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DISCLAIMER

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

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



About the Bureau

= The Bureau of Consumer Financial Protection regulatesthe
offering and provision of consumer financial products and
services underthe Federal consumer financial laws, and
educates and empowers consumers to make better informed
financial decisions.



Financial Education Exchange (CFPB FinEx)

An online and in-person
opportunity to access Bureau
tools and resources, and connect
with the Bureau and your peers
engaged in financial education.

Our goal is to help you improve
the financial well-being of the
people you serve.

Regional convenings:

Monthly e-
newsletters

« Dallas, TX
e Fort Worth, TX
e Maryland

e Denver, CO

* Kansas City, MO
e Atlanta, GA

e Sacramento, CA
 Madison, WI

e St Louis, MO

e Tacoma, WA
 Nashville, TN

e Boston, MA

CFPB FinEx

CFPB Financial Education Exchange

Number of financial
educators signed up:
3160

To sign up, email
CFPB__FinEx@cfpb.gov

Monthly webinars include:

Fraud prevention for older adults
Disaster recovery and preparedness
Resources for servicemembers
Accessing credit scores

Managing spending

Debt collection resources

Credit card spending

Libraries as a Financial Education
Resources

Financial Coaching

Financial Education Programs
Serving Immigrant Populations

Federal Financial Education
Resources

Take Control of Your Auto Loan
Financial Rules to Live By
Resources for Parents

Tips for Strengthening Financial
Education Curriculum
Resources for Parents and
Caregivers

Resources for Financial Caregivers
Measuring Financial Well-Being
Owning a Home

Tax Time Savings

Your Money, Your Goals Toolkit




Resources for financial educators webpage

Financial education for adults About us

We're the Consumer Financial Protection

. . Bureau (CFPB), a U.S. government
We help you help the people you serve. For adult financial agency that makes sure banks, lenders,

educators, the tools here show our latest thinking on consumer and other financial companies treat you
financial behavior and effective financial education practices. fairly.

Learn how the CFPB can help you

Featured event CONNECT WITH US

Free webinar about

pathways to financial
well-being

Join the CFPB Financial Education
Exchange (CFPB FinEx) to get the latest
news, invitations to webinars, and to
learn from your peers.

Thursday, Sept. 27, from 2-3 p.m. ET

) ) Email address
View details and enroll

Enter email address

The information you provide will permit
the Consumer Financial Protection
Bureau to process your request or

Find it at consumerfinance.gov/adult-financial-education



http://www.consumerfinance.gov/adult-financial-education

Today'’s topic:

Pathways to financial well-being:
the role of financial capability



Financial well-being is the ultimate goal of financial education

What is the state

of financial well-
What is financial being in
well-being? America?

O O O

How can it be
measured?

O

What helps
people have
more of it?




What is financial well-being?

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

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

to-month finances

Freedom of Financial freedomto On track to meet
- make choices to your financial goals
choice enjoy life




How do you measure it? The CFPB Financial Well-Being Scale

How well does this statement describeyouor your situation?
1. | couldhandle a major unexpected expense
2. | am securing my financial future

3. Because of my money situation, | feel like | will never have the
things | want in life

4. | can enjoy life because of the way I'm managing my money
5. | am just getting by financially
6. | am concernedthatthe money | have or will save won't last

How often does this statement apply toyou?

1. Givinga gift for a wedding, birthday or other occasion would put a
strain on my finances for the month

2. | have money left over at the end of the month
3. | am behind with my finances
4. My finances control my life

Describes me
completely

Describes me very well

Describes me
somewhat

Describes me very little

Does not describe me
at all

Always
Often
Sometimes
Rarely

Never



What is the state of financial well-being in America?

30%

11t020 21t030 31to40 41to50 51to60 61to70 71to80 81to90 91-100
Financial well-being score ranges

. . . . : : Percent of U.S. adult population
Financial well-being score range Financial circumstances . - .
with scores in this range
<40 Nearly gnlversql financial 13%
insecurity
411050 Largg majgrlty experiences 21%
financial insecurity
51 to 60 A majority are not in financial 30%
distress
61 10 70 Large. majorlty experiences 2204
financial security
>70 Nearly unlvergal financial 14%
security




What helps people have more of it?

What is the relationship between financial

capability and financial well-being?
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About the study

Data: The study used data from the Bureau's 2016 National Financial Well-
Being Survey, a nationally representative survey of almost 6,400 adults age 18
and older in the United States.

Analysis: Structural equation model estimation to test hypotheses about the
associations between financial well-being and financial skill, financial
knowledge, financial behavior, and financial situation.

Limitations: The data reveal associations between different factors, but do
not support conclusions about causal relationships between them.



Key concepts: definitions and measurement

Concepts What is it How we measured it
An individual’s ability to meet current and ongoing  10-item Financial Well-Being Scale
Financial financial obligations, feel secure in their financial
well-being future, and make choices that allow enjoyment of
life.
The objective facts of a person’s financial situation. A measure that combined self-reported (1)
Financial financial resources (e.g., liquid savings, financial
] ) products owned); (2) ability to make ends meet;
situation (3) presence (or absence) of material hardship;
and (4) self-reported credit standing.
Actions an individual does or does not take A measure that combined of self-reported day-to-
Financial day money management behaviors (both
] managing money and following through on
behavior financial commitments), financial planning, and
saving habits.
Financial Knowledge of general financial facts and concepts  10-item version of the Knoll-Houts Financial
knowledge (e.qg., risk diversification) Knowledge Scale.
Ability to find reliable financial information, process  10-item Financial Skill Scale
Financial skill that information, act on it, and adapt as needed to

stay on track to achieving goals.
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Financial Skill Scale - Questions

Questions

Response Options

How well does this statement describe you or your situation?
| know how to make complex financial decisions®

| know how to get myself to follow through on my financial intentions”
| am able to recognize a good financial investment

| know how to keep myself from spending too much

| know how to make myself save’

| know where to find the advice | need to make decisions involving
money

No s~ wDdh R

| am able to make good financial decisions that are new to me o

Describes me completely
Describes me very well
Describes me somewhat
Describes me very little
Does not describe me at all

How often does this statement apply to you?

1. I know when | do not have enough information to make a good

decision involving my money’ o
2. I know when | need advice about my money o
3. Istruggle to understand financial information*

Always
Often
Sometimes
Rarely
Never

* Denotes questions for which the response options are “reverse coded.”
T Denotes questions that are part of the abbreviated (5-question) scale.
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Results of the model

Material Low Credit lefu:_ultv
Resources Hardship Seandin Making
e Ends Meet
-0.635%** 0.531%**
0.814%** 0.745%**

Objective

Financial Controls
Situation

Controls R’=0.691

Controls

. . . 0.398°°" Financial
Financial Skill . . . .
Behavior Financial Well-Being
v -
Ri=0.702 R=0.714
- ove
0.830 p— 0.683
Manage Plan Savings
Habit

SOURCE: Analysis of the 2016 National Financial Well-Being Survey data.

CONTROLS: Income, retirement status, financial self-efficacy, frugality, perceived economic mobility, and self-control.

NOTE: N = 6,394. Standardized coefficients for the model of the associations among financial well-being, objective financial
situation, financial behavior, and financial skill. Only significant paths shown. * p <.05. ** p <.01. ** p <.001. In the table below, ¢
Indicates control variables.

MODEL FIT: x? (dfy = 1666.253 (54); RMSEA = 0.068; CFl = 0.911, TLI = 0.862, SRMR = 0.045.



Findings
#1 There Is strong association between a respondent’s objective
or “real-world” financial situation and their sense of financial

well-being.

16



Financial well-being scores reflect real underlying
financial circumstances and more

Credit standing

Resources

000 Financial

~ 0 .

Material hardship variance Well-Being
explained

Making ends meet

Employment, income,
education and other
controls
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Findings
#2 Income and behavior have the strongest associations with

respondent’s objective or “real-world” financial situation.
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Findings
#3 Financial skill was strongly associated with financial

behavior, more strongly than financial knowledge and financial

behavior were associated
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Implications for financial education

The resulting model of inter-connected pathways suggest that
financial education can help consumers improve their financial
situations and ultimately, financial well-being, by helping them to
Improve their financial skill and financial behavior.

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

Controlling for an array of personal financial and demographic
characteristics:

Actions people take have a strong relationship with their financial
outcomes, In particular:

» Effective Money Management
» Planning
» Habitual Saving

Financial skill (and related financial self-efficacy) likely contribute
more to financial decisions and actions than general knowledge of
financial facts. In particular, knowing how to:

. Find reliable information to make financial decisions.

. Process financial information to make financial decisions.

» Execute financial decisions, adapting as necessary to stay on track.
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Implications for financial education: Specific Financial
Behaviors

= Effective Money Management
. Pay all bills on time
. Stay within budget or spending plan
. Pay off credit card balance in full each month.

. Check statements, bills and receipts to make sure there were no errors.
. Follow through on financial commitments to others.

. Follow through on financial goals you set for yourself.

= Propensityto plan
» Consult budget to see how much money you have left.
~Actively consider the steps you need to take to stick to budget.
. Set financial goals for what you want to achieve with your money.
. Prepare aclear plan of action with detailed steps to achieve financial
goals.

= Savings habit
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Implications for financial education practice

Steps to help consumers improve their financial skill and financial

behaviors:

1. Build financial skill

2. Provide financial information at “teachable moments” to support
development of financial skill and financial knowledge:

3. Don’toverlook the skill of implementing and sticking to a plan

4. Provide opportunities to practice to build skills and financial

confidence
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See Report Effective financial education: Five
principles and how to use them

Lays out five evidence-based principles and related strategies that can
support financial educators in designing and delivering programs that
support consumers in taking action toward their goals:

(1) Know the individuals and families to be served,

(2) Provide actionable, relevant, and timely information,
(3) Improve key financial skills,

(4) Build on motivation, and

(5) Make it easy to make good decisions and to follow through on
them.

consumerfinance.gov/data-research/research-reports/effective-
financial-education-five-principles-and-how-use-them/
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Resources



Financial Well-Being reports

Financial well-being:
The goal of financial

education

Measuring financial
well-being

A guide to using the CFPB Financial Well-Being Scale

Financial well-being in
America

Auguet 2018

Pathways to financial
well-being: the role of
financial capability

Research Brief

Measuring financial skill

A guide to using e Bureau of Consumer Financial Probsction
Financial kil Scale.




Find out your financial well-being

Interactive tool that allows consumers to:
« Answer the questions and get their score
* Find steps they can take to improve their financial well-being

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

consumerfinance.gov/financial-well-being
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Financlal Skill Scale Resources

User Guide

Measuring financial sKill

A guide bs using S Buresu of Consumer Financlal Protsction
Finamcial Sl Scale

Scoring Materials

FIRAMICIAL SKILL SCALE

Cuestionnaire

Part 1: How wel doas this statement describae you or your situation?

T hin tbarnant cheacritast res Motar sl Vg Bitle  Somewhat  Verysel Compledy
1. | know howic maks covpiasfrascsl decmoas O [u] m] m] m]
201w ek 1z riaks e sl Seoiake

T e o T i o o = o o
A | ko e ia gar rrpse o dolioe thesagh

v o Bekreiad IrgmnTia L o a m} m] m]
A | e abie 12 PRCOQADE b good

ranciel BT o o o o o
5| ke Bt . Pyl Froan apeanching,

o ach o o
| v w12 Pkl PR i [n] [m] [n] [m]
T. | incw whesm 0 And the edvion | need ro e u] [m] u] [m] o

detErs el ng MoaEy

Part 2: Hivw aften doss this statamsnt apply o you?

Thin mtatsment sopbes 10 s [T Earaly Somaimss  Often  Alwsa
B | lenow wihen | 32 rof bive sngh inlarmanon

S S S u} u] o a a
A | i i | reteid o ik g ey o o =] o o
1Ll mreggis o snsenmas frascal torrarce, [ o [a] ] =]

Part 3z Tall us about yoursslf.

1. o ] o o ? Oiesr Ows

137 v i s i ok O | e s [ .

P sl e | JUME 3290

consumerfinance.gov/financial-skill-scale
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Resources on building financial skills

Comparing auto loans worksheet

@ CFPB AUTO LOAN SHOPPING SHEET
Comparing auto loans

Directions: Bring thiz shest with you to show you ars sericuz about gstring the best
loan. The factors you can negotiate are indicated with an icon [+]

Goal-focused budgeting worksheet

Determine your upfront costs Example Chaice 1 Chaics 2
. Price of the vehicle € £20,000
E. Additional features, services or add-ons €3 + 5300 | + +
These are optional and will increase the total cost
of the loan.
C. Taxes, title and non-negotiable fees +  §1400|+ +

State and local taxes, and title fees.

. Negotiable fees 3 + 3100 | + -
*ou can negotizte fees such as delivery charges,
origination fees, document fees, and preparation fees.

E. Cost of the vehicle before imterest (add rows 4, 5 C& D) = F21800| = -

Calculate how much you will need to borrow

F. Dawn payment £ $3,000
A larger down payment will lower the total cost
of your loan.
G. Trade-in v:luea if you alraady hawe a vehicle] $3.000
A higher trade-in value will lower the total cost
of your loan.
H. Total amount to finance (subtract rows F & G fromrow E) | =  $15800 | = =

|
c‘-' Conzumer Financial
" Prote cion Bureau Finish findiing the total cost on page 2 @

FINANCIAL PLANNING WORKSHEET

MY NEW MONEY GOAL

Sometimes we set new goalg have You wouldn't start a road trip without mapping
.. L it cutfirst, and tha same is trus with your
changes in income, or switch priorities financas. This guide will halp you gain a clesr

. - . . . firacn vox A
in our lives. Making a plan is the easiest vl GTARATE AT MEnay goas o 50 ey
can mors sasiy dacide where you want itto

way to navigate these changes. 5o in tha futurs,

These are = goalsasef T
WO NAME MM DD YYYY

o What iz my new monsy goal?

1 B by p A Kaags this b avinibila s, Mo o pour
i sy ck te raming
GOAL AMOUNT MM/ DD 7YY vou af your naw maray gosl]
because | want to sawve for
WHAT ARE YOU SAWING FOR?

o What am | zaving now?

List your savings geals in the spaces balow. Include some  you'l need to reach your goals. After camplating the
monay far retiremaent and rainy days. Try to giva sach incoma, savings, and expanses secticns on the pages
oal a dallar smaunt and sat 2 target for whan you'd like  that foliow, write down haw much you plan fo comm
t2 reach aach goal. Than write down the manthly amount  this manth.

This month's
Briarity Goal Total needed  Monthsto gosl  Monthly amaunt el

Emargancy savings

Ratiramant

My naw gaal

Crthar:

Other:

Orthar:




Resources on financial confidence

Financial coaching resources Financial rules to live by worksheets

My credit spending rule to live by

“Use cash when it's|

My spending rule to live by

Implementing financial
coaching: Implications for i o e i | |
practitioners sl iod - My savings rule to live by

en decide on faiir own persndl rile o five b thed
stustion. Give yourself smple guicelines for maneg)
todsY's wents.

men  “Use the 50/20/30 rule to manage Tl I
ruls of thumb 50 percent of your take-home pay
20 percent to savings and debt pa;

more than 30 percent to your wan!

Acommon "Save 10 percent of your income.”

b eranay rulas fo Ees by Instructions: Use this werksheat o craste jour onm o rule F thumb  Coneumars have told us thafthey somatimes find commen financial s
help jeu mestyeur caving: geale. Breaking your goal afthumb—Ye . "
vall ke you Form faeling overuheimed Wheing ool P
1 ich more el o seickea e o fre
rhange i foem e e e o gt usraey Continue to the meryon
e 3 D iy Sl e s M di | li b
o - y credit rule to live by
L T AT — About money rules to live by feel sboutrile: of thu] Lt
2t sbout Finanzia relp you
Nt bk lane mrkers o highome, Yol money  Voioe% 8501 Financial ——
- = mach . Y -
moving inthe right directon. You mighthave 27 51 PSS A common  “Check your credit report once a year.
tospeed some things Up, slow down others, About the CEPB rule o thumb  onsmars have 124 us that they sometimes find comman financial rules of
o shenge lanesfromime o e, bl o thumb-ike “check your cracit report nce a year*~hard ta apply ta their own
helo you ¥ cireumstances. Don't fesl dizcouraged, you can decide an your own personal
destnaticn (CFPE 21z carmury |

rule ta ive by that warks for your financial siuatin. You may knaw that you
an zet o free crach e -

‘conatimer finence markg
rules more sffactive, byl
endorcingthose e, o About money rules to live bl
‘conalimers to take mord

Thiz warkshest i part of  ceries thet facuses
] R o three commen rules e e By that may
- PR help Yol make good! finencial decision: in
Your e, The cther two werkshests sre on

‘companies onca evary 12 manths- £t did you know that you can request tha
rapres ot derant timas 15 monitor your erad ez thrsushout the year?

; Just like lane markars on a highway)

crediit reparts end seving. To read the reseerch rulez 1o fiva by are guidelines that i i by thar will
nd maing inthe ire<tion. You rf bl yous Broaking your:
- —— S + o0, dow clon] willkeap you from foaing averwhaimed Wiiting down your goal wil maka you

much mora likely ta stick fo it

‘or change langs from time to tims,
menay rules can help you raach yod
d

P Y ——
fpb e .

erics thi
‘on thraa common ks o five by
help you maks good francial dec
i#e. Tha othar twe werkshaats are
reports and spending To read the

About monsy rules to live by fanl about rules of thumb, rasd "Cansumar
Vieas sz Financial Rulas s Lve By" Visit

ust ik lane markars on a highway, yaur maney

rula 1o Iy inancisl-aducation

i emiso I i O -
27 DLt he eher consumers 15 sped same things b, slow down othars,
ar changa lanes from time ta time, but your About the CFPE
s e T

camsumar fnanes markats werk by making
ruls mora affactive, by consistently and fairly
ntorcing thess rules, and by smpowering
consumers to take more control ovar their

B bs -
[ Consumes Finndsl
" ctection Buresu This workshast is part of aseries that focuses
n three common rules to five by that may

The orhar tue werksheets ara on

emnamic e
spanding and saving. To read the rasearch

A 3 making

Eryly comvumer Foanau
[ =1 o preen s Laam mare at consumerfinance gav Tof2




Financial Well-Being: Reports and guides

Financial Well-Being Scale: User guides, guestionnaires, and scoring
materials

consumerfinance.gov/data-research/research-reports/financial-well-being-scale/

Financial well being: The goal of financial education
consumerfinance.qgov/data-research/research-reports/financial-well-being/

Financial Well-Being in America
consumerfinance.gov/data-research/research-reports/financial-well-being-america/

Resources for Financial Educators webpage:
consumerfinance.gov/adult-financial-education

To sign up for the CFPB Financial Education Exchange: CEFPB_FinEx@cfpb.gov



https://www.consumerfinance.gov/data-research/research-reports/financial-well-being-scale/
https://www.consumerfinance.gov/data-research/research-reports/financial-well-being/
http://www.consumerfinance.gov/adult-financial-education
mailto:CFPB_FinEx@cfpb.gov
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