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Message from the Committee Chair

The Financial Consumer Agency of Canada (FCAC) has a mandate to promote the
protection of consumers by supervising federally regulated financial entities and by
collaborating with stakeholders to help strengthen the financial literacy of
Canadians. Research and the interpretation of data remain the primary ways to test
and evaluate the success of these endeavours, and recent research findings have
suggested promising results.

Canada is one of the most financially literate countries in the world, according to
both national and international measures. International surveys have shown that
both Canadian adults! and youth? have some of the highest levels of financial
literacy in the world. Our own national measures tell a similar story3, highlighting
the progress we have made in improving the financial knowledge, skills and
confidence of Canadians—but we must go further.

There is plenty of room for improvement. Even before the COVID-19 health crisis,
too few Canadians had a budget, debt levels were exceptionally high, and many were
not doing enough to secure their vision of a comfortable retirement. Although
developments in new financial services and products are promising to give
consumers more choices and opportunities, without proper guidance, this rapid
increase in marketplace complexity threatens to leave many Canadians behind.

The National Research Plan for Financial Literacy was born from the need to
leverage the power of research to help craft the future of discoveries, policies, and
best practices in the field of financial literacy and financial well-being for all
Canadians. It was designed to identify key questions, and uncover supporting
evidence, to help enhance the decision-making around the development of financial
literacy programs and services across Canada. It identified some of the emerging
opportunities and challenges that consumers face when dealing with their personal
finances and provided evidence which could be used to help improve policies and
programs aimed at promoting a more equitable financial marketplace.

The 2018 Progress Report: National Research Plan for Financial Literacy provided a
snapshot in time, highlighting the new ideas and research findings that were
generated as a result of the National Research Plan. Although research and the state
of knowledge have advanced enormously, many questions remain unanswered. In
order to build on this positive momentum, the Research Committee on Financial

1 International Network of Financial Education (INFE), a part of the Organization for Economic Development and Cooperation
(OECD), ranked Canada third in the world for financial literacy in their 2017 survey.

2 In the OECD’s Programme for International Student Assessment (2018) on financial literacy, Canada tied for second among
participating countries.

3 Canadian Financial Capability Survey (2014, 2019)
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Literacy was tasked with providing an updated environmental scan and gap analysis
on the current state of financial literacy research in Canada.

This Review of Financial Literacy Research in Canada: Environmental Scan
and Gap Analysis (“The Review”) continues to emphasize FCAC’s commitment to
financial literacy and financial well-being, as part of its raison d’étre and as a core
responsibility laid out in its Business Plan. It begins by highlighting the need for an
environmental scan and gap analysis, which is intended as a map to help guide
FCAC’s work as well as that of stakeholders across the country. It then provides a
snapshot of some of the current stakeholder work captured by the environmental
scan, and organized by the research priorities, which were identified in
collaboration with the Research Committee. Importantly, current and future
planned projects are also described, and are followed by the identification of some
existing gaps—all of which are intended to help guide the financial literacy
community into a productive future.

At a higher level, this Review is contributing to the FCAC Integrated Research Plan.
The main goal of the Plan is to provide even stronger support for evidence-based
and behaviourally informed policy development, programs, and interventions.
Together, these efforts will ultimately contribute to FCAC’s continued role as a
leader and innovator in financial consumer protection.

It is therefore with great pride that I present this Review of Financial Literacy
Research in Canada. This Review reflects the sustained collaborative efforts and
enthusiasm of FCAC and stakeholders to advance knowledge in the emerging
multidisciplinary field of financial literacy and financial well-being. The number of
researchers, policymakers, non-profits, and for-profit organizations that become
allies in the field year-over-year, is truly a testament to the success of the subject
matter.

[ want to thank all the members of the Research Committee for their past and future
efforts. Without their collaboration and leadership, the Review of Financial Literacy
Research in Canada would simply not exist.

Ruth Stephen
Director, Strategic Policy, Research & Experimentation
Financial Consumer Agency of Canada
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Introduction: The need for a review of financial literacy
research in Canada

Household debt is one of the Canadian economy’s largest financial vulnerabilities
(Bank of Canada, 2019). Household debt levels have reached historic highs, in part,
because it has become easier and more attractive to incur debt (Poloz, 2018). The
rapid increase of financial products and the availability of digital financial services
has greatly increased the complexity of the financial marketplace, and provided
consumers with more incentives and opportunities to build their debt.

Accumulating debt and challenges navigating the increasingly complex financial
marketplace have resulted in Canadians saving at record-low levels. This reduction
in savings can contribute to an increasing reliance on debt, which people in turn use
to fund their day-to-day purchases or non-routine expenses. Engaging in priority
planning behaviours, such as active saving and budgeting, can mitigate the risk of
falling into debt traps—but again, not enough Canadians are engaging in such
behaviours.

The Review of Financial Literacy Research in Canada highlights past and current
advancements in financial literacy research (produced by government and non-
governmental stakeholders) while identifying existing gaps within the financial
landscape. The overriding goal is to help strengthen the financial well-being of all
Canadians. The four research priorities—i.e.,, managing debt, navigating the
financial marketplace, building savings, and budgeting—are critical behaviours that
support this well-being. Improved financial literacy is critical but, like all behaviour,
individual choices and actions are context-dependent. As such, behavioural change
alone will not be enough to sustain change.

The context in which Canadians in different circumstances make financial decisions
is as important as the behaviours themselves. In this sense, context is represented
here as encompassing themes—i.e., mental and behavioural abilities, the social
determinants of well-being, financial technology, and research in practice—all of
which importantly influence, alter, and restrict individual choices. For example,
Canadians across the country relying on low or precarious income need financial
literacy skills relevant to their circumstance, and the financial industry and policy
landscape affect each of these people in very different ways.

Understanding this context better in the long-term is critical for promoting financial
well-being through financial literacy. Importantly, this improved understanding
comes both from the work of government entities, as well as independent
stakeholders, such as academics and non-profit organizations, who are all engaged
in research endeavours.



By shining a light on these research priorities and encompassing themes, the Review
aims to bolster solutions and serve as a guide to researchers, policymakers, and
practitioners whose ultimate goal is to help in assisting Canadians with making
personalized financial decisions to optimize their lives.

History and objectives of the Review of Financial Literacy Research
in Canada

This Review of Financial Literacy Research in Canada: Environmental Scan and Gap
Analysis builds upon prior work supporting and promoting financial literacy and
financial well-being. The National Research Plan for Financial Literacy played an
integral role in the successful implementation of the National Strategy for Financial
Literacy—Count Me In, Canada (FCAC, 2015b). The National Strategy was developed
to mobilize and engage public, private, and non-profit sectors to help strengthen the
financial literacy of Canadians. Its main goals were to help empower Canadians to
manage their money and debt wisely, plan and save for the future, and to help
prevent and protect against fraud and financial abuse. A renewal of the National
Strategy began in 2020 and is set for release in 2021.

To achieve these goals, the National Research Plan was designed to enhance the
efforts of the research community and other relevant stakeholders. It was also used
to promote the clear identification of what we know and do not know about
financial literacy in Canada. By describing key research findings and pointing to
research opportunities, it has acted as an evidence-based guide to inform and help
improve financial literacy programs and services, to guide policy, and to help
improve the financial well-being* of Canadians.

Financial literacy & financial well-being

Financial literacy and financial well-being is still a new field—underscored by the
creation of the International Network on Financial Education in 2008—but it is one
in which Canada has consistently played a leading role.

Definitions of financial literacy have typically been more narrowly defined around
knowledge and education. However, the FCAC Research Committee has emphasized

4 The 2018 National Research Symposium on Financial Literacy, was guided in part by the objectives
of the National Research Plan and the members of the Research Committee. The Symposium centred
on the theme Using Research to Improve the Financial Well-Being of Canadians—as detailed by the

Post-Symposium Report.
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a broader definition, which includes financial well-being#, and places greater value
on the importance of psychological factors and practical outcomes.

Financial literacy refers to a combination of financial awareness, knowledge, skills,
attitudes and behaviours necessary to make sound financial decisions and
ultimately achieve individual financial well-being. Financial well-being is the
extent to which you can comfortably meet all of your current financial commitments
and needs while also having the financial resilience to continue doing so in the
future (CFPB, 2015; Muir et al,, 2017; FCAC, 2019d). Financial literacy is not an end
goal but is rather a means to improve one’s financial well-being in a personally
meaningful way.

The National Research Plan allowed us to improve our base of evidence, particularly
tailored to a Canadian context, but also helped to emphasize the importance of
financial well-being. The emerging concept of financial well-being is one of the many
positive elements arising from new evidence. To summarize the progress in this
rapidly moving field, and to help disseminate lessons learned and guide future work,
a Progress Report on the Research Plan was published in 2018.

This Review of Financial Literacy Research in Canada aims to complement and
extend the work of the National Research Plan while considering new levels of
depth to better reflect the evolution of this new field. The Review is also meant to
contribute to FCAC’s Integrated Research Plan—the main goal of which is to provide
even stronger support for evidence-based and behaviourally informed policy
development, programs, and interventions which will ultimately contribute to
FCAC’s role as a leader and innovator in financial consumer protection.

This Review is not intended as an exhaustive review of the literature, but is rather a
snapshot used to capture the state of the field and provide an updated map for
moving forward. New evidence generated by this body of research created by
government, academic, non-profit, and other stakeholders will provide insights that
can help guide the ongoing work of public policymakers and assist practitioners in
maximizing the success of their clients. In turn, these practical advancements will
help inform future research.

The three main Objectives of the Review of Financial Literacy Research in
Canada are to:

1) Help advance financial literacy and financial well-being as a leading-edge
interdisciplinary field of research.
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2) Highlight and promote empirical evidence as a means to strengthening
Canadians’ financial literacy and financial well-being.

3) Inform, and be better informed by, the work of practitioners and
policymakers working towards strengthening Canadians’ financial literacy
and financial well-being.

This Review emphasizes FCAC’s commitment to financial literacy and financial well-
being, and the protection of consumers, as part of its raison d’étre and core
responsibilities laid out in the FCAC Business Plan. It is intended as a map to help
guide the many efforts of stakeholders across the country. It provides a snapshot of
some of this stakeholder work, organized by four research priorities and shaped by
recurring themes (outlined below). This high-level review of research findings is a
necessary step towards monitoring and evaluating trends that may impact financial
consumers. Laying out what we know also helps to identify potential gaps in our
knowledge, and is the foundation for efficient decision-making. In addition, there is
a final section that comments on the financial literacy and well-being of Canadians
in the context of the COVID-19 health crisis. This approach aims to contribute to,
and support, the ongoing stakeholder initiatives that help promote financial
consumer protection and strengthen the financial literacy of Canadians.
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Research priorities and themes
Research priorities

The research priorities were identified by the academic, non-profit, business, and
government communities as being fundamental to understanding and improving
financial literacy and financial well-being. Specifically, FCAC relied on research
publications, ongoing stakeholder discussions, and in-depth interviews with the
FCAC Research Committee Members. It was agreed that the priorities identified in
the National Research Plan remain the vital components underpinning financial
literacy research, education, policy, and practice.

The four main research priorities identified are:

1) Managing debt

2) Navigating the financial marketplace
3) Building savings

4) Budgeting

Managing debt involves the borrowing and repayment of money. Many consumers
are unaware of the long-term costs of mortgages, credit cards, and other loans, and
too few have a plan in place for paying them back.

Navigating the financial marketplace speaks to the growing complexity of the
financial marketplace and to the consumer’s ability to find the most suitable
financial products and services.

Building savings involves putting money aside for the future, with some of the
most common uses being to pay for emergency expenses, education, and retirement.

Budgeting is a fundamental component of financial planning and involves tracking
income vs. expenses. As Canadians incur debt, the financial marketplace becomes
more complex and harder to navigate, and with people saving less money overall,
budgeting can help consumers meet their personal needs today and into the future.

Themes

The research priorities each represent a complex set of behaviours which are
influenced by many factors at the individual and community levels. These factors
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vary considerably—from the local environment in which people live, to individual
personality traits, to the availability of different technologies, to name a few. Many
of these factors can be grouped into broader encompassing themes, which cut
across the research priorities, and represent pillars upon which future research will
be built. Together, the themes illustrate the many context-dependent ways that our
behaviours can be influenced, altered, and restricted—and these can be used, where
appropriate, to guide future research.

The four themes are:

1) Mental and behavioural abilities
2) Social determinants of financial well-being
3) Financial technology

4) Research in practice

Mental and behavioural abilities can influence and restrict the financial choices of
individuals and groups. Psychological traits such as personality (e.g., self-control)
and personal attitudes (e.g., views on savings) play a role in shaping our financial
behaviours. Cognitive abilities (e.g., memory, attention) have limits, and the amount
of financial information and the rate at which it arrives are frequently beyond these
limits. According to work across many fields, such as psychology and behavioural
economics, these cognitive capabilities are largely influenced by, and can change
according to, individual experience (e.g., biases), emotion (e.g., the role of stress),
and timing (e.g., life stages, or periods of scarcity where we have fewer resources).
There is also a well established decoupling between competence (e.g., financial
knowledge and skills) and confidence (e.g., subjective perceptions of knowledge),
which can result in large differences between our intended and real actions. A
consideration of this theme for each research priority can help to paint a clearer
picture of financial decision-making and behavioural choices at the level of the
individual.

Social determinants of financial well-being captures the many factors, at the
social, demographic, and environmental levels, that can have an impact on
individuals or groups of consumers. For instance, municipal, provincial, and federal
policies and programs can affect how people manage their finances, and can
influence their awareness and access to financial services and products. Where a
person physically lives can also have an impact on their financial choices. People in
less dense areas, such as those in small towns or on reserves away from major cities,
often have limited access to financial products, services, and information. Moreover,
group identification (e.g., based on culture, ethnicity, or gender) can also have a real

11



or perceived impact on financial beliefs and behaviours. Research that incorporates
this theme can help to clarify the kinds of financial phenomena seen at the group or
population level, and can assist in identifying vulnerable groups of people and
pathways of support.

Financial technology (or fintech) is playing an increasingly important role in our
lives. Advancements in financial technology have never been more rapid, but it is
currently unclear how these technologies are helping or hindering sound financial
decision-making. Moreover, these developments have implications for individuals,
financial service providers, and the industry as a whole. With the increased use of
online and smartphone banking tools, mobile payments, the rise of
cryptocurrencies, and a greater reliance on e-learning, a clearer understanding of
how these technologies impact consumer choices and behaviours is needed. For
example, although saving has become easier to do with electronic banking tools,
which can automatically move money from your chequing to savings accounts, it is
not yet clear if these tools are actually helping consumers. Also, companies other
than banks and credit unions that offer financial services—so-called third-party
companies—are increasingly creating products and services for financial
consumers, such as mobile payment or budgeting apps. However, these services are
often outside of typical regulatory boundaries and, because of this, there is a greater
risk of confusing consumers who might be unsure of the security risks and their
privacy rights. From this perspective, there is plenty of room for new research on
consumer financial protection as well as the development of technologies to
contribute to improvements in financial education. More research within each
research priority can assist in outlining the current role that fintech is playing and
help to anticipate its future impact.

Research in practice underscores the importance of helping practitioners and
policymakers to find effective ways to leverage financial literacy and financial well-
being research to best serve Canadians. Moreover, this theme also includes and
promotes the use of community-driven approaches—whereby community members
are encouraged to actively participate, and even lead, research endeavours. The
characteristics of end users and different groups of consumers (e.g., those who live
in rural or urban areas, minorities, youth or older adults) vary greatly. With this in
mind, gathering evidence about, and incorporating, the needs of different
consumers will help to increasingly tailor products, services, and educational and
navigational strategies aimed at improving financial outcomes for Canadians. An
example of such work includes the use of “just-in-time” interventions, which target
selected consumers with well-timed information (e.g., parents with newly eligible
children for an educational savings program). A consideration of this theme within
each research priority could assist in translating context-dependent information
into practice (i.e., identifying “when”, “how”, “for whom”, and “by what means”
interventions or policies are most useful).

12



Individual &
Group Level

Individual
Level

Individual &
Group Level

Figure: An illustration of the relationship between the research priorities and themes, and

how these contribute to improved financial well-being. Note that these are not exhaustive,
and future research may add to, or change, these priorities and themes.
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Research priorities: Past and future research

As described above, this Review of Financial Literacy Research in Canada focuses on
four research priorities for financial literacy and financial well-being: Managing
debt, navigating the financial marketplace, building savings, and budgeting.

The following sections outline what we currently know about each research priority
from a Canadian context and discusses future opportunities, directions, and gaps.
The research findings and future directions described in these sections emerge from
both FCAC- and stakeholder-led initiatives and are, in many cases, collaborative
efforts®.

The four themes noted above have been used to identify some existing gaps, and
each section ends with a brief discussion of this assessment and a key points
summary. This Review is not intended as an exhaustive analysis of all research, but
is rather intended to help identify and promote key areas of interest, existing gaps,
and some priority questions with particular relevance to Canadians.

Managing debt

Canadians have one of the highest debt levels in the world, owing nearly $1.74 for
every dollar of income (Statistics Canada, Q1 2020a), and most (70.4%) carry some
form of debt (Statistics Canada, 2016). People can take on debt in many ways,
including mortgages, lines of credit, credit cards, car loans, student loans, personal
loans, and payday loans, to name a few. Most Canadians could benefit from better
knowledge, skills, and confidence to help them manage their debt. While certain
forms of debt can be used to acquire skills and assets (e.g., education, houses),
others can prey on psychological biases and encourage people to fall into debt traps
(e.g., with the use of revolving credit). Research that uncovers the factors and
challenges associated with efficient debt management, as well as ways to improve
debt management behaviour, continues to be a priority to both FCAC and the
broader financial literacy community.

Managing debt: Starting points for future research

The

and now the
have been essential in detailing the landscape of Canadian debt, and FCAC has led a
lot of this work. For example, FCAC reports identified that most debt is held by

5 Although the in-text citations typically identify the research leader (e.g., FCAC or stakeholder),
efforts have been made within the body of the text to clarify collaborations and remove ambiguities.
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people with higher incomes and those under 45 years of age (~60%). We are also
seeing exceptionally low levels of personal savings, poor retirement preparedness,
and an increased regular use of high-interest credit. For example, 1-in-3 people
occasionally relying on credit for day-to-day expenses when they are short on funds
(FCAC, 2015a,2017b, 2018, 2019e).

Prior research has helped to clarify the opportunities and challenges people face
when trying to manage debt or remain debt free. Some of this work has focused on
the users of financial products, like Home Equity Lines of Credit (HELOCs) and
payday loans or has looked at strategies that people use to repay their debts. Other
lines of research have focused more on the demographic aspects of debt, such as age
differences in debt, caregiver expenses, and the concept of debt-related stress.
Together, these studies have helped uncover the socioeconomic, demographic, and
psychological underpinnings of debt.

Research has found that many Canadians have a poor understanding of how Home
Equity Lines of Credit work (FCAC, 2019a). This is particularly troubling because
HELOCs are the second largest contributor to household debt behind mortgages®.
This lack of understanding is likely driving some to make inadequate financial
decisions—such as making default interest-only payments and taking on more debt
than is easily manageable. For instance, although 1 in 4 Canadians with HELOCs
reported making interest-only payments, more than half of those expected to
completely repay their credit within five years (FCAC, 2019a).

Many consumers are also uninformed about payday loans. An FCAC-led survey of
1,500 payday loan users revealed that most people did not understand how
expensive such loans were, and that 45% used them for unexpected costs (e.g., car
repairs) and 41% for regular expected costs (e.g., living expenses) (FCAC, 2016b).
Perhaps the least intuitive finding in this report was that 20% of borrowers had
household incomes exceeding $80,000. This is in line with another study showing
that those with low levels of financial knowledge, and expectations of improved
financial conditions in the future, were more likely to use payday loans despite the
high interest rates (Islam & Simpson, 2017). Detailed information on the payday
lending sector in Canada has been integrated in a book edited by Drs. Jerry
Buckland, Christopher Robinson, and Brenda Spotton Visano (2018). The authors
painted a complex picture of the payday loan system and its users, from both a
Canadian and US perspective, and ultimately point out that more research is needed
to determine who might be best helped or harmed by such products.

Work by Dr. Keri Kettle, at the University of Manitoba, and colleagues has looked at
loan repayment strategies used by US consumers. To achieve this goal, they
combined the benefits of doing retrospective analyses on a large dataset (i.e., more

6 This debt has grown faster than all combined non-mortgage loans (CMHC, 2019).
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power), with the benefits of conducting a series of smaller behavioural studies (i.e.,
more control) (Kettle et al., 2016). Their findings revealed that consumers with
multiple debt accounts are more motivated, and successful, in repaying their loans
when they use a concentrated strategy (i.e., focus on reducing debt in one account),
when compared to more dispersed strategies (i.e., spreading their available funds
across multiple debts). Interestingly, these effects are greatest when the repayments
are concentrated on the lowest debt accounts. It will be important in future to see
how such findings translate to a Canadian context.

Other debt-payment research looked at the behaviour of organizations that failed to
file their annual returns for a payroll tax in Ontario (House et al., 2018). Using a
strategy that has been found to work at the level of the individual, the researchers
used behavioural insights—carefully worded late notices with step-by-step
instructions for payment, in a large-scale and multi-wave experiment—to nudge
organizations to pay their taxes sooner. The authors concluded that detailed
planning behaviour could help groups (and not just individuals, as previous
research has shown) overcome the procrastination associated with paying down
their tax debts.

Canada’s universal health-care system covers many medically related costs,
however, as Dr. Karen Duncan and colleagues discovered there is an existing burden
for caregivers. Nearly half of all Canadians will become caregivers in their lifetime,
and the research team found that more than a third of people over 45 years of age
has incurred out-of-pocket caregiving expenses (Duncan et al., 2016). While the data
did not allow for a detailing of financial profiles specifically, and thus of personal
debt, it did suggest that this group of caregivers is particularly vulnerable to
increased financial burden and health-related stressors that are worth exploring
further in future research.

Stress is a topic that crosses all areas of debt, as finances are known to be the single
greatest stressor for Canadians (Financial Planning Standards Council, 2018). The
Canadian Payroll Association’s Annual Survey revealed that 40% of workers feel
stressed by debt (CPA, 2018). This result was extended by Dr. Hayley Hamilton and
colleagues (2019), who showed that debt stress was associated with poor health
(mental and physical). They also showed that those from low-income households
were more likely to experience higher levels of debt stress, and that women and
those who are separated or divorced were disproportionately affected. Financial
stress has also been associated with self-reported financial well-being and life
satisfaction (Brzozowski & Spotton Visano, 2019). In a similar vein, Dr. Lisa
Fiksenbaum and colleagues showed that their measure of financial threat—defined
as the fearful-anxious uncertainty about one’s financial situation—was also
associated with increased debt levels and economic hardship, as well as a
willingness to change one’s financial behaviours (Fiksenbaum et al., 2017).
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Age-related differences have also been increasingly explored. For instance,
households with parents that co-reside with their adult children have been on the
rise for decades, and one study showed that such households are more likely to have
fewer assets and nearly twice as much debt as households without adult children
present (Maroto, 2019). A study on Canadian millennials (born from 1980 to 2000)
found that they have similar financial knowledge and financial well-being when
compared to the previous generation (so-called gen-Xers) (Robson & Loucks, 2018),
but are more likely to carry student loans and credit card debts and have little or no
retirement savings. Complementary findings from a US study showed that
millennials using mobile payments (i.e., from computers or smartphones) are more
likely to overdraw on their financial accounts, pay credit card fees, and withdraw
from retirement savings early, compared to non-mobile-using millennials (Lusardi
et al.,, 2018). These results present a unique opportunity to validate such findings in
the Canadian context.

A small qualitative study comparing millennials with unmanageable student debt
from Montreal and Santiago, Chile, suggested that Canadians are more likely to
consider indebtedness to be a personal responsibility, whereas Chileans believed
that families and states held more responsibility (Pérez-Roa, 2019). At least one
study has emphasized the importance of considering this group in relation to all
other age groups (Ben-Ishai & Stanley, 2017)—to help to avoid the propagation of
misleading myths, such as those of the lazy or “doomed” millennial generation—as
many age groups have similar financial issues (e.g., increased debt). In fact,

Drs. Nicolas Bédard and Pierre-Carl Michaud (2018) highlighted the concern that
debt—particularly mortgage debt—is also increasing amongst a subset of
households who are approaching retirement. The authors suggest that growing debt
at this life stage can be particularly dangerous for many, as a change in borrowing
costs or house values could decrease their standard of living in retirement.

Managing debt: Future directions

The following planned, or in-process, research initiatives are being undertaken to
fill existing gaps in our current understanding of personal debt management in
Canada:

¢ Dr.Karen Duncan at the University of Manitoba has begun a project
entitled Financial Decision-Making: The Influence of Financial Knowledge,
Stress and Help Seeking Activities. She and her colleagues will use data from
the 2014 CFCS to improve our understanding of how Canadians handle
personal debt. For example, the team will use data from the CFCS to identify
the characteristics of consumers who carry an unpaid balance on their credit
cards and to get a sense of how different groups of people handle unexpected
expenses. This project will also link debt management behaviours to other
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topics, such as budgeting and saving behaviours, with an eye towards
improving and tailoring future debt management interventions. Relatedly,
the 2019 CFCS will help to track the ongoing progress and challenges
associated with financial literacy and financial well-being more broadly, and
financial behaviours, such as debt management, saving, and budgeting
behaviours, more specifically.

Prosper Canada, through a literature review and key informant interviews,
will describe the consumer debt landscape, particularly how it affects those
living on low and moderate incomes. This work aims to identify critical gaps
in existing research about the conditions under which consumer debt
becomes a source of financial insecurity and who faces the greatest risks. The
project will also identify policies and regulations that particularly exacerbate
or help mitigate consumer debt for low to moderate-income earners.

Dr. Jodi Letkiewicz and colleagues have begun a series of projects to
explore the debt management space in more detail. For instance, her team
has collaborated with Credit Counselling Canada to explore debt relief
options in Canada, with a particular focus on those with lower incomes. They
will also use focus groups to look more deeply into issues related to debt for
students and other young Canadians, and have also prepared the
groundwork for interviewing financial planners across Canada to better
appreciate their perspectives and the challenges they face with clients in the
current environment.

The Association of Community Organizations for Reform Now Canada
(ACORN) will examine the experience of lower-income consumers in the
online high-cost credit market. ACORN will study the online lending options
that exist for lower-income consumers. The goal is to determine to what
extent and for what reasons these products are used, as well as how these
options compare to financing offered by mainstream financial institutions.

Drs. Matthew Brzozowski and Brenda Spotton Visano are exploring the
link between subjective and objective measures of financial stress. One
currently unanswered question is whether people facing similar financial
difficulties also share similar levels of self-reported financial stress. This is an
extension of their work noted above.

Members of the York University faculty, staff, and student community

(including Dr. Spotton Visano) are also combining efforts to develop a suite
of financial literacy resources for students. These include interactive
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workshops on financing pathways to post-secondary education for high
school students (including Francophone and Francophile students), and a
series of podcasts about Ontario student debt repayment and rehabilitation
processes.

¢ Drs. Lisa Fiksenbaum, Esther Greenglass, and Zdravko Marjanovic—
from York University and Concordia University of Edmonton—are
continuing their work on financial threat, in the context of financial and debt
management. In particular, they will be exploring the relationships between
financial threat, financial management, and other psychological variables
related to perceived sense of control and personality.

Managing debt: Existing gaps

When considering the four themes noted above, it becomes apparent that much of
our current understanding is focused at the level of individual behaviour. Although
some recent projects have leaned more towards debt management from a social or
practical perspective, we still know relatively little about the social determinants of
financial well-being and how financial technology is influencing Canadians’ ability to
manage their money.

The CFCS has been fundamental in providing a portrait of Canadians’ knowledge,
abilities and behaviours concerning personal financial management. Now that three
waves of data have been collected (i.e., from 2009, 2014, and 2019), it will be
important to understand what kinds changes have occurred over time. For instance,
it will now be possible to compare some behavioural changes made by financial
consumers across each research priority, and also get a sense of group differences
that might exist (e.g., how have debt levels for low-income Canadians changed over
ten years?)

Further, the financial literacy and behaviours of Canadian youth are an emerging
topic of interest, given the timing and rate at which they can take on debt over the
subsequent few years of their lives (e.g., credit cards, student or car loans).
International and national surveys have identified Canadian youth as having a
strong baseline level of financial literacy. The

ranked Canadian 15-year-olds as
second overall globally on financial literacy and suggested that young people who
have handled their own money, and who talk regularly about money at home, are
more financially literate (OECD, 2017; 2020). Although there is a baseline for
financial literacy of Canadian youth, not much is known about risk factors, group
differences, and the effectiveness of teaching programs (or of the financial literacy,
competence, and confidence of the teachers themselves). Beyond this international
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perspective, very little is known about how the financial literacy of Canadian youth
predicts their future financial decision-making and financial well-being.

We have gained some information tailored to certain age groups (e.g., youth,
millennials, older adults) and financial products (e.g., HELOCs, payday loans), and
have learned that debt-related stress can have negative effects on Canadians across
socioeconomic levels. However, a number of outstanding questions remain. For
instance, it is not clear to what extent people are knowledgeable about their debt,
nor is it clear whether they have a plan in place to manage their debt (or precisely
what kinds of strategies different groups of consumers might use). A gap exists in
our understanding of the differences in the types of debt vehicles used, access to
debt, and debt repayment strategies among men and women. Financial education
interventions could also benefit from further clarity in these areas in order to better
inform and tailor programming. Moreover, although mental health and financial
health seem related, the relationship between mental (e.g., stress or the perception
of being in control) and financial well-being is not clear.

Managing debt: Key points summary

e (Canadians carry a high amount of debt in many forms.

e Poor retirement planning, increased use of credit for day-to-day purchases coupled
with a lack of understanding of different types of debt vehicles, and less savings are
all contributors to lower financial well-being and higher stress.

e The use of clear, active, debt management strategies may help improve financial
well-being.

e Researchers are currently looking to better understand the connections between
debt management and related behaviours (e.g., savings, budgeting) and
psychological factors (e.g., stress) from multiple perspectives (e.g., consumers,
financial planners).

e Future research is needed to uncover longitudinal changes in financial literacy and
financial well-being. How the financial literacy of youth predicts their financial
futures, and how societal and marketplace-level factors may act as barriers to
financial well-being, should also be explored in greater detail.
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Navigating the financial marketplace

Research in this section explores how consumers currently navigate the
increasingly complex financial marketplace, the kinds of barriers to smooth
navigation and engagement, and some of the features that might help to make it
easier and more inclusive in the future. This research priority is broadest by nature,
in that it can also include details on factors, behaviours, or tools that overlap with
the other research priorities. Here, however, we have attempted to include research
progress that is not specific to one of those other areas (i.e., debt, saving, and
budgeting), but rather considers the kinds of knowledge or innovative ways of
thinking that could help improve a consumer’s ability to navigate the financial
marketplace more generally.

Navigating the financial marketplace: Starting points for future research

The financial marketplace is perhaps too complex to identify only a handful of areas
about which to learn and offer improvements. The nature of this research priority
has prompted researchers to ask questions related to how people navigate and
engage with the financial marketplace using a multi-lensed approach. Therefore,
research within this priority has more often touched upon the four themes noted
above—from exploring the marketplace complexity itself, to learning about the
paths and barriers affecting people’s ability to engage with (e.g., socioeconomic
factors, financial education and confidence) or navigate (e.g., using technological
tools or other sources of financial advice) the system.

The complexity of the financial marketplace is increasing rapidly. Canada has one of
the fastest growing financial sectors in the world, and access to services has become
easier as more people are using online or mobile financial services and products and
three quarters own a smartphone (Canadian Bankers Association, 2018;
Competition Bureau Canada, 2018; Edenhoffer, 2018). The use of cash for payments
has been declining for decades, as our reliance on financial technologies, such as
mobile payments, and other advances in the field are becoming greater (Engert et
al,, 2018). Their continued increase will likely be fuelled by financial technology
communities, such as those found in the Toronto-Kitchener-Waterloo corridor,
which contains the second-highest density of tech start-ups globally (Reynolds,
2019). Although the growth of the fintech community is rapid, many fintech
companies have expressed ongoing challenges related to accessing expertise and
mentorship, navigating and establishing partnerships with financial institutions, and
building trust with consumers (Innovate Financial Health, 2020). These marketplace
changes will require an equal expansion of regulatory changes and research efforts
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to match the pace of growth (Competition Bureau Canada, 2018)—especially
regarding our understanding of how people interact with financial technologies.

FCAC released the Financial Well-Being in Canada: Survey Results paper which
demonstrated that an individual’s financial well-being (see Appendix III for
definition) is more strongly tied to behaviour than income (FCAC, 2018; 2019d).
Specifically, the data based on a survey of over 1900 Canadians revealed that the
key components to improving financial well-being were active saving behaviour,
low levels of borrowing (particularly for day-to-day expenses), and financial
confidence—including the feeling of being in control. The take-home message from
this work was that, for many consumers, improvements in financial well-being could
arise from changes in financial behaviours (e.g., budgeting, active saving, reduced
borrowing) and improved financial confidence over increases in income alone.
These findings provide insights that may benefit practitioners and other financial
literacy stakeholders when it comes to designing and delivering future
interventions.

Vulnerable members of society are the ones most likely to be neglected in, or
excluded from, the financial marketplace (see below for Case Study I: Precarious
Employment and Vulnerable Finances). Research findings to date have identified
low-income earners, women, Indigenous Peoples, newcomers, and those with low
educational levels as particularly vulnerable members of society. For instance,

Dr. Jerry Buckland and colleagues have done considerable work investigating the
effects of payday lending (Buckland et al., 2018b), how finance schemes positively
and negatively affect vulnerable people globally (Buckland, 2018), and the issue of
financial exclusion in Indigenous Peoples (Buckland et al,, 2016). The latter study
used qualitative methods to reveal some of the finer-grained issues that kept people
from engaging with financial institutions, such as low accessibility, poor treatment
by non-Indigenous employees, and a collectivist tradition that shies away from
personal money management. An open-access text on personal finance by First
Nations University of Canada Professor, Dr. Bettina Schneider, entitled Financial
Empowerment (2018), also provides a practical approach to improving the financial
knowledge and skills of Canadians—invaluably using both Indigenous and non-
Indigenous perspectives. With regard to the question of a potential gender gap in
financial literacy, Robson and Peetz (2020) suggest that individual personality plays
a greater role in financial knowledge, choosing financial products, and staying
informed, when compared to gender alone, while Fonseca and Lord (2019) suggest
that financial confidence is a major explanatory factor.
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Case Study |: Precarious Employment and Vulnerable Finances

by Jerry Buckland, PhD

Note that the stories below come from participants of the Canadian Financial Diaries research project and their names
and other identifying information have been changed in order to protect their anonymity.

To date, the five-year Canadian Financial Diaries research project has worked with 29 low and modest-
middle income Canadians. In this Project, participants track and share their finances with staff, and
discuss their financial experiences and challenges. The quantitative and qualitative data are now being
analyzed and some preliminary issues stand out. For example, some participants told stories of precarious
jobs and vulnerable finances. Two such stories came from Trudy and Samantha, who are single, middle-
aged, women with part-time jobs and annual incomes around $10,000. Neither have mobile phones or
internet access at home.

Trudy has relied on social assistance, and has struggled with mental health issues in the past. Her health is
well now, and she is casually employed and follows a very tight budget. She resists returning to social
assistance because she found it full of rules that reduced her quality of life, though she does receive some
assistance for her rent. Until recently, she had two part-time jobs at 15 to 25 hours per week. One
employer recently shut down, cutting her income in half. She is trying to get another job but has
challenges using internet-based job boards. A community centre offers some supports but finding an
appointment has been difficult. In order to get by, she has relied on her father to help out with her rent,
which involves a monthly phone call as he lives out of town. The support was in question when, suddenly,
her dad went into the hospital and she was unable to contact him. She considers this money a loan and
plans to pay it back but right now she has no way to do that. Her finances are “on the edge,” and an
unexpected bill, cancelled rent assistance, or loss of support from her dad would put her in a real bind. A
root cause of her vulnerable finances is her precarious employment. If she had a full-time job—or even
support to look for a job—her finances, and her confidence, would likely improve.

Samantha faces a similar kind of precariousness. She juggles casual jobs including working at a corner
store and in a local non-profit organization. Her work at the corner store is very informal in that she is not
paid an hourly wage but her pay is subject to the discretion of the manager and comes in the form of cash
and trips to the grocery store at which time he buys groceries for her. She feels uncomfortable asking for
money and the relationship places her in a very awkward position. Until recently it was her only job,
making her feel unable to negotiate a better arrangement. Recently she got a part-time position with a
non-profit organization and this has given her a second source of income plus new confidence. Her
income is still very modest but has the potential, now that she has completed the probation period, to
offer her more stability in the future. With this change, she may be in a position to renegotiate the
arrangement at the corner store.

Both Trudy and Samantha have very precarious jobs and vulnerable finances. Trudy’s work situation has
declined somewhat but her dad has been able, so far, to help her out. Samantha’s work situation has
improved somewhat and could continue in that direction. Both Trudy and Samantha could benefit from
training about, and access to, internet job search programs. For that to happen, they would need to
access the right tools, and have the confidence and motivation to learn these new skills.
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Regardless of specific demographic characteristics, financial confidence and making
use of financial advice appear tied to increased engagement and navigation, as
demonstrated through improved retirement planning and living standards (FCAC,
2017b). The first Canadian study to link financial confidence and seeking help with
financial planning was from Dr. Letkiewicz and colleagues at York University
(Letkiewicz et al., 2016). They showed that people who use professional financial
planners tend to have higher incomes, more financial confidence, and less finance-
related stress. A longitudinal analysis showed that people with high financial
confidence are more likely to seek financial planning advice in future, but that,
interestingly, higher self-reported levels of stress did not lead to professional help-
seeking behaviour. These findings are also in line with an FCAC-sponsored report
from the Social Research and Demonstration Corporation (SRDC), showing that
financial confidence is a strong predictor of effective money management
behaviours (SRDC, 2016b).

Work in older adults reveals a similar story, as financial confidence is the strongest
indicator of financially desirable behaviours (such as saving enough money for
retirement) and improved long-term financial well-being (SRDC, 2016a; FCAC,
2017b). However, older adults also seem to be unique in their engagement with
financial services and institutions. For instance, an FCAC survey showed that most
older adults regularly bank in person and at least one third never bank online
(FCAC, 2019b). Also, research looking at older adults’ knowledge and navigation of
long-term care insurance products showed that there is very low awareness,
knowledge, and understanding of the potential benefits of such products for some
consumers (Boyer et al,, 2020). These results further emphasize the need to better
understand group differences such that future products and services may be
tailored to meet the needs of different financial consumers.

The use of behavioural insights and an understanding of natural biases continue to
be powerful tools for optimizing financial decision-making and helping Canadians
engage with, and more easily navigate, the marketplace. Dr. Dilip Soman and his
Behavioural Economics in Action at Rotman team continue to be world leaders in
this regard. They have provided a number of influential documents and tools,
including a how-to manual for organizations who wish to employ behavioural
insights techniques (Feng et al., 2018) and the Financial Literacy in a Box (FLIB) tool
(Luo etal,, 2016) aimed at improving people’s understanding and behaviours
related to select financial topics (e.g., compound interest, education savings). They
have also made a clear case for directing more research resources towards
understanding financial behaviour online (An et al., 2016) and have shown how
behavioural insights can have an impact on specific financial topics, such as applying
for life insurance (Poon et al., 2017) or using financial literacy to encourage
responsible gambling habits (Hurla et al., 2017).
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Finally, the research-to-practice gap has been particularly challenging. Programs
designed to improve financial education or provide effective financial counselling
are typically based on findings from research studies but are themselves often
untested. This disconnect can lead to practitioners not knowing the effectiveness of
their programs but can also make it difficult for potential funders or policymakers to
clearly differentiate the value of one program from another. With this in mind,
Prosper Canada and partners (2016) created the Financial Literacy Outcome
Evaluation Tool in 2016 to help practitioners better assess the effectiveness of their
programs using a tailored approach. Another promising research-in-practice
initiative arose in the First Nations Financial Wellness Project (Prosper Canada,
2018)—a joint program of the Aboriginal Financial Officers Association of Canada
(AFOA), Prosper Canada, and First Nation partners—which developed evidence-
based literacy, coaching, and training programs aimed at improving the financial
well-being of Indigenous Peoples in Ontario. The more common incorporation of
such community-driven methodologies, here and within all research priorities, may
help to improve the effectiveness and impact of the research itself and the solutions
it offers.

Taken together, research that helps to clarify the characteristics and challenges
associated with easy, accessible, targeted, and timely navigation continues to be a
priority.

Navigating the marketplace: Future directions

There are many issues which continue to be of great interest in this area, including:
developing a clearer picture about the role of financial confidence and financial
well-being, considering how to best use findings from behavioural science,
understanding the barriers faced by vulnerable populations and how to empower
these groups, and determining how to translate research into practice. The
following planned, or in-process, research initiatives are being undertaken to
advance our current understanding of how people navigate and engage with the
complex financial marketplace in Canada:

e The Behavioural Economics in Action at Rotman team are continuing to
explore how behavioural insights can inform finance-related practices and
policies. In particular, they are currently investigating the known gap
between financial planning intentions and actions. As discussed above, high
levels of financial literacy do not often translate to optimal decision-making,
or to seeking out financial advice when needed. We also know that
overestimating one’s knowledge can lead to risky behaviour and economic
vulnerability—and that older adults are particularly at risk (Khan et al.,
2017). Still, the socioeconomic and psychological characteristics of people
who do act on financial knowledge or intentions are not currently clear.
Moreover, in a related project, Dr. Soman and colleagues aim to explore the
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psychology of risk, as there is evidence that most people do not seem to
assess risk using a probabilistic framework, but are instead more inclined to
use rules-of-thumb or heuristics. A more nuanced understanding of risk will
allow the team to develop better instruments for measuring risk tolerance
and thereby help people make better financial decisions. Finally, the team
has also compiled a report on “sludge”—frictions in the environment that
prevent people from acting on their financial knowledge. These might
include cumbersome processes, confusing communications or the potential
for negative emotions.

Dr. Andrea Hasler and colleagues have a number of projects looking at
some of the navigational behaviours and challenges faced by specific groups,
such as teachers, women, and millennials. Prior research has suggested that
many teachers are uncomfortable teaching issues in finance due to a lack of
confidence and knowledge (McGregor, 2018) as well as having math anxiety
(Ramirez et al., 2018). Moreover, although a lot of information related to the
delivery of financial material is available, teachers often fail to use it. A 2019
study from this team found that professional development is an important
factor in helping educators feel confident and motivated to teach personal
finance in their classrooms (GFLEC, 2019). This team has launched the Fast
Lane website to provide resources and strategies on how to promote
financial education in school and are continuing to investigate how to best
prepare teachers to teach personal finance.

Another project from Dr. Hasler and team will summarize the growing
evidence on the gender gap in financial knowledge, and aims to provide
insight on why, for instance, men gain knowledge (but not necessarily
confidence) more easily than women (Rothwell & Wu, 2019). Finally, this
group will also investigate millennials’ relationship with financial technology
including why they are exceptionally comfortable with using technology in
many ways, such as for banking and shopping, but are much less engaged in
other financial issues (e.g., comparing financial products, reading about
financial advice; Yakoboski et al., 2018). This team is also further exploring
differences in the financial capability of US millennials who use mobile
payments, compared to those who do not (Lusardi & Hasler, 2019). This
latter work will inevitably draw from recent Canadian research and public
forums summarizing some of the financial challenges that millennials face
today (Robson & Loucks, 2018).

Drs. Gail Henderson and Pamela Beach are investigating how elementary
school teachers include financial literacy in their curriculum and how
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teachers select and evaluate resources for use in the classroom. They are also
looking at teachers’ awareness and perceptions of the source of resources,
comparing resources produced or sponsored by the financial industry,
government and non-profit organizations contained within FCAC’s Canadian
Financial Literacy Database. The researchers have conducted studies using
document analysis, online surveys, and interviews. Information about these
studies is linked through their Canadian Financial Literacy Project centred at
Queen’s University.

Dr. Jiaying Zhao—a Psychology Professor at the University of British
Columbia—continues to investigate the role of scarcity (i.e., having
insufficient resources to cope with demands) on people’s ability to make
sound financial decisions (Zhao & Tomm, 2018). Dr. Zhao'’s group is also
working with the New Leaf Project to pilot unconditional cash transfers and
additional non-cash supports (e.g., coaching, financial literacy training with
VanCity Credit Union) to address homelessness in the Metro Vancouver area.
Finally, Dr. Zhao’s group is working on a collaborative project with
researchers from University of Washington to develop interventions to
increase financial resilience among low-income individuals.

Dr. Bettina Schneider will examine not only how people, particularly
Indigenous students, can connect their own experiences to the topics covered
in her published text on Financial Empowerment (2018), but also the impact
of culturally relevant financial literacy education on Indigenous students and
communities.

The Canadian Financial Diaries research project—led by Drs. Jerry
Buckland, Gail Henderson, David Rothwell, Jennifer Robson, and Louise
Simbandumwe—uses both quantitative and qualitative methods to better
depict the financial realities, stresses, and opportunities of low- and modest
middle-income Canadians. It also includes financial practitioners and
regulators to help inform practical and policy tools in support of financial
empowerment. Phase one, having tracked the finances of 30 Canadians over
the course of a year, is nearly complete. Phase 2, which involves a larger
number of participants is planned for 2021.

Drs. Jerry Buckland, Vinita Godinho, and Carmen Daniels are working on
a comparative study of Australian and Canadian regulations related to
financial service access. An article related to this work is published in the

fall 2020 issue of the Canadian Journal of Urban Research.
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e FCAC conducted a national survey in 2018 to assess the financial well-being
of Canadians. Results from the
suggested that Canadians who practise active savings behaviour
and avoid using credit to pay for daily expenses, have higher levels of
financial well-being—results which are similar to comparative countries, like
Australia and Norway (FCAC, 2018; 2019d). Moving forward, FCAC used
these data and results to develop and launch the

Navigating the marketplace: Existing gaps

Our current understanding of how people navigate the financial marketplace
crosses all four themes—social determinants of financial well-being, mental and
behavioural abilities, financial technology, and research in practice. Yet, given the
complexity of this research priority, there is still much to learn and many ways that
we could apply the existing research to practical applications.

The interactions between financial technology use, digital literacy, and financial
literacy are not well understood. For instance, little research has been done globally
or in a Canadian context on the role of financial technologies in improving or
hindering financial literacy and decision-making. It is not clear how people’s
behaviours have changed as we have transitioned towards the greater use of
technology. It is also not clear how the increasing threat of cyber-attacks might
influence how people navigate the marketplace, as most Canadians will encounter
some form of cybercrime in the coming year and over one fifth of Canadian
businesses reported that they were affected by a cybersecurity incident in 2017
(Statistics Canada, 2018a). Importantly, despite this increased threat and being
generally concerned with privacy, Canadian consumers are becoming more
comfortable with sharing personal information regularly online (Canadian
Marketing Association, 2018).

Taken in combination with the recent explosion in the financial technology sector,
future research will be needed to understand how consumers are engaging with
existing technologies, but also to help create and improve the next generation of
tech tools aimed at improving financial well-being, or offering products and services
to consumers. Moreover, additional research will be needed to guide the creation of
front-line programs and services (both tech- and people-centred) tailored to the
most vulnerable of Canadians—including low-income earners, youth, women,
immigrants, minorities, and Indigenous Peoples. One example of such work uses an
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evidence-based approach to share insights for practitioners providing financial
advice to Canadian newcomers, particularly through one-on-one financial coaching
(Varatharasan & Fremont, 2020). Particularly, a significant gap in research involving
Indigenous Peoples and those living in the Territories continue to exist in all areas
of financial literacy and well-being, given the challenges to data collection and
geographical isolation.

A greater adoption of strategies that leverage behavioural insights and an
appreciation of cognitive biases and mental abilities will undoubtedly help in this
regard. For instance, we still do not have a clear picture of the relationship between
personal finances and subjective perceptions of financial well-being—such insights
might help us better understand what motivates beneficial financial behaviours
across groups of people. Although there are ample resources in each of these fields
of study, the challenge going forward will be to learn how to best combine such
knowledge in ways that have clear positive impacts on the financial well-being of
Canadian consumers. We know that people of all ages have access to copious
amounts of financial literacy information online, but more evidence is required to
understand the precise impact of this information on different age groups, from
children and adolescents, to working-age and older adults.

Finally, considerable efforts in all research priorities have been used to explore
financial literacy and financial well-being from the individual’s perspective. It has
been tacitly assumed that personal responsibility of financial matters should be the
priority, when in fact we know that behavioural change alone is not enough to help
vulnerable Canadians to fully engage with the financial system. As such, less work
has been directed at understanding the broader societal barriers that might prevent
a highly motivated individual from succeeding financially—from federal or
provincial regulations, to geographical or cultural differences. Future research
would benefit from recognizing the importance of using tailored, context-
dependent, approaches that address issues simultaneously from an individual and
societal perspective.

Navigating the financial marketplace: Key points summary

e The complexity of the financial marketplace is increasing rapidly and, for most
people, access to financial services has become easier than ever.

e As the financial marketplace continues to expand, vulnerable members of society
are most likely to be neglected or excluded.

e Resources (e.g., tools and how-to manuals) are available to help improve people’s
understanding of financial topics, strengthen their financial behaviours, and help
practitioners evaluate and improve the effectiveness of their financial education
programs.
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e Researchers are exploring the navigational challenges and unique financial stresses
faced by vulnerable groups (e.g., women, youth, low-income, Indigenous Peoples),
and how to improve these navigational strategies through leveraging behavioural
insights (e.g., intention and action, scarcity, confidence) to better deliver financial
education.

e Future research is needed to understand the role of financial technologies in
financial literacy and financial decision-making, the broader societal barriers that
might prevent individuals from succeeding financially, and how behavioural insights
can enhance tools aimed at improving the financial well-being of consumers.

Building savings

Canadians on average are not saving enough money overall, although the incredibly
low household savings rate of 0.7% near the end of 2018 had gone up substantially
to 3.6% by the end of 2019 (Statistics Canada, 2020b; before the COVID-19
pandemic). Of course, having savings is often tied to higher levels of manageable
debt and increased options in the financial marketplace (e.g., regarding investment
choices). However, historically lower interest rates and the wide availability of
revolving credit products have contributed to low saving rates and increased debt
overall (Canada Interest Rates, 2019). Moreover, a slow growth in average wages
over the past few decades is also contributing to this phenomenon (Statistics
Canada, 2013, 2019b). Recent research has given us a clearer picture of the
Canadian savings landscape. Although there are many reasons to save money, some
of the best-studied are related to emergency expenses, education, and retirement.

Building savings: Starting points for future research

Emergency expenses can involve a number of unexpected events, from having to get
immediate car or home repairs, to managing the loss of a job or an unexpected
economic downturn. The Canadian Payroll Association’s Annual Survey (2019)
reported that 1-in-5 Canadians said they would not be able to absorb an unexpected
expense of $2,000, suggesting a slight improvement from the years before (CPA,
2017, 2018). Further, research by Drs. David Rothwell and Jennifer Robson showed
that just under half of Canadians at the low-income level have sufficient financial
assets to maintain their current lifestyle for three months (Rothwell & Robson,
2018). (See below for Case Study II: Financial Decisions with Low Income.) Prior
work outside Canada has shown a positive link between financial literacy,
confidence, and the likelihood of having emergency savings (Babiarz & Robb, 2014),
while other work has extended these results to low-income earners in Canada,
revealing positive links between financial education, financial confidence or self-
efficacy, and savings (Rothwell et al., 2016, 2017). What is clear is that
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improvements in financial knowledge alone are not as likely to help households
build emergency savings (Despard et al., 2020).

The cost of education has increased substantially over the past few decades, as
reflected in yearly tuition costs (~$7,000 in 2018) and the average student’s debt
(~$26,000 for those graduating with an undergraduate degree) (Statistics Canada,
2015b, 2018b). This underscores the value in Canadian youth and their parents
saving for education and furthering their knowledge of saving for their future in
general. However, wealthier families that can afford to save are more likely to do so,
while lower income families are more likely to see an average decline in their
overall wealth after having children (Maroto, 2018). Nonetheless, Canadian youth
appears well positioned to grasp the power of saving for future items or services
such as education, as most 15-year-old students said that they would save for an
item they could not afford or would not buy the item at all (OECD, 2017).

Promisingly, nearly three quarters of Canadian parents reported saving for their
children’s education (FCAC, 2015a; 2019e). Of these, the majority reported using the
Registered Education Savings Plan (RESP) vehicle to accomplish this goal. Low-
income earners and Indigenous Peoples” are particularly vulnerable populations,
who generally save well below the Canadian average, although nearly half of low-
income earners that do save for their children’s education use RESPs to do so. The
Privy Council’s Impact and Innovations Unit, in collaboration with the Innovation
Lab at Employment and Social Development Canada, used behavioural science to
increase the uptake of the Canada Learning Bond—an educational savings incentive
for low-income families (Hardy et al., 2018). Overall, they found that sending letters
to target groups (i.e., first-time parents) and the use of additional key documents
(e.g., amock cheque) increased the uptake significantly.

Perhaps the single greatest use of savings, for most people, will be to retire—a
period in which one’s quality of life will be largely tied to the assets they have built
up over time. The number of Canadians poised to retire in the next few decades is
climbing quickly, and it has been estimated that by 2036 there will be 39 seniors for
every 100 working-age adults (Statistics Canada, 2015a). Most Canadians are
unsure how much they will need to save for retirement and are concerned that they
are unable to save enough (FCAC, 2017b).

The annual RSI Index for 2020, released by the Retirement and Savings Institute at
HEC Montreal, showed that most Canadians have a limited understanding of their
retirement system—especially challenging are questions related to employer plans
and the Old-Age Security program, in which three quarters of respondents get fewer

7 The CFCS analysis specifically considered Indigenous peoples living off reserve, but that this trend
is understood to extend to those living on reserve as well.
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than 50% of questions correct. Moreover, research on the Quebec and Canada
Pension Plans reveals that Canadians are unclear about how to maximize their
benefits and that changes to the eligibility age could result in unwanted
consequences (Michaud et al., 2020). In a survey of 2,000 Canadians, the Ontario
Securities Commission (2018) found that while younger Canadians are optimistic
about retirement, relatively few have started saving. Among working-age Canadians,
two thirds are preparing for retirement (FCAC, 2017b). However, it is worth noting
that a growing number are expecting to work past retirement age (CPA, 2018).

The abilities and knowledge of individuals can vary significantly across groups. The
most financially literate, the highest earners, the most educated, and people over 65
are most aware of what they need to save to retire comfortably, while those with
low-incomes as well as Indigenous Peoples are least likely to be saving (Boisclair et
al,, 2017; Messacar, 2017; FCAC, 2017b). In fact, those who score higher on basic
financial literacy knowledge questions are more likely to be saving in a retirement—
or tax-free savings account, such as an RRSP, TFSA, or pension plan (Boisclair et al.,
2017). Financial confidence (introduced above) appears to be a crucial link between
financial knowledge and saving, for growing both emergency and retirement funds,
and this is emphasized for low-income earners (Rothwell et al., 2016). Importantly,
this work has helped to broaden the field of financial literacy in Canada, by placing a
greater emphasis on the value of subjective measures (e.g., confidence, sense of
control), which are increasingly recognized as fundamental mediators of sound
financial behaviours.

Saving is important for these, and many other, reasons—and Canadian consumers
are generally saving less today than in the past. This is why research that informs
about the potential challenges and barriers to saving, as well as ways to improve
saving behaviour, continues to be a priority.

Case Study Il: Financial Decisions with Low Income

by Jodi Dueck-Read, PhD

People with low incomes face difficult choices. This includes people who work in low-waged jobs and
those who receive Employment Income Assistance (EIA). With limited income, EIA recipients find it
challenging to stretch their money (let alone consider saving it) and must choose their banking options
carefully—which includes considering proximity and the possibility of paying additional fees.

Sandy (a pseudonym) is a Financial Diaries participant, and is in her early fifties and draws income from
EIA. As a person with a disability, Sandy uses a walker to get around downtown Winnipeg. This is a
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challenge during the long snowy winter months. Except for weeks that sidewalks are unplowed and she is
forced to stay home, she walks half a kilometre to her volunteer position as a client advocate. Sandy
makes careful decisions about her limited income. When the monthly EIA cheque is deposited into her
bank account, she has difficult choices to make about how to pay her bills and buy groceries.

For instance, should she travel by bus to her bank and withdraw cash so that she minimizes ATM and/or
transactions fees? This takes time and bus tickets. In terms of groceries, she could make purchases at the
convenience store in her neighbourhood or take the bus to a grocery store with cheaper and healthier
options. In each case, she could use her debit card or withdraw cash from a nearby ATM. Most months
that | met with Sandy, she shared with me that she purchased groceries from the convenience store due
to ease of frequent access. She commented that her EIA allotment for groceries was insufficient to
purchase fresh fruits and vegetables from a grocery store. Additionally, she often used nearby ATMs
incurring additional fees because access was quick, timely, and convenient. Her low-cost bank account
offered too few transactions and she incurred fees for over usage. It seems that Sandy’s financial
decisions are largely driven by her reality as a person with low income and limited mobility.

Low-cost bank accounts offer a necessary service to impoverished individuals and yet the restrictions on
debit card transactions fail to meet Sandy’s needs, and have unintended consequences. People on EIA or
with low incomes cannot make large purchases frequently, and instead they make small and recurrent
purchases at stores near to them. Furthermore, as banks are moving towards paperless and mostly online
systems, people with limited incomes need physically close and reliable internet access. Making cost-
effective financial decisions poses a steady stream of challenges for vulnerable populations.

Building savings: Future directions

The following planned, or in-process, research initiatives are being undertaken to
fill existing gaps in our current understanding of how to promote personal savings
in Canada:

e A project by Dr. David Rothwell and colleagues, such as UK Professors
Steve McKay and Karen Rowlingson, will be investigating emerging saving
behaviours of individuals nested within countries (across the OECD). This
will focus on better understanding how sociodemographic characteristics
and contextual factors interact to prevent and promote emergency saving.

e While traditional definitions of poverty have relied mainly on levels of
income and savings, another project by Drs. Rothwell, Robson and
colleagues considers an expanded definition which includes asset poverty—
the idea that financial assets are not sufficient to maintain financial well-
being at low-income thresholds for at least 3 months (Rothwell & Robson,
2018). Indeed, they have estimated that asset poverty is two to three times
higher than income poverty, and that this measure should be considered by
practitioners (e.g., financial counsellors) and policymakers when assessing
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economic vulnerability in future. Early findings from this project have also
compared asset poverty and wealth accumulation differences in Canada and
the US (Rothwell et al., 2020).

e Drs. Jerry Buckland, Gail Henderson and colleagues are currently
studying group RESPs8, a previously under-explored topic in financial
inclusion. Some of the work from this project has been published previously.
Their work used a combination of questionnaires, interviews, and focus
groups to assess the experience of low-income group RESP subscribers. One
key finding was that some salespeople have been targeting low-income
consumers even though many do not benefit from such a product (Buckland
etal,, 2018a). Dr. Henderson and practitioners with SEED Winnipeg are
continuing to look at this topic and are creating plain language educational
resources aimed at low-income earners to help clarify when and for whom
such products are most beneficial.

e Dr. Pierre-Carl Michaud and colleagues, at the Retirement and Savings
Institute of Montreal are linking CFCS and administrative tax data, to better
understand the connection between financial knowledge and the kinds of
choices people make when filing their taxes. The results from this work will
complement prior work by this team showing that simple and timely
financial education programs can improve the knowledge, decision-making
and savings rates for working-age adults who should likely be contributing to
tax-sheltered retirement accounts (Boyer et al., 2019).

e Dr. Andrea Hasler and colleagues are investigating the drivers of financial
well-being among US African American and Hispanic women and millennials
by exploring how their financial situations, financial capability, and financial
literacy contribute to their financial well-being. Recent research conducted
by this team found that financial literacy differs among demographic groups
with scores on a financial knowledge assessment increasing with age,
household income, and education, and with men displaying higher scores
than women (Yakoboski et al., 2019). Moreover, the research team finds that
personal finance knowledge among US African-American adults lags that of
whites (Yakoboski et al., 2020). This research links financial literacy to
financial wellness as individuals with higher scores were more likely to have
the capacity to absorb a financial shock, actively save for retirement, and
were less likely to be constrained by debt. Findings will be used to inform the

8 Group RESPs are an education savings vehicle that use a pooled investment model.
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development of more inclusive and targeted school and workplace financial
wellness programs, given the importance of providing financial education in
the workplace to enhance employees’ financial security, strengthen financial
literacy, and improve retirement planning. Such financial education is
especially important as the responsibility for retirement planning continues
to shift from the employer to the employee (Fisch et al., 2020).

Dr. Hasler and colleagues are also continuing to examine financial fragility
(i.e., an individual’s ability to cope with an unexpected expense) in the US
with a particular focus on the determinants of financial fragility for middle-
income households. This will build on prior research indicating that
financially fragile middle-income households have low financial literacy, use
high-cost borrowing to pay for emergency expenses, and are less likely to
plan for retirement (Hasler et al., 2018).

Dr. Dilip Soman’s team at the University of Toronto use behavioural
insights to design interventions to help improve people’s ability to make
sound decisions. They are also working on research designed to improve the
efficacy of financial education programs. In addition to those noted above,
one current project from this team is looking at assisting people in improving
their retirement savings through simple changes to pension statements and
by employing text messages related to reminding consumers about ongoing
contributions.

Prosper Canada, through a literature review and key informant interviews,
will describe the role of emergency savings in building and sustaining
financial health, particularly amongst low-and moderate-income Canadians,
as well as identify barriers to saving. This work aims to identify existing
policies, products and programs that have effectively stimulated low-and
moderate-income households to build emergency savings globally and
opportunities to enhance or pursue new interventions in Canada.

Building savings: Existing gaps

When considering the four themes noted above, it becomes apparent that much of
our current understanding is focused at the levels of individual behaviour and the
social determinants of financial well-being. The area of building savings has lent
itself more towards the study of practical measures, such as trying to understand
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consumers’ experiences with retirement or educational savings products, or
targeting clear recommendations at policymakers or front-line practitioners.

However, much work remains to better understand how such products are being
used. For instance, it is not clear how often, and for what purposes, consumers are
tapping into retirement or education funds before they are due. It is also unclear to
what degree that Canadians who do save might be using less efficient vehicles for
doing so (e.g., savings accounts), when products more suited to their goals might
exist (e.g., TFSAs, RRSPs, RESPs). Most of the barriers to saving that were suggested
years ago are still relevant today—including insufficient disposable income, a poor
understanding of available financial tools and products, and low financial literacy
levels, such as not knowing how much to save (Boisclair et al.,, 2017)—although we
have a greater understanding today of how to effect change in the future.

Like for other priorities, a number of outstanding questions remain. Although there
are now many online and smart-phone tools to assist with managing debt, building
savings, and budgeting, relatively little is known about how these tools are helping
or hindering consumers’ financial well-being. Moreover, there is little work in a
Canadian context that explores the impact of expert advice, or on the use of
computer-assisted recommendations, on saving behaviour and financial well-being.

Building savings: Key points summary

e (Canadians are saving less money overall.

e Borrowing to pay for unexpected expenses, increasing tuition costs, and a lack of
clarity in how to prepare and how much to save for retirement are all challenges
and barriers to saving.

e Educating Canadians on relevant savings vehicles (e.g., TFSA, RESP, Canada
Learning Bond, RRSP) and designing financial education programs and resources to
build financial confidence strengthen the financial literacy of Canadians and
increase their likelihood of saving.

e Researchers are working to understand the barriers that prevent people from
saving and are exploring ways to encourage Canadians to save by developing
relevant financial education resources and targeted interventions that are delivered
in a timely manner.

e Future research is needed to uncover the frequency and reasons consumers use
savings dedicated to retirement or education for other purposes, to what degree
Canadians use the most appropriate savings vehicle for their personal goals, and to
understand the impact that savings tools have on the financial well-being of
Canadians.
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Budgeting

Budgets allow for a clear understanding of how both predictable and unpredictable
expenses are addressed with one’s income, and allows consumers to more
effectively plan for their future. Budgets may be tied to one’s ability to perform each
research priority behaviour (i.e., manage debt, navigate the financial marketplace,
and save) with confidence. Research that uncovers when and for whom budgeting is
most helpful, as well as ways to improve budgeting behaviour, continues to be a
priority.

Budgeting: Starting points for future research

A number of past research projects have helped illuminate the impact of personal
budgeting behaviours on financial well-being. For instance, Fernbach, Kan, and
Lynch Jr (2015) found that individuals who use budgets engage in priority planning
to identify their needs over their wants. Those with a budget are more likely to meet
all of their financial commitments, are more likely to save, and are better prepared
for retirement (FCAC, 2017b). However, despite its benefits, fewer than half of all
Canadians have a budget (FCAC, 2015a, 2016a, 2019¢) with many saying they keep
their budget in their mind alone (CPA, 2017; FCAC, 2019e).

An FCAC project aimed at non-budgeters was able to deliver educational and
promotional messaging about the positive impact of using a budget through a
mobile app (FCAC, 2016a, 2017a). Early results from British Columbia,
Newfoundland & Labrador, and Ontario showed that the intervention produced
increases in budgeting use (14-23%), knowledge (4-10%), and confidence (~16%)
among initial non-budgeters. Importantly, these results were maintained in a 1.5-
year follow-up, with over half of new budgeters in British Columbia and
Newfoundland & Labrador continuing to budget over the long-term. These
participants also showed an increase in confidence and an improved ability to meet
financial commitments compared to non-budgeters (FCAC, 2019c).

Regarding information about specific groups, analyses using data from the

revealed that
budgeting was positively associated with knowing how much money was needed for
retirement in those of retirement or near-retirement age (FCAC, 2017b). Guided by
a model from University of Bristol-based Professor Elaine Kempson (Kempson et al.,
2006), FCAC performed a cross-sectional analysis of four financial skills related to
financial confidence and knowledge in everyday life, including budgeting (FCAC,
2017b). This study revealed that sticking to a budget was positively related to
knowing how much money is needed for retirement and is tied to a consumer’s
standard of living in retirement. Less well understood, however, is how long-term
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budgeting can impact other key behaviours (e.g., saving, managing debt, navigating
the marketplace)—for this, more longitudinal analyses will be needed®.

Analyses of other demographic groups are also essential to a more nuanced
understanding of the effects of budgeting. For example, millennials (those born
roughly from 1980 to 2000) may be generally more knowledgeable about budgeting
and risk management compared to their lower-level understanding of retirement
planning (Killins, 2017). In addition, although budgeting behaviour may be most
important for the financial well-being of low-income consumers; at least one US
study has suggested that budgeting is a very low priority in this group (Xiao &
O’Neill, 2018).

Budgeting: Future directions

The following planned, or in-process, research initiatives are being undertaken to
fill existing gaps in our current understanding of the use of personal budgets:

e Another goal of the above-mentioned project by Dr. Karen Duncan and
colleagues (noted above under Debt Management), using 2014 CFCS data, is
to explore the consumer characteristics of budgeters and non-budgeters.
This research promises to extend our current understanding of budgeting in
a Canadian context, and will also connect these findings to research on other
financial behaviours.

e Work by Chuck Howard at the Texas A&M University, and his colleagues at
St. Andrew’s University in the UK, is helping to quantify Canadian, the UK,
and US consumers’ budget optimism, as well as how budgets can help people
decrease their spending over time. Preliminary results are suggesting
strategies and psychological variables that contribute to successful budgeting
behaviours.

¢ Dr.Zdravko Marjanovic and colleagues (discussed above under Debt
Management) are also planning to investigate how negative language around
budgeting, which itself connotes restraint and limitation, may affect some
consumers differently. They hypothesize that this project may help to target

9 Using the 2014 CFCS, FCAC explored the impact of budgeting behaviours on financial well-being.
Preliminary analyses suggested that people use budgets because they face financial constraints, but
such initial constraints may themselves reduce the probability of achieving positive financial well-
being outcomes. In the future, budgeting research should use evidence from longitudinal data in
order to help clarify these relationships (FCAC, 2015a).

38



certain individuals with framed messages better suited to their motivational
style.

Marc Aubrey and Drs. Claude Fernet and Noémie Carbonneau, at the
Université du Québec a Trois-Rivieres, are studying the behaviours and
individual characteristics of budgeters. They created a scale to help identify
how these characteristics might relate to an individual’s likelihood of
adopting and using a budget—particularly investigating budgeting
“intensity” (e.g. related to frequency of use and budget formality).
Preliminary results have suggested that budget adoption is related to:
perceived skill, financial concerns, and parental adoption; while socio-
demographic and personality variables are not strongly related. Budget
intensity appears related to: perceived skill, financial well-being, and
budgeting interest.

FCAC has released its next-generation Budget Planner Tool. This tool was
developed in consultation with Dr. Dilip Soman and leverages behavioural
insights, such as nudges, social norms, gamification, and an understanding of
biases, to make personal budgeting easy, fun, and user-friendly for the
average financial consumer. It allows people to create a budget that is
tailored to their personal financial needs and goals. Future research of the
new Budget Planner Tool could help improve our understanding of how
behavioural insights can facilitate financial consumers’ ability to create a
budget and achieve their financial goals.

FCAC also included questions on budgeting in the 2019 CFCS. Analyses of
these questions will help to better understand differences in the
characteristics of Canadians who have a budget compared to those who do
not, the approaches used to create a budget, and reasons for not budgeting. It
will also enable us to explore how budgeting is tied to effective money
management and financial well-being.

Budgeting: Existing gaps

When considering the four themes noted above, it becomes apparent much of our
current understanding is focused at the level of individual behaviour. We have a
good sense that people who use budgets are better off financially, compared to those
who do not. People who budget tend to be more confident in financial matters and
are better prepared for expected (e.g., retirement) and unexpected (e.g., car repairs)
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life events. When compared to the other research priorities, it is clear that there are
fewer studies on budgeting.

As such, many questions remain—particularly as they pertain to Canadian
consumers. We do not have a good understanding of how budgeting behaviours
might differ across socioeconomic groups. There is a need to better understand the
extent to which recently developed financial technology tools, such as online
budgeting tools or smartphone apps, are affecting consumers’ ability to manage
their money. For instance, similar to the work above showing that millennials using
mobile banking are more likely to overdraw on their financial accounts (Lusardi et
al,, 2018), it might well be that some people using budgeting apps are under the
illusion that such automated budgeting is helping to improve their financial
situation when the opposite may be true. In this sense, it could be useful to better
understand the effects of different budgeting approaches (e.g., using mental
accounting vs. apps vs. spreadsheets) on consumers’ budgeting behaviours and their
likelihood to reap long-term benefits. In addition, the impact that budgeting training
and education has at the front line is also unclear—for instance, are these useful
tools for financial counsellors and their clients?

In addition to projects underway, other less well-studied indirect factors may have
an impact on budgeting behaviour. For instance, work by Dr. Erin Maloney and
colleagues suggests that math anxiety prevent some people from engaging with
simple mathematical challenges—such as those involved in creating and
maintaining a budget (Ramirez et al., 2018). This is independent of math ability,
meaning that people with high math anxiety perform worse than others, even when
their skill level is the same. An open question remains about whether this avoidance
and lack of confidence may be preventing people from budgeting or altering the
perseverance of those who start.

In another research vein, behaviour- and brain-based evidence has supported the
link between paying with money and negative emotion—suggesting that, in some
sense, paying with money can be “painful” (Mazar et al.,, 2017; Shah et al., 2016).
These findings raise questions for an increasingly cash-free society, in which people
mostly use “pain-free” payment methods (e.g., debit or credit cards). For instance,
although budgeting might become easier (using online or mobile applications with a
direct link to financial accounts), the use of “pain-free” payment methods might
implicitly promote spending and make it more difficult for many to stay within their
budgets.

Once again, it is prudent to point out that the research and existing gaps outlined
here, and in all other sections, are not meant to be exhaustive in scope. In fact, this
document is meant to both guide and inspire researchers and other stakeholders to
add their ideas to future work and discussions.

40



Budgeting: Key points summary

e Budgets allow consumers to more effectively plan for their future by helping them
to manage their debt, navigate the financial marketplace, and save with confidence.

e Despite the benefits of budgeting, fewer than half of Canadians have a budget.

e Analyses of longitudinal data through the lens of demographic groups will help to
provide a more nuanced understanding of the effects of budgeting both in the
short—and long-term.

e Researchers are leveraging behavioural insights to make budgeting accessible and
attractive for financial consumers and are exploring the characteristics of budgeters
and non-budgeters as well as the role of confidence and language in influencing
consumers’ budgeting behaviour.

e Future research is needed to understand how budgeting behaviours differ across
socioeconomic groups, the effects of different budgeting approaches on consumer
behaviours and financial outcomes, and the indirect factors that have an impact on
budgeting behaviour and people’s ability to stay within their budget.

COVID-19 financial literacy research

With the unexpected onset of the COVID-19 global pandemic, researchers at
academic institutions, as well as from industry, non-profit organizations, and
government have sought to learn more about its impact on consumers’ financial
well-being, experiences, and behaviours. The following few paragraphs include a
small sample of such efforts as they relate to the area of financial literacy.

The Government of Canada has followed the outbreak closely and created a portal
about receiving financial help during COVID-19. FCAC responded to the pandemic
by engaging with regulated entities and providing support and advice for
consumers. Prosper Canada used their data on COVID-19 to develop a Financial
Relief Navigator tool to help Canadians identify emergency benefits and relief
supports for which they may be eligible.

FCAC also fielded two

Beginning in the fall of 2020, they will be fielded monthly until the spring of 2021
and will survey 1000 Canadians at each time point. The aim is to monitor the effects
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of the pandemic on consumers’ financial well-being, experiences and behaviours as
they relate to their personal finances and their interactions with financial
institutions and products.

Dr. Hasler and colleagues recently released research on millennials financial
preparedness and money management before COVID-19. The research found that
many young adults in the US were ill-prepared to face the uncertainties of an
economic crisis as well as navigate the complexity of today's financial landscape in
general (Bolognesi et al,, 2020). The team also developed and released more US-
focused research and resources on how to build up financial resilience and literacy
(Lusardi et. al., 2020) and created a resource hub for people in the US seeking
information during this crisis.

Dr. Michaud and colleagues fielded a survey in Quebec to measure the impact of
COVID-19 on the personal finances of consumers, as well any changes in mental
health and expectations for the future (Achou et al., 2020). These survey data will
also report on a number of quantitative financial aspects, such as amounts of assets
and debts and changes in hours of employment.

Next steps

Financial literacy and financial well-being is a relatively new and vital field of study.
The Financial Consumer Agency of Canada remains dedicated to serving,
collaborating, and connecting the many communities that share our broad vision of
strengthening the financial well-being of all Canadians. We continue to act as a key
collaborator for creating, promoting, and supporting financial literacy research, and
will continue to champion new initiatives that help to translate research findings
into evidence-based policies and successful services and tools.

This Review of Financial Literacy Research in Canada has summarized some of the
key Canadian research findings across many of the fundamental areas which make
up the financial literacy and financial well-being landscape. The four research
priorities—managing debt, navigating the financial marketplace, building savings,
and budgeting—were coupled with four themes—mental and behavioural abilities,
social determinants of financial well-being, financial technology, research in
practice—which cut across the priorities and underscore the context-dependent
nature of all research. This work has collectively offered answers to many pressing
questions—but we must remember that this multidisciplinary field is still in its
infancy. The Review’s main goal is to highlight new findings and information which
might help to better inform policy and practices at the front lines, as well as to help
guide new lines of inquiry which will continue to underpin such work. We must also
continue to ask questions about the effectiveness of old and new programs, from
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which Canadians might benefit, and to encourage more research, data collection,
and evaluation by all stakeholders to help answer such questions.

Contact us: If you are interested in learning more about financial literacy data (see
Appendix I), or have any questions about the Review of Financial Literacy Research
in Canada, please contact the Strategic Policy, Research and Experimentation

Division at the Financial Consumer Agency of Canada: Research-Recherche@fcac-

acfc.gc.ca
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Appendices

Appendix I —
Canadian data for researchers

The following datasets have been used to create new knowledge regarding the financial literacy and financial
well-being of Canadian consumers. Together, they have led to numerous publications that have helped
inform policies and practices across Canada.

Canadian Financial Capability Survey (CFCS)—Designed to provide a portrait of Canadians’ knowledge,
abilities and behaviours concerning personal financial management, it was fielded in 2009 and 2014 by
Statistics Canada, and by FCAC in 2019.

Financial Well-Being Survey (FWBS)—Focusing on four key determinants of financial well-being: (1) the
social and economic environment, (2) financial knowledge and experience, (3) psychological factors, and (4)
financially capable behaviour, this survey was conducted in Canada in 2018 by FCAC.

CFCS-Administrative Tax — The CFCS data were linked to some administrative tax data for the first time in
2018. This project was undertaken by Statistics Canada and the Retirement and Savings Institute at HEC
Montréal.

General Social Survey (GSS) — The GSS is administered every five years by Statistics Canada to collect
nationally representative, cross-sectional data on the following six topic areas: caregiving, families, time use,
social identity, volunteering and victimization.

Survey of Financial Security (SFS)—Designed to collect information from a sample of Canadian households
on their assets, debts, employment, income and education, the SFS by Statistics Canada provides information
on financial and non-financial assets, e.g., mortgages, vehicles, credit cards, student loans and other debts.

OECD/INFE Survey on Measuring Financial Literacy and Financial Inclusion—This tool allows for a
comparison of the financial knowledge, attitudes and behaviour of adults, as well as indicators of financial
inclusion and financial well-being across many countries worldwide.

Programme for International Student Assessment (PISA)—PISA is a collaborative effort among member
OECD countries that surveys 15-year-old students around the world. Conducted every three years, PISA
assesses students’ levels of knowledge and skills that are essential for full participation in modern societies.
Canada participated in 2015 and 2018.

COVID-19 Surveys: Canadian Financial Well-Being Monitor and Canadians’ use of Bank Products and
Services—These will be fielded monthly from fall of 2020 until spring of 2021; they look at changes in
consumer financial well-being, experiences and behaviours.

For information about, or questions regarding, these datasets please contact FCAC at:
Research-Recherche@fcac-acfc.gc.ca
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Rebecca Kong, Financial Consumer Agency of Canada

Jodi Letkiewicz, Assistant Professor, York University

Bruno Lévesque, Financial Consumer Agency of Canada

Allison Meserve, Senior Manager, Research and Evaluation, Prosper Canada
Pierre-Carl Michaud, Professor, HEC Montreal

Nicole Rivest, Financial Consumer Agency of Canada

Nicole Robitaille, Assistant Professor, Queen's University

David Rothwell, Assistant Professor, Oregon State University

Bettina Schneider, Associate Professor & Associate VP Academic, First Nations
University of Canada

Dilip Soman, Professor & Canada Research Chair, University of Toronto
Brenda Spotton Visano, Professor, York University

Ruth Stephen, Financial Consumer Agency of Canada

Steve Trites, Financial Consumer Agency of Canada

Jiaying Zhao, Assistant Professor, University of British Columbia

Appendix III—Glossary of key terms

Emergency expenses—emergency expenses are unexpected expenses that occur
from an unexpected situation or a sudden decrease in income. Examples of an
emergency expense include a car breakdown, an urgent visit to the veterinarian, job
loss, or health problems that prevent you from working.

Financial confidence (also self-efficacy)—Financial confidence means having the
self-assurance to make important decisions (Social Research and Demonstration
Corporation, 2016b).

Financial literacy—Financial literacy refers to the knowledge, confidence and skills
necessary to make responsible financial decisions (FCAC, 2015b).

Financial technology (Fintech)—Financial technology refers to technology-led

innovation in the financial services sector which is transforming what financial
services are, and how they are delivered to consumers (Competition Bureau, 2018).
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Financial well-being—Financial well-being is the extent to which you can
comfortably meet all of your current financial commitments and needs while also
having the financial resilience to continue doing so in the future (FCAC, 2019d).

Policymaker — “A policy is a set of statements of principles, values, and intent that
outline expectations and provides a basis for consistent decision-making and
resource allocation in respect to a specific issue” (Canada.ca, 2017). From this, in the
broadest sense, a policymaker is any person (e.g., politician, bureaucrat, or
institutional leaders) who plays a role in developing and implementing policy.

Practitioner—While there is no singular definition for this term, or for the term
“financial practitioner” specifically, it generally refers to “someone involved in a
skilled job or activity” (Cambridge Dictionary, n.d.) who works mainly with clients in
the public space and often acts as a “choice architect”—organizing and presenting
the context in which people make decisions (Thaler & Sunstein, 2008; Ly et al.,
2013).

Registered Retirement Savings Plan (RRSP) — A Registered Retirement Savings
Plan is a savings plan designed to help Canadians save for retirement. Money earned
in an RRSP is usually exempt from tax as long as the funds remain in the plan but is
generally subject to tax when taken out.

Scarcity—Scarcity is the condition of having insufficient resources to cope with
demands (Zhao and Tomm, 2018).

Seniors/Older adults — In Canada, there does not exist a universal age parameter
for seniors/older adults. However, the terms “older adults” and “seniors” can
generally be considered to be those aged 55 and older, and 65 and older,
respectively. In 2018, seniors composed just under one fifth of Canada’s population
(Statistics Canada, 2019d).

Tax-Free Savings Account (TFSA) — A Tax-Free Saving Account is a savings account
available to individuals aged 18 and older to help them set money aside tax-free
throughout their lifetime. Contributions to a TFSA are not deductible for income tax
purposes. Any amount contributed as well as any income earned in the account is
generally tax-free, even when it is withdrawn (FCAC, 2016c).

Youth — In Canada, there does not exist a universal age parameter for youth,
however, youth can generally be considered to be those under the age of 30
(Statistics Canada, 2019a). In 2018, youth composed just over one third of Canada’s
population (Statistics Canada, 2019c). From an international perspective, the United
Nations has, for statistical purposes, defined this term as people between the ages of
15 and 24 (UN, n.d.).
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Appendix IV—FCAC tools

Budget Planner — A free interactive tool that allows you to create a personalized
budget that you can save online and update later.

Financial Goal Calculator—Calculate how to pay down your debt and reach your
savings goal.

Retirement Income Calculator — A step-by-step calculator to help you estimate your
retirement income, employer pensions and other sources of income.

Credit Card Payment Calculator—Find out how long it will take to pay off your
credit card and explore options to pay it back faster.

Canadian Financial Literacy Database — A one-stop source for resources and events
from Canadian organizations on budgeting, saving, investing, and more.

Financial Wellness in the Workplace—Strategies and resources based on best
practices to help employers build financial wellness programs to improve the
financial well-being of their employees.

Your Financial Toolkit—An online learning program providing financial information
and tools for adults.

Financial Basics Workshop — A money management workshop to help young adults
make smart financial decisions.

Appendix V—Suggested citation of the Review of Financial Literacy
Research in Canada

Financial Consumer Agency of Canada. (2019). Review of Financial Literacy
Research in Canada: An Environmental Scan and Gap Analysis. Retrieved from
https://www.canada.ca/en/financial-consumer-
agency/programs/research/review-financial-literacy-research.html
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