New Zealandetan identify the correct amount, up

twelve percentage points from 2009. The proportion of New Zealanders identifying the correct answer is also
significantly higher than in 2005 (up eight percentage points from 35%).

Fewer people now select $7,800 as thmaunt of NZ Super than in 2009 (down four percentage points to
18%), part of a downward trend since the benchmark findings in 2005.
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The proportion of people choosing the incorrect amount of $20,800 is significantly lower than in 2005 (down Zea
three percentagepoints to 7%). The current result is consistent with that of 2009. lan
There has been a significant rise (compared to both 2005 and 2009) in the proportion of people incorrectly devr
identifying the amount of NZ Super as $28,080 per year, although this refoaires 5%. a ¢
fina
CSHSNI LIS2L)X S IABS I WR2Yy Qi 1y26Q NBaLRyasS y2¢ GKI yncii\y
Demographic drivers al
kno
The increase in knowledge of the amount of NZ Super compared to 2009 has been drbigmifipant wie

increases in scoreamong tte following groups:

A Males (up 18 percentage points, from 268#4%

A 2534 year olds (up 16 percentage points, from 25% to 41%)

3544 year olds (up 20 percentage points, from 24% to 44%)

55-64 year olds (up 17 percentage points, from 27% to 44%)

65 years oolder (up 14 percentage points, from 45% to 59%)

New Zealand Europeans (up 14 percentage points, from 32% to 46%)

Those with primary or basic secondary education (up 16 percentage points, from 30% to 46%)
Those with a secondary school qualificat{op 10 percentage points, from 30% to 40%)

Those with at least some tertiary education (up 10 percentage points, from 33% to 43%)

> > > > > > > >

Those who own their own home, either independently or with a partner (up 11 percentage points, from
33% to 44%)

Those who have thehome in a trust (up 25 percentage points, from 33% to 58%)
Those in paid employment (up 13 percentage points, from 29% to 42%)
Thosenot in paid employment (up 9 percentage points, from 35% to 44%)

Urban residents (up percentage points, from 32% to %)

Rural residents (up 22 percentage points, from 31% to 53%)

> > > > > >

Provincial New Zealanders (up 20 percentage points, from 26% to 46%)
A Households with incomes between $50,000 and $100,000 (up 16 percentage points, from 30% to 46%)

A Households with incomes abo$d00,000 (up 14 percentage points, from 28% to 42%)

Awareness of the correct amount of NZ Super has risen for all knowledge gwatipsignificant rises for the
Medium andHigh knowledge group Results for th®ledium knowledge groupave increased 16 percentage
points, from 27% to 43%. Tikgh knowledge groupas increased by 12 percentage points, from 40% to 52%.
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The following chart shows perceptions of the amount of NZ Super by age group. As with knowledge of the ageZ€a
of eligilility, awareness of the actual amount of NZ Super increases witlq adfe one exception. Those aged lan
45 to 54 years are significantly less likely than average to be able to identify the correct amount. der
a ¢
Amount closest to aftetax amount for NZ Super for single person living alone fina
nci
al
100% - kno
90% - wle
80% |
70% -
60% 57%
60% - 2
50% -
40% -
30% -
31%
20% 19%
17% !
10% | o 3 7650
0% i ‘ 4% 19— o 5%
18-24 25-34 35-44 45-54 55-64 65-74 75+
—4—$7,800 per year ~#—%$18,200 per year —#—$20,800 per year $28,080 per year —4—Don't know
Source: Q37 and Q75
Base Varies by age group
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Income testing and asset testing Zea
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People wereasked two additional questions to further test their understanding of New Zealand der
Superannuation eligibility criteria: 5

Q38) This next question is also about NZ Super. It is not about government pensions from other countries. fina

As far as you know, is NZ 8uajncome tested? nci

Q39) Is NZ Super asset tested? al
kno

The wording tdQ38 was changed in 2009 to stress the exclusion of overseas government pensions. wle

NZ Superannuation testing

Is NZ Super income tested? (Correct = No)

2013 28 48 22
2009 a4 4 27 !
2005 38 24 3

Is NZ Super asset tested? (Correct = No)

2013 51 26

2009 50 # 29 !

2005 45 25
0% 20% 40% 60% 80% 100%

mYes No Don't know m Don't understand

Source: Q38 and Q39
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawsvsin red denotestatistically significant
decreases since the previous wave.

Around half (48%) of New Zealanders know that NZ Super is not income tested, with the same (51%)
proportion being aware that NZ Super is not asset tested. These results are consistent wetbftB069.

Between 2005 and 2009 there were significant increases in knowledge about the absence of income or asset
testing. While the current results do not differ from those of 2009, they remain significantly higher than the
benchmark findings of 200%krfowledge is 10 percentage points higher for income testing and six percentage
points higher for asset testing).

Demographic drivers

The increase in awareness since 2005 that NZ Super is not income tested has been dsigsifidgnt
increases in scoresmong the following groups:

A Males (up 10 percentage points, from 37% to 47%)

A Females (up 11 percentage points, from 38% to 49%)




> > > >

>

> > >

> > > > > >

18-24 year olds (up 14 percentage points, from 12% to 26%)

25-34 year olds (up 21 percentage points, from 17% to 38%)

New Zealad Europeans (up 15 percentage points, from 42% to 57%)

an2NA 06dzLd my LISNOSyGF3aS LRAYGAS FNRBY HoO:
Pacific Island peoples (up 16 percentage points, from 9% to 25%)

Those with a secondary school qualificatiop 12 percentage points, from 37% to 49%)

Those with at least some tertiary education (up 16 percentage points, from 36% to 52%)

Those who own their own home, either independently or with a partner (up 10 percentage points, from

50% to 60%)

Renters (up 11 percentage points, from 16% to 27%)

Thosein paid employment (up 15 percentage points, from 33% to 48%)
Urban residents (up 11 percentage points, from 37% to 48%)

Rural residents (up 18 percentage points, from 35% to 53%)

Households with incomes between $50,000 and $100,000 (up 11 percentads, fmm 38% to 49%)

Households with incomes above $100,000 (up 23 percentage points, from 40% to 63%)

Awareness that NZ Super is not income tested has risen significantly for bathettiam andHigh knowledge
groups. TheMedium knowledge groupas seeran increase of 12 percentage points (from 33% to 45%); the
High knowledge groupas climbed 16 percentage points (from 55% to 71%).

The improvement in awareness since 2005 that NZ Super is not asset tested has been dsigaifibgnt
increases in scoemamong the following groups:

A

A
A
A
A
A
A
A
A
A
A

Understanding that NZ Supirnot asset tested has risen significantly for Medium knowledge groupup 11
percentage points from 39% to 50%.

Females (up 8 percentage points, from 43% to 51%)

25-34 year olds (up 20 percentage points, from 22% to 42%)

New Zealand Europeans (up 10 percentage points, from 51% to 61%)

an2NRX o0dzld my LISNOSYy (Gl 3S LRAYGaZ FTNBY HM:
Pacific Island peoples (up 22 percentage points, from 17% to 39%)

Those with at least some tertiary education (up 9 percentage points, from 45% to 54%)
Renters (up 11 percentage points, from 21% to 32%)

Those in paid employment (up 10 percentage pointsnfid2% to 52%)

Urban residents (up 6 percentage points, from 44% to 50%)

Rural residents (up 18 percentage points, from 44% to 62%)

Households with incomes between $50,000 and $100,000 (up 14 percentage points, from 44% to 58%)
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The following two charts show knowledge of income and asset testing for NZ Super by age. Knowledge of Nz Zea
lan

Super not being income or agdested increases with age.

Knowledge of NZ Super not being income tested by age

Source: Q38 and Q75
Base Varies by age group

100%
90% -
80% 73%
70% -
60% -
50% -
42%
40% |
31% > A
30% 7 33% SE‘N
5556 T 25%/n\‘/2‘g%
20% 26% o e 25% -
21%
10% - 9% 8%
Ty 5%
*M\t—cﬂr e — e A X
0% - T T T A5 A s
18-24 25-34 35-44 45-54 55-64 65-74 75+
—a&—Yes =#—=No == Don't understand Don't know

Knowledge of NZ Super not beiragset testedby age

Source: Q39 and Q75
Base Varies by age group

100% +
90% - 83%
80% -
70% -
60% -
50% -
49%
40%
30% M 34% 27%
.J\'% 5 27%
I7'\‘\
20%
10% - 12% S 1%
0% P = = - A% A%
18-24 25-34 35-44 45-54 55-64 65-74 75+
—&—Yes =#—=No =4 Don't understand Don't know
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understand that investments that offer a higher than average return are likely to come with a higher than

fina
average risk. The same proportion know thatiavestment that promises very high returns with little risk or .
that is purportedly only offered to a select group of people is likely to be a sBeing offered an investment el
where the minimum amount keeps reducing is a warning sign of a scam to theetecs of New Zealanders. al
kno
Trust in financial institutions continues to weaken, no doubt in light offélare of a number of New Zealand s

finance companieég While over three quarters of New Zealanders know that an investment from a well
known, repugble financial organisation is not likely to be a scam, this is a significantly lower proportion than in
2009. Results on this element of investment have been trending down singeah@Fdindings of 2005.

In 2012 the Commission released timwestor Hucation Framework and Action Plasutlining the principles of

investing they wanted to communicate to New Zealanders. This research tested the existing level of

spontaneous knowledge of investment considerations. While there are several positivgyfintia research

KFa |faz2 F2dzyR (KIFIG GKSNB A& O2y&aARSNIoftS 62N)] G2 o6S
understanding of what they should consider when thinking about making an investment.

As outlined above, New Zealanders already have a gadérstanding of risk and return. Sevenrten
spontaneously mention these as considerations when investing. Awareness of the importance of researching
potential investments and weighing up the pros and cons is mentioned by-thrssm New Zealanders,

providing a healthy base from which to build further knowledge. However, few New Zealanders
spontaneously mention understanding the importance of diversificatioidentifying what goals the

investment will help achieve as considerations. Building ames® of the importance of these considerations
should be priorities for communication with New Zealanders on investment matters.

19 After the failures, the accusatiofmtp://www.nzherald.co.nz/business/news/article.cfim?c_id=3&obijectid=10862967
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Factors to consider when investing Zea
lan
The following question was included in the 2013 survey to understand the factors pgmpiéaneously der
mention as considerations when thinking about investing. 3 (
Q40) John Brown has saved $10,000 and he wants to invest it to make it grow. Wigdittarethings he fina
should take into account when he is looking at investment offers? Nnci
Therespong categories were developed light of thelnvestor Education Framework and Action F28d2 al
developed bythe Commission and taskforce of private and public sector organisationbjch identifiesthe kno
investing principles investoshouldconsider wherplanning an investment. The following table shows the wle

things New Zealanders think John should consider when thinking about investing.

Table16: Important things to think about when investing

Main reasons given all correct 2?/:3
Sample size n= 852
Nett risk 71
Level of risk 44
The organisation offering the investment / whether it is credible 28
Whether secured or unsecured 22
Whether he is okay with (can tolerate) the investment value going up and down 10
His capacity Ability to take a risk 7
Whether capital guaranteed 5
More information e.g. the investment statement 3
Nett return 69
The interest rate 66
Investigate options/look around 10
Nett research 29
He needs to do his research/look into different options 17
He needs to think about the advantages and disadvantages of different types of investments 9
Nett liquidity 25
How quickly he can get his money back 20
Whether there is a minimum investment period 9
Nett cost 21
Fees 18
Whether there is a minimurinvestment amount 5
Nett diversification 9
52y Qi Ldzi Fft KA&a S$33a Ay 2yS ol aisSa k I¢ 6
Spread your investments around (across different types of assets) 5
Goals 8
What goals the investment will help him achieve 8
Nett other 47
How long he wants to invest for 25
When he will need his savings 6
Where or how he can get financial advice 5
Whether he needs income from the investment 3
52y Qi dzy RSNEGIFYR (KS [[dzSadAazy 1
52y Qi 1y26 7

Source: Q40
Base: All respatents
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As the tableabove illustrates, New Zealanders can identify a range of considerations for people considering Zea
investing, with risk (71%) and return (69%) at the top of the list. The Commission identified understanding risk |an

and return as a key principle for investomsdonsider, and it appears that New Zealanders are broabliyt der
not universally; aware of these considerations. Specifically, the Commission identified understanding your 3
tolerance for volatility as a key investment consideratioone-in-ten (10%) NewZealanders spontaneously B
mentioned this as an investment consideration, suggesting that as yet they do not fully understand the impact fina
this can/should have on investment decisions. nci
Threein-ten (29%) New Zealanders spontaneously mention doing your homeamatkeviewing your options al
as an investment consideration. While there is clearly room for improvement on awareness of this principle, kr:O
wie

there is already a solid base from which to build awareness.

However, there is a long way to go to raise awarenesh@frhportance of knowing what goals an investment
will help you achieve fewer than onein-ten (8%) people spontaneously identify this as a consideration,
suggesting that grounding investments in a specific aim is not something that this widely consigéteds
Zealanders.

Understanding diversification and asset allocation was also identified by the Commission as a key investment
factor. Just under on&-ten (9%) New Zealanders mentioned this as a consideration, indicating that presently
few people fuly appreciate the importance of portfolio diversification.




Risk

Knowledge of the risk and return associated with investments was tested via the following question:

Please tell me whether you think the following statements are true or false.

Q41) Aninvestment with a higher than average return is likely to have higher than average risk.

Statement about investment risk and return

An investment with a higher than average return is likely to have
a higher than average risk (Correct = True)

2013 90 5 4
2009 88 6 5
2005 87 6 6

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

m True False Don't know mDon't understand

Source: Q41
Base All respondents
(n 2005=856, 2009=850, 2013=852)

Nine-in-ten (90%) New Zealanders understand that investments with higher returns are likely to have a greater

degree of risk attached to them. This resultdmsistent with those of previous years.

Pagel00




Ne

W
Warning signs of scams Zea
lan
Understanding of the warning signs of a potential investment scam was tested through the following question: der
Q45) Which of the following aspects about an investment would make you thinktthaght be a scam? a ¢
fina
a) Promise of very high returns with little risk nei
b) Being told the offer is only being made to a select few people al
kno
c) Being offered by a well known reputable financial organisation s

d) The minimum amount they say you have to invest keeps reducing.

Aspects of investment that might make it a scam

Promise of very high returns with little risk (Correct = Scam)

2013 90 495 1
2009 88 7 51
2005 89 8 3
Offer only being made to a select few people (Correct = Scam)
2013 4 41
2009 5 31
2005 5 4
Offered by a well know, reputable financial organisation (Correct = Notra)sca
2013 7y 8 1
2009 0 81 ¥ 61
2005 87 4
Minimum amount to invest keeps reducing (Correct = Scam)
2013 12 14 1
2009 () 128 13 1
2005 18 13
0% 20% 40% 60% 80% 100%
Source: Q45 B Scam = Not a scam Don't know ®mDon't understand

Base All respondents
(n 2005=856, 2009=850, 2013=852)
LY wnnp FyR wnnd GKS NB&LRyaS OFGiS3I2NASa ¢6SNBE WeNHZS: CHfasSs 52yQi 1y26 FyR 52yQi dzyRSN

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

As in previous years, the vast majority understand that the promise of very étigins with little risk and
being told that an offer is only being made to a select group of people are warning signs that an investment
opportunity might be a scam (90% and 91% respectively correctly identify these as warning signs).

Nearly three quarter§73%) of New Zealanders know that if the minimum amount they are being asked to
invest keeps dropping then the offer might be a scam. This result is also consistent with previous findings.

Trust in financial organisations has weakened further in 20@Bile over three quarters (77%) of New
Zealanders know that an investment offer from a well known, reputable financial organisation is unlikely to be
a scam this result has been trending down (dropping four percentage points compared to 2009 and ten
percertage points compared to 2005).
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Demographic drivers Zea
lan
The decrease in understanding that if an investment is offeredwgleknown, reputable financial der
organisation it is unlikely to be a scdras been driven bgignificantfalls in scoreamong the folloving % ¢
groups: | a ¢
] fina
A 4554 year olds (down 10 percentage points, from 90% to 80%) nei
A Those with at least some tertiary education (down 7 percentage points, from 86% to 79%) al
A Those who own their own home, either independently or with a partner (down 6 percentage poarts, kno
83% to 77%) wle

A Those in paid employment (down 6 percentage points, from 86% to 80%)
A

Households with incomes between $50,000 and $100,000 (down 12 percentage points, from 89% to 77%)

A Households with incomes above $100,000 (down 9 percentage points Stéfrto 82%)

Those in theMledium knowledge groupre now significantly less likely to know that an investmfeoin a well
known, reputable firm is unlikely to be scapown 9 percentage points from 84% to 75%.
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New Zealanders have a good understanding of consumer rights and responsibilities. 3 (
There is near universal awareness thatiaternet bankingpassword should not be revealed to friends, and fina
the vast majority know not to tell their bank their password if thel¢ &w it. However, less than half NnCl
understand that they should not reveal their password to their spouse or partner. al
Almost all New Zealanders understand the importance of reading and understanding an Investment Statement kno
before making an investment. Amslarly high proportion is aware that they should check a finaradaisef2 a wle

qualifications and experience before handing over any money.

There has been a significant improvement in the proportion of New Zealanders who know that a financial
advisermust provide them with a disclosure statement, with over eigivten being aware of this now. Many
demographic groups have seen increases in knowledge in this area, includidgti@owledge group

Three quarters of New Zealanders understand that it is important to find out hoadgiseris being paid, a
significant increase compared to 2009. In contrast to the finding above, those Lrothienowledge group
have seen the greatest rise in knowledgehis regard.
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Internet bankingpassword Zea
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¢KS tS@St 27T dzy RS NE& tbhesivild/eder share thsitEnetbaidtnigmwoidivitnd vy 2 der
another person was tested with the following question: 3 (
Q46) Would it be alright to tell someone elgeurInternet bankingpassword in the followingituations? fina
nci
Alright to reveal internet banking password in these situations al
kno
Telling your spouse or partner so they can pay some bills wie
2013 45 {
2009 46
2005 47

Telling your friend who has internet access so they can pay your bills

2013 97 1
2009 96
2005 96 1
Telling the bank if they ask for it*
2013 86
2009 3 86
2005 81
0% 20% 40% 60% 80% 100%

Source: Q46 mYes Correct = No m Don't know

Base All respondents

(n 2005=856, 2009=850, 2013=852)

F 22NRAY3 OKFy3ISR AY HamoX LINB@A2dzate Al ¢ba WeSttAy3a | olyl &iGFF¥F YSYOSNIAT (KSe Fal

Note: Arrowsin green denote statistically significant increases since the previous Waweevsin red denote statistically significant
decreases since the previous wave.

While almost everyoné 172 0 ({1 y26a GKI G § K®det Gakkdgzssvgrdwith fiekds, NS i KS A N.

less than half this proportion (45%) knows not to share their password with their spouse or partner. These
results are consistent with those of previous years.

The majoriy (86%) of people know not to reveal their password to their bank. This result is identical to that of
2009, and maintains the significant improvement in knowledge of this aspect of banking security over 2005
findings.
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Financial advice Zea
lan
Knowledge of whapeople need to know when seeking financial advice was measured by the following der
guestion 5 ¢

Q47) 1 will read out a number of statements about getting financial advice and | would like you to tell me fina
whether you think the statement is true or falsegoK SGKSNJ @2dz R2y Qi (y26® nci

al
Statements about getting financial advice kno
It is important to find out how a financial adviser is being paid wle
2013 14 R 2
2009 134
2005 16 8

Before handing money to a financial adviser, a person should ask about their

qualifications and experience

2013 94 33
2009 93 3 4
2005 95 32

Before investing, it is important to read and understand the Investment
Satement that explains details about the investment

2013 98 3
2009 97 3t
2005 99

A financial adviser has to give you a disclosure statement (not asked in 2005)

L2 1491
2 18 1

2013
2009
2005

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

m Correct = True” False Don't know ® Don't understand

Source: Q47
Base All respondents , excluding pilot in 2005
(n 2005=817, 2009=850, 2013=852)

Note: Arrowsin green denote statistically significant increases since the previous Wawevsin red denote statistically significant
decreases since the previous wave.

Almost all (98%) New Zealanders know the importance ofinggaind understanding the Investment
Statement before making an investment. The vast majority (94%) also know that they should ask about
qualifications and experience before handing money to a finaaciailser These results are consistent with
findingsfrom previous years.

Over eightin-ten (84%) understand that a financial adviser has to provide them with a disclosure statement, a
significant improvement from 2009 (up five percentage points from 79%).

There has also been a significant improvement igNe2S | f  YRSNAQ dzy RSNRGFYRAYy3 27
out how a financial adviser is being pgithree quarters (76%) know this now, up five percentage points from
2009. This finding is consistent with results from 2005.
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been driven bysignificantincreases in scoremmong the following groups: a ¢

fina

A Females (up 10 percentage points, from 65% to 75%) )
Nncl
A Those aged 65 years ander (up 10 percentage points, from 70% to 80%) al

New Zealand Europeans (up 5 percentage points, from 74% to 79%) kno

> >

an2NRAR 0dzLd mo LISNOSyGlF3aS LRAydas FNBY py: G2 71 M2 Wwle

>

Those who own their own home, either independently or with a partner (up 6 percentage ploorts,
76% to 82%)

Thosenot in paid employment (up 12 percentage points, fro8%6to 78%)
Urban residents (up 7 percentage points, froma® 79%)

Annual household income under $20,000 (up 14 percentage points, from 61% to 75%)

> > > >

Those in the.ow knowledge ipup (up 15 percentage points, from 53% to 68%)

The increase in awareness that a finana@dWiserhas to give you a disclosure statemdrats been driven by
significantincreases in scoreamong the following groups:

25-34 year olds (up 12 percentage painfrom 74% to 86%)

Those with a secondary school qualification (up 12 percentage points, from 72% to 84%)

Urban residents (up 7 percentage points, from 79% to 86%)

A

A

A Those in paid employment (up 5 percentage points, from 81% to 86%)

A

A Households with incomedsetween $20,000 and $50,000 (up 8 percentage points from 81% to 89%)
A

Those in theHigh knowledge groufup 5 percentage points, from 83% to 88%).
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This section of the report contaimetailed results describingpme ofo S & %S | BplegfiRfifiaidEal an
behaviours. Nearly all of the behaviour questidgmshis sectionwere drawn from the New Zéand Financial
. . o . . de
Behaviour Index (NZFB# .small numbeof questions reportedn in this section are behavioally-based
guestions that were in th@revious2009and 2005Financial Knowledggurveys. NEA
fi
New Zealand Financial Behaviour Index na
nc

The NZFBI is a sixonthly survey carriedut online in May and November each ye@hesurveyis designed to
describe some of the key financial behaviours of New Zealanders, and to track changes in these behaviours at
regular intervalsThe benchmark survey for the NZFBI was carried out in November R0tk timethis

report was published, fouvaves of the NZFBI had been completed.

Due to the differing methodologieand sample sourcdsetween the NZFBI and the 2013 Financial Knowledge
and Behaviour survey, we do not provide results for the online survey in this report. For the mostpalts
differ only marginally between the two studies.

Direct Inks between financial knowledge afidancial behaviour

Akey aim of the Commission is to encourage New Zealanders to take action to become financially sorted.
Initiatives to do this include the provision of financial education and free, independent, and impartial
information and resourcestNew Zealanders, as well as PR initiatives and -maltlia campaigns designed to
encourage New Zealanders to take positive financial action

Including the NZFBI questions within the Financial Knowledge Survey provides us and other researchers with
the opportunity to explore the links between Financial Knowledge and Financial Behaviour. Understanding the
relationship between types of financial knowledge and types of financial behasioseful for the

Commission, as it can assist the Commission in taj&nowledge programmes to target specific financial
behaviours.

How we analysetbr directrelationshigs between knowledge and behaviour

This analysis was carried out in two stages:

Stage OnebData reduction
(defining types of financial knowledge)

The 203B Financial Knowledge and Behaviour survey coetimore than 80 questions desigd to measure
different facets of financial knowledg&sponsedo these questions aran some cases strongly cefated,
meaning that they mayneasue slightly differentasJS O a 2F GKS alyvYS wielLlS 2F 1y2sf

We used factor analysis to assist us in simplifying responses to these 80 questions down into eight more
meaningfuland manageabléactors. Factor analysis is a technique that searches for and identifies patterns in
responses to individual questioriResponses torgups of questionshat the data tells usre relatedare
consideredtobe dzi O2YSa 2F |y dzyRSNI&Ay3a WTl Oli2NDD

Each of the eight knowledge factors identifitarough factor analysis describedn thefollowing pags.
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A person whascores well on this factarancorrectlyinterpret a bank statement and make calculatiotus al
determine amounsg savedover timeframesand the lengtls of time it would taketo save specific amount# an
person high in ths factor also tends tanderstandcompounding interest d
e
Understands budgeting, saving, and planning NA
A person scoring high on this factor can define a budcgatistate why a budget is importanandhas an f
understandinghat anyone can benefit from a budggeéd person scoring high on this factor also understands na
financial plans and that plans need to be updated to fit changing life circumstancesal$bbgve a good nc

understanding of financial terms such as asset, savings, liability, capital gain, aredeaxdlreturn.

Understands New Zealand Superannuation

A person scoring high on this factor has a good understanding of New Zealand superannuation, &macthey
to understand the combined effects of interest and inflatidheyare typicallyable to calclate the equityin a
home andthey candefine net worth.

Understanding ohow to minimise costs and interest on debts

A person scoring higbn this factor understands how to manage their money to avoid costs and intéfest
example, hey know hat Internet bankings cheapethan dealing witha bank tellerandthey knowhow to
avoid interest when using eredit card They are also aware of theenefits of debtconsolidationthey are
awarethat fixed interest loans are a good idea when interesesadre increasing, arttiey are awarehat you
can minimise interesbn your home loan by increasing the amount of regular payments.

There is an association betwe#ris factorandii KS  FI OG 2 N& Wdzy RS Nhdérbtghdsa K2YS f 2|
budgeting, saving, ahplanningb Q

Knows how to avoid financial rigkd scams

A person scoring high on this factor understands their consumer rights and how to avoid financial risk. For
examplethey are aware that a financiabviserhas to give them a disclosure statemenf, R G KSe& 0Sf A S@S
important to read and understand an investment statement, to ask a finaadigkerabout their

qualificatiorsand experience, and to find out how a finan@adViseris being paid. Someone high on this

factor knows the signs of a soaand that an investment witthe promise ohigh return is likely to be high

risk.

Knows the financial factors that are important for saving and investing

A person scoring high on this factor can name many of the important faatpesson shouldhink about

when saving or investing. This includes consideratitthe costsfees, the importance of diversifying
investments and doing research to look into various options, considering the liquidity of an investment, and
consideration of the goals d@fivesting. When it comes to retirement saving, people who score high on this
factor know it is important to consider the probaiength of their retirement, sources of retirement income,
and what tkey can or need to do given their current financial sitioat

Understands home loans

A person scoring high on this factor has a good understeyaf home loans. For example, they understand
that there is no penalty or restriction on the amount that can be paid on a variatdeest home loan, they
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know they ca minimise interest by payinfprtnightly rather than monthly, and they understand that they are
not penalised for payments on a revolving credit loan.

Knows the importance of keeping passwords secure

A person scoring high on this factor understands tiatytshould never reveal thdinternet bankingpassword
to a spouse or partner, friend, or the bank.

Stage Two: Multiple logistic regression
(determining which type of knowledgdirectly predicts each type of behaviour)

Once we reduced the 80 knowledge questions dowth®eight more meaningful types of knowledge, we
carried out a series of regression analyses to determine which types of knowdedg#y predictkey
behavious. For the purposes of simplicity, each reggion analyis that revealed at least a moderatirect
positive association with behavioig displayed in a dgram like the one below. Gredines indicate a strong
relationship between a knowledge tgmnd the behaviour in question, dark brown linedicate a moderate
relationship, and light brown lines indicate a weak (but statistically significant) relationship.

Behaviour: Example behaviour

Knows how to avoid
financial risk and scams

Understands NBuUper |

Understanding how to
minimise costs and  p——)
interest on debts

Behaviour

Understands home loang= -

Results derived through multiple logistic regression analysis

Strong relationship
Moderate relationship
Weak relationship

Numeracy

Important note: For the purposesf this report we analysed only fdirect relationships between knowledge
types and each behaviour.i#t possible thaindirect or reciprocakelationships exist. An indirect effetgt more

complex where the relationship betweeknowledge types antiehaviouris mediated or moderated by other
variables, such as age, incoroe)ife stage A reciprocal reldonship is one where causality is presumed to

flow in both directionsThe full dataset will be made available to researchers interested in exploring the

relationship between knowledge and behaviour further.

Tablel7 on the following page summariséhe results of the regression analyses.
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