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Executive summary

E1

Introduction

E2

This report presents findings from the third (2008) ANZ Survey of Adult Financial Literacy
in Australia’. The first survey, conducted in 2002, established a benchmark of the
community’s financial literacy while the surveys conducted in 2005, and now in 2008,
have been used to monitor the benchmark measures.

The three surveys provide a comprehensive set of data including both direct measures of
financial literacy and attitudinal and behavioural information useful in explaining and
understanding this concept. The three sets of data are the basis of this report.

In considering the results presented here, it should be kept in mind that the 2008 survey
took place against a background of financial market volatility, some high profile business
failures (including those of several property developers in 2006/07), rising interest rates
and increasing prices for oil and food. As a result, the economic situation in 2008 is
somewhat less favourable than for the earlier surveys.

Key Findings

E2.1

This executive summary focuses on research findings of particular interest rather than
providing an exhaustive coverage of all the survey results. Specifically, it discusses what
the research has to tell us about financial literacy (that is, its distribution within the
population as well as the behaviours and risks that are associated respectively with high
and low levels of financial literacy) and the changes that have occurred in both literacy
and related behaviours during the last six years.

What we have learned about financial literacy

Our surveys show that Australian adults generally are financially literate but there are
certain groups who face particular challenges as well as certain areas of money
management and products that are not as well understood as they should be.

E2.1.1 _The distribution of financial literacy within the population

Financial literacy is strongly associated with a person’s age, gender, education and socio-
economic characteristics.

* In the 2008 survey, a number of subgroups had mean financial literacy scores which
were significantly below the mean FLS? of 83.1 reported for the total 2008 sample
(note: these scores are not percentages and can exceed 100). These subgroups
included:

o People aged 18-24 years (mean FLS of 71.5) and people aged 70 years or over
(mean FLS of 63.3);

o Females (mean FLS of 80.5), particularly females aged 70 years or over (mean
FLS of 56.9);

o People whose formal education did not go beyond Year 10 secondary (mean FLS
of 70.7);

o Those living in the 20% of postal areas classified as having the highest levels of
relative socio-economic disadvantage3 (mean FLS of 75.5); and

o Reflecting this link to socio-economic disadvantage, mean scores were also lower
amongst the unemployed (mean FLS of 66.7), people currently working in lower
blue collar* occupations (mean FLS of 76.5), people whose main source of
income was a Government benefit or allowance (mean FLS of 67.2), and people
whose household income was less than $25,000 per annum (mean FLS of 68.1).

' A telephone survey of 3,500 randomly selected Australian adults between April 29 and June 6, 2008.

% FLS=Financial Literacy Score.

® According to the Australian Bureau of Statistics SEIFA index of Relative Socio-economic Disadvantage. See Section 2.3
for further discussion of this concept.

* Major groups 7 (Machinery Operators and Drivers) and 8 (Labourers) in the Australian Bureau of Statistics Australian
and New Zealand Standard Classification of Occupations (ANZSCOQO). ABS Catalogue No 1221.0.
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o Those who speak a language other than English at home (mean FLS of 77.9);
and

o Those of Aboriginal or Torres Strait Islander descent (mean FLS of 63.9),
although this result is based on a relatively small number of interviews® and
should be treated with caution.

* Conversely, the mean financial literacy score was significantly higher than that of the
total sample for:

o People aged 35-59 years (mean FLS of 89.8);
o Males (mean FLS of 85.9);
o People who had completed a university degree (mean FLS of 92.7);

o People living in the 20% of postal areas classified as having the least relative
socio-economic disadvantage (mean FLS of 87.6); and

o Reflecting this, people currently working in upper white collar® occupations (mean
FLS of 94.5) and people whose annual household income was at least $150,000
per annum (mean FLS of 97.3).

These results point to a strong association between financial literacy and
demographic/socio-economic characteristics. However, this does not necessarily imply
that all members of a particular population subgroup have low (or high) levels of financial
literacy.

For example, as discussed above the mean financial literacy score for people with
household incomes below $25,000 (68.1) was lower than that of the total sample.
Nevertheless, 19% of people from this low income group had financial literacy scores that
placed them in the top 40% of the population and 7% had scores that fell in the top 20%.
So although a large proportion of those with household incomes below $25,000 did have
relatively low financial literacy scores (62% had scores in the lowest 40%) this was not
true for all members of this group. Conversely, 6% of those with household incomes of
$150,000 plus had financial literacy scores that fell in the lowest 20% of all scores.

To further assist with understanding the relative levels of financial literacy of different
groups within the population, mean Financial Literacy Scores were used to assign survey
respondents to bands of 20% of the population referred to as ‘quintiles’. Respondents in
Quintile 1 have the lowest FLS and those in Quintile 5 the highest.

E2.1.2 Behaviours associated with high levels of financial literacy

There were behavioural differences between those whose financial literacy score was in
the top 20% of the population (quintile five) and those whose score fell in the lowest 20%
(quintile one). In looking at these, it should be kept in mind that socio-economic factors
(such as those described in E2.1.1) can influence a person’s need for some of the
services and information sources discussed below. For example, those with household
incomes below $25,000 per annum would, prima facie, be less likely to need the services
of a financial planner than those with household incomes of $150,000 or more. With that
in mind, we note the following differences between these two quintiles.

* People in quintile five were more likely to use various sources of financial information
and advice.

o 81% of those in quintile five had used information sources such as financial
publications, financial web-sites and seminars (versus 38% of quintile one); and

o 80% had obtained advice from a financial management or planning specialist like
an accountant, tax specialist or financial planner (versus 43% of quintile one).

® Sample size, n=54
® ANZSCO Major groups 1 (Managers) and 2 (Professionals).

The Social Research Centre
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* People in quintile five were more likely to compare alternatives when obtaining
financial products and services by:

o Shopping around when looking for a new insurance policy (87% versus 56% of
quintile one), mortgage (80% versus 59% of quintile one) or everyday banking
account (77% versus 49% of quintile one);

o Using ratings agencies to compare financial products (35% versus 12% of quintile
one); and

o Using on-line calculators to compare financial products (48% versus 15% of
quintile one).

e Their transacting behaviour placed greater emphasis on convenience and fee
minimisation.

o For their transacting, members of quintile five were more likely to use the
convenient and lower cost electronic options such as internet banking (70%
versus 26% of quintile one) and BPay (70% versus 31%).

o They were also more likely to have taken specific steps to minimise the fees
associated with their everyday banking (91% versus 68% of quintile one).

e  Members of quintile five’ were more likely to control their exposure to risk with
building insurance on their home (88% versus 70% of quintile one) and by insuring
the contents of their home (88% versus 60%).

e Those in quintile five also showed greater awareness of investment risk. They were
more likely to say they would avoid an investment advertised as having “a return well
above market rates with no risk” (87% versus 28% of quintile one) and those who
have investments were more likely to consider diversification of their investment funds
to be “very important” (65% versus 36% of quintile one).

E2.1.3 Risks associated with low levels of financial literacy

Most (79%) members of quintile one had sole (60%) or joint (19%) responsibility for the
financial management of their household. In these circumstances, limited knowledge and
understanding of financial issues has the potential to deliver negative financial outcomes
for these households.

With that in mind, we note that members of quintile one performed at a relatively low level
on several important aspects of financial knowledge and behaviour.

Compared to the total sample, members of quintile one were less aware of the following
rights and responsibilities applicable to users of financial products and services.

e The requirement for accurate and honest disclosure.

o Only 17% of insurance holders in quintile one knew an insurance company can
refuse a claim if questions relevant to the loss are not answered accurately when
taking out or renewing the policy (versus 54% of all insurance holders).

* The responsibility for repayment of consumer debt and the consequences for a
person’s credit rating if repayments are late.

o Only 35% of credit card holders in quintile one knew the primary card holder is
responsible for all debt on the card (versus 77% of all credit card holders);

o 52% of loan holders in quintile one knew that both parties are responsible for the
full repayment of a jointly held loan (versus 83% of all loan holders); and

o 38% of all quintile one members knew that being more than 60 days late with the
minimum payment on a credit card is likely to give someone a bad credit rating
(versus 59% of the total sample).

" Bases for the incidence of insurance are those respondents for whom each type of insurance is appropriate. For
example, those who own or are purchasing their home or who are renting are the base for reporting the incidence of
contents insurance.

The Social Research Centre
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E2.2

* The responsibility to keep personal banking details secure.

o 67% of quintile one knew that responsibility for any loss rests solely with the card-
holder if the card and PIN have been kept together in a stolen wallet (compared
with 87% of the total sample).

* Members of quintile one were also less confident they knew how to make an effective
complaint about a bank or other financial institution if something does go wrong - 50%
of quintile one were confident they knew how to do this versus 63% of the total
sample.

As discussed earlier (see Section E2.1.2), when compared with those exhibiting relatively
high levels of financial literacy, members of quintile one were less likely to engage in
financial behaviours which had the potential to make their banking less expensive and
more efficient. Members of quintile one were also:

* More likely to be at risk of loss due to their relatively lower use of insurance; and

e Less likely to obtain financial information from financial publications, the internet,
seminars or advice from accountants, tax specialists or financial planners although, as
mentioned earlier, socio-economic factors may limit the need to use these information
sources.

Other issues of interest including changes since 2002

This section looks at other aspects of financial literacy and related behaviours that were of
particular interest. Where appropriate, changes that have occurred since 2002 or 2005°
are noted. Consideration is given to community attitudes towards saving, awareness of
consumer rights and responsibilities, investing and superannuation, comparison shopping
for financial products and services, the growth in electronic banking and people’s
management of borrowing and debt.

E2.2.1 Attitudes

Attitudinal changes were evident in two areas:

* In 2008 more people said they try to save on a regular basis (up from 67% in 2002 to
72% in 2008).

e Secondly, more under 65’s strongly disagreed with the view that “superannuation and
retirement savings and planning don’t matter much because the Government will
make up any gap” (up from 49% in 2005 to 57% in 2008). Ongoing publicity on
ageing of the Australian population reducing the number of workers available to
support retirees and perhaps the changes designed to enhance the attractiveness of
superannuation and the longevity of retirees’ superannuation savings may be playing
a role here.

E2.2.2 Consumers’ rights and responsibilities

* Consumers showed relatively high awareness of their rights.

o Two-thirds (67%) were very clear about their rights if they have a problem with a
financial institution. This figure has not changed significantly since the 2005
survey when it was 68%.

o Most respondents nominated an industry ombudsman (36%) or Government
organisation like Consumer Affairs or ASIC (26%) as the place they would go if
they experienced difficulties that could not be resolved with the provider of a
financial product or service.

o In 2008, more respondents were confident they knew how to make an effective
complaint against a bank or financial institution (up from 59% very or fairly
confident in 2002 to 63% in 2008).

* There was also greater awareness of several consumer responsibilities.

o More insurance holders were aware of their obligation for accurate disclosure of
relevant information when taking out an insurance policy — 54% knew an insurer

& A number of measures were used for the first time in 2005
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could refuse a claim if questions relevant to a loss were not answered accurately
when the policy was taken out, up 3 percentage points on the 2005 result of 51%.

o More credit card holders were aware that the primary cardholder has sole
responsibility for any debt incurred on their credit card, up from 74% in 2002 to
77% in 2008.

E2.2.3 Investing and superannuation

The 2008 survey showed a somewhat mixed picture with respect to investing and
superannuation. There were some improvements but there were also some areas that
may require attention. Points of interest included the following.

There were improvements in people’s understanding of some investment
fundamentals.

o Compared to 2002, more people said they would not invest in “an investment
advertised as having a return well above market rates and no risk”, up from 46%
in 2002 to 52% in 2008; and

o More people understood that “short term fluctuations in market value can be
expected, even with good investments”, up from 63% to 67% during this period.

On a less positive note:

o The proportion of investors who considered diversification of investments to be
very important has remained unchanged over the last 6 years - 50% in 2008
compared with 51% in 2002.

o Of those who have used a financial planner, around one in three (35%) did not
consider the possibility of a conflict of interest influencing the advice they
received.

There was reported improvement in understanding of superannuation fund
statements but a significant proportion of people said they did not read their
statements. Awareness of some advantages and risks of superannuation remained at
a relatively low level.

o Of those superannuation fund members who said they received annual
statements from their fund, 31% found them difficult to understand. This was 5
percentage points lower than in 2002.

Despite this improvement however, one in four (25%) fund members still say they
don’t receive or don’t read their superannuation fund statements (versus 24% in
2005). Reasons for not reading superannuation fund statements were lack of
interest (36% “couldn’t be bothered”) or because they were considered too
difficult to understand (23%).

o There was relatively low awareness of the tax advantages of superannuation -
only 58% of employed fund members under 65 years of age thought
superannuation is taxed at a lower rate than other investments, relatively
unchanged from the 56% who thought this was the case in 2005.

o Lack of awareness of things which result in under-performance of superannuation
and managed investments has remained relatively high - 42% of employed fund
members less than 65 years of age were unable to nominate anything that has
this effect on fund performance, the same result as in the 2005 survey.

E2.2.4 Comparison shopping

In 2008, there was less comparison shopping for some products.

73% had shopped around when arranging a mortgage, down 9 percentage points on
the 82% who said they had done this in 2002. This decline appears to be at least
partly explained by increased use of mortgage brokers who may be seen by the
consumer as doing their shopping for them (39% of mortgage holders had used a
mortgage broker to arrange their loan in 2008). In 2008, 26% of respondents
mentioned “going with the advice of a broker/financial expert’ as their reason for not
shopping around up from 16% in 2005.
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E2.3

e There was also less shopping around for insurance - 81% in 2002 compared with
75% in 2008. It may be that increased use of direct debit premium payment has
made the process of switching providers a little more complex and as a result has
encouraged some consumers to remain with their current provider when their policy is
due for renewal. The presence of an existing relationship was the reason given most
often for not shopping around for insurance (49%).

E2.2.5 Growth in use of electronic transaction channels

Since 2002, there has been substantial growth in the use of electronic channels for
banking transactions.

* The greatest increase has occurred in the use of internet banking which has risen
from 28% in 2002 to 51% in 2008.

* Increases are also evident in the use of BPay (up from 36% in 2002 to 52% in 2008),
direct debit (up from 50% to 64%), EFTPOS (up from 71% to 76%) and ATM’s (up
from 73% to 80%).

While use of Internet banking has increased, the proportion of internet users aware of
risks associated with internet banking has remained unchanged since 2005 (at 22%)
although there is new awareness of the threat posed by identity theft.

E2.2.6 Borrowing and debt

Several measures were taken of people’s comfort with their current debt position. These
were not financial literacy measures but were first asked in 2005 to provide quantitative
background for the qualitative study “Understanding Personal Debt and Financial Difficulty
in Australia”.

Overall, there has been little change since 2005 in people’s comfort with their current level
of debt.

* In both 2008 and 2005, 72% of respondents said they were very or fairly comfortable
with their current debt while 18% (versus 17% in 2005) were somewhat or very
uncomfortable.

As might be expected, those with significant mortgage commitments relative to their
household income were the most likely to be experiencing some discomfort. Of those
with mortgages of $300,000 or more and annual household incomes of $100,000 or
less, 34% were “uncomfortable” with their current debt. This figure rose to 44%
amongst those with mortgage outstandings of this level and annual household
incomes of $65,000 or less.

In the event of another interest rate increase, the majority of mortgage holders felt they
could meet the higher repayments - 44% “without too many problems” while 30% felt they
would have to cut back other expenditure to do so. Eight percent felt they would “really
struggle” and 1% felt they would be unable to make the repayments and would be at risk
of defaulting on their loan. Couples with children and an annual household income of
$65,000 or less were the most likely to feel they would either really struggle or be unable
to make the higher repayments (24%).

Concluding remarks

From the commencement of this research program in 2002, it has been acknowledged
that raising the community’s levels of financial literacy is a long-term process and that it
would be unrealistic to expect major changes in the short-term. This view is supported by
the research findings. Policy focus needs to remain on those groups and areas identified
in the research as requiring attention. For example, the research findings suggest that
such areas as understanding of risk management, investment and superannuation are still
of concern and that there continue to be some groups within the community who are more
likely than others to experience difficulties in their financial dealings.

Future surveys could usefully focus on behaviour and the extent to which money
management skills and knowledge translate into behaviour.

® That is, very or somewhat uncomfortable.
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In 2009 ANZ will release research that takes a behavioural approach to understanding the
success of the matched savings account SaverPlus in promoting ongoing savings
behaviour. Tracking studies by RMIT™ have shown that up to three years after
participating in the Saver Plus program, 70% of participants continue to save at or above
the levels they did while on the program and attribute that in some part to Saver Plus.

' Russell R., Harlim J. and Brooks R. (2008), Saver Plus 2008 follow-up survey results.
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Section1 Introduction to the Report

1.1

1.2

1.3

Background

Financial literacy refers to the ability to make informed judgements and to take effective
decisions regarding the use and management of money'".

Financial literacy is regarded as an important requirement for functioning effectively in
modern society and trends in retirement income policies, work patterns and demography
suggest its importance can only increase in the years ahead. Raising financial literacy
supports social inclusion and enhances the wellbeing of the community.

ANZ'’s first national survey, conducted in 2002 and published in 2003, established a
benchmark for ongoing measurement of financial literacy across the Australian population.
A follow-up survey was conducted in 2005 to monitor the state of adult financial literacy in
Australia three years on from the first survey.

In the period following the initial survey there was significant activity in Australia with the
establishment of the Financial Literacy Foundation in 2005 by the Australian Government.
The Foundation commissioned further research into financial literacy with the report
(Australians understanding their money) published in 2007. From 1 July 2008, the
Australian Securities and Investments Commission (ASIC) assumed responsibility for the
functions previously undertaken by the Financial Literacy Foundation.

In this context of a growing profile of financial literacy and financial capability, ANZ has
undertaken the third ANZ Survey of Adult Financial Literacy in Australia.

Context of the survey

In considering the results presented in this report, it should be kept in mind that the 2008
survey took place against a background of volatility in financial markets following the
emergence of problems in the US sub-prime mortgage market in mid-2007. Share markets
have experienced volatility and difficulties have been experienced by brokers such as
Tricom, Lift and Opes Prime and organisations like Centro, Allco and ABC Childcare. In
addition, 2006/2007 saw significant loss of investors’ funds in the high profile failures of
property developers Westpoint, Fincorp and Australian Capital Reserve.

Interest rates have risen and prices for fuel and food increased during the survey period,
reflecting global rises in prices for oil and food commodities. Consumer confidence as
measured by the Westpac-Melbourne Institute Index of Consumer Sentiment was declining
during the survey period, falling to a 16 year low in June 2008.

While some difficulties were evident around the time of fieldwork for the 2005 survey (for
example an interest rate increase of 0.25% just before fieldwork commenced in March
2005), the situation in 2008 appears somewhat less benign than it did for the earlier
surveys.

Research objectives
The broad objectives of the 2008 study were:

= To monitor how levels of financial literacy have changed since the benchmark study
of 2002-03, and the second study conducted in 2005;

= To continue to inform public policy, particularly as it relates to low financial literacy
segments, to encourage continued focus on the area and to stimulate further
debate; and

= To provide a valuable information resource which will assist with the development
of strategies to improve financial literacy in the community.

" Schagen, S “The Evaluation of NatWest Face 2 Face with Finance”, NFER, 1997.

The Social Research Centre



ANZ Survey of Adult Financial Literacy in Australia (2008) 2

1.4 Research design

This study was a repeat measure of the 2002 and 2005 surveys and, given that
comparative measures were required, the research methodology was kept as consistent as
possible. With that in mind, key elements of the 2008 survey included the following:

Data collection was by telephone interview and was conducted between April 29
and June 6, 2008.

The questionnaire12 was very similar to that used in 2005 apart from the addition of
a few questions to address new issues such as reverse equity loans, the increased
use of mortgage brokers and further changes to superannuation and the deletion of
several 2005 questions to allow for their inclusion. The questionnaire length
remained at an average of 28 minutes.

As in both the previous surveys, core questions were asked of all respondents
while other questions were only asked of particular subgroups. Knowledge was
tested against an individual’'s needs and circumstances rather than the entire array
of financial products and services, some of which they would neither use nor need.
To make sure no individual respondent was exposed to an excessively long
interview, a number of questions which would have been appropriate to ask of all
eligible respondents, were in fact only asked of a randomly selected subgroup. For
example, many of the questions about financial planners were asked of 50% of
eligible respondents. Sample size was sufficiently large to enable this to occur
while still obtaining statistically robust results.

The target population for the survey was all Australians aged 18 years or over who
were accessible by fixed-line telephone. Where more than one eligible person lived
in a contacted household, a random selection procedure13 was used to select the
survey respondent.

The sample was stratified by capital city/regional area in each state and territory.
The number of interviews conducted in each stratum was proportional to the adult
population resident in that location. The geographic breakdown of the final sample
was as shown in Table 1.4a.

Table 1.4a Sample distribution by geographic location
Proportion of

Capital Total Total

Location City Regional [ Interviews | Interviews
n n n %

NewSouthWales...................... E 730 423 E 1153 33%
VICtOia . . ..o E 644 233 E 877 25%
Queensland ...................... ... : 309 370 679 19%
South Australia ........................ ' 201 7 212 8%
Western Australia .. .................... ; 252 94 ' 346 10%
Tasmania .............. ... E 36 48 E 84 2%
Australian Capital Territory (ACT) ......... : 58 5 1 58 2%
Northern Territory .. .................... ) 18 13 E 31 1%
Total interviews (n) .................... ; 2248 1252 -E 3500 100%
Proportion of total interviews (%) ........ ! 64% 36% E 100%

A post-weighting procedure was used to align the survey data with the Australian
Bureau of Statistics Census distribution of the population by age, sex and location.

"2 See Appendix One.
'3 The next person in the household to have a birthday.
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1.5

1.6

Steering Committee

As with the previous studies, the 2008 survey was managed by a Steering Committee. The
Committee comprised representatives of ANZ, the Australian Securities and Investments
Commission and the Consumer Action Law Centre.

Structure of the report

The remainder of this report is divided into nine sections. Each section begins with a
summary of key findings which is followed by the detailed results including data tables,
graphs and associated commentary. The broad topic areas covered in these sections are
as follows:

= Section 2 explains the definition of financial literacy as used in this research, the
distribution of financial literacy across the population and its relationship to financial
behaviour and the ownership of financial products;

= Section 3 examines people’s use and understanding of methods of paying for
goods and services;

= Section 4 reports on people’s money management, budgeting and financial
planning behaviour;

= Sections 5, 6, 7 and 8 report on the use, understanding and acquisition of financial
products and services including transaction accounts, loans and credit cards,
savings accounts, investments, superannuation, retirement income products,
financial planners and insurance;

= Section 9 examines consumers’ understanding of their rights and responsibilities;
and

= Section 10 looks at consumers’ use and understanding of the internet in banking
and finance related matters.

Not all of the questions used in the survey (and reported in this document) relate directly to
financial literacy. There is also a comprehensive set of attitudinal and behavioural
information which is useful in the explanation and understanding of this concept.

Statistical testing of results

As the results presented in this report are based on sample data rather than a census of the
total population, some variation between the results from the three surveys (and between
subgroups within each survey since they too are samples of larger populations) will occur
by chance. To help decide whether differences are meaningful (that is, whether they
represent genuine changes or differences rather than just random variation), testing of the
statistical significance of these differences has been carried out. Results are only reported
as changed or different if a statistically significant difference exists at the 95% level of
confidence.
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Section 2

21

Financial Literacy

Introduction and key findings

This chapter discusses the definition of financial literacy that has been used in this study
and then examines its distribution across demographic, geographic and socio-economic
groupings of the adult Australian population. It also examines the relationship between
financial literacy and financial behaviour as well as that between financial literacy and
ownership of various financial products.

Key findings

Definition of financial literacy

Financial literacy was defined as the ability to make informed judgements and to
take effective decisions regarding the use and management of money.

For this research, the above definition was operationalised through a subset of
survey questions drawn from the areas of numeracy, financial understanding and
competence and financial responsibility. These questions were used to calculate
an average financial literacy score (FLS) for each respondent'. The total sample
was then divided into quintiles based on these scores. The mean FLS for the total
sample was 83.1. (Note: these scores are not percentages).

Distribution of financial literacy in the community

The demographic characteristics most strongly associated with financial literacy
included:

o Age — the mean FLS was lower than that of the total sample amongst those
aged 18-24 years (71.5) and those aged 70 years or over (63.3), particularly
females in the latter age group (56.9)

o Educational attainment — those whose education did not extend beyond Year
10 had lower FLSs (mean of 70.7) than those who had completed either a
university degree (92.7) or other post-secondary education (88.2). These
differences were still evident even when the analysis was controlled for age by
restricting the analysis to people aged 60 years or over. Amongst this older
group, the mean FLS for those with a university degree was 85.4, well above
the mean FLS of 64.8 for those who did not go beyond Year 10.

o Cultural and Linguistic Diversity - financial literacy scores were also lower than
those of the total sample amongst people who used a language other than
English at home (77.9) and amongst those from an ATSI background'” (63.9)

o Geographic location - compared to the total sample, those living in remote
locations’® had a lower mean score (75.6) than those people living in
Australia’s capital cities (83.4).

The socio-economic characteristics most strongly associated with financial
literacy included:

o Socio-economic disadvantage - those living in areas identified as having the
highest levels of relative socio-economic disadvantage according to the ABS
SEIFA classification exhibited below average financial literacy (mean FLS 75.5)
while those living in areas with the least relative disadvantage had average
literacy scores (mean FLS 87.6)

o Occupation — the unemployed (mean FLS 66.7) and those working in lower
blue collar occupations had lower financial literacy scores (mean FLS 76.5)
while those in upper white collar (managers and professionals) occupations
had higher scores (mean FLS 94.5)

" The maximum score achieved as 131.

'® Caution, small sample size n=54

'® According to the ABS ARIA classification - see definition in Section 2.3.
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o Household income — higher incomes were associated with higher scores (mean
FLS of 97.3 amongst those with annual household incomes of $150,000 or
more) while lower scores were found amongst those reporting lower incomes
(mean FLS of 68.3 amongst those with annual household incomes of $25,000
or less). Literacy scores were also lower amongst those whose main source of
income was a government benefit or payment (mean FLS 67.2).

o Savings and investments — those whose savings and investments had a total
reported value of less than $2,000 had relatively low scores (mean FLS 67.2)
while those with $500,000 or more had relatively high scores (mean FLS 97.7)

o Internet access — amongst 18-54 year olds, those with internet access had
higher financial literacy scores (mean FLS 86.2) than those who did not (mean
FLS 68.0).

Financial literacy and behaviour

Those in the top 20% of financial literacy scores (that is members of quintile five) were
significantly more likely than those in the lowest 20% scores (quintile one) to engage in
behaviours such as:

Reading finance related publications

Consulting financial advisers and specialists such as accountants, tax specialists
and financial planners

Using financial and consumer rating agencies to compare financial products
Taking steps to minimise everyday banking fees

Comparison shopping when looking for financial products like everyday bank
accounts, mortgages or insurance

Borrowing from mainstream financial institutions rather than from family or friends.

Financial literacy and ownership of financial products

Members of quintile five were significantly more likely than those in quintile one to have:

Deposit products such as a high interest savings accounts and term deposits

Investments including shares, managed funds, debentures, bonds, notes and
derivatives and investment property

A retirement income stream product such as an annuity or allocated pension

Loans and credit cards (with the exception of store cards and equity release
products), and

Most types of insurance including health insurance, life insurance, home and
contents insurance, income protection insurance and motor vehicle insurance
although a very high proportion of quintile one vehicle owners (93%) did have either
comprehensive or third party motor vehicle insurance.
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2.2 Defining financial literacy

Financial literacy is an important requirement for functioning effectively in modern society
with trends in retirement income policies, work patterns and demography suggesting its
importance can only increase in the years ahead. Raising financial literacy supports social
inclusion and enhances the general and economic wellbeing of the community.

High levels of financial literacy enable people to make informed and confident decisions on
all aspects of their budgeting, spending, saving and planning for the future as well as on
their use of financial products and services such as everyday banking, borrowing and
investing.

For the purposes of this research, financial literacy was defined as:

“The ability to make informed judgements and to take effective decisions regarding
the use and management of money”.

This definition draws on UK research'’ and has been used as the cornerstone of the three
Adult Financial Literacy in Australia surveys conducted in 2002, 2005 and now in 2008.

An operational definition of financial literacy

The above definition offers a broad conceptual view of financial literacy. However, it can
only be operationalised though the survey questions used to assess people’s knowledge
and decision-making on the management of their money.

With that in mind, an operational definition of financial literacy in the form of a framework
developed in the UK by the Adult Financial Literacy Advisory Group and adapted to the
Australian context'®, was used to guide the detailed design of the initial Adult Financial
Literacy in Australia Survey. This framework provided a detailed specification of the
components of financial literacy in the areas of numeracy, financial understanding and
competence and financial responsibility and these areas in turn formed the basis of the
questionnaires used in the 2002, 2005 and 2008 surveys.

This approach provides a comprehensive coverage of the various components of financial
literacy. However, a summary measure is needed to facilitate investigation of the ways in
which financial literacy varied across demographic and socio-economic subgroups of the
population.

To create this, each survey respondent’s financial literacy was summarised by calculating a
financial literacy score based on their responses to 26 of the survey questions. Points were
allocated (or deducted) according to the responses given and a total financial literacy score
was created for each respondent.

Several of the 26 questions were asked only of subgroups of survey respondents. For
example, only those people who had insurance were asked what factors they considered
when renewing an insurance policy. Consequently, some respondents could have received
a lower total score than others simply because they had answered fewer questions. To
overcome this difficulty an average financial literacy score was produced for each
respondent. This was calculated by dividing each respondent’s total financial literacy score
by the number of questions (out of the 26) they were asked.

The 26 measures used are summarised in Table 2.2a.

" Schagen, S “The Evaluation of NatWest Face 2 Face with Finance”, NFER, 1997 (this definition was adopted from UK
research with a view to international consistency).
'* See Appendix Two for a detailed description of this operational framework.
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Table 2.2a Variables used in creating summary financial literacy scores

Variables used to create summary financial literacy score

NUMERACY

Six questions used to test the basic mathematical operations of addition, subtraction, multiplication
and division and understanding of percentage

FINANCIAL UNDERSTANDING AND COMPETENCE

Attitudes to spending money and saving
Respondent's attitude to saving
Belief that the government will make up any shortfall in retirement savings/superannuation
Level of control over household and personal expenses

Understanding of risk and the relationship between risk and return
Reaction to investment offering " a retum well above market rates with no risk
Is the statement "an investment with a high retumn is likely to have higher than average risks"  true or false?
Understanding the importance of diversification when investing over a timeframe of 5 years or more
Understanding that fluctuations in market value occur even with good investments

Understanding the main features of basic financial services
Factors considered when FIRST taking out an insurance policy
Factors considered when RENEWING an insurance policy
Awareness of the responsibility for debt incurred on a credit card by a secondary card holder
Awareness of the responsibility for repayment of a jointly held loan

Understanding of superannuation
Awareness that employers are legally required to make super payments for their employees
Awareness that employees can make additional super payments to those of their employer
Awareness of the best indication of superannuation fund performance

FINANCIAL RESPONSIBILITY

Making appropriate life choices about financial issues
Understanding the importance of having a short-term financial plan
Understanding the importance of having a long-term financial plan

Understanding consumer rights and responsibilities
Awareness that an insurer can refuse a claim if relevant questions are not answered accurately

Awareness that consumers have a duty of honest disclosure when obtaining financial products or services
Awareness of responsibility for loss of money if PIN is kept with ATM/Bank card

Awareness providers of financial products and services have a legal duty to provide clear information to consumers
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All of these measures differentiated well between respondents of high and low levels of
financial literacy. A few of the questions did not differentiate especially well between people
in the top 40% of financial literacy scores. Nevertheless, these questions were retained in
the calculation because of the fundamental importance of the skills or knowledge they
measure to an individual’s financial literacy. Awareness that employers are legally required
to make superannuation payments for their employees was a measure that fell into this
category.

To facilitate reporting, the survey respondents were divided into quintiles (that is groups of
20% of the total sample) based on their average financial literacy score. The mean
financial literacy score for all respondents, as well as the mean scores for each quintile, are
shown in Figure 2.2a.

This graph shows that the mean financial literacy score for the total sample was 83.1 while
the mean scores for each quintile ranged from 40.5 for quintile one through to 116.5 for
quintile five. Statistically significant differences were evident between the mean scores of
each quintile.

Figure 2.2a Distribution of mean financial literacy scores by quintile
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2.3 The distribution of financial literacy within the population

We turn now to a review of the extent to which financial literacy varies within the Australian
population. This section begins by comparing financial literacy levels amongst
demographic and geographic subgroups of the population.

Financial literacy and demographic/geographic subgroups

Table 2.3a presents the mean financial literacy scores (FLSs) for selected demographic
subgroups and for the residents of different geographic areas.

= There are significant associations between age and financial literacy. Specifically,
financial literacy was well below the total sample average amongst those aged 70
years or over (mean FLS of 63.3 versus 83.1 for the total sample) and amongst
those aged 18-24 years (mean FLS of 71.5). By contrast the highest levels of
financial literacy were amongst those aged between 35 and 59 years of age.

Financial literacy was also higher amongst males than females (mean FLSs of 85.9
and 80.5 respectively). Further, analysis of age by gender showed that differences
between males and females were greatest amongst those respondents who were
aged 70 years or over - in this age group the mean FLS for males was 70.9 while
that for females was only 56.9.

In attempting to explain the lower scores seen amongst young people, it seems
feasible that this, to some degree, reflects their limited exposure to finance-related
life experiences. Once people have participated in such activities as purchasing
homes and motor vehicles and have been more closely involved in superannuation
and other investments, insurance and so on, the breadth and depth of their
financial understanding, and hence their financial literacy scores, might be
expected to increase. Similarly, the incidence of interaction with finance
professionals such as accountants and financial advisers, and the opportunity to
learn from this, tends to be limited amongst under 25’s.

Other points of interest in Table 2.3a include:

= Indications of an association between financial literacy and educational attainment
(mean FLS of 70.7 amongst those who did not go beyond Year 10 versus 92.7
amongst those who have completed a university degree). It is likely that age plays
some role in this association as older people are more likely to have left school at
the end of year 10. Nevertheless, even when the analysis is restricted to people
aged 60 years or over, financial literacy was still significantly higher amongst those
with a university degree (mean FLS 85.4) than it was amongst those who did not go
beyond Year 10 (mean FLS 64.8).

= Financial literacy scores were also lower than the total sample score amongst
those who use a language other than English at home (mean FLS 77.9), those with
an ATSI background' (mean FLS 63.9) and those living in areas classified as
‘remote” or “very remote” according to the Australian Standard Geographical
Classification remoteness structure based on Australian Bureau of Statistics ARIA?
values (FLS 75.6).

' Due to the relatively small sample size (n=54) this result should be treated with caution

% ARIA (Accessibility/Remoteness Index of Australia) is an ABS classification based on the premise that remoteness is a
factor of the relative distance one must travel to access a full range of services. ARIA measures the remoteness of a point
based on road distances to the nearest ABS defined Urban Centre. ARIA scores provide the basis for the Australian
Standard Geographical Classification remoteness structure. For examples see Appendix Three.
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Table 2.3a Financial literacy and demographic/geographic subgroups
Financial Literacy and demographic/ Financial Literacy and demographic/
geographic subgroups 2008 geographic subgroups 2008
Subgroup Subgroup
Mean FLS Mean FLS
Total Sample . ........... ... .. ... ... ...... : 83.1 TotalSample ....... ... .. ... . . : 83.1
Age grou| ; Highest level of education completed ;
Age group 1 1
1824 Y€arS . ..o o i " 715 Year10 orless . ....oooiiii i " 707
2534 YIS ..o\ o i\ 86.0 Year 1112 oo . 804
3544 YOATS - .ot | 90.9 | Trade/TAFE/Diploma ... ......ooiiiii . | 88.2
1 1
45-59years ... ... ! 89.1 University . ......... ... ... ... . . 1 92.7
1 1
B0-69years . ...... ... : 81.6 Language spoken at home :
TOYEArS OrOVEr . . o oo it ettt ; 633 English ... ... . .. . . 1 84.0
Age by Gender : Otherlanguage ................oieeeeeeoin.. V779
MalES . . oo e et 859 | ATSIbackground :
18-24years . ........ ... .. ... : 72.4 Yes : 63.9
1 1
25-34years ... : 88.0 NO : 83.4
3544 years .. ... ' 943 Geographic - place of residence :
45-59years ... ... : 91.0 Capitalcity ......... .. .. .. ] : 83.4
B0-BY YEAIS . . . vttt 1 84.0 Non-capital City . . . . ..o oo \ 825
TOYEArS OrOVEl . o o oottt e ,' 70.9 ARIA classification :
R i 805 | Majorcities ..., | 837
1 1
18-24years . ......... ... . ..., 1 70.4 Innerregional .......... ... ... .. L. ! 83.4
1 1
25-34years ... : 84.2 Outerregional ............. ... ... ... ........ : 80.8
35-44years .. ... g 87.5 Remote/Veryremoteareas . ................... y 75.6
1 1
45-59 yars ... ... | 873 :
B0-B9 YEAIS . . . o oot V795 '
TOYEArS OrOVEr . o o oottt e e e e 4' 56.9 :
1 1

Base: Total sample within each subgroup

Financial literacy and socio-economic subgroups

Table 2.3b examines variation in financial literacy across a number of socio-economic

measures.
amongst those who:

The figures shown indicate that financial literacy scores are typically higher

= Exhibit the least socio-economic disadvantage according to the Australian Bureau
of Statistics’ SEIFA Index of Relative Socio-economic Disadvantage®' - mean FLS
of 87.6 amongst those living in the least disadvantaged 20% of postcodes versus
75.5 amongst those from the 20% of postcodes classified as being the most socio-
economically disadvantaged,;

= Work in upper white collar (professional and managerial) occupations (mean FLS of

94.5);

= Report their main activity as paid employment and whose income is mainly derived
from salary, wages or from their own business;

= Report higher levels of household income and higher levels of savings and

investments; and

' ABS Socio-Economic Index for Areas (SEIFA) is a set of four indexes created from Census data that shows how
disadvantaged or advantaged each Census collection district is relative to all others (some cd’s are not assigned an index
value because of small populations or missing data). Disadvantage refers to an individual’s access to material and social
resources and their ability to participate in society relative to what is commonly accepted by the wider community. The
Index of Relative Socio-economic Disadvantage is used here. (see Information Paper An Introduction to Socio-Economic

Indexes for Areas (SEIFA) ABS Catalogue No. 2039.0 for a more detailed explanation and discussion).

have been allocated to quintiles based on their relative level of socio-economic disadvantage.

All postal areas
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= Who have access to the internet from their place of work or from their own home.
Separate analyses of internet access have been conducted for people aged 18 to
54 years and for those aged 55 years or over. This was done to control for the low
rates of internet use amongst older people. As older people also exhibit relatively
low levels of financial literacy, including them in the same analysis as younger
people has the potential to depress literacy scores amongst non-internet users.

Table 2.3b

Financial literacy and socio-economic subgroups

Financial Literacy and socio-economic
subgroups

Total Sample
SEIFA classificaton (Index of Relative Socio- '
economic Disadvantage) 1

SEIFA group 1 (greatest disadvantage) :

SEIFA group 2

SEIFAQGrOUP 3 .ottt e ! y

SEIFAGIOUP 4 ..o e ) !

SEIFA group 5 (least disadvantage)

Current occupation type
Upper white collar

Middle/lower white collar
Upper blue collar
Lower blue collar
Current main activity \
Paid work
Home duties
Student
Retired
Unemployed ..........oiiii e 1

Main source of income !
Salary, wages or business income
Goverment benefit or payment

Retired, government benefit
Retired, other source ofincome ......................... !

2008
Subgroup
Mean FLS

83.1

755
80.7
84.9
829
876

94.5
871
83.6
76.5

89.8
76.7
736
726
66.7

88.9
67.2

66.0
81.8

Financial Literacy and socio-economic
subgroups

Total Sample

Gross annual household income
Lessthan $25,000 .........ooniriiiiniii i
$25,000-$57,999
$58,000 -$79,999
$80,000 -$99,999
$100,000 -$149,999
$150,000 or more

Estimated value of all savings and investments
Less than $2,000
$2,000-$19,999
$20,000-$99,999
$100,000-$499,999
$500,000 or more

Internet access

Respondents aged 18-54 years
Accessinternet atall

Don'tuse internet

Respondents aged 55 years and over

Access internet atall

Don'tuse internet

2008
Subgroup
Mean FLS

83.1

68.1
771
89.5
90.1
921
97.3

67.2
80.7
87.3
929
97.7

86.2
68.0

88.7
62.7

Base: Total sample within each subgroup

Financial literacy scores were lower amongst the unemployed (66.7), those whose main
source of income was a government benefit or payment (67.2), those with less than $2,000
in savings and investments (67.2), those with household incomes of less than $25,000 per
annum (68.1), those from areas exhibiting the greatest socio-economic disadvantage
(SEIFA group 1 - 75.5) and those who do not use the internet.

A cautionary note

It should be noted that the preceding discussion focuses on biases towards high or low

levels of financial literacy within subgroups.

particular subgroup have a high (or low) level of financial literacy.

It does not imply that all members of a

For example, on average those with household incomes below $25,000 had lower financial
literacy scores (mean FLS of 68.1) than those with household incomes of $150,000 or more

(mean FLS 97.3).

Nevertheless, 19% of people with household incomes below $25,000

had financial literacy scores which were in the top 40% of the population and 7% had
scores in the top 20%. So, although a large proportion of those with household incomes
below $25,000 did have relatively low financial literacy scores (62% had scores in the
lowest 40%) this is not true for all members of this low household income group.

Conversely, 6% of those with household incomes of $150,000 or more had financial literacy
scores which fell in the lowest 20% of the population.
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2.4 Financial literacy and behaviour

This section of the report describes some of the key behavioural differences between
respondents with relatively high (quintile five) and those with relatively low (quintile one)
financial literacy. Table 2.4a compares the use of various sources of financial information
and advice by these two quintiles. In looking at the results, it should be kept in mind that
socio-economic factors can influence a person’s need for financial services and information.
For example, those with household incomes below $25,000 per annum would perhaps be
less likely to need the services of a financial planner than those with household incomes of
$150,000 or more. With that in mind, we note the following:

= Members of quintile five were significantly more likely than those in quintile one to
have read such financial publications as the financial sections of newspapers and
magazines (63% versus 22%), books and other publications dealing with financial
matters (44% versus 13%) and finance industry publications (44% versus 13%).

They were also more likely to have visited financial websites (46% versus 12%)
and to have attended seminars on financial topics (23% versus 8%).

Table 2.4a Financial literacy and use of advisory/information sources
Literacy Quintile
Financial Literacy and BEHAVIOUR sz::IIe ng:te:le Qt::I::Ie
% % %
Self-education I I
Base: Total Sample E (n=3,500) E (n=690) (n=676)

Publications/Seminars used in last 5 yrs ! !

ANYOfthese .............ccoiiiiiiiiaiaiaen .. : 60 : 38 81
Financial sections - newspapers/magazines ............ : 42 : 22 63
Books/other financial publications ..................... E 26 E 13 44
Internetfinance sites ............. ... .. .. ! 27 i 12 46
Finance industry publications .. ....................... ! 27 ! 13 44
Government finance publications .. .................... y 23 ) 12 34
Community organisation publications . ................. y 12 y 10 16
SEMINAIS ...ttt et e : 15 : 8 23

Financial advisers/specialists used : :

Used any of these sourcesofadvice ...................! E 85 E 73 93
Used a financial management/planning specialist. . . . . ... ! 64 ; 43 80

Anaccountant ....... ... ... ! 45 ) 29 63
Taxspecialist ............ ... .. ... L. | 26 ' 16 32
Financial planner/adviser . ........................ ' 34 ' 21 50
Amortgage broker .......... ... : 18 : 7 25
Aninsurance broker ............. i : 12 | 5 19
AStock broKer ... .10 5 14
Bank manager/femployee ............. ... ... ... ! 39 i 30 45
Family/fiends . ...... ... ... ! 47 ' 39 53
Centrelink financial information service officers .......... ' 11 ) 16 7
Use of ratings agencies/organisations E E
Base: Total Sample ! (n=1,205) ! (n=238) (n=237)

Eitherofthese ................ccooiiiiiiiieeaniiinn. ' 23 } 12 35
Financial products ratingagency ......................\ y 6 : 3 15
An organisation like the Australian Consumers' : :

Association or their magazine " Choice" .............. E 19 E 11 24
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= Members of quintile five were also significantly more likely than members of quintile
one to have obtained financial advice from various people, particularly specialists in
financial management and planning such as accountants (63% versus 29%), tax
specialists (32% versus 16%) and financial planners/advisers (50% versus 21%).
The only source of advice members of quintile one were more likely to have used
was a Centrelink financial information service officer (16% versus 7% of quintile
five).

= Quintile five members were also more likely to have used product rating agencies
and organisations than were members of quintile one (35% versus 12%).

Table 2.4b compares quintiles one and five on several other financial behaviours which
might be expected to show some association with financial literacy. From this table it can
be seen that members of quintile five:

=  Were more likely to have taken steps to minimise their everyday banking fees; and

= Were more likely to comparison shop when taking out financial products such as an
everyday banking account, a mortgage or other type of loan or an insurance policy.

Table 2.4b Financial literacy and other financial behaviour
Literacy Quintile
) ) ) Total Quintile Quintile
Financial Literacy and BEHAVIOUR Sl One Five
% % %
Steps taken to minimise everyday banking fees E E
Base: Total Sample : (n=1,176) : (n=230) (n=226)
None /Can't say whatsteps aretaken ................... : 19 : 32 9
Take some steps to minimisefees ...................... : 81 | 68 91
Comparison shopping for new financial products : :
Shop around "at all” for the following products : :
I 1
Base: Have amanged an everyday banking account ! (n=1,065) ! (n=202) (n=211)
Everyday bankingaccount ............. ... .. ... ..., ! 65 ; 49 77
Base: Amanged mortgage on home/investment property \  (n=1,279) '\  (n=125) (n=349)
Mortgage ... ..o y 73 y 59 80
Base: Have amanged insurance policy | (n=1,052) | (n=178) (n=216)
Insurance ... : 75 : 56 87
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2.5 Financial literacy and ownership of financial products

Finally this section provides an overview of financial product ownership by members of
quintile one and quintile five. As shown in Table 2.5a:

= Members of quintile one were less likely than those from quintile five to hold a high
interest savings account such as a cash management account, bonus saver or on-
line savings account (29% versus 60%). However, they were no less likely to have
a term deposit and, while slightly lower than for quintile five, 95% held an everyday
savings account (and 97% have either an everyday account or a high interest
savings account - that is, an account that can be used for transacting purposes)

Table 2.5a Financial literacy and ownership of financial products
Literacy Quintile
Financial Literacy and Financial Product Total Quintile Quintile
Ownership Sample One Five
% % %
Base: Total Sample | (n=3,500) 1 (n=690) (n=676)
Transacting and Deposit accounts : |
Ordinaryoreverydayaccount. ............oveiieiiiinineeiennnnnn. ! 97 ! 95 98
Highinterestsavingsaccount................ ..ot | 46 | 29 60
Termdeposit.......covviiiiii i : 20 : 20 21
Investments : :
Anysuperannuationfund.....................ol : 76 : 45 98
Self-managed superannuationfund.....................coool I 10 I 6 16
SNAMES ..o . 38 , 23 54
Managed investments other than superannuation................... : 20 : 14 27
Investmentproperty............cooiiiiiiiiiiia : 19 : 11 28
Other investments (eg: debentures, bonds, efc)............... ] 4 ] 2 5
Base: Alaged 55 years orover | (n=1303) |,  (n=366) (h=189)
Retirementincome streamproduct.....................ccoolL L : 20 : 13 28
Base: Total Sample 1 (n=3,500) 1 (n=690) (n=676)
Loans/Credit products : :
Mortgage onownhome ............ccooeiieiiiiiiiiiniaa.ns | 34 : 18 48
Mortgage oninvestmentproperty ...........cooviiiiiiiiiiiiiiii : 11 : 5 18
Personalloan ..., 1 17 1 13 17
Line of creditoroverdraft ..., : 14 : 9 18
Lease or hire purchase agreement ...................ccoeeeeuenne. : 9 | 6 11
Homeequityloan ... : 7 : 4 12
Marginloan ...........oooiiiiiiiiiii ! ! 1 5
Equityreleaseproduct ... : : 1 2
Creditcard .........ooviviiiiii ' 65 | 48 81
Storecard ..o : 13 : 12 13
Insurance I I
Private healthinsurance ...t : 55 : 39 72
Lifeinsurance ...........oooviiiiiiiiiiiiiiii, : 34 : 21 49
Base: Own/Buying/Renting a home y (n=3413) 1 (n=660) (n=665)
CONteNnts iNSUMANCE .. veeeeeeiee e L T4, 60 88
Base: Own/Buyingahome 1 (n=2579) I (n=440) (n=562)
Buildinginsurance ... : 80 : 70 88
Base: Own/Buying a motor vehicle : (n=2804) : (n=462) (n=591)
Comprehensive motor vehicleinsurance  .................... : 87 : 79 93
Third party motor vehicle insuranceonly  .................... 1 10 1 14 6
Base: Working fultime | (n=1434) |  (n=157) (1=387)
Income protectioninsurance ... : 30 : 16 35
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= Members of quintile one were less likely to have investments than were members
of quintile five. Nevertheless, six percent of quintile one reported having a self-
managed superannuation fund, less than for quintile five (16%) but still
representing around 1% of the total adult population

= With the exception of store cards and equity release products such as reverse
mortgages and shared appreciation mortgages, members of quintile one were less
likely than those from quintile five to make use of debt products such as mortgages,
other loans and credit cards

= They were also less likely to have insurance with:

o Only 60% of those who either owned their home outright, were paying it off or
were renting the home they live in having contents insurance;

o Seventy percent of those who either owned their home or who were purchasing
it had building insurance; and

o Amongst quintile one motor vehicle owners, 79% had comprehensive vehicle
insurance (versus 93% of quintile five motor vehicle owners). However, they
were more likely than members of quintile five to have third party vehicle
insurance instead (14% versus 6%) and, as a result, were only slightly less
likely than those in quintile five to have at least some form of motor vehicle
insurance suggesting the need for vehicle insurance beyond the compulsory
component is both widely understood and acted on.
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Section3 Use and Understanding of Payment and Transacting Methods

3.1

Introduction and key findings

This section of the report examines the community’s use and understanding of various
transaction methods used when paying for goods and services.

The understanding and use of transaction methods is important as those with greater
knowledge of, and access to, the financial transacting system are more likely to achieve
efficient and cost-effective outcomes when paying for goods and services.

Conversely, consumers with limited knowledge and access to the system may be
disadvantaged in terms of transaction costs and personal convenience.

Key findings

= Since 2002 there has been significant growth in the use and understanding of electronic
transaction methods. In particular, there have been increases of 23 percentage points
in the use of internet banking (to 51%), 16 points in the use of BPay (to 52%) and 14
points in the use of direct debit (to 64%).

However, people with lower financial literacy scores (members of quintiles one and two)
make considerably less use of electronic transacting methods than do those whose
financial literacy scores are in the top 40% of the population. This appears to be at
least partly age related as those aged 70 years or more, (who are over-represented in
the lower financial literacy groups), make significantly less use of all electronic
methods. Socio-economic factors appear less of an issue although there is evidence of
less use of internet banking, BPay and phone banking amongst those 18-54 year olds
whose household income is less than $25,000.

= Methods of payment where the incidence of use by those from quintile one is either
higher than or at the same level as those from quintile five included money orders,
layby and loans from family or friends or from payday lenders.
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3.2 Use and understanding of methods of payment/transacting

All respondents were asked if they used the methods of payment and transacting listed in
Table 3.2a to pay for goods and services. For any method that was not used, respondents
were subsequently asked if they knew how to use it with the total results for those who
either used or knew how to use each method shown in Table 3.2c.

Current use of payment/transacting methods

Almost all respondents (92%) said they used cash with well over half also reporting
the use of ATMs (80%), EFTPOS (76%), credit cards (65%) and direct debit
payments (64%). In addition, just on one in two respondents said they used BPay
(52%) and internet banking (51%).

Methods used by relatively few respondents included loans from family or friends
(10%), store cards (13%), money orders (20%) and layby (25%).

Changes evident since 2002 include increased use of most electronic methods of
payment and transacting, particularly internet banking (up 23 points from 28% to
51%), BPay (up 16 points to 52%) and direct debit (up 14 points to 64%) and, to a
lesser extent, ATMs (up 7 points to 80%) and EFTPOS (up 5 points to 76%). There
was also a slight increase (up 3 points to 38%) in the use of loans from financial
institutions to pay for goods and services.

Decreases were evident in the use of cheques (down 7 points from 46% to 39%),
telephone banking (down 4 points to 32%), probably the result of competition from
internet banking, and cash (down 4 points to 92%).

Table 3.2a Methods of payment/transacting used by respondents
Methods currently used
Methods of payment/transacting 2002 2005 2008
Base: Total sample (n=3548) (n=3513) (n=3500)
% % %
1 1
I'd like to talk about ways of paying for goods and services. s '
Which of the following payment methods do you use? ! '
CaSh L ey ! 96 95 | 92
Electronic transacting E E
ATM . ) 73 78 : 80
EFTPOS . ettt 4 74 . 76
DIrECt @It . . . ..o » 50 60 1 64
BPaY .. e . 36 46 ! 52
Internetbanking . ... . . 28 40 ; 51
Telephone banking . ....... ... . 36 36 | 32
Credit cards and loans : :
1 1
Creditcard ... ... i . 64 68 | 65
Loans from financial institutions . .. ............. ... ... . .. i 35 36 38
StOre Card . ... : 15 16 : 13
Loans from family/friends .................. ... .o ! na na | 10
Paydayloans ........ ... e E na na E 2
Cheques, layby and money orders . |
CREQUE oo e 46 44 1 39
LAYy . o e ! 27 27 : 25
MONBY OFET . . .ot ! 20 21 ! 20
1 1
Prompted question, multiple responses allowed.
Use of loans from family or friends and payday lenders were asked for the first time in 2008.
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Use of payment and transacting methods by population subgroups

There were differences between demographic and socio-economic subgroups in the use of
transacting and payment methods. These included the following.

Electronic methods

For the most part, differences in the use of electronic payment and transacting methods
were associated with the age of the respondent. Thus:

Use of ATMs and EFTPOS was higher amongst those aged under 45 years (88%
for both channels) than it was amongst those aged 45 years or over (72% for ATMs
and 66% for EFTPOS). Use of both these channels was particularly low amongst
people aged 70 years or over, 52% of whom used ATMs and 39% used EFTPOS.

Internet banking was also used more often by under 45’'s (67%) than by those
aged 45 years or over (36%). Females aged 70 years or over were the people
least likely to use internet banking - only 5% reported doing so, significantly less
than the 21% of males in this age category who said they used internet banking.

Direct debit and BPay both saw the age of users shift to a slightly older
demographic. Those aged 18 to 24 years, who might be expected to make less
use of these channels to pay bills for household utilities and services, were less
likely than average to say they used either direct debit (54%) or BPay (38%).
People aged 25 to 44 years were the most likely to use BPay (67%) while use of
direct debit was high across a relatively broad age range of 25 to 59 years (71%).

Use of telephone banking was comparatively high across the broad age range of
25-59 years (37%). However, people of this age were still significantly more likely
to use internet banking (60%). By contrast, those aged over 60 were just as likely
to use telephone banking (23%) as they were to use internet banking (21%).
These results suggest that, as the population ages, the preference for internet
banking amongst younger people is likely to see the use of phone banking decline
further in the future.

Credit/store cards and loans

Use of credit and store cards also appeared to be driven by respondents’ age (and related
to this, differing transaction volumes) but also by level of income (and related to this, the
ability to qualify for a card). Thus:

Reported use of credit cards was lowest amongst 18-24 year olds (32%) and
those aged 70 years or over (57%). People with annual household incomes of less
than $58,000 were also less likely to be using a credit card (54%).

Store cards were a little different in that there was some degree of gender bias in
their use. Females (16%) were more likely to use these cards than males (10%),
particularly females aged 35 to 69 years (18%). However, there was no clear
association between household income and the reported use of store cards.

Loans from financial institutions were most likely to be used by people aged 25
to 49 years (49%) and people with household incomes of $80,000 or more (55%).
Males (41%) were also slightly more likely than females (35%) to report using a
loan from a financial institution to pay for goods and services.

Loans from family or friends were most likely to be used by younger people aged
18-24 years (25%) and, to a lesser extent, those aged 25-34 years (14%).

Other methods of transacting/paying for goods and services

Subgroup results for the four other methods of payment (cheque, money order, layby and
payday loans) were as follows:

Use of cheques was most likely to be reported by older people (53% of those aged
45 years or over versus 24% of under 45’s), particularly those aged 45 years or
more who had annual household incomes of at least $80,000 (61%) and who were
working in upper white collar occupations (62%).
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Money orders were used most often by those living in areas of relatively high
socio-economic disadvantage (SEIFA groups 1 and 2 - both 26%) and those whose
schooling did not extend beyond Year 10 (25%).

Reported use of layby was more prevalent amongst females (33%) than males
(18%), particularly those females who were less than 60 years of age (37%), who
were single parents (49%) but not those women working in upper white collar
occupations (24%).

Use of payday loans was low (2%) with users most likely to be young (4%
amongst 18-24 year olds) and of relatively lower financial literacy (3% amongst
members of quintile one).

Use of payment/transacting methods and financial literacy

The relationship between methods used to pay for goods and services and financial literacy
is presented in Table 3.2b.

No relationship was evident between financial literacy and the use of cash

There was a broad trend of increasing use of electronic methods as financial
literacy increases. These methods were least likely to be used by members of
quintile one and most likely to be used by quintile five. However, BPay and internet
banking were the only channels where a significant difference existed in the level of
use between every quintile and the next. For other electronic methods,
differentiation was less marked with, for example, no significant difference evident
between quintiles three, four and five in their reported use of ATMs.

There also appeared to be direct relationships between financial literacy and the
use of credit cards and loans from financial institutions. It should be kept in mind
however that those with lower financial literacy scores also tended to report lower
levels of income and consequently were less likely to satisfy eligibility criteria for
these products. Neither the use of store cards (no significant differences between
any of the financial literacy quintiles) nor loans from family and friends (most likely
to be used by members of quintile two) showed a clear relationship with financial
literacy.

Table 3.2b Methods of payment/transacting used and financial literacy
Financial Literacy Quintile
Methods of payment/transacting Total One Two Three Four Five
Base: Total Sample (n=3500) (n=696) (n=682) (n=710) (n=740) (n=672)
% % % % % %
CaSN . .t 'oe2 ! g3 92 93 92 93
Electronic transacting : :
ATMS .o . 80 . 70 79 83 83 86
EFTPOS ..\ttt . 76 | 63 75 79 80 84
Direct Debit .. ..... ..o ! 64 | 48 59 67 70 75
BPAY . vttt -7 B | 42 54 64 70
IntemetBanking .................. ... 0] : 51 ! 26 41 54 63 70
Telephone Banking ...................... 1 32 1 21 27 34 38 40
1 1
Credit cards and loans : :
Creditcards ..........c.ooviiiiieeniini.. ) 65 | 48 51 65 78 81
Loans from a financial institution ............ | 38 i 22 27 41 46 54
Storecards . .......... .. : 13 : 12 13 13 15 13
Loans from family or friends . .. ............. ) 0 10 15 11 8 7
Paydayloans ............. ... ... ... ... : 2 : 3 2 2 <1 1
Cheques, layby and money orders ) i
ChEQUES . .. v oot e L3932 34 38 42 50
LAYDY o veo e o225 ! 24 31 27 23 22
Moneyorders ........... ... ... ... ... ... | 20 i 25 24 20 18 16
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Cheques were more likely to be used by those with higher financial literacy scores
while those with lower scores were the most likely to use money orders.

The use of layby peaked amongst members of quintiles two and three and was
lowest in quintile five. There was no clear relationship, suggesting that factors
other than financial literacy (perhaps socio-economic factors) are more important
influences on whether or not this method of payment is used.

Payday loans were slightly more likely to be used by members of quintile one (3%).
However, use of these loans was evident amongst a few members of quintile five.
This issue is discussed further in Section 6.2 later in this report.

Understanding of payment/transacting methods

Table 3.2c presents results from the follow-up question which asked respondents if they
knew how to use each of the payment and transacting methods which they did not currently
use. As shown:

More than 80% of respondents either used or knew how to use ATMs, EFTPOS,
credit cards, cheques, direct debit, layby and money orders.

Slightly fewer, but still a substantial majority used or knew how to use BPay,
telephone banking, financial institution loans, store cards and internet banking;
while

Fifteen percent used or knew how to use payday loans.

Table 3.2¢c Methods of payment/transacting respondents either use or know how to use
Methods either currently
used or know how to use
Methods of payment/transacting 2002 2005 2008
Base: Total sample | (n=3548) (n=3513) (n=3500)
% % %
NET of actual use and responses to the question: , :
What other payment methods do you know how to use, even if \ :
you don't use them yourself? (Read out those not being used) ’ :
Electronic transacting ! !
ATM e v 91 92 . 94
EFTPOS . . .ot T 89 90 1+ 91
Directdebit...... ... ] ) 78 83 ; 87
Bpay . ... . 60 68 | 72
Internetbanking . .......... ... s 52 62 X 69
Telephone banking .......... ... i 2 68 71 | 72
Credit cards and loans E E
Creditcard ....... ... : 89 92 . 92
Loans from financial institutions . .. ............. ... .. .. ... ' 71 72 : 71
1 1
Store card . ... e . 71 71 : 69
Payday loans ......... . ! na na ! 15
Cheques, layby and money orders . |
1 1
Cheque . ... ! 91 90 ! 88
LYY oo 2 83 83 | 83
MONEY OFAEI . . . ettt e e et e e e e . 82 82 |, 83
1 1
Prompted question, multiple responses allowed. It was not considered appropriate to ask respondents if
they knew how to use cash or loans from family or friends.
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Section4 Reported Money Management, Budgeting and Planning
Behaviour

4.1 Introduction and key findings

This section examines respondents’ reported behaviour in terms of their money
management and budgeting behaviour. Specifically, attention is given to:

= Responsibility for money management within the household,

= People’s management of their current financial situation including attitudes and
behaviour with respect to saving, budgeting and financial planning, steps taken to
minimise fees on everyday banking activities and the ability to deal with a major
loss of income, and

= Sources of general financial information and advice that people use.

Key findings

Money management and budgeting

Responsibility for household financial management

= 68% of respondents lived in a household where just one person was responsible for its
financial management while 27% lived in a household where this responsibility was
shared.

= Not all those responsible for financial management exhibited high levels of financial
literacy. In particular, single people and single parents who were responsible for their
household’s financial management had mean financial literacy scores (females mean
FLS 74.6; males mean FLS 80.9) which were below the mean FLS of 83.1 for the total
sample.

Saving

= Compared to 2002, a higher proportion of respondents in the 2008 survey said they try
to save on a regular basis - up from 67% to 72%. This figure rose to 80% amongst
those with household incomes of $150,000 pointing to the importance of financial
capacity as a factor in reported attitudes towards saving.

By contrast, 10% of respondents said there’s no point trying to save because there’s
never enough money, a figure which rose to 20% amongst those whose annual
household income was less than $25,000.

From a financial literacy perspective, those in quintiles four (76%) and five (86%) were
most likely to say they try and save on a regular basis compared with 59% of those in
quintile one.

Budgeting
= Insofar as attitudes towards household budgeting were concerned:

o T74% of respondents disagreed they have problems setting money for aside major
financial outlays while 24% agreed they have problems doing this. The proportion
who agreed they have problems rose to 40% amongst those with household
incomes below $25,000 and to 34% amongst members of quintile one.

o 84% of respondents disagreed they spend all of their income as soon as they get it
and don't really plan for the future. Fourteen percent agreed with this statement, a
figure which rose to 24% amongst those with household incomes below $25,000
and 23% amongst members of quintile one.

o 76% of respondents kept a close eye on their household and personal expenses
with 30% using written records for this purpose. Around one in four (23%)
respondents did not keep a close eye on their expenses with males under 35 years
of age (34%) and members of quintile one (32%) the most likely to be in this
situation.
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Overall, these results suggest that attitudes to household budgeting are influenced by
financial literacy, age and socio-economic factors such as household income.

Planning

Attitudes towards the importance of having long and short-term financial plans
appeared to be influenced by financial literacy, family situation, mortgage debt and
financial capacity.

o There was substantial agreement from all respondents with the importance of
having both short-term (84% agreed or agreed strongly) and long-term (87%
agreed or agreed strongly) financial plans.

o Strong agreement with the importance of having a long-term financial plan was
most evident amongst males with a partner and children living at home (48%
strongly agreed), males with substantial debt (58% of those with a mortgage of
$300,000 or more strongly agreed) and those males with some financial capacity
(53% of those with household incomes of $100,000 or more strongly agreed).
Strong agreement with the importance of having a short-term financial plan was
above average amongst all people with mortgages of $300,000 or more (31%) and
people with household incomes of $100,000 or more (30%).

o In addition, agreement with the importance of long-term and short-term financial
plans was significantly higher amongst those with higher financial literacy scores -
amongst members of quintile five, 54% strongly agreed with the importance of long-
term planning (versus 24% of quintile one) while 34% strongly agreed it is important
to have a financial plan for the short-term (versus 16% of quintile one).

Management of fees

Most respondents (81%) took one or more steps to minimise the fees associated with
their everyday banking activities. At the same time, 19% took no steps to do this, a
figure which rose to 32% amongst members of quintile one and was also significantly
above average amongst respondents aged 70 years or over (28%).

Control of current financial situation

77% of respondents felt they were in control of their financial situation all or most of the
time, 18% fluctuated in and out of control and 4% felt out of control all or most of the
time. Families with household incomes of less than $58,000 (45% of single parents
with this income and 37% of couples) and those with significant mortgage commitments
relative to their income (31% of those with a mortgage of $300,000 or more and an
annual household income of $100,000 or less) were the most likely to feel their financial
situation fluctuated or was out of control all or most of the time.

Financial literacy was also a factor here with 28% of those in quintile one feeling their
financial situation at best fluctuated in and out of control versus 15% of quintile five.

Financial sustainability

24% of respondents disagreed they could manage for a period of time if they had a
major loss of income, slightly more than in the two previous surveys. Families (39% of
single parents, 23% of couples with children), people with household incomes below
$25,000 (38%) and those with less than $2,000 in savings and investments (51%) were
the most likely to disagree with this statement.

Those in financial literacy quintiles one (28%) and two (29%) were also more likely to
disagree than were those from quintile five (14%).

General financial information and advice

Use of most sources of financial information and advice was higher amongst those from
the higher financial literacy quintiles and lower amongst those from the lower quintiles,
although it should be kept in mind that those in the lower quintiles may have less need
to use services of this type. Nevertheless, 62% of quintile one did not use any of the
information sources tested in this research (versus 19% of quintile five), 25% did not
use any source of personal financial advice (versus 6% of quintile five) and 12% of
quintile one had used a ratings agency to compare financial products versus 35% of
quintile five.
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4.2 Reported Money Management and Budgeting Behaviour

4.2.1 Responsibility for money management in the household

All respondents were asked who was responsible for money management in their
household. This was a prompted question where the response alternatives were read out
to respondents. Results for the total sample were similar to those obtained in 2005% with
responsibility allocated as follows.

= Solely to the respondent - 59% versus 57% in 2005
= Solely to the respondent’s partner - 9% versus 7% in 2005

= Shared jointly between the respondent and their partner - 27%, slightly lower than
the 31% reported in 2005, and

= To another person such as another family member — 5% in both 2008 and 2005.

As might be expected, for people living in single person households the respondent was
almost always the person responsible for financial management although in 2% of cases,
some other person did have this responsibility.

Perhaps of greater interest is the situation of people living in couple households. As shown
in Figure 4.2.1a:

= For 2% of these people, management of finances was undertaken by another
family member or other third party

= 45% shared the responsibilities jointly, while

= For 53%, one member of the couple took sole responsibility for financial
management (38% the respondent and 15% the respondent’s partner).

Figure 4.2.1a Responsibility for household financial management in couple households

100

75

53
50 45
38
25
15
2
0
Selfonly Partner only Net One member of Jointresponsibility Other family
household member/person

Base: All respondents living in couple households (n=2080)
Question: Who is responsible for money management in your household? (Prompted question)

% This question was not asked in the 2002 survey.
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Analysis of responsibility for financial management by gender showed that:

Of all female respondents, 65% had sole responsibility for their household’s
financial management, 24% shared this responsibility with their partner and for 11%
the responsibility lay with their partner or some other person.

Of all male respondents, 52% had sole responsibility, 30% shared the responsibility
and 18% did not have any responsibility for the financial management of their
household.

Thus, females (65%) were more likely than males (52%) to have sole responsibility
for the financial management of their household.

Taking this analysis one step further, Table 4.2.1a examines the financial literacy levels of
household financial managers by gender.

It is evident that:

The mean financial literacy score of those with sole or joint responsibility for
household financial management was slightly higher than for the total sample (84.5
versus 83.1).

Male financial managers had a higher mean FLS than did females (87.5 versus
81.8). This applied to each of the categories shown in the table - that is, the mean
FLS for females who had sole financial responsibility in single person, single parent
or shared person households (74.6) was lower than for the corresponding group of
males (80.9) and so on.

Finally, while those in couple households had above average FLSs, both males and
females living in single person, single parent or shared households had FLSs that
were well below the total sample average. In fact, 52% of females living in this type
of household fell into either quintile one (28%) or quintile two (24%). Typically
these quintile one or two females were older (51% were aged 55 years or over,
31% were aged 70 years or over) with relatively low household incomes (80% less
than $58,000, 33% less than $25,000).

Table 4.2.1a  Financial literacy and household financial management by gender
Financial Literacy and management of the
household finances 2008
Subgroup
Mean FLS
TotalSample ...... ... .. . .. . E 83.1
All sole or joint household financial managers ...................| 84.5

Household financial manageris ...

Female, sole or jointmanager. ..................covuuen.. . 81.8
Sole manager in a single/single parent/shared household . ........ E 74.6
Sole manager in a couple household . ........................ E 89.1
Joint manager in a couple household .. ....................... E 87.0

Male, sole or jointmanager. ...............cccouuruunnenns E 87.5
Sole manager in a single/single parent/shared household . ........ E 80.9
Sole managerinacouple household ......................... E 92.5
Joint manager in a couple household .. ....................... E 91.1
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4.2.2 Saving and budgeting - attitudes and behaviour

This section reports on a series of questions designed to assess respondents’ attitudes and
self-reported behaviour in relation to saving, budgeting and money management.

Self-reported saving behaviour

Respondents were asked which of the four statements shown in Table 4.4.2a about saving
best applied to them. As shown in this table:

Most respondents (72%) reported trying “to save on a regular basis if | possibly
can”. Further, since 2002 there has been an increase (from 67% to 72%) in the
proportion of respondents who felt this way. As discussed earlier in Section 2.2,
those with higher levels of financial literacy were more likely to feel this statement

applied to them - 86% of those in quintile five versus 59% of those in quintile one.

It should also be noted that those with lower financial literacy scores were more
likely to feel statements such as “there’s no point trying to save because there’s
never enough money” (15% of quintile one versus 4% of quintile five) and “saving is
not something | need to do” (12% of quintile one versus 4% of quintile five) applied
to them.

From a demographic perspective:

o Those aged 18-24 years were more likely to say they “save only when they
want to save up for something big or special’ (21%), while

o People aged 60 years or over were the most likely to feel “saving is not
something they need to do” (14%).

o Those who felt “there’s no point trying to save because there’s never enough
money” was the statement which best applied to them were over-represented
in SEIFA group one (13%), that is in the group exhibiting the greatest level of
socio-economic disadvantage. In line with this, single parents (20%), those
with household incomes of less than $25,000 per year (20%) and those for
whom government payments was their main source of income (17%) all had an
above average proportion of people who felt this statement was the one which
applied to them best.

Table 4.2.2a  Self-reported savings behaviour
Survey
Self-reported savings behaviour 2002 2005 2008
Base: Total Sample | (n=3548) | (n=1756) | (n=3500)
% % %
Which one of the following statements best applies to you? ' ' !
I try to save on a regular basis if | possiblycan. ........... ... .. ... oL E 67 E 69 E 72
| save only when | want to save up for something big or special . ................ E 12 E 10 E 10
There's no pointin trying to save because there's never enough money.........! E 11 E 11 E 10
Saving is notsomething Ineedtodo............. ... ... ... il E 8 E 8 E 7
ANt SaY. . . : 2 E 2 E 1

Prompted question, multiple responses allowed.
Base: A randomly selected subset of all eligible respondents in 2005, all eligible respondents in 2002 and 2008.
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Budgeting attitudes and behaviour

Attitudes and behaviour towards budgeting are presented in Table 4.2.2b. Here
respondents were asked to state how strongly they agreed or disagreed with two
statements “I have problems setting money aside for major financial outlays” and “I spend
all of my income as | get it and don’t really plan for the future”. They were also asked which
of the four descriptions shown in Table 4.2.2b best described the “extent to which you

control
For the

Table 4.2.2b

your regular household/personal expenses”.
first statement, “I have problems setting money aside for major financial outlays™:

Most people (74%) disagreed they have problems doing this while around one in
four (24%) agreed with the statement. There has been no significant change in the
levels of agreement and disagreement since 2002.

Agreement with this statement was above average (30%) amongst members of
SEIFA group one, (that is those with the greatest level of socio-economic
disadvantage). In keeping with this, agreement was also well above average
amongst those with household incomes of less than $25,000 per year (40%), single
parents (40%) and those whose main source of income was government benefits
(38%).

Those in financial literacy quintiles one (34%) and two (29%) were also more likely
to agree with this statement.

Attitudes towards budgeting

Survey
Attitude to budgeting 2002 2005 2008
Base: Total Sample (n=1767) (n=1756) (n=3500)
% % %
I have problems setting money aside for major financial outlays : : :
Strongly agree . . ..o : 5 : 5 : 6
AGIEE - o o oo e vo21 0 19 1 18
Net: Agree™ . . ... e : 26 : 24 : 24
DiSagree . . . .. E 52 E 53 E 46
Strongly disagree . . ... ... : 21 : 22 : 28
Net: "Disagree” . ... ..ot i e : 73 : 75 : 74
CaN t SAY .« . v : 1 : 1 : 2
I spend all of my income as I get it and don't really plan for the future : : :
Strongly agree . ..o : 4 : 2 : 3
AQree . . : 12 : 12 : 11
Net: Agree™ . . .. e : 16 : 14 : 14
DISagree . . . . : 47 : 49 : 41
Strongly disagree . . .. ... : 36 : 35 : 43
Net: "Disagree” . .. ...ttt e : 83 : 84 : 84
CaN t SAY .« . v E 1 E 2 E 2
Which one of the following best describe the extent to which you E E E
control your regular household/personal expenses 1 | |
I don't keep an eye on expensesatall. .................... ... ... ..... E 3 E 5 E 5
I keep myeyeonexpensesabit........... ... .. ... .. i) ! 20 : 19 : 18
Without keeping written records | keep a fairly close eye on expenses. ... ..... 1 47 1 44 1 46
| use written records to keep a close eye onexpenses . .. ................. : 29 : 32 : 30
ANt SAY. .« ot " 1 : - : 1
1 1 1
Prompted question.
Base: A randomly selected subset of eligible respondents in 2002 and 2005, all eligible respondents in 2008.
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For the statement, “I spend all of my income as | get it and don’t really plan for the future”:

84% of respondents disagree while 14% agree with this statement. Again, there
has been no significant change since 2002 in levels of agreement and
disagreement.

Members of quintiles one (23%) and two (17%) were the most likely to agree with
this statement while those from quintiles four (10%) and five (5%) were the least
likely to do so.

For the extent of control over expenses:

The great majority (76%) continue to feel they keep a close eye on expenses with
30% using written records for monitoring purposes. Once again, there have been
no significant changes since 2002 in the way in which people feel they manage
their expenses

Younger males (under 35 years of age) were the least likely to say they keep a
close eye on expenses (66%) as were males currently working in lower blue collar
occupations (62%) and both males and females whose partner had sole
responsibility for managing the household finances (68%). Females aged 45 to 69
years were the most likely to say they keep a close eye on expenses (84%).

Attitudes towards the planning of finances

Results

for two statements measuring people’s attitudes towards their perceived personal

need for planning their finances are summarised in Table 4.2.2c.

Most respondents agreed with the importance of having both long-term (87%) and
short-term (84%) financial plans.

In addition, there has been a significant increase since 2005 in the proportion of
respondents who “strongly agree” it is important to have both long-term (up from
31% to 39%) and short-term (up from 23% to 26%) financial plans.

There is a evidence of a strong relationship between financial literacy score and
agreement with both statements (long term plan — agreement 24% quintile one
versus 54% quintile five; short term plan — agreement 16% quintile one versus 34%
in quintile five).

Table 4.2.2c  Attitudes towards financial planning
Survey
Attitudes to financial planning 2002 2005 2008
Base: Total Sample (n=1767) (n=1756) (n=3500)
% % %
It is important to me to have a long-term financial plan : : :
Strongly agree . . ..o : 38 : 31 : 39
AGrEE . . o o : 54 : 53 : 48
NEE "AGIEE™ . . . e e e e e ettt e e e e e i 92 . 84 . 87
DISAgIEe . . o ot : 5 : 12 : 9
Strongly disagree . . .. ... : 2 : 2 : 2
Net: "Disagree” . ... ...ttt it it iasa et a e : 7 : 14 : 1
CaN t SAY .« . v E 1 E 2 E 2
Itis important to me to have a financial plan for the short-term ' ' '
StroNgly @gree . . . .ot 1 25 : 23 ) 26
AGIEE . o o ot ! 61 : 60 ) 58
L Y e =Y . 86 ' 83 ) 84
DISAQIEE . . o . oottt et ! 12 : 14 ) 14
Strongly disagree . . .. ..o : 1 : 1 : 1
Net: Disagree” . .. ...t : 13 : 15 : 15
Can'tsay . ... : 1 : 2 : 1
Prompted question. I I I
Base: A randomly selected subset of eligible respondents in 2002 and 2005, all eligible respondents in 2008.
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= Looking at other demographic and socio-economic subgroups, males (42%) were
more likely than females (37%) to strongly agree with the importance of having a
long-term financial plan. This applied particularly to the following groups of males —
those who have a partner and children living at home (48%), those who have a
mortgage of $300,000 or more (58%) and those with a household income of
$100,000 or more (53%)

= Strong agreement with the importance of having a short-term financial plan was
highest amongst all people with a mortgage of $300,000 or more (31%) and
people with household incomes of $100,000 or more (30%).
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4.2.3 Fee minimisation

All respondents were asked what steps they took to minimise the fees and charges relating
to their everyday banking. As shown in Table 4.2.3a:

= Since 2005 there have been increases in the proportion of people who mention
avoiding the use of foreign ATMs (27% versus 15% in 2005), in those using
electronic channels such as telephone/internet banking (12% versus 4% in 2005),
EFTPOS cash withdrawals (10% versus 4%) and in those minimising their use of
branches (9% versus 5%). There were also more mentions of avoiding credit card
fees - ensuring minimum monthly payments are made (up 4 points to 9%) and not
exceeding card limit (up 6 points to 6%) — avoiding overdrawn account fees (up 3
points to 3%) and allowing transaction account balances to fall below the minimum
needed to avoid low balance fees (up 4 points to 9%).

= Approximately one in five respondents (19%) were unable to describe any steps
taken to minimise everyday banking fees. Those with lower financial literacy
scores were the most likely to give this response (32% of quintile one versus 9% of
quintile five).

People aged 70 years or over were also more likely to be taking no steps to
minimise fees (28%).

Table 4.2.3a  Steps taken to minimise fees

Survey
Steps taken to minimise fees 2005 2008
Base: Total sample (n=1734) (n=1176)
% %
Management of transactions - number : :
Minimise the number of transactions  make permonth. . ....................... E 17 E 17
Keeping the number of transactions | make to my monthly limit. .. ............... : 15 ' 14
Make fewer but larger cash withdrawals. . . ............. ... ... ... .. ..., E 9 E 12
Management of transactions - channel : :
Only use ATM's from the same bankasmyaccount........................... : 15 ; 27
Minimise the number ofbranchvisits . . .......... . ... . ... E 5 E 9
Use telephone/internet banking. . . ... ....oou oot : 4 : 12
Withdraw cash when paying for other purchases. ............................. E 4 E 10
Use EFTPOS/DEbIt CAFd. . . .. ..ttt | 1 | 3
Management of credit card E E
Pay off monthly credit card balance infull . ......... ... ... . ... ... .. ....... : 12 : 12
Ensure minimum monthly payments are made on my creditcard. ............... E 5 E 9
Don'texceed limitoncreditcard ............. .. .. .. .. ... .. ... E na E 6
Type of transacting account : '
Use no feeffee exemptaccounts. ... E 6 E 5
Keep at least the minimum balance in myaccount............................. : 4 : 9
Pay flat account fee which caps monthly charge. ............. ... ... ... .....] E 3 E 5
DONtOVErdraWw @CCOUNT . . ... v vttt e e e e e : na ' 3
Other steps taken E E
Shop around/negotiate. . .. ... ...t : 4 : 4
Allotherstepstaken. ... .. ... .. E 13 E 17
None/Don'ttake any/Don'tknow .............. ... ... ... ...l E 22 E 19
' }
Unprompted question, multiple responses allowed. Not asked in 2002.
Base: A randomly selected subset of eligible respondents in 2005 and 2008.
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4.2.4 Control of current financial situation

All respondents were asked which of the five statements shown in Table 4.2.4a best
described how they felt about their current financial situation. As shown in the table:

= Most (77%) felt in control of their financial situation either all (33%) or most (44%)
of the time. For 18%, the financial situation fluctuated between being in and out of
control while 4% felt it was out of control all (1%) or most (3%) of the time.

= Despite the less benign financial environment which currently prevails, none of
these results has changed significantly since 2005.

Table 4.2.4a Extent to which current financial situation is felt to be under control

Survey
Control of financial situation 2005 2008
Base: Total Sample (n=3513) (n=3500)
% %
Which one of the following statements best describes how you : :
generally feel about your current financial situation? ; :
Outof control ALL ofthetime......... ... ... i : 1 : 1
1 1
Out of control MOST ofthetime. . .......... ... i : 2 : 3
NET: OUEOFCOMMIOL. . ... ... e | 3 | 4
1 1
In control ALL ofthetime................. ... ... ... ... . ... : 34 : 33
1 1
In control MOST ofthetime......... ... .. . i, | 45 | 44
NET: INCONLIrOL. . . ...... ..ot it s e nasnnaanaaannnsnnns ! 79 ! 77
Fluctuates between being in and outofcontrol. ............................... : 17 : 18
CaN t SAY. . . ) 1 | 1
1 1
Prompted question.

= Nevertheless, looking at those who did not feel their financial situation was in
control all or most of the time (that is, those whose financial situation either
fluctuates in and out of control or is out of control all or most of the time), it is
noteworthy that people most likely to feel this way were:

o Those with household incomes of less than $58,000 who have children
living at home - single parents (45%) and couples (37%)

o Those people who have a mortgage of $300,000 or more and a household
income of $100,000 or less (31%).

Families with below average household incomes (that is, below $58,000) and all
people with significant mortgage commitments relative to their income appear the
most likely to feel their financial situation is out of control for a substantial part of
the time.
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4.2.5 Financial sustainability

All respondents were asked about their ability to manage if they suffered a major loss of

income.

The results are summarised in Figure 4.2.5a which shows that:

74% of respondents agreed they could manage for a period of time if this
happened, down slightly from 76% in 2002 and 77% in 2005. Just on one in four
(24%) disagreed with the statement.

There has been a slight increase (from 7% to 9%) since the 2002 and 2005 surveys
in the proportion who strongly disagree.

Given current concerns about increasing interest rates and the rising prices of
petrol and food, these changes are not altogether unexpected.

Total disagreement was highest amongst single parents (39%), couples with
children and household incomes of less than $58,000 (32%) people with household
incomes of less than $25,000 (38%), people currently working in lower blue collar
occupations (31%) those whose main source of income is a government benefit or
allowance (36%).

Disagreement was also especially high amongst those with little in the way of
financial reserves - 51% of those whose total savings and investments amounted to
less than $2,000 disagreed with this statement.

Table 4.2.5a Coping with a major loss of income
Survey
Financial sustainability 2002 2005 2008
Base: Total Sample (n=3548) (n=1756) (n=3500)
% % %
1 1 1
If I had a major loss of income | could manage for a period of time | 1 1
1 1 1
Strongly agree . . ... : 15 : 14 : 18
A . o : 61 : 63 : 56
Net: Agree” . ... e e : 76 : 77 : 74
1 1 1
D=L (Y= ! 15 y 15 : 15
Strongly diSAGIEE . . . . v oot x 7 ' 7 : 9
Net: "DiSagree” . ..ottt ettt e ! 22 ' 22 : 24
1 1 1
CaN t SAY . . i 1 2 1 1 1 2
1 1 1
Prompted question.
Base: A randomly selected subset of eligible respondents in 2005, all eligible respondents in 2002 and 2008.
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Respondents were also asked who they would go to if a sudden loss of income caused
them difficulty in meeting their financial commitments. As shown in Table 4.2.5b, in these
circumstances, people were most likely to turn to:

Their family (46%); or

To a mainstream financial institution such as a bank or credit union (40%).

Some differences were evident between subgroups with:

Younger people aged 18-24 years more likely to go to their family (77%) or friends
(15%); and

Those with higher levels of financial literacy more likely to go to a bank or other
mainstream financial institution - 57% of those in quintile five compared with 29% of
those in quintile one.

Members of quintile one were also more likely than average to say they “didn’t
know” who they would go to in this situation (14% compared with 9% of the total
sample).

Table 4.2.5b  Source of support if sudden loss of income made it difficult to meet

financial commitments

Support if loss of income caused difficulty in meeting
financial commitments 2008
| %
If a sudden loss of income caused difficulty in meeting your financial E
commitments, who would you go to? ]
Base: Total sample \ (n=1162)
Family or friends E
FAMIY © o e e T
Friend . ... . . E 7
Financial institution/organisation
Financial institution (eg: bank or creditunion) . ... ...................... E 40
Pawn broker/Payday lender . .. .......... .. .. ... E 1
Professional adviser :
Financial planner . . . ... .. e E 9
Accountant .. ... ... E 4
Financial counsellor .......... ... ... ... ... .. ...l E 3
SONGHOT . . . o o e e ; 1
Government agency (eg: Centrelink) . ........... . ... i, ' 8
Charity organisation . ............... i E 2
Other reSPONSE . . ..ottt e e e e a 5
Wouldntgotoanyone . ... ... ... e ,: 2
DoNt KNOW . . . e E 9
Unprompted question, multiple responses allowed. I
Base: A randomly selected subset of eligible respondents.
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4.3 Sources of financial information and advice

4.3.1 Sources of general financial information and advice

Respondents’ use of general financial information was addressed by asking about their use
of financial publications and seminars, the extent to which they sought financial advice from
finance professionals and others and their use of rating agencies to evaluate financial
products and services.

Looking first at the sources of financial information used, Table 4.3.1a presents the
proportion of respondents who said they had read or used each of the information sources
listed during the last five years. It is evident that:

= While the majority of respondents had used one or more of the information sources,
40% had not used any of them, a result which is unchanged since 2005. Those
most likely to be in this non-user category were people with lower financial literacy
scores (62% of quintile one, 49% of quintile two). In line with the profile of these
lower financial literacy groups, non-users of these information sources were most
likely to be found amongst:

o People aged 18-24 years (47% of whom did not use any of these information
sources) and those aged 70 years or more (50%);

o Females (43% versus 36% of males);

o Those not in paid work (48%) or, if working, employed in lower blue
occupations (58%);

o Those with household incomes below $58,000 (50%);
o Those whose schooling did not go beyond Year 10 (57%); and

o Those who were members of the SEIFA groups exhibiting the greatest relative
socio-economic disadvantage (49% in group one and 46% in group two).

Table 4.3.1a Use of financial education materials in the last 5 years

Survey
Sources of financial information (prompted) 2005 2008
Base: Total Sample (n=3513) (n=3500)
% %
Publications/Seminars used in last 5 years ! !
Financial sections - newspapers/magazines ........................ ’ 37 : 42
Books/other financial publications . . .............. ... ... ... .. ..., E 27 i 26
Internetfinancesites .......... ... ..l : 22 i 27
Finance industry publications . .............. ... .. ... ..o E 30 E 27
Government finance publications (eg: ASIC, Consumer Affairs)....... : 24 : 23
Community organisation publications ............................. E 11 E 12
SEMINAIS . . .o ' 17 : 15
Other SOUMCES . ..ottt e e e e E 3 E <1
NONE OFthESE . . . o v e et e e E 40 E 40
Prompted question, multiple responses allowed. Not asked in 2002.

= Compared to 2005, there were increases in:

o Readership of the financial section of newspapers (up 5 points to 42%), an
activity which was particularly prevalent amongst males aged 60 to 69 years
(57%); and
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o Use of financial sites on the internet (up 5 points to 27%), an activity most likely
to occur amongst males aged 25 to 44 years (39%).

Use of financial advice from others is summarised in Table 4.3.1b. All respondents were
asked if they had consulted any of the people shown in the table. As shown:

The vast majority of respondents (86%) had consulted one or more of the people
mentioned with financial management or planning specialists and friends or family
mentioned most often

14% of respondents had not consulted any of the people mentioned, slightly fewer
than in 2005 (17%). Those most likely to be in this category included people with
relatively low financial literacy scores (25% of quintile one) and hence were more
likely to be found in a similar set of demographic and socio-economic subgroups as
those who did not use the sources of information discussed in relation to Table
3.3.6a. The highest proportion of people who had not consulted any of the sources
listed in Table 3.3.6b included:

o Those aged 70 years or over (22%)

o Those not in paid work (21%) or, if not in paid work, employed in lower blue
collar occupations (19%)

o Those with household incomes below $58,000 (21%)
o Members of SEIFA groups one (20%) and two (18%), and
o Single parents (20%).

Non-use of these sources by 18-24 year olds was not above average here although
young people were much more likely to have consulted family or friends (76%) than
a financial management/planning specialist like an accountant, tax specialist or
financial planner (36%).

Table 4.3.1b  Use of financial advice from other people
Survey
Sources of financial advice (prompted) 2005 2008
Base: Total Sample (n=3513) (n=3500)
% %
Financial advisers/specialists used ! !

Used a financial management/planning specialist. ................. : 62 : 64
Accountant . ... ... ! 44 ! 45
Taxation SPECIalist . . . . .. ...t " 23 : 26

1 1
Financial planneroradviser................................... , 34 : 34

Mortgage broker . ... ... it . 13 | 18

Insurance broKer . . ... e ' 12 | 12

StOCK BrOKer . . .o . 10 | 10

Bank manageroremployee ......... ... ... i ' 35 | 39

Financialcounsellor. ... .. s 13 | 13

Centrelink Financial Information Service Officer..................... E na E 1

Family orfriends ..........co i : 45 | 47

SOMEONE EISE . . ... E 2 E 2

None of thesSe. . .. ... ’ 17 | 14

Prompted question, multiple responses allowed. Not asked in 2002.
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The incidence of consulting specific types of people was largely unchanged since
2005 apart from a significant increase in the proportion who had consulted a
mortgage broker (up 5 points to 18%). People aged 25-44 years, those most likely
to be in the home buying market, were the most likely to have done this (28%).

There was also an increase in the proportion of people who had obtained financial
advice from a bank manager/employee (up 4 points to 39%). Once again, 25-44
year olds were the most likely to have done this (46%), with the need to arrange a
home loan possibly a key driver of this behaviour.

There was also a slight increase (from 23% to 26%) in the proportion of
respondents who had contacted a tax specialist.

Finally, all respondents were asked whether they had used a financial products rating

agenc

y such as Cannex or Morningstar or an organisation such as the Australian

Consumers’ Association or its magazine Choice to compare financial products or services.

Those

who had used either or both types of organisation were asked what types of financial

products or services they had compared. As shown in Table 4.3.1c:

A total of 23% of respondents had used either or both of these types of
organisation to compare financial products or services — 19% organisations such as
the Australian Consumers’ Association and 6% ratings agencies such as Cannex or
Morningstar.

Table 4.3.1c  Comparison of financial products and services
Comparison of financial products or services 2008
%
Have you ever used the following types of organisation to compare '
financial products or services? (prompted) '
Base: Total sample |, (n=1205)
Financial products rating agency like Cannex or Morningstar................. i 6
Organisation like the Australian Consumers Association or"  Choice " ....... : 19
Net: Have used either of these types of organisation .......................... E 23
No haven't used either of these types of organisation ......................... ! 77
Prompted question, multiple responses allowed.
Base: A randomly selected subset of eligible respondents.
Types of financial products or services compared (unprompted) :
Base: Have used either of these types of organisation : (n=280)
Banking products - loans/accounts/credit cards E
Mortgage products/investmentloans .......... ... .. ... . : 25
Everyday bankingaccounts . .......... . E 16
Creditcards ... ... : 13
Personalloans . . ... : 7
On-line savings accounts . . ... E 4
Superannuation/Investment products or advice :
Superannuation fUNAS . ... ..ottt e : 20
Managed funds/Managed investments .............. ... ... i, E 15
Financial adViSers . ... ........iiiii i '
Stocks and shares . .. ... | 3
Retirementincome products . ......... ... e E 1
Other financial products or services :
INSUMANCE . ... E 23
Other financial products Or services ...t : 12
Can'trecall . ... ... e E 14
Unprompted question, multiple responses allowed.
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= Use of these types of ratings agencies was lowest amongst those with low levels of
financial literacy (12% in quintile one and 16% in quintile two) and significantly
higher amongst those with high financial literacy scores (32% in quintile four and
35% in quintile five).

Use was also above average amongst 35-44 year olds (30%), although males in
this age group were above average in their use of financial product ratings
agencies such as Cannex or Morningstar (14%) while 35-44 year old females made
above average use of organisations such as the Australian Consumers’ Association
(27%).

Use of ratings agencies was above average amongst those with high household
incomes (34% amongst those with household incomes of $150,000 or more), those
with a university degree (39%) and those working in upper white collar occupations
(35%).
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Section 5 Transaction Products

5.1

Introduction and key findings

This section of the report examines the incidence of everyday banking accounts amongst
the population and the extent to which people comparison shop when seeking a new
account of this type.

Key findings

= Everyday banking accounts continue to be widely held (97% of survey respondents
said they had an everyday banking account).

= Around two-thirds (65%) of those who had obtained a new everyday banking
account shop around to some extent when looking for an account of this type. This
proportion was not significantly different from those recorded in the 2002 and 2005
surveys.

= Lack of comparison shopping was most evident amongst those exhibiting relatively
low levels of financial literacy and amongst older people, particularly those aged 70
years or over.

5.2

5.3

Incidence of everyday banking accounts

All respondents were asked if they held “an ordinary everyday account with a bank, building
society or credit union”. Almost all (97%) responded in the affirmative, a result which
matches the incidence of this product type in both the 2002 and 2005 surveys.

Those aged 70 years or over were slightly less likely than average to report having an
everyday account. Nevertheless, even in this relatively “low incidence” age group, 95%
held an account of this type and 97% said they had either an everyday account or a high
interest savings account.

Obtaining a new everyday banking account

All those who held an ordinary everyday account” were asked to what extent they shop
around** when looking for an account of this type. Those who did not “shop around” at all,
were asked why they did not do so. Results are summarised in Table 5.3.1a.

= Around two thirds (65%) of those who had obtained a new everyday banking
account do at least some comparison shopping when looking for a new account.
The overall level of comparison shopping in 2008 was not significantly different
from that reported in 2002 (66%) and 2005 (62%) although the proportion saying
they “shopped around a little” was slightly higher in 2008 than in either of the earlier
surveys.

Against this, just on one in three (34%) do not shop around at all when seeking a
new everyday account.

Those most likely to say they do not shop around when looking for an everyday
account were:

o Those with lower levels of financial literacy (50% of quintile one compared with
23% of those from quintile five)

o Older people aged 70 years or more (57%)

o Those living in areas of relatively high socio-economic disadvantage (43%
amongst those from SEIFA group one) and, reflecting this, those with annual
household incomes below $25,000 (48%) and those whose schooling ended at
or before Year 10 (49%).

* Note: Those who had never needed to obtain a new everyday account were excluded from the analysis.
* This was defined as “... shop around by comparing financial products from different organisations”.
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Table 5.3.1a Comparison shopping for an everyday banking account

Shopping around for everyday banking account

When looking for an everyday account with a bank, building
societyor credit union do you shop around ....
Base: Have obtained a new everyday banking account

Afair it . .
A . oo

Net: Any shoppinground atall. ........................ccciiuinn.
Notatall. ...

CaN  SAY .« ottt

Survey
2002 2005 2008

% % %
: I :
1 1 1
i (1=3075) | (n=1501) 1 (n=1065)
1 1 1
' 15 i 12 : 10
21 18 17
' 30 : 32 : 38
. 66 1 62 1 65
. 32 ; 37 : 34
o2 1 b

Prompted question.

Base: A randomly selected subset of eligible respondents in 2005 and 2008, all eligible respondents in 2002.

= Reasons given most often for not shopping around for an everyday account were
not significantly different from those recorded in the 2005 survey. As shown in

Table 5.3.1b, they included:

o Perceived lack of any necessity for this given the satisfactory relationship

existing with the current bank (39%)

o Lack of the time or interest to do this - 11% “couldn’t be bothered”, 8% “didn’t
have the time” and 5% couldn’t see any point feeling that all providers were

much the same, and

o Accepting someone else’s advice, particularly that of friends or family members

(14%) which was slightly more likely to be mentioned than in 2005 (9%).

Table 5.3.1b Comparison shopping for an everyday banking account

What is the main reason you don't shop around?

Lack of time/interest

Take someone else's advice

Lack of choice

Base: Did not shop around for everyday account

Happy/good relationship with currentbank. .. ......................

Couldn'tbebothered ... ... ... .. ... . . . '
Donthavethetime.......... .. ... .. . . . . . . '
"Theyreallthe same" . .. ... ... ... . i '

Just go with what is recommended by financial expert . . .. ......... '

Spouse/partner does shoppingaround. . . ......................]

Onlyonebankintown.......... ... ... .. . i,
Part of a package/combined with other financial product. ... ........

Why not shop around for everyday banking account

Just go with what is recommended by friend/family member .. ... ... '

Too hard to make comparisons/get information. .. .................. E
Allotherreasons . . ... ...t E
Unsure/Cantrecall ........................... .y E

2008
%

(n=380)
39

14

15

Unprompted question, multiple responses allowed.

The Social Research Centre



ANZ Survey of Adult Financial Literacy in Australia (2008) 39

Section 6 Borrowing and Debt

6.1

Introduction and key findings

This section of the report focuses on borrowing and debt. It examines the community’s use
of loans and credit cards including people’s understanding of key rules governing their use,
the extent to which people shop around during their acquisition and the management of
both the products themselves and of current debt obligations.

Key findings
Product incidence

= Since 2005 there have been increases in the incidence of owner occupier
mortgages (up 5 points to 34%) and personal loans (up 3 points to 17%), while

= The proportion of people saying they have credit cards (down 3 points to 65%) and
store cards (down 3 points to 16%) was lower than in the 2005 survey.

Lending sources

= During the last 12 months 45% of respondents had borrowed money. Most often
this was from a mainstream financial institution (24%) or from family or friends
(14%). The latter source was used frequently by young people - 46% of 18-24 year
olds had borrowed from family or friend in the last 12 months.

= Use of pawn brokers (2%), payday lenders (1%) and debt rescue companies (less
than 1%) was low. These sources were slightly more likely to be used by members
of financial literacy quintile one but were also used by a few respondents from the
higher literacy quintiles, a finding that suggests personal circumstances may leave
someone little option other than to use lenders of this type, regardless of their level
of financial literacy.

Loan acquisition

= Since 2005, fewer mortgage holders had shopped around when arranging their
mortgage (down from 79% to 73%). This appears to be at least partly explained by
the increased use of mortgage brokers (up from 13% to 18% of the total sample as
a source of financial advice) and other sources of expert advice (there was a 10
point increase in mentions of “going with the advice of an expert/broker’ as a
reason for not shopping around for a mortgage).

= 39% of mortgage holders had used a mortgage broker to arrange their loan, with
borrowers under 35 years of age the most likely to have done so (54%).

Management of current debt levels

The findings suggest that overall the proportion of people who say they are comfortable
with their current debt levels has not changed since 2005. Those with substantial loan
commitments and moderate incomes, are experiencing some discomfort with their current
debt levels and, to varying degrees, are feeling vulnerable to further interest rate rises.

= 72% of all respondents were at least “fairly comfortable” with their current levels of
debt, a result which is unchanged since 2005. At the same time 18% expressed
some degree of discomfort with the amount of money they currently owe. This
figure rose to 29% amongst those holding a mortgage of $300,000 or more and to
44% amongst those with this level of mortgage outstandings and an annual
household income of $65,000 or less.

= |n the event of a further increase in interest rates

o 44% of mortgage holders said they could meet the higher mortgage
repayments without too many problems

o 30% said they would have to cut back on other expenditure, typically people
with moderate household incomes in the range $58,000-$79,999, and
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o 9% said they would be in difficulty (8% would “really struggle”, 1% would not be
able to make the additional repayments), typically those with annual household
incomes below $58,000.

In the last 12 months, 8% of all respondents had missed a repayment on a loan,
mortgage or credit card. This was up from 5% in 2005. Missed payments were
generally on a credit card (40%), personal loan (25%) or mortgage (18%) with the
most common reasons given for missing repayments being “not planning/budgeting
correctly” or unemployment.

Understanding of credit rating and repayment responsibilities

There were indications of some improvement in the understanding of key aspects of debt
products since 2005.

77% of credit card holders understood that the primary card holder is entirely
responsible for debt incurred by a secondary card holder. This was up 5
percentage points from 72% in 2005. Despite this improvement, a substantial
minority (40%) of those aged 18-24 years and of those aged 70 years or more gave
a response other than the correct one.

83% of those with a loan understood that both parties are responsible for the full
repayment of a jointly held loan, up 3 percentage points from 80% in 2005. Again
however, 18-24 year olds (28%) and those aged 70 years or over (31%) were the
most likely to be unaware of this.

59% of all respondents understood that being more than 60 days late with the
minimum payment on a credit card was the thing most likely to give someone a bad
credit rating. This was not significantly different from the result of 61% recorded in
2005. Forty-one percent of respondents were not aware of this with females aged
18-24 years (66%) and females aged 70 years or more (69%) the most likely to
select an incorrect response.

Those with higher financial literacy scores were more likely to identify the correct response
for each of these questions than were those with relatively lower levels of financial literacy.
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6.2 Incidence and source of loan products

Incidence of loan products

Table 6.2.1a shows the incidence of a range of loan products within the adult population. It
is evident that:

= There is wide variation in the incidence of products shown in the table ranging from
the 65% who used a credit card down to just 2% who reported using margin loans
and equity release products.

= Some changes were evident since 2005 including slight decreases in the proportion
who said they held credit cards (down 3 points to 65%) and store cards (down 3
points to 13%) and slight increases in the proportion holding owner/occupier
mortgages (up 5 points to 34%) and personal loans (up 3 points to 17%).

Credit cards

= Subgroup differences in the use of credit and store cards were discussed earlier
in Section 3.2 where age and household income were seen to be strongly
associated with the use of credit cards but not with store cards.

Table 6.2.1a Incidence of loan products

Survey
Loan products held 2002 2005 2008
Base: Total sample | (n=3548) (n=3513) (n=3500)
% % %
Credit Cards ! ' !
Creditcard................................. . 64 1 68 65
Storecard............cooiiiii i 15 i 16 i 13
Loans | | |
Mortgageonownhome ...................... ... E 32 E 29 E 34
Mortgage on investment property ...................... e 11 1
Personalloan ......... .. ... . i E 18 E 14 E 17
Line of creditoroverdraft ................. .. .........., | 14 12 | 14
Lease or hire purchase agreement ..................... : 11 | 9 | 9
Homeequityloan .................................... E 8 E 9 E 7
Marginloan .............cooiiiiiii : 2 2 : 2
Equityreleaseproduct ........ ... . ... oL E na E na E 2
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Loans

34% of respondents held an owner-occupier mortgage. People aged 30-55
years were the most likely to have a mortgage of this type (51%), especially people
of this age with household incomes of $58,000 or more (62%), who lived in a
couple household with children (63%).

11% of respondents said they had a mortgage on an investment property (58%
of those who owned an investment property). Incidence of this product was highest
amongst a slightly older demographic than owner-occupier mortgages peaking
amongst those aged 35-54 years (17%). Within this age group people with higher
incomes (27% of those with household incomes of $100,000 or more per annum)
were the most likely to hold a mortgage of this type.

Of those who held a mortgage on an investment property, 60% also had an owner
occupier mortgage on their own home.

Home equity loans were held by 7% of respondents. The incidence of these
loans was highest amongst those aged 35-59 years (12%), particularly people in
this age group who had household incomes of $80,000 or more (16%).

A similar pattern was evident for the 14% of the total sample who said they had a
line of credit or overdraft. That is, these loans were also more likely to be held by
people aged 35-59 years (20%), people earning higher household incomes, in this
case incomes of $150,000 or more (29%). Margin loans (held by 2% of the total
sample) were also more likely to be held by people aged 35-59 years (4%) with
household incomes of $150,000 or more (10%).

Use of lease and hire purchase agreements was highest amongst those aged
35-44 years (14%), particularly 35-44 year olds earning higher annual household
incomes of $100,000 or more (20%).

Personal loans, held by 17% of respondents, were the type of loan used most
often by people under 30 years of age - 24% of this age group held a personal
loan.

Finally, just 2% of all respondents said they held an equity release product such
as a reverse mortgage or shared appreciation mortgage.
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Sources of borrowed funds

All respondents were asked if they had borrowed money from any of the sources shown in

Table 6.

Table 6.2.1b

2.1b.

55% of respondents said they had not borrowed any money during the last 12
months (note this does not mean these people do not have any loans, just that any
loans they do have were taken out more than 12 months ago)

The lending sources used most often during the last 12 months were mainstream
financial institutions (24% - slightly lower than the 2005 figure of 27%), family and
friends (14%), particularly by those aged 18-24 years, 46% of whom had borrowed
money from this source, store loans/retailer finance (10%) and finance companies
(7%).

Lending sources used in last 12 months

Lending sources used in last 12 months 2005 2008

Which of the following, if any have YOU PERSONALLY used to
borrow money in the last 12 months for any purpose?

Bank, building society or creditunion .......... ... . L ; 27 : 24
Family orfriends . . ... .. E 14 E 14
Store loan or interest free/Retailer finance ............... ... ... ... ... i 11 : 10
Finance company ... E 6 E 7
Cashadvance onsalary ..................cccooeiiiiieiiiio... | 1 : 1
Pawn broker . ....... .. . E 1 E 2
Payday Lender . ... ... ) 1 : 1
Debtrescue or debtreliefcompany ............. ... ...l E - E <1
OtNer E 1 E 2
None ofthese ... 2 55 | 55

Survey

Base: Total sample (n=3513) (n=1162)
% %

Prompted question, multiple responses allowed.
Base: All respondents in 2005. Randomly selected subset of all respondents in 2008.

Retailer finance was used most often by those aged 35 to 44 years (18%) while no
clear differences were evident in the types of people who had borrowed from a
finance company in the last 12 months.

Use of pawn brokers (2%), payday lenders (1%) and debt rescue companies
(less than 1%) were all at a low level.

Interestingly, there were no significant differences between financial literacy
quintiles in terms of the use of these three sources (2% of those from quintile five
had used one of these sources in the last 12 months versus 3% of those from
quintile one).

In attempting to understand why this should be so, it is useful to look in some detail
at the personal situations of those members of quintile five who had used this type
of lender. While the number of people involved was very small (only 1 member of
quintile five had used a payday lender in the last 12 months), the individual
situations of these respondents provided in the following case summaries point to
the fact that personal circumstances can over-ride a high level of financial literacy.

The Social Research Centre



ANZ Survey of Adult Financial Literacy in Australia (2008)

Case Summary One

Glenda, a member of quintile five (with an average FLS of 119.2) has borrowed
money from a payday lender in the last 12 months.

Glenda is a 53 year old woman who works full-time to earn a personal income in the
range $35,000 to $40,000. She has a partner, but her partner’s contribution to the
total household income of $50,000-$60,000 is limited.

The couple’s asset position is relatively weak as they are renting their home, the total
value of their savings and investments is less than $5,000 and their total debt is in the
range $5,000-$10,000. That is, their liabilities are greater than their assets. They
also still have one child over 16 years of age living at home.

They have struck financial trouble in the last 12 months when a credit card repayment
was missed due to her partner becoming unemployed.

Case Summary Two

Donna is a member of quintile five (with an average FLS of 113.6) who has borrowed
money from a debt rescue company in the last 12 months.

Donna is a 33 year old single mother of two children. She has a university degree
and does some part-time work but government payments are her main source of
income and, as a result, her household income is only $10,000-$15,000 a year.

She has little in the way of assets as she rents her home, has less than $100 in
savings and investments and has between $2,000-$5,000 in debts.

The Social Research Centre



ANZ Survey of Adult Financial Literacy in Australia (2008) 45

6.3 Understanding of credit rating and repayment responsibility

Understanding some aspects of borrowing money was assessed via respondents’
knowledge of the factors which influenced a person’s credit rating and of the responsibility
for repayment of debt on jointly held credit cards and loans.

Fifty-nine percent of respondents nominated the correct option of being more than
60 days late with the minimum payment on a credit card as the thing most likely to
give someone a bad credit rating. This was not significantly different from the 61%
who selected this response in 2005.

Forty-one percent did not select the correct option with those most likely to do this
being females (47% versus males 35%), particularly females aged 18-24 years
(66%) or 70 years plus (69%).

Seventy-seven percent of people with a credit card said correctly that the primary
credit card-holder is solely responsible for the debt on that card, slightly higher than
in 2005 and 2002. In total, 23% were unaware of this with lack of awareness
highest amongst credit card holders aged 18-24 years and amongst those aged 70
years or over (40% from both of these groups selected an incorrect response).

Eighty-three percent of those who held loans of any sort, were aware that both
holders of a joint loan are responsible for repayment of the entire debt. This result
was slightly lower than that obtained in 2002 (87%) and slightly higher than the
80% reported in 2005. Seventeen percent were not aware of this responsibility,
with lack of awareness above average amongst loan holders aged 18-24 years
(28%) and amongst those aged 70 years or over (31%).

Table 6.3.1a Understanding of borrowing
Survey
Understanding of loan products 2002 ‘ 2005 | 2008
% % %
Which one of the following is most likely to give someone a bad credit rating? 1 : :
Base: Total Sample | na | (=1756) | (n=1162)
Being more than 60 days late with the minimum paymenton a creditcard ............................ y na : 61 : 59
Taking out a second mortgage to buy yourown home ...............ccoiiiiiiiiiieniaa... : na : 11 : 11
Borrowing from an organisation otherthanabank................... ... ... ..o : na : 9 : 11
Asking the bank for an increased overdraft..................co oot 1 na 1 7 1 6
LT = : na : 12 : 13
Prompted question. Not asked in 2002 I I I
Base: A randomly selected subset of eligible respondents in 2005 and 2008.
If you, as primary holder of a credit card, arrange for a second person to be : : :
provided with a card in your name, which one of the following most accurately : : :
describes your responsibility for debt incurred by that person on the card? : : :
Base: Have credit or store card : (n=2224) : (n=2567) : (n=2379)
You are entirely responsible for any debt the other person incursonthecard........................} : 74 : 72 : 77
You and the other person are each responsible for half the total debtonthe card. .................... : 9 : 11 : 8
You are only responsible for debtincurred on the card by the other person : : :
iftheyareunder 18. ... ... . o : : : 5
You are notresponsible for any debt the other person incursonthecard............................] : : 8 : 5
L3S = ! 1 4 1 5
If two people jointly take out a loan, which one of the following most accurately : : :
describes the responsibility for repayment of the loan? : : :
Base: Haveloan 1 (n=1862) 1 (n=1763) 1 (n=1885)
Both persons are responsible for repaymentoftheentireloan ...l : 87 : 80 : 83
Each person is responsible for repaymentofhalftheloan...........................ool : : 15 : 12
Only one person must be responsible for repaymentofthe entireloan......................... ... : : 3 : 3
The older of the two persons is responsible for repaymentofthe entireloan........................., : <1 : 1 : <1
UNSUIE . ..ottt e e e e e e e e e e e e | 2 : 1 : 2
Prompted question.
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Further to the issue of understanding credit ratings, all respondents were asked what sort of
information, as far as they knew, is collected to determine someone’s credit rating. As
shown in Table 6.3.1b the things mentioned most frequently were:

Repayment defaults (29%), particularly by those with higher financial literacy
scores (45% of quintile five compared with 13% of those in quintile one);

Making late repayments - 20% mentioned this without specifying any particular
time-frame, 11% mentioned being late by 60 days or more and 6% mentioned
making repayments that were less than 60 days late; and

14% thought someone’s history of loan and credit applications would be taken into
account.

28% of respondents said they didn’t know what information was used. Those in
quintile one (53%) were much more likely to give this response than people from
quintile five (9%) as were those aged 70 years or more (55% “don’t know”).

Due to a change in the codes used®, these results are not strictly comparable to the figures
from 2005. Nevertheless, the pattern of responses in 2008 was similar to that in 2005 when
29% of respondents mentioned repayment defaults, 22% mentioned late repayments and
30% gave a “don’t know” response.

Table 6.3.1b  Awareness of information used to determine credit rating

Information used to determine credit rating ‘ 2008
| %
As far as you are aware, what sort of information is collected to
determine your credit rating? !
Base: Total sample \ (n=1162)
Repayments history E

Repaymentdefaults . ...... ... .. .. .. . E 29

Late repayments - time not specified . .. ......... ... .. ... L. E 20

Late repayments - 60 days OF MOFE . . . . .« ... eeeeeeeee e 11

Late repayments - lessthan60days . .. ....... ... ... ... . . ... E 6

Repayment history ... ............ i 4
Credit applications history E

History of loan or credit applicationsmade . .. ......................... 2 14

Any refusals of loan or credit applications . ... .......... ... ... ... ..., E 8
Financial situation E

Details of your income and expenditure . . ... ...... .. ... .. .. ... ... E 11

Financial and banking history. . .. ........ ... . E 10

Currentlevelofdebt . ...... ... .. .. .. . . . :

Record of bankruptcy orbaddebts . .. ......... ... ... L.
Employment history .. ....... . . . E 3
Other response . . ...t E 6
Don'tKNOW . . ... E 28

Unprompted question, multiple responses allowed. l
Base: A randomly selected subset of eligible respondents.

% The time period for late repayments was changed from 3 months in 2005 to 60 days for the 2008 survey.

The Social Research Centre



ANZ Survey of Adult Financial Literacy in Australia (2008) 47

6.4 Credit card management

All those with a credit or store card were asked if they checked their credit or store card
transactions. Those who said they did were asked what they looked for when checking
these transactions while those who said they did not were asked why they didn’t do so.
Results presented in Table 6.4.1a show that:

= Almost all credit and store card holders (93%) do check their credit and store card
transactions

Fraudulent activity (74%) and “checking everything is right’ (28%) were the things
card holders were most likely to check for.

= Only 7% (n=53) said they did not check their card transactions.

The most common reasons for failing to do this included someone else checking
the transactions (23%) and lack of interest in the task (“couldn’t be bothered” 23%,
“don’t have the time” 20% and just assuming they’re correct 17%).

Table 6.4.1a Checking of credit or store card transactions

Checking of credit/store card transactions 2008
%
Do you check your credit or store card transactions? :
Base: Have credit or store card E (n=802)
Y S ot 3 93
o E 7
Question not comparable to the version used in 2005 I
Base: A randomly selected subset of eligible respondents.
And what do you generally look for when you check your credit or E
store card transactions? '
Base: Check credit/store card transactions |  (n=747)
Transaction activity :
Transactions are correctand notfraudulent ........... ... ... ............ E 74
Check thateverythingisright ...... ... ... ... : 28
Date of transactions ............c.. i : 6
Account position '
Accountbalance ...... ... .. E 21
Amount Spent .. .. d 18
Amountrepaid .. ... ... : 6
Available credit ... ... ... ' 5
Costs E
Interestcharged .. ...... ... . : 16
ACCOUNETEES . ... : 13
Foreign exchange fees ........ ... i : 1
Administrative issues |
Date paymentisdue . ......... . E 4
Minimum paymentdue ......... .. ' 3
Statementdate . ... : 2
Other things :
Reward scheme points/information ................... ... . ... .. ... E 3
Allother things . . .. ..o ! <1
Unprompted question, multiple responses allowed
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6.5 Loan acquisition

Two aspects of loan acquisition are considered in this section — the extent of comparison
shopping for both mortgages and for loans other than mortgages and the use of mortgage

brokers.

6.5.1 Comparison shopping for mortgages and other loans

Looking first at comparison shopping for loans, all those with a mortgage were asked how
much they shopped around when arranging their mortgage. Similarly all those with a loan
other than a mortgage were asked how much they shopped around when arranging a non-
mortgage loan. Table 6.5.1a presents the results.

Seventy-three percent of those with a mortgage said they had shopped around
when arranging their mortgage. This was lower than in 2002 (82%) and 2005
(79%).

Just over one in every four (26%) mortgage-holders said they had not shopped
around, slightly more than in 2002 (16%) and 2005 (20%). This change reflects
two factors. Firstly the question was changed slightly in 2008 to apply specifically
to the most recently acquired mortgage while the question in 2002 and 2005
applied to shopping for mortgages in general. Secondly there is evidence of
borrowers making greater use of advice from financial experts such as mortgage
brokers (see Table 6.5.1b) than in 2005. Typically the use of expert advice in this
situation is seen as a replacement for personal shopping around.

Those least likely to shop around for a mortgage were older borrowers (31% of
those aged 45 to 59 years had not shopped around at all when arranging their
mortgage). It should also be noted that 40% of mortgage borrowers from quintile
one had not shopped around at all compared with 20% of quintile five suggesting
that level of financial literacy was a factor in the extent to which comparison
shopping took place.

Table 6.5.1a Comparison shopping for mortgage and loan products
Survey
Shopping around for mortgages/loans 2002 ’ 2005 ’ 2008
% . % . %
! I !
When arranging a new mortgage did you shop around .... E i E
Base: Have obtained a mortgage on home/investment property : (n=591) : (n=595) : (n=1279)
Aot . : 34 ; 30 ! 23
ATAIEDI . oo voo28 24 1 24
Alttle . . : 20 ; 25 : 26
Net: Any shoppingroundatall. . .............................. : 82 | 79 : 73
Notatall......... ... E 16 i 20 E 26
CaAN ESAY .« vttt E 2 E 1 E 1
Prompted question.
Base: Randomly selected subset of eligible respondents in 2002 and 2005. All eligible respondents in 2008.
When arranging a new loan other than a mortgage do you : : :
shop around .... E E E
Base: Have obtained a loan other than mortgage 1 (n=1161) . (n=486) 1 (n=323)
Aot . e E 27 E 21 E 15
ATRIEDI . : 23 25 23
Alittle . .o E 28 i 29 E 32
Net: Any shoppinground atall. ............................... : 78 : 75 : 70
Notatall........ ... E 21 i 23 E 30
CaAN'ESAY .« e v e v et i 1 i 2 E .
Prompted question.
Base: Randomly selected subset of eligible respondents in 2002, 2005 and 2008.
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Seventy percent of those with loans other than a mortgage said they shopped
around when arranging such loans, fewer than in 2002 (78%).

Thirty percent said they do not shop around for such loans. As with mortgages,
more respondents said they don’t shop around in 2008 than in either 2005 (23%) or
2002 (21%). In this case the same question was used as in the earlier surveys so
the change in shopping around appears most likely to reflect the increased use of
advice from financial experts and brokers and friends/family members (see Table
6.5.1¢c).

For loans other than a mortgage there was no clear relationship between age and
shopping around although financial literacy again appeared to be a factor. One in
two (50%) of those from quintile one don’t shop around at all when arranging a loan
of this type compared with 26% of those from quintile five.

Reasons for not shopping around for a mortgage are shown in Table 6.5.1b. Mentioned
most frequently were:

A satisfactory pre-existing customer (43%) or working (8%) relationship with a bank
or other lending organisation, and

Accepting the recommendation of a financial expert/mortgage broker (26%), up 10
points on the 2005 figure and pointing to the increased role played by advisers
such as mortgage brokers during the last 3 years.

Table 6.5.1b  Reasons for not comparison shopping for a mortgage
Reasons for not "shopping around" - mortgage 2008
Base: Did not shop around for mortgage (n=342)
%
What is the main reason you didn‘t shop around? :
Relationship with existing bank/FI !
Happy with current one/like to keep withonebank............................ ’ 43
Work there/staffloans. . . ... ! 8
Take someone else’s advice E
Go with recommendation of financial expert/broker ........................... " 26
Just go with what is recommended by friend/family member ................... . 6
Spouse/partner does shoppingaround. ............ ... . . i : 2
1
Lack of time/interest .
1
Couldn'tbe bothered. . ... ... ! 5
"They're allthe Same" . ... ... ... .t e ) 3
Don'thave thetime. ... ... ... .. e E 4
Too hard to make comparisons/getinformation............................. ... : 5
1
ALOthEI FEASONS . . . ..ottt et et et e : 4
1
Unsure/Can'trecall . . ..........oo i : 2
1
Unprompted question, multiple responses allowed.
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A similar response pattern was evident amongst those who don’'t shop around when
arranging a loan other than a mortgage. As shown in Figure 6.5.1c, the reasons mentioned
most often for not comparison shopping were:

= A pre-existing banking relationship (41%), and

= The recommendation of a financial expert/broker (22% versus 15% in 2005) or a
friend or family member (10% versus 6% in 2005).

Table 6.5.1c  Reasons for not comparison shopping for a non-mortgage loan

Reasons for not "shopping around" - other loan 2008
Base: Do not shop around'for loan other than mortgage (n=95)
| %
What is the main reason you didn‘t shop around? E
Relations hip with existing bank/FI .
Happy with current onel/like to keep withone bank. ........................... E 41
Work there/staffloans. . .. ... .o " -
Take someone else’s advice E
Go with recommendation of financial expert/broker .. ........ ... .. ... . ... E 22
Just go with what is recommended by friend/family member ............. ... .. 3 10
Spouse/partner does shoppingaround. . .......... ... i i E -
Lack of time/interest )
Couldn'tbe bothered. . ... ... E 9
Don'thave the ime. . .. ... ..ot ’ 8
"They're allthe same" . .. ... .. e E 2
Too hard to make comparisons/getinformation................................ : 1
AllOther reaSONS . . .. i E 1
Unsure/Can'trecall . ... ... i E 3
Unprompted question, multiple responses allowed.
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6.5.2 Use of mortgage brokers

Given the increased profile of mortgage brokers in the lending market over the last few
years, all those with a mortgage on either their own home or an investment property were
asked if they had used a mortgage broker when this loan was arranged. Those who had
done so were asked what things they had considered when deciding which mortgage
broker to use. As shown in Table 6.5.2a:

= Thirty-nine percent of those who held a mortgage on either their own home or an
investment property said they had used a mortgage broker to arrange their loan.
Borrowers aged under 35 years were the most likely to have done so (54%).

= Choice of broker was most often influenced by the recommendation of friends or
family (38%), the service obtained by using a broker both in terms of the
convenience offered by someone else handling the comparison shopping (14%)
and of the perceived professionalism of the service received (12%), the broker’s
reputation (15%) and price related issues including gaining access to the best deals
(13%) and charging low fees (10%).

Table 6.5.2a Use of mortgage brokers

Use of Mortgage Brokers ‘ 2008
%
1
Did you use a mortgage broker (when arranging new mortgage)? :
Base: Have mortgage on home/investment property | (n=1331)
Yes-used amortgage broker....... ... .. E 39
No - didn'tuse amortgage broker . ............ .. .. .. : 61
Question not asked in 2002 or 2005.
1
What were the things that you considered when deciding which :
mortgage broker to use? :
Base: Used a mortgage broker : (n=491)
Recommendation E
Recommended by friend/family member............... ... .. ... ; 38
Recommended by financialexpert........ ... ... .. . il | 11
Service E
Convenience, didn't have to shop around myself.......................... : 14
ProfesSIONal . . . ...\ttt : 12
Friendly, good people skills . . . ....... .. : 8
Attentive, personalservice . ... E 5
Reputation/image !
Reputable brand ... ... ... ... i : 15
They "knewthe market" . ... ... .. . : 7
Theywere onmy Side . .. ... it E 5
INdepPeNdENnCE . .. ..o , 3
Endorsement by celebrity/Consumer testimonial . .......................... ! 1
Pricing '
Hadthe bestdeals .. ..........uuiiiii e : 13
LOWTEES . . .o ettt e e e e e : 10
AllOther rEaSONS . . . o E
No particularreason ........... ... ... : 5
Can'trecall. ... ... : 3
Unprompted question, multiple responses allowed.
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6.6 Management of current debt levels

Management of current debt was evaluated by asking all respondents about their level of
comfort with their current debt, mortgage holders about their ability to cope with an increase
in interest rates and all respondents if they had missed any repayments on loans or credit

cards in the last 12 months.

6.6.1 Comfort with current level of debt

All respondents were asked how comfortable they were with the total amount of money they

owed. Results are presented in Table 6.6.1a.

= The majority of respondents (72%) were at least “fairly comfortable” with their
current level of debt, a result which is unchanged since 2005. At the same time,
around one in five respondents (18%) expressed some degree of discomfort with

the amount of money they currently owe.

= Of those people with $300,000 or more currently outstanding on a mortgage, 29%
were “uncomfortable” with their current debt. This figure rose to 44% amongst
those with mortgage outstandings at this level and an annual household income of

$65,000 or less.

Table 6.6.1a Comfort with current level of debt

Survey
Comfort with current debt level 2005 2008
Base: Total Sample (n=3513) (n=3500)
% %
How comfortable are you with the total amount of money you : y
owe? Would you say you are .... : !
1 I
Very comfortable/Don'towe anymoney. . ............ ... E 39 E 42
Fairly comfortable. . ... ... ... ! 33 ! 30
NET: COMIORAbIE . . . ...ttt ettt aiie e iiieennnnns : 72 : 72
1 1
Very uncomfortable. ........ ... i : 6 ) 7
Somewhatuncomfortable............. ... .. ... ... : 11 : 11
1 1
NET: Uncomfortable. . .............. ... iiiiiiiinnannnnnns : 17 : 18
Neither comfortable nor uncomfortable. . ............................ i 10 i 9
[T 4 =7 ) 1 : 1
1 1

Prompted question. Not asked in 2002.
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Respondents were also asked if they agreed or disagreed with the statement “/ feel out of
control with my borrowing and credit card generally’. As shown in Table 6.6.1b:

= The great majority of respondents (90%) disagreed with this statement, a similar
result to those reported in 2002 (91%) and 2005 (90%).

= Those in quintiles one (87%) and two (88%) were slightly less likely than members
of quintile five (93%) to disagree with the statement.

Table 6.6.1b  Control over borrowings and credit card

Survey
Control of borrowings & credit card debt 2002 2005 2008
Base: Total Sample (n=3548) (n=1756) (n=3500)
% % %
| | :
I feel out of control with my borrowing and credit card generally ? ' : :
Strongly agree . . .. ..o i 1 : 2 x 2
Yo (== A : 6 : 5 : 5
Nt A .ottt ettt et et ' 7 : 7 ’ 7
Strongly disagree . .. ... ... : 46 : 48 2 38
DISAGIEE . . oo v oot e e i 45 : 44 : 52
Net: "Disagree” ... ...t ittt s ; 91 : 92 ! 90
Can'tSaY . ..ot : 2 : 1 2 3
Prompted question
Base: A randomly selected subset of all eligible respondents in 2005, all eligible respondents in 2002 and 2008.
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6.6.2 Ability to cope with increase in interest rates

All respondents who held an owner-occupier and/or an investment mortgage were asked
about their ability to cope if they were advised of another®® interest rate increase. As shown
in Table 6.6.2a:

Table 6.6.2a

Some 44% of mortgage holders felt they could make the higher repayments without
too many problems. Those with higher incomes (66% of those with household
incomes of $150,000 or more) and smaller mortgages (52% of those with
mortgages of less than $150,000) were the most likely to feel this way. Another
16% held a fixed interest rate mortgage and did not see any immediate impact
arising from an increase in interest rates.

However, 30% felt they would need to cut back on other expenditure in order to
meet higher mortgage repayments (39% of those with moderate household
incomes in the range $58,000 to $79,999), while

Almost 1 in 10 (9%) mortgage holders either felt they would “really struggle” to
make higher repayments (8%) or that that they would be unable to do so and that
there was a chance they would default on their loan (1%).

Those living in areas of greatest socio-economic disadvantage were the most likely
to feel this way (15% of SEIFA group one) and, in line with this, those earning lower
household incomes (17% of those with household incomes below $58,000) and
single parents (15%) were also more likely to be in this situation.

Of all subgroups, couples with children and an annual household income of
$65,000 or less were the most likely to feel they would really struggle or default on
their loan (24%).

Ability to deal with an increase in interest rates

Ability to cope with interest rate rise 2008

If you were advised of an upcoming increase in the interest rate on your
mortgage, which of the following statements would best apply to you?

| could make the higher mortgage repayments without too many problems............... 44

| could make the higher mortgage repayments but would have to cut back my
expenditure elsewhere. . .. ... ... .

I would really struggle to make my mortgage repayments as we are already
stretched. . .

I would not be able to make the higher mortgage repayments and there is a
chance | would defaultonmyloan ...... ... .. ... ... . .

My mortgage is on a fixed interest rate so there would be no impact in the
immediate term . .. ... e

Can'tsay...

Base: Have mortgage on home/investment property (n=1331)
%

30

16

Prompted question. Not asked in 2002 or 2005.

% Fieldwork for this survey took place after the RBA’s announcement of an interest rate increase in March, 2008 which
took the cash rate to 7.25%. There were no further rate rises during the fieldwork period.
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Those who felt they would “really struggle” or be unable to meet increased repayments
were asked what they would do if the interest rate did increase. As shown in Table 6.6.2b:

= Just under one in five of these respondents (18%) were unsure what they would do
in these circumstances while another 6% said they wouldn’t do anything.

= Other responses mentioned relatively frequently included:

o Making changes to the management of household finances, particularly by
cutting back spending in other areas (23%); or

o Making changes to the current lending situation including changing the interest
rate structure to a fixed or split rate (13%), discussing options with the lender
(12%), looking for another lender (11%) or selling the property (19%).

Table 6.6.2b  Action that would be taken by those struggling or unable to make mortgage

repayments
Response to increased interest rate 2008
Base: Would really struggle or could not make increased repayments (n=117)

%
And, what would you do if the interest rate increased?

1
1
I
1
Don'tknowwhat I'd do/Can'tsay . .. ...t : 18
1
1
1
1

Household financial management
Cutback spendinginotherareas .............oo it i ! 23
Make more use of credit card for otherexpenses ............... ... .. ... ... ..... g 3

Change lending arrangements/Get rid of loan E

Change loan structure (eg: to fixed rate or splitloan) . .............. ... ... ... ... .... i 13
Discuss with lender to see whatoptionsare available .. ............................. : 12
Shop around foranewlender. ............ i e E 11
SEIthe PrOPEIY . . o oottt e e e : 19
Wouldn'tdo anything . . ... i ] E 6
AllOther TESPONSES . . . . ettt et e et e e e e e e ! 13

Unprompted question, multiple responses allowed.
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6.6.3 Missed loan repayments

A further measure of people’s control over their debt situation was obtained by asking all
respondents if they had missed any repayments on products like loans, mortgages or credit
cards in the last 12 months. As shown in Table 6.6.3a:

In the 2008 survey, 8% of respondents said they had missed at least one
repayment of this type. This was a significant increase on the 5% who had been in
this situation in 2005.

Those most likely to have missed a repayment included 25-44 year olds (13%),
those living in areas of greatest socio-economic disadvantage (12% of SEIFA
group one) and, in line with this, single parents (17%) and people working in lower
blue collar occupations (19%).

As might be expected, debt levels also have a role to play with 21% of those with
mortgage outstandings of $300,000 or more and household incomes of $100,000
or less having missed a payment of this type.

As was the case in 2005, credit cards (40%), personal loans (25%) and mortgages
(18%) were the products on which repayments were most likely to be missed.

Table 6.6.3a Missed debt repayments in the last 12 months
Survey
Missed repayments 2005 2008
% %

At any time in the last 12 months have you NOT been able to make !

a repayment on any loans, mortgages, credit cards or any other '

types of repayments that you have? :

Base: Total sample | (n=3513) (n=3500)

Y S o : 5 8
N O i 95 92

Could you please tell me what repayment it was that you were i

unable to meet? Were there any others? :

Base: Have missed repayment : (n=184) (n=271)

Creditcard . ... i 47 40
Personalloan .. ...........o.iiiiii : 24 25
Mortgage .. ... E 16 18
MOtOr VENICIE IBASE . . . v e e e et e : 6 6
Hire purchase . ........ .. E 3 2
SEOME CAM . . .ot e e e e e : 2 <1
Personaloverdraft ......... ... E - 1
Something else .. ... .. ; 9 1
CaAN S AY .« vt E 2

Unprompted question, multiple responses allowed. Not asked in 2002.
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Those who had missed a repayment were asked why this had happened. Results are
presented in Table 6.6.3b. The most frequently mentioned reasons were:

= Aloss of income, usually a result of the respondent losing their job (26%); and

= Those related to financial management and planning including failing to budget
correctly (24%) and lack of funds/not having the money when payments were due
(20%).

Only 3% specifically mentioned increased interest rates as the reason for missing a
repayment although rising rates may have been a contributing factor in the other reasons
mentioned in the “poor financial management/planning” category.

The reasons given for missing repayments were similar to those mentioned in 2005 apart
from increased proportions who “didn’t have the money when payment was due” (up from
9% in 2005) or who has encountered “an unexpected emergency expenditure” (up from 6%
in 2005).

Table 6.6.3b Reasons for missing repayments in the last 12 months

Reasons for missing repayments 2008
%
Would you mind telling me what were the main reasons you could i
not make this/these payments? E
Base: Have missed repayment |  (n=271)
Poor financial management/planning E
Didn't budget/plancorrectly ........ ... ... .. .. . i 24
Lack of funds, didn’t have the money when paymentwasdue............ E 20
Overspent on my credit/charge/storecard ........................... E
Increaseininterestrates ......... ... .. ... E
Borrowed too much originally .. ......... ... ... .. . . . ,: 2
Loss of income E
Lossofincome/lostjob .. ... E 26
Loss of partner'sincome/job . ......... ... .. .. ... E 5
Unexpected expense i
Unexpected emergency expenditure . ........... ... .. ... . ... i 12
An expense | had was a lot more thanexpected . . .................... E 9
Unexpected medical expenses . ...........coiiiiiiiiiin.. E 7
Other E
Relationship breakdown .. ....... ... ... ... .. . . E 2
Somethingelse . ...... .. ... . E
CaN Tt SAY . .t e g <1
Unprompted question, multiple responses allowed.
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Section 7  Savings, Investment and Superannuation

71

Introduction and key findings

This section of the report examines the community’s understanding of and behaviour in
relation to investments and superannuation. It includes a discussion of the incidence of
different types of savings account and investments, people’s understanding of fundamental
investment principles and the incidence and basic rules governing superannuation. It also
looks at retirement planning, retirement income and the use and choice of financial
planners.

Financial literacy is of considerable importance here as poorly informed investment and
superannuation decisions are likely to make it difficult for consumers to plan and save
effectively for their retirement as well as placing them at greater risk of suffering financial
loss.

Key findings
Product incidence
High interest savings accounts and investments were held widely, but not universally.

= 46% of all respondents said they had a high interest savings account. Those most
likely to have this type of account were people aged under 35 years (54%) who had
the financial capacity to save (63% amongst under 35’s with a personal income of
$58,000 or more) and a goal to save for (63% amongst under 35’s who intended
taking out a mortgage in the next 12 months).

= 20% of respondents had a term deposit. This was slightly lower than in 2002 (24%)
and the decrease may reflect competition from high interest on-line savings
accounts.

= 38% held shares and 20% said they had investments in managed funds.
= 19% had an investment property.

= Four percent said they have investments in debentures, bonds, notes or
derivatives.

= 20% of those aged 55 years or over said they held a retirement income stream
product, most often an allocated pension (37%) or a lifetime pension or annuity
(24%).

Those people who did not hold any of the above productsﬂ, a group comprising 30% of the
total sample, were most likely to be younger (39% of 18-24 year olds) and earning lower
incomes (39% of those with personal incomes under $25,000, 46% of those whose main
source of income was a Government benefit or allowance). These people were also more
likely to be found amongst those with relatively lower financial literacy (46% of quintile one
members).

Understanding of investment principles

Understanding of risk and fluctuation in the value of investments showed some
improvements on the 2005 results.

= In 2008, 52% of respondents said they wouldn’t invest in an investment offering a
return well above the market rate with no risk. This was a five point increase on
2005 and may reflect the failures of various property developers and stockbrokers
since 2006. However, almost half the sample (48%) still chose a response other
than this. Most often this was to “invest lightly to see how it goes before investing
more heavily” (39%), the principle on which many financial scams operate.

= There were also more respondents who understood that short term fluctuations in
market value can be expected even with good investments (up 3 points to 67%).
Recent share market volatility is likely to be a key factor in this result.

% Apart from retirement income stream products.
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Other measures of understanding have not changed significantly:

= An investment with a high return is likely to have higher than average risks was
regarded as true by the great majority (86%) of respondents; while

= 92% considered diversification across different types of investments to be of at
least some importance.

Superannuation

= 76% of respondents said they belonged to a superannuation fund. Of all
superannuation fund members:

o 54% belonged to one fund (down slightly from 59% in 2005) while 43% said
they belonged to more than one fund 8, Typically members of more than one
fund had household incomes of $80,000 or more (49%) and were aged 25-44
years (48%).

Twenty-three percent of those who belonged to more than one fund could not
see any disadvantage in doing so (13% none, 10% can’t say) while those who
could were most likely to mention the increased fees (40% multiple
administration fees, 20% multiple set-up fees) incurred by membership of more
than one fund.

o 14% of fund members said they belonged to a self-managed superannuation
fund, typically people aged 45 years or over (19%) and those with household
incomes in excess of $100,000 (18%). There were no significant differences
between financial literacy groups insofar as the incidence of SMSF
membership was concerned - 16% of quintile five superannuation fund
members belonged to an SMSF as did 13% of quintile one and two fund
members. That is, around one in ten of those with relatively low levels of
financial literacy were potentially the investment decision makers for their own
superannuation fund.

= Understanding of certain basic rules relating to superannuation remained very high
although there continues to be considerable uncertainty about its tax treatment:

o 96% understood that employers are required by law to make superannuation
payments on behalf of employees (not significantly different from 97% in the
previous two surveys);

o 90% understood employees can make superannuation payments additional to
any payments made by their employer (not significantly different from 91% in
2002 and 92% in 2005);

o 58% thought superannuation is taxed at a lower rate than other investments
(not significantly different from the 56% recorded in 2005), 10% thought it was
taxed at the same rate, 5% thought the rate was higher and 27% were unsure.
Those least likely to nominate the “lower tax rate” option were females (53%
versus 63% of males) and members of financial literacy quintiles one (39%)
and two (32%).

There was some improvement in reported understanding of superannuation fund
statements - 31% of those who received such statements considered them difficult
or very difficult to understand, down from 36% in 2002. Those with relatively low
financial literacy scores were the most likely have difficulty understanding fund
statements (46% difficult/very difficult amongst members of quintile one) as were
those who received superannuation statements but did not read them (50%
difficult/very difficult).

%8 3% of members were unsure how many superannuation funds they belonged to.
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Understanding of superannuation as an investment was moderate amongst fund
members aged under 65:

o 20% were unable to nominate any advantages of superannuation over other
forms of investment, particularly 18-24 year olds (35%) and members of
financial literacy quintiles one (46%) and two (34%). The advantages most
often mentioned for superannuation were the favourable tax treatment of
contributions (30%) and restricted access to the funds (29%).

o 42% didn’t know what factors resulted in a reduction in the final value. Again
young people aged 18-24 years (62%) and members of quintiles one (60%)
and two (61%) were the most likely to be unable to give a response to this
question. Those who did give a response most often attributed fund under-
performance to inadequate contributions (22%), poor choice of fund (too risky -
10%, poor fund choice for life circumstances 10%) and lack of long term focus
(particularly withdrawing money early 15% or switching funds frequently 6%).

71% of those who said they had chosen a superannuation fund (42% of fund
members) said they shop around when looking for a new fund.

Choice criteria for a new fund were the fees, the fund’s performance and the nature
of the fund and its investment, particularly the fund risk. Compared to 2005, there
appears to have been less emphasis on performance and more on fees and risk.

Retirement planning and expectations

Most of those under 65 years of age (91%) did not think the Government would
make up any shortfall in retrement funding, particularly those with higher
household incomes who are the least likely to be eligible for Centrelink payments.

50% expect their superannuation will let them live either more comfortably or about
as comfortably as now, a 6 point increase on the 2005 result. The strong growth in
asset values, at least up until late 2007, is likely to have influenced this result.

27% of fund members® had identified a target income for retirement. This figure
increased to 34% amongst those aged 45 to 59 years, for whom retirement
planning is a more immediate concern.

Two-thirds (66%) of those who had identified a target income nominated an income
figure in the range $25,000 to $74,999. Factors considered when establishing the
adequacy of current retirement funding arrangements focused on fund members’
desired standard of living and expected future financial situation.

Retirement income

When looking for a retirement income stream product, 57% of those aged 55 years
or more and who have arranged a product of this type say they shop around. This
was higher than in 2005 (42%) but still significantly less than for products like
insurance (75%) and mortgages (73%).

There was evidence of limited familiarity with reverse equity loans. Of all
respondents aged 60 years or over, 51% said they didn’t know what a reverse
equity loan was and another 3% were unsure. Further, of those who said they did
know what this product was, 33% (another 15% of all those aged 60 years plus)
didn’t know enough about it to identify any factors they would consider when
deciding whether or not to take one out.

% To maintain consistency with previous surveys this was reported for those fund members aged under 65 years, who
were in paid work and not self-employed.
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Financial Planners

Of all respondents, 34% had consulted a financial planner - unchanged from 2005.
Those aged 55-69 years (that is, those approaching retirement or recently retired)
were the most likely to have consulted a financial planner (48%). Use of financial
planners was also associated with higher incomes (46% amongst those with
personal incomes of $80,000 or more) and relatively higher financial literacy (50%
amongst members of quintile five).

When choosing a financial planner 59% shop around.

Choice criteria used when selecting a planner were most likely to include the
knowledge/professionalism of the planner (36%), recommendation by friend or
family member (21%), assessment of the planner as having good people skills
(19%) and having a reputable brand (16%).

35% of those who had consulted a financial planner said they don’t consider
conflicts of interest in any investment recommendations they receive, generally
because they trust their planner (54%). Those who say they do consider the
possibility of conflicts (58%) are most likely to look for the payment of commissions
by product providers as the indicator.
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7.2 Incid
Table

ence of savings products and investments

7.2.1a summarises the population incidence of various types of savings products and

investments.

Savings deposit accounts

High interest savings accounts (including bonus savings accounts, on-line
savings accounts and cash management accounts) were held by 46% of survey
respondents. Most often, these accounts were held by those aged under 35 years
(54%), particularly those under 35’s who had personal incomes of $58,000 or more
(63%), who were working in upper white collar occupations (63%) and who had
established a clear savings goal by intending to take out a mortgage in the next 12
months (63%).

One in five respondents (20%) held a term deposit, slightly fewer than in 2002
when 24% reported holding this type of account. Increased competition from high
interest on-line savings accounts, is likely to be a factor in this decrease. Term
deposits were held most often by older people (28% of those aged 60-69 years,
44% of those aged 70 years or over).

Table 7.2.1a Types of investment held
Survey
Investment products held 2002 2005 2008
% % %
Base: Total respondents | (n=3548) (n=3513) (n=3500)
Deposit accounts E E E
High interest savingsaccount.......................... . na : na ! 46
TEMM AEPOSIt . . ..o oot P24 0 22 20
Other Investments 2 : 2
Superannuationfund .......... ... . E 71 E 74 E 76
Shares . ... x 44 : 40 ! 38
Managed investments other than superannuation. . ......: E 29 E 27 E 20
Investment property ... x 18 . 19 ! 19
Other investments (eg: debentures, bonds, etc) .......... E na E na E 4
Base: All respondents aged 55 years ormore na 1 (n=1096) | (n=1303)
Retirementincome streamproduct..................... : na : 24 : 20

Other

investments

Three in four respondents (76%) were members of a superannuation fund, not
significantly different from the situation in 2005 but higher than the 71% who
reported being members of a superannuation fund in 2002.

At 94%, membership of superannuation funds was highest amongst those working
for an employer on a full-time, part-time or casual basis. Nevertheless, while
regulation requires employers to pay superannuation on behalf of all employees,
this result shows that 6% of those in paid employment were either unaware this
was happening or were not receiving their superannuation entitiements.

Of all respondents, 38% said they held shares and 20% managed investments
other than superannuation. Question changes made to obtain information on high
interest savings accounts and other investments have reduced comparability with
the earlier surveys. The substantial decrease in the incidence of “managed
investments other than superannuation” is most likely to be a consequence of these
changes although losses sustained by many market linked investment funds since
late 2007 may also have made some contribution to this decline.
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Both types of investment were more likely to be held by people aged 45 years or
older (45% of this age group held shares, 25% managed investments), particularly
those in this age group with household incomes of $100,000 or more (65% shares,
37% managed investments). There was also an association between ownership of
these investments and financial literacy - 54% of quintile five held shares versus
23% of quintile one while 27% of quintile five held managed investments compared
with 14% of those in quintile one.

= Approximately one in five (19%) respondents held an investment property,
typically those aged 40-64 years (26%) and those earning personal incomes of
$80,000 or more (36%)

= Other investments, including debentures, bonds, notes or derivatives were held
by 4% of respondents, 6% of those aged 70 years or over.

= Twenty percent of all respondents aged 55 years or more® said they had a
retirement income stream product, slightly less than in 2005 (24%). We do not
believe this is a consequence of a lower population incidence for this product but
rather, reflects the greater effort made in 2008 to prevent respondents including
themselves in this category because they received the government age pension.

Overall, 30% of all respondents did not hold a high interest savings account, term deposit,
shares, managed investment, investment property or other investments such as
debentures, bonds, notes or derivatives. Typically such people were younger (39%
amongst those aged 18-24 years) and earning lower incomes (39% of those with a
personal income of less than $25,000, 46% of those whose main source of income was a
Government benefit or allowance). They were also more likely to be found amongst those
with lower financial literacy (46% amongst members of quintile one compared with 18% of
quintile five).

% 1n 2008, 4% of those aged under 55 years incorrectly said they held this product type. This suggests the existence of
some confusion as to the meaning of the term Retirement Income Stream.
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7.3

7.31

Investing principles and process

This section reports on respondents’ understanding of investment principles and, amongst
investors, the details of their most recent investment - what it was, what sources of
information were used to inform the decision and what investors were looking to gain from
this investment.

Understanding of investment principles

All respondents31 were asked four questions about fundamental investment principles.
Respondents with higher financial literacy scores were more likely to identify the most
appropriate responses on all of these questions than were respondents with lower financial
literacy scores. As a result, the demographic and socio-economic profile of people more
likely to select the most appropriate responses reflected the profile of the upper literacy
quintiles as discussed in Section 2 — these are not reiterated here.

With that in mind, as shown in Table 7.3.1a:

= 86% of respondents said it was true that investments with high returns are likely to
have higher than average risks. At the same time, 14% did not choose this
response, typically those with lower levels of financial literacy (38% of quintile one,
21% of quintile two).

There have been no significant changes in these responses across the three
surveys.

Table 7.3.1a Understanding of investment principles

Survey
Understanding of investment principles 2002 2005 2008
% ‘ % ’ %
An investment with a high retumn is likely to have higher than average risks? 1 : :
Base: TotalSample | (n=3293) | (=3513) | (n=3500)
TTU e e ' 85 ' 87 : 86
FalSE ittt s : 8 : 8 : 7
LT : 7 : 5 : 7
Which of the following would you recc id for an investment advertised as : : :
having a return well above market rates and no risk? 1 1 1
Base: TotalSample | (1=3293) | (n=3513) | (n=3500)
Consider it "too good to be true" and NOtINVESt. . . .......ouuui ittt : 46 : 47 : 52
Invest lightly to see how it goes before investing more heavily. ...l : 44 : 44 : 39
Invest heavily to maximise yourreturn . ... 1 3 1 1 3
LT E 7 E E 6
Which ONE of the following is the most accurate statement about fluctuations : : :
in market values? 1 1 1
Base: Total Sample : (1=3293) : (n=3513) : (n=3500)
Short-term fluctuations in market value can be expected, even with good investments................] : 63 : 64 : 67
Good investments are alwaysincreasinginvalue ..., : 19 : 21 : 16
Investments that fluctuate in value are notgood inthelongterm...................o.oiiiiiiit. 1 6 1 5 1 5
LU : 13 : 10 : 12
Thinking about investing over 5 years or more, how Important do you consider : : :
diversification of your funds across different types of investments? : : :
Base: Have investments : (n=2187) : (n=2058) : (n=1987)
VEry IMPOTtaANt . ...t e e e e s 1 51 1 49 1 50
QUILE IMPOIANT . ..ottt ettt e e e et e e et ettt e e e : 28 : 30 : 28
Of SOME IMPOMANCE ...ttt et ettt e et et : 12 : 14 : 14
Notatallimportant ....... ... : 5 : 4 : 5
L0 0T : 5 : : 3
Prompted questions.

*' For consistency with previous surveys, the question on diversification is only reported for those who held investments.
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= Almost one in every two respondents (48%) selected a response other than the
most appropriate recommendation for an investment advertised as having a return
well above market rates and no risk — that is, consider it would be “too good to be
true” and not invest in it. Those with low levels of financial literacy were the most
likely to pick another response (72% of quintile one, 60% of quintile two and 52% of
quintile three), typically to invest lightly and see how it goes before investing more
heavily, a choice which is the basis for the design of many financial scams.

Nevertheless, the proportion of respondents who chose the most appropriate
response (that is, not invest) was significantly higher than in 2005 (47%) and in
2002 (46%) suggesting the collapse of property developers such as Westpoint and
Fincorp has had some impact on community perceptions.

= Two in three respondents (67%) understood that even with good investments, short
term fluctuations in market values can be expected. One in three respondents
(33%) did not choose this option. Selection of other alternatives occurred most
often amongst those with lower levels of financial literacy (64% of quintile one, 41%
of quintile two).

Once again however, the proportion who chose the most appropriate response
(that is, fluctuations can be expected even with good investments) was significant
higher than in 2005 (64 %) and in 2002 (63%).

= Finally, 78% of those respondents who held investments considered diversification
of funds across different types of investments to be very (50%) or quite (28%)
important while just 8% were unsure (3%) or did not think it was important at all
(5%). These results showed no significant changes across the three financial
literacy surveys.

Overall, there appeared to be slightly greater awareness of investment risk than in 2005, a
possible reflection of the difficulties experienced by those who invested in organisations
such as Westpoint, Fincorp and Australian Capital Reserve. There also appeared to be
greater awareness of the potential for fluctuation in the market value of investments,
perhaps not unexpected in light of the current high level of share market volatility.
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7.3.2 Details of most recent investment

All those who held investments were asked what type of investment they had made most
recently. Responses are shown in Table 7.3.2a where it is evident that the most recent
investments made were most likely to be:

= In equities - 28% shares and 4% through managed investments;
= Property (29% of all investors, 39% of those aged 35-44 years); and

= Deposit accounts such as term deposits (14% of all investors, 32% of investors
aged 70 or over) and high interest savings accounts (2%).

Table 7.3.2a Type of most recent investment

Type of most recent investment 2008
%
Thinking about your most recent investment, what did you decide ;
to invest in? i
Base: Have investment | (n=1013)
Equities i
ShArES . .o i 28
Managedinvestments . . . ... . : 4
PrOPEIY . .o\t i 29
Deposit account
Termdeposit. . ... .. i 14
High interest savings account . ........ ... .. .. .. . ... i I
Superannuation . ... ... .. i
BUSINESS . .. i
Something €ISe .. ... ... i i 7
Can'trecall ... ... i 10
Unprompted question, single response only.
Base: Randomly selected subgroup of all eligible respondents.

Those who nominated a specific type of investment were asked two further questions:
= How they had found out about their most recent investment; and

= What they were looking for with this investment - that is, what were their investment
objectives.

Sources of information about most recent investment

Responses to the first of these questions are presented in Table 7.3.2b. Results are shown
in summary form for all nominated investments as well as separately for the three most
common types of investment - shares/managed investments, property and term
deposit/high interest savings accounts.

Points of interest in Table 7.3.2b include the following:

= 24% of these investors said they found out about their most recent investment
through their friends, family or work colleagues. This figure rose to 53% amongst
young people aged 18-24 years and was still at 43% amongst those aged 25-34
years.

This information source was more likely to be used by investors in equities (29%)
and property (27%) than by those whose most recent investment was in a term
deposit or high interest savings account (13%).
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Table 7.3.2b

The main source of information about deposit accounts was from the account
provider - 41% of those whose investment was of this type had found out about it
through a bank or other financial institution. At 18%, advertising was also
mentioned relatively frequently by those investing in these accounts.

Apart from family, friends and work colleagues, investors in equities also made
relatively frequent use of financial information available from newspapers and
magazines (15%), financial planners (13%) and internet sites (11%).

In addition to personal networks, property investors also made use of advertising
(17%), the relevant sections of newspapers/magazines (13%) and internet sites
(12%). Another 13% of this group referred to their own general research and
knowledge about the property category.

Sources of information for most recent investment

Type of Investment
Sources of information used to find out about Any Shares/ Term Dep/
most recent investment Investment Mgd Inv Property | Savings alc
% % % %
How did you find out about this investment? : : : :
Base: Nominated a type ofinvestment |  (n=906)  }  (n=320) | (n=284) | (n=166)
Friends, family, work colleagues . . .. ................. .. .. ... : 24 : 29 : 27 : 13
Own research/knowledge : : : :
Information in newspapers ormagazines . . . ................ .: 11 : 15 : 13 : 5
Internet / Relevant sites on the internet . . ... ........... ... .. : 9 : 11 : 12 : 7
Books about finance /investing . .......... ... ... ... L : 3 : 6 : 2 : 1
Finance industry publications . . .. ........... ... ... ... .. .. : 3 : 5 : 2 : 4
Publications by Government / Community organisations . . . .. ... : 1 . 1 i <1 : <1
Attendance atseminars .. ......... ... : 1 : 1 : 1 : -
Own general research / knowledge . . . ..................... : 11 : 11 : 13 : 4
Industry professional ; ! ! :
Financial planner. . ... ... ... . . ... : 8 : 13 : 2 : 2
Stockbroker/Accountant . .. ..... ... ... ... 1 3 1 6 1 3 1 =
Realestate agent . . ... ... ... .. ... ... : 2 : - : 7 : -
Advertising . . . ... : 12 : 6 : 17 : 18
From bank or other financial institution . . . . ................... : 11 : 6 : 1 : 41
Other resSpoNSES . . . .ttt : 3 : 4 : 3 : -
Didn't use any information source . . . ........ ..., : 8 : 4 : 8 :
Can'trecall . . ....... ... . . . : 2 : 1 : 3 :
1 1 1 1
Unprompted question, multiple responses allowed
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Investment objectives

Table 7.3.2c presents the objectives these investors had for their most recent investment.

Mentioned most often were:

= Long term capital or financial gain (27%), although this was most likely to be

mentioned by investors in equities (37%) or property (30%);

= 22% said they were seeking “a good return”; and

= 21% were looking for security from their investment - 30% of those investing in a
deposit account and 25% of those investing in equities.

= In addition, 22% of those whose most recent investment was in property mentioned
lifestyle benefits (eg: owning a larger home, having a home in a desirable

retirement location) as one of their objectives.

Table 7.3.2c  Objectives for most recent investment

Type of Investment

Shares/
Mgd Inv
%

(n=320)

37
6

25
11

25

0 O O W w

Property

%

(n=284)

<1
14

12
22

<1

Term Dep/
Savings alc
%

(n=166)

11
10

27
10

IS

30

© N =N O

o Any
Investment objectives Investment
%
And what were you looking for in this investment? :
Base: Nominated a type of investment : (n=906)
Capital/Financial gain :
Long term capital/financialgain . .. ........ ... ... ... .. ... : 27
Short term capital/financialgain . ... ............. ... ... : 5
General return :
Agood retUM . ..ottt : 22
Betterlong term return thancash .. ........ ... ... ... .. ... : 9
Income :
A future income stream (eg: in retirement ). ................. : 7
An immediate income stream . ........... ... ... .. ... 1 5
Interestincome . ........ ... ... : 2
Other objectives :
SECUMY . . o ottt : 21
Saving / Investing forthe future . . . ....................... ! 11
Better lifestyle now orin retirement . . . ......... ... .. .. ... .. : 9
Access, flexibility . . . ... ... 1 5
Taxbenefits . . .. ... ... ... : 4
DIVETSIfICAtION . . . et e e et e e H 2
Other FESPONSES . . . o o v vttt ettt : 6
Nothing in particular/ Don'tknow . . .. ............ .. ......... : 7
Unprompted question, multiple responses allowed
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7.4 Superannuation

This section reports on membership of superannuation funds. It also examines members’
understanding of the regulatory requirements, taxation, statements and factors influencing
the performance of superannuation funds as well as the extent of comparison shopping
undertaken when choosing a fund.

7.4.1 Number and types of superannuation fund held

Table 7.4.1a reports on the number and types of superannuation fund to which respondents
said they belonged. As shown:

Table 7.4.1a

54% belonged to just one superannuation fund, slightly fewer than in 2005 when
59% were in this situation. Against this, 43% were members of more than one fund
- 28% belonged to two funds, 9% to three and 6% to four or more.

Those most likely to be members of more than one fund were people aged 25-44
years (48%) and those with household incomes of $80,000 or more (49%). People
aged 18-24 years were the group most likely to be unsure about how many funds
they belonged to (10%).

Superannuation fund members most often said they belonged to an industry
superannuation fund (33%), a corporate or employer fund (19%), a public sector
fund (18%) or a self-managed superannuation fund (14%). These figures show
some differences from those reported in 2005. There has been an increase in the
proportion who say they belong to an industry fund (up from 21% to 33%) - this
may reflect increased membership but may also be a result of greater awareness
following the significant mass media advertising of industry funds that has occurred
since the 2005 survey. There was also a slight increase (from 15% to 18%) in the
proportion who said they belonged to a public sector fund and a decrease (from
27% to 19%) in the proportion saying they were members of a corporate or
employer fund

Number and type of superannuation fund held

Survey
Incidence and Type of Superannuation Fund 2002 ‘ 2005 ‘ 2008
% % %
Fund membership ! : :
Base: TotalSample | (1=3548) | (1=3513 | (n=3500)
Member of one or more superannUation fUNAS ..............c..ooieineee i ‘ 71 : 74 : 76
Does not have superannUatioN/UNSUIE . ... ........uueiunet et et e e e e : 29 : 26 : 24
Approximately how many superannuation or roll-over funds do you have? : : :
Base: Have superannuation 1 na I (n=2629) I (n=2612)
ONE fUNA ONIY . ..ttt e et : na : 59 : 54
WO fUNGS .« et et e s : na : 26 : 28
T fUNAS . . . .ot s : na : 8 : 9
Fourormorefunds. ... ... ... . . . : na : 6 : 6
U 600000000000000000000000000550000000006550056006000000000000503900300000000B0A00AA0530530G : na : 2 : 3
And which of the following fund types do you or your employer currently contribute to? : : :
Base: Have superannuation : na : (n=2629) : (n=2612)
Corporate or employer fund . . ... i e : na : 27 : 19
[P EiAN Il annonaasasaannaananaanesanasaannbannne 00660800 6A006AAA0GE0A06AANGAAANAEAANEEAANLAANAG A0 ! na ! 21 1 33
Publicsector fund .. ... . s : na : 15 : 18
Self-managed superannuation fund . ............o. e : na : 14 : 14
Retail superannuation fund . . ... i s : na : 7 : 7
Retirement savings account (RSA) . . . ..ottt : na : 5 : 5
Private fund - DANKANSUIANGCE . .. ... ... ... eu ittt ettt : na 1 : 1
OHNEI TESPONSE . . .« .ttt ettt ettt ettt et e ettt et ettt e : na : 1 : 2
UNSUIE . ettt et e e e e e e e e e e e e : na : 21 : 20
Prompted question.
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The figures do not match especially well with those from APRA* which, at June
2007, showed 51% of all superannuation accounts held with a retail fund, 35%
with an industry fund, 10% with a public sector fund and 2% with a corporate fund.
The APRA report is based on accounts rather than people, so some discrepancy
with the survey results might be expected. Nevertheless, there does appear to be
confusion amongst consumers about the type of superannuation funds, particularly
with respect to the difference between retail and corporate funds.

Members of self-managed superannuation funds were most likely to be found
amongst people aged 45 years or over (19%) and those with higher household
incomes of $100,000 or more (18%). There were no significant differences in the
financial literacy of SMSF members — 16% of quintile five said they belonged to a
self-managed superannuation fund as did 13% of those in quintile one and 13% of
those in quintile two. That is, around one in ten superannuation fund members with
relatively low levels of financial literacy are potentially the investment decision
makers for their own superannuation fund.

Further to the issue of belonging to more than one superannuation fund, all members were
asked what problems they could see in being a member of more than one fund. Results
presented in Table 7.4.1b show that:

The disadvantages mentioned most often were those related to fees including
having to deal with multiple administration or management fees (34%) and multiple
entry or set-up fees (20%). The potential for losing track of superannuation funds
(36%) was also mentioned frequently as a possible problem.

The reasons given were much the same as in 2005 when 36% mentioned multiple
administration or management fees, 20% multiple entry or set-up fees and 41% the
potential for losing track of superannuation funds.

The responses of those who actually belonged to more than one superannuation
fund were similar to those who only belonged to one fund. The only differences
were less mention of “losing track of funds” (30% versus 41% of those with only
one fund) and greater mention of “multiple administration or management fees”
(40% versus 27%). Those with more than one fund were also more likely to see no
disadvantages in this situation (13% “none” versus 4% of those with only one fund).

Table 7.4.1b  Disadvantages of having more than one superannuation fund
N° of funds
Disadvantages of multiple super funds One More than
2008 Only One
Base: Have superannuation and under 65 (n=465) (n=233) (n=232)
% % %
As far as you're aware, what are the potential problems
with having more than one superannuation fund?
Fees
Multiple administraton/managementfees.................... 34 27 40
Multiple entry/set-upfees ........... ... ... ... ... ..., 20 19 20
Multiple exitfees . .......... .o 12 13 11
Fees/additionalfees ........... ... .. ... .. . 3 3 4
Other disadvantages
Losetrackofthem ....... ... ... .. 36 41 30
Return not as good/Limited growth . ........................
Allotherdisadvantages ........... .. ... i
NONE . 9 4 13
CaNt SAY .« 16 23 10
Unprompted question, multiple responses allowed

% «Statistics: Annual Superannuation Bulletin”, Australian Prudential Regulation Authority , June 2007.
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7.4.2 Understanding of superannuation

To test understanding of superannuation, fund members were asked about some of its
regulatory requirements, its taxation treatment, their own use and understanding of fund
statements, the advantages of superannuation over other types of investment and the ways
in which the performance of a superannuation fund might be assessed.

Requlatory requirements and tax treatment of superannuation

Regulatory requirements and the taxation of superannuation were addressed through the
questions shown in Table 7.4.2a.

= Virtually all those asked (96%) were aware that employers are required to make
superannuation payments on behalf of their employees and that employees can
make superannuation contributions in addition to the payments made by employers
(90%). These results did not differ significantly from those in the 2005 survey.

= There was however, more uncertainty in relation to the tax treatment of
superannuation. Here 58% of those asked thought that superannuation is taxed at
a lower rate than other investments, 10% thought the taxation rate was the same,
5% thought it was higher and 27% were unsure. The proportion who thought
superannuation was taxed at a lower rate did not differ significantly from the 2005
results. However, in 2008 fewer respondents thought tax on superannuation was
higher than on other investments (down 4 points from 9% to 5%) although more
were unsure as to how the tax rate compared (up 5 points from 22% to 27%).

Those least likely to choose the lower taxation rate option included females (53%
versus 63% of males) and people from financial literacy quintiles one (39%) and
two (32%) rather than those from quintiles four (65%) and five (75%).

Table 7.4.2a Understanding of regulatory requirements and taxation of superannuation

Survey
Understanding of superannuation 2002 2005 2008
% % %
1 1
Employers are required by law to make superannuation payments 1 1 1
on behalf of their employees : : :
Base: Have superannuation, employed and under 65 1 (n=1616) 1 (n=1897) 1 (n=1684)
I I 1
I = P | 97 | 97 ' 96
[ELED 0o00000000000000000000000a000000000a00000a00a000000000000000a00000000000000000aa0000800000 : 3 : 2 : 3
UNSUTE -+« e e e e e e e e e e e e e e : R : 1 : 1
Employees cannot make superannuation payments additional to any : : :
payments made by their employer : : :
Base: Have superannuation, employed and under 65 1 (n=1616) 1 (n=1897) 1 (n=1684)
TIUC ettt y 5 y 6 y 6
FaISE et e : 91 ' 92 : 90
UNSUNE . . . ettt e ettt et e e ettt ettt e : 4 : 2 : 4
Base: Al eligible respondents for each survey
Is superannuation taxed at a lower, higher or the same rate as other investments? : : :
Base: Have superannuation, employed and under 65 1 na 1 (n=1897) 1 (n=550)
I I 1
=T - (= Y 1 na 1 56 1 58
Higher rate ... : na : 9 : 5
TMREMBED 660050000000006000500005000090060050008039009500059350950009300900000003G00G000000 : na : 13 : 10
UNSUTE . ettt ettt ettt e e e e e e e e { na : 22 : 27
Prompted question.
Base: A randomly selected subset of all eligible respondents in 2008, all elgible respondents in 2005
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Superannuation fund statements

Information was also sought on members’ understanding of superannuation fund
statements. As shown in Table 7.4.2b:

Seventy-five percent of fund members both received and read their superannuation
statements, not significantly different from the 76% reported in 2005.

Eight percent of superannuation fund members said they did not personally receive
statements from their fund while a further 17% said they received statements but
did not read them. Neither of these results differed significantly from those reported
in 2005.

Those most likely to be in these groups included young people under 25 years of
age (16% of whom said they did not receive statements, 31% received them but
didn’t read them) and people aged 70 years or over (29% said they didn’t receive
statements).

Table 7.4.2b Reading and understanding superannuation fund statements
Survey
Reading superannuation statements 2005 2008
% %
Do you receive superannuation fund statements? n '
IF YES: Do you read these? X '
Base: Have superannuation | (n=2629) | (n=845)
Don'trecallreceiving fund statements ............ . ... . ... . . i : 9 : 8
Receive fund statements butdon'treadthem ............ .. ... .. ... ... L, X 15 : 17
Receive fund statementsandreadthem ....... ... ... ... ... . ...l ' 76 : 75
Base: A randomly selected subset of eligible respondents in 2008, all eligible respondents in 2005.
Due to a different question format, 2002 results are not comparable.

All those who received superannuation fund statements but did not read them were asked
why this was the case. As shown in Table 7.4.2c, the reasons mentioned most often were:

Table 7.4.2c

Those relating to a lack of interest — 36% “couldn’t be bothered’, 14% “don’t have
the time”, 13% feel that “other things are more important’ and 4% “just assume
they’re correct’.

A further 23% found their statements too difficult to understand. Females (30%)
were significantly more likely than males (14%) to give this response.

Reasons for not reading superannuation fund statements

Reasons for not reading superannuation statements 2008

Why don't you read your superannuation or rollover fund statements ?

Lack of time/interest

Couldn'tbe bothered. . ... ... .. ' 36
Don'thave time ... ... o E 14
Other priorities more important ............ . . . . 13
Justassume they're correct/ok . ....... ... ;: 4
Other reasons .
Too difficultto understand . ......... .. ... e : 23
Someone elsereadsthem ... ... . ] E 8
F o] (=Y == 1=1o) 4 1= , 12
Unsure/Can'trecall .. ..... ... ... ' 4

Base: Did not read superannuation fund statement (n=131)
%

Unprompted question, multiple responses allowed.
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= These reasons were much the same as in 2005 apart from a slight decrease (from
10% to 4%) in the proportion who said they just assume their statements are
correct.

Those who did read the statements from their superannuation fund were asked what they
generally looked for when they did this. As shown in Table 7.4.2d:

= Fund members were most likely to look for information on the performance and
current value of their fund: specifically the investment return (42%) and the current
value of their investment (38%).

= After this, topics of interest included the management fees charged for operating
their fund (21%), issues relating to the fund’s administration including checking
everything is right (14%) and looking at the breakdown of investments (12%), and
details of employer (12%) and personal (7%) contributions to the fund.

Compared with 2005, there was greater mention of more specific aspects such as fund
performance, the fees and the breakdown of the investments. There was less mention of
just generally checking the accuracy of the statement.

Table 7.4.2d Things looked for when reading superannuation fund statements

Survey
Things looked for when reading superannuation fund
statements 2005 2008
% %
And what do you generally look for when you read your superannuation E E
fund statements? . :
Base: Read superannuation fund statements ’ (n=1011) : (n=644)
Fund performance/value 2 :
Value of investment . ... . . E 44 E 38
Investment return/performance .............. ... .. ... i a 36 : 42
Balance of account . ... ... . E = i 6
Costs of operating fund . :
Managementfees . ... ... e E 16 E 21
1= TR R : 5 : 8
Administrative issues/arrangements E E
To check everything is fight .. ..... ... ..o 2 26 : 14
Break down of investments .. ... ... E 4 E 12
Details of fund beneficiaries . . . ... ..o . 1 : 2
Insurance information/benefits . . ... ... L E 2 i 3
Contribution information ; :
Employer contributions . . ... ... . E 10 i 12
Personal contributions . . . ... ... : :
Allother things . . ... E i
Nothing in particular ... ...... .. . . i 5 E
Unprompted question, multiple responses allowed.
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As a final measure of the communication effectiveness of superannuation fund statements,
all those who received them were asked whether they found annual statements from a
superannuation fund difficult or easy to understand. Results are presented in Table 7.4.2e.

Approximately two-thirds (65%) of those who received a superannuation fund
statement said they found such statements “easy” to understand — 12% “very
easy”, 53% “easy”.

Conversely, 31% found it “difficult” (4% “very difficult”, 27% “difficult’) to understand
these statements. While this result is not significantly different from 2005, it is
lower than the 36% who found it “difficult” to read an annual superannuation
statement in 2002.

Those most likely to be experiencing difficulty in understanding superannuation
fund statements in 2008 included people with low financial literacy scores (46% of
those in quintile one versus 25% of those in quintile five) and those who received
statements but did not read them (50%).

Table 7.4.2e  Ease of understanding an annual superannuation fund statement
Survey
Ease of understanding superannuation statements 2002 ’ 2005 ’ 2008
% % %
Do you find understanding an annual statement for a superannuation 1 : :
fund .... : : :
Base: Receive superannuation fund statements : (n=1132) : (n=1192) : (n=777)
Very difficult . .. ... .. : 5 y 6 ) 4
Difficult . . . .. : 31 : 28 : 27
Net: "DIfICUIE™ . . - . . o v o e e e e e e e e e e e e e e e C 36 4 34 1 31
BaSY . o o E 48 E 52 E 53
VMY BaSY . v vt : 13 : 12 : 12
Net: "EasSy " . . .t : 61 : 64 : 65
CaNE SAY .« o ottt e : 3 y 3 ' 4
Prompted question l I I
Base: A randomly selected subset of eligible respondents in each survey
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Superannuation fund performance

As discussed earlier (see Table 7.4.2d), many of those who read their superannuation
statements looked for information on the performance of their fund. To better understand
how people assess fund performance, two questions were asked.

The first of these required respondents to select the best indicator of fund performance from
the list shown in Table 7.4.2f.

= Slightly more than two-thirds of those asked (68%) selected “the amount of return
left after the fees are taken out’, less than the 77% who chose this alternative in
2005. In the 2008 survey, respondents were more likely to select “the return” (12%
versus 8% in 2005) or were unable to select any of the responses (13% versus 8%
in 2005).

Those in quintile one were the most likely to be unable to select an alternative
(36%) compared with just 3% of quintile five who were unable to do this.

Table 7.4.2f Indicators of superannuation fund performance

Survey
Superannuation fund performance 2005 2008
% %
Which one of the following gives the best indication of how your : :
superannuation fund or managed investment is performing? : :
Base: Have superannuation, employed and under 65 : (n=1897) : (n=550)
The amount of return left after the feesaretakenout............................. E 77 E 68
The retUMN . . : 8 : 12
The Per-Unit CoSt . . . ... E 4 E
ThE fBES . oo . 3 :
CaAN Y o vttt E 8 E 13
Prompted question.
Base: A randomly selected subset of all eligible respondents in 2008, all eligible respondents in 2005

The second question asked respondents about the sorts of things that can result in under-
performance by a superannuation or other managed investment fund. Things mentioned
most frequently included (see Table 7.4.29):

= Failure to contribute sufficient funds (22%);

= Poor choice of fund including choosing a fund which is unsuitable for current
circumstances (eg: a conservative fund for a person with many years until
retirement) or selecting a fund with a very high risk profile (both 10%); and

= The lack of a long term investment focus including withdrawing money early (15%)
and frequently switching funds (6%).

= In addition, 42% didn’t know what factors resulted in a reduction of the final value of
a superannuation fund. Those most likely to be in this situation were young people
aged 18-24 years (62%) and members of quintiles one (60%) and two (61%).

There was no significant difference from the responses given in 2005 apart from slightly
fewer mentions of “switching funds” (down from 11% to 6%), possibly a result of this topic
having a higher profile in 2005 when the choice of fund legislation was introduced.
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Table 7.4.2g Indicators of superannuation fund under-performance

Superannuation fund under-performance 2008
%
What are the types of things people commonly do that often result in the E
final value of superannuation or managed investments being reduced? '
Base: Have superannuation, employed and under 65 ! (n=550)
Not contributing sufficientfunds ........ ... ... .. . . 22
Poor choice of fund E
Poor fund choice for life circumstances .......... ... .. i ' 10
Selecting a fund with a very highriskprofile . ........... ... ... . ! E 10
Choosing a fund with highfeesand charges . ................................. x 7
Poor fund management ... ] E 2
Short term focus :
Withdrawing money early .......... . i E 15
Switching funds frequently .. ... ... : 6
Not considering long term performance ............. ... .. .. ... E 5
Switching as soon as performance drops ...........cuuiiiiriiin i ; 3
Relying on shortterm performance ............ .. ... i E 3
Allother things . . ... o : 1
CaAN E SAY ot E 42

Unprompted question, multiple responses allowed.
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Advantages of superannuation over other investments

Those superannuation fund members who were under 65 years of age were asked what
advantages they thought superannuation offered compared to other investments. As
shown in Table 7.4.2h, these respondents most often referred to:

= The tax advantages associated with superannuation including favourable tax
treatment of contributions (30%), tax-free pension payments for those aged 60
years or over (8%) and the tax-free status of a superannuation fund that is paying a
pension (6%).

= The fact that the money is locked away so you can’t get at it (29%) and perceptions
of superannuation as a secure, low risk investment (15%).

= One in five (20%) of those asked were unable to nominate any advantage of
superannuation. This occurred most frequently amongst young people aged 18-24
years (35%) and members of quintiles one (46%) and two (34%).

Table 7.4.2h  Advantages of superannuation over other investments

Advantages of superannuation over other investments 2008
Base: Have superannuation and under 65 years (n=766)
%

What advantages does superannuation have compared to other types

of investments?

Tax related advantages

Lower tax/favourable tax treatment of contributions . .. ............ ... ... ... L) 30

No tax on payments if you're 60 years orover .............oouiineeiinnennnn.. '
No tax on superannuation fund ifit's payingapension........................... !

Nature of investment
Money is locked away so you can'tgetatit............ ... ... ... ... ... 29
Secure/safe oW ISk . . . ... o ) 15
Long terminvestmentgivesgoodreturn ....... ... ... ... . i ) 7

Other advantages E
Government co-contribution .. ... . y
Compulsory, regular contributions .. .......... ... . ]
AllOther reSpONSeS . . ... '

CaAN E SAY . ottt E 20

Unprompted question, multiple responses allowed.
Base: A randomly selected subset of all eligible respondents
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7.4.3 Joining a new superannuation fund

All those who were superannuation fund members were asked if they had ever chosen a
superannuation fund®®. Those who had chosen a fund were then asked about the extent to
which they shop around when arranging a new fund. Those who don’t shop around at all
were asked why not. Results are shown in Table 7.4.3a which shows that:

= 42% of superannuation fund members said they had chosen a superannuation fund
at some time.

Table 7.4.3a Comparison shopping for a superannuation fund

Shopping around for superannuation funds 2008
%
1
Have you ever chosen a superannuation fund? 1
Base: Have superannuation : (n=1296)
Yes have chosen superannuationfund ....................... ... ...... : 42
No, have not chosen superannuationfund .............................. : 58
Base: A randomly selected subset of all eligible respondents
When arranging a new superannuation policy, do you shop :
around ... 1
Base: Have chosen super fund : (n=524)
A Ot . : 9
Afalrblt: 18
At . e : 44
Net: Any shoppingroundatall.....................c.ccccviviininnn.. 1 71
Notatall ... : 28
CaN Tt SaY . e ey : 1
Prompted question.
1
What is the main reason you don't shop around? |
Base: Don' shop around for super fund : (n=150)
Already had relationship with/happy with a provider ..................... : 19
Take someone else's advice :
Go with recommendation offinancial expert........................... : 11
Just go with what is recommended by friend/family member ............ : 10
Spouse/partner does shoppingaround. ... 1
1
Lack of time/interest 1
Couldntbe bothered. ....... ... : 16
Justwentwith employer/findustryfund ............... ... ... .. L : 11
Don'thave the iMe . ..........eeie e :
"Theyreallthe same" ... e : 5
Lack of knowledge/information :
Lack of knowledge about superannuation............................. : 7
Too difficult to make comparisons/getinformation...................... : 4
Setupownselfmanagedfund.............. ... i 1 4
1
Allotherreasons . ...t e e 1 9
Unsure/Cantrecall ...... ... ..o e : 3
1
Unprompted question, multiple responses alowed.

% This was not directly comparable with the question used in 2005 which asked fund members if they had ever had the
ability to choose a superannuation fund.
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= Of those who had chosen a fund, 71% said they shop around when arranging a
new superannuation fund - 44% “a little”, 18% “a fair bit’ and 9% “a lot".

= Just over one in four (28%) said they do not shop around at all. Financial literacy
amongst this group was slightly lower than amongst those who do shop around at
all (mean FLS of 90.4 versus 95.0)

Reasons for not shopping around that were mentioned most often included:

o The presence of an existing, satisfactory relationship with a superannuation
provider (19%), and

o Lack of interest in the issue - 16% couldn’t be bothered, 11% just went with
their employer or industry fund, and 8% didn’t have the time.

In addition to questions about comparison shopping, all fund members under 65 years of
age and in paid employment were asked what factors they would consider when choosing a
superannuation fund. As shown in Table 7.4.3b, the things considered most often were:

= The fees, charges and costs (41%);

= The performance of the fund (25% long-term performance and 16% recent level of
performance) and the returns achieved (9%); and

= The nature of the fund and its investment strategy - that is, the overall risk level
(18%) and whether high and low risk investment options are available (8%).

Table 7.4.3b  Consideration factors when choosing a superannuation fund

Considerations when choosing a super fund 2008
Base: Have superannuation, employed and under 65 (n=550)
%
What things would you consider when choosing a i
superannuation fund? E
Performance E
Long-termlevel of performance .. ............. ... ... . ...... E 25
Recent level of performance .. .......... ... ... .. ... ... .. ... ! 16
Investment returns achieved by thefund. .. .................... E 9
Costs f
Fees/charges/costs .. ........ ... ... ... . . i E 41
Nature of fund/investments '
Howriskythefundis........ ... ... ... . .. E 18
Investment options offered/High risk and lowrisk . .. ............. E 8
Diversity/types of investments . . .. ...... ... ... .. .. .. . ... ] 6
Reputation/Recommendation E
Recommendation by people youtrust......................... 3 7
Reputableftrustworthy . .. ........ ... ... E 9
Comparative ratings by rating organisations . . .. ................ i 4
Additional services/benefits E
Availability of expert advice . . . .. .. ... 5 5
Extra benefits like life insurance . . .. .. .......... .. ... ... ... | 1
Other considerations . . ... ...t E 13
CaNt SaAY . . o E 18
Unprompted question, multiple responses allowed.
Base: Randomly selected subset of eligible respondents

Compared to 2005, there was:

= Less mention of fund performance (long-term performance down from 33% to 25%,
short-term performance down from 20% to 16%) and investment options (down
from 16% to 8%); and

= More frequent mention of fees (up from 37% to 41%), fund risk and the degree of
diversification (between them up 4 points to 23%) and comparative ratings by
superannuation fund rating organisations (up 4 points to 4%).
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7.5 Retirement Planning and Expectations

This section examines the community’s expectations about the role of government in filling
any retirement funding shortfall as well as their views on retirement income requirements
and how to calculate these.

Expectations of government support in retirement

All respondents under 65 years of age were asked whether they agreed or disagreed with
the statement “I don’t think it really matters much about superannuation or planning and
saving for retirement because the government will make up the gap”. As shown in Table

7.5.1a:

The great majority of under 65's (91%) disagreed with this statement indicating
most people of this age feel they will need to self-fund their retirement.

The overall level of disagreement was slightly lower than in 2005 when 94% of
under 65’s disagreed with this statement. At the same time the proportion who
“strongly disagree” has increased significantly (from 49% to 57%) since 2005.

Strong disagreement with the view expressed by this statement appeared to be
income dependent - 67% of those with household incomes of $100,000 or more
strongly disagreed versus 40% of those with household incomes of less than
$25,000. As people with higher household incomes would be the most likely to
have difficulty meeting eligibility requirements for Centrelink payments, this finding
is not unexpected. However, along with the increase in “strong” disagreement, it
does point to greater realism in the role government is expected to play in making
up any gaps in retirement funding.

Table 7.5.1a  Expectations of government support for retirees
Survey
Expectations of government support 2005 2008
Base: Under 65 years (n=1516) (n=2821)
% %
I don't think it really matters much about superannuation or planning and : ;
saving for retirement because the government will make up the gap : :
1 1
StroNgly agree . . ..o ! ! 1
AGIE . e | ' 5
1 1
R [EE Gaaca0a6p0000866000066 0000860600 0800000086680008600300808080000 : 5 x
Strongly diSagree . . . ... ... E 49 E 57
DISAQIEE . . . ettt et e e e e e : 45 2 34
1 L]
Net: "Disagree . .....ou i i i i i : 94 b 91
Can'tSaY . ..ot : 1 : 3
1 L
Unprompted question, multiple responses allowed.
Base: Randomly selected subset of eligible respondents in 2005, all eligible respondents in 2008
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Expectations of how superannuation will provide for retirement

From the results presented in Table 7.5.1a, it was evident that most people under 65 years
of age felt the government was unlikely to make up any income gap left by inadequate
superannuation. With that in mind, all those under 65's who were members of a
superannuation fund and who were in paid employment were asked how well they expected
their superannuation to provide for their retirement. The results presented in Table 6.5.1b
show that:

One in two (50%) expected their superannuation would enable them to live either
more comfortably than now (13%) or about as comfortably as now (37%). This was
higher than in 2005 when only 44% of respondents felt this way about the capacity
of their superannuation to provide for their retirement.

Around one in three (32%) thought they would be living less comfortably than at
present but getting by ok, down from 40% in 2005, while 14% felt they would be
living less comfortably and not coping.

Young people aged 18-24 years, that is those with the greatest amount of time left
until retirement, were the most likely to think their superannuation would enable
them to live more comfortably than now (32% selected this alternative).
Conversely, those closest to retirement age were the most likely to think they would
be living less comfortably and not coping (20% of those aged 45-59 years selected
this option).

Overall, these results suggest people have a more positive view of their ability to fund their
retirement than was the case in 2005. The strong growth in asset values, at least up until
late 2007, is likely to have had some influence on this view.

Table 7.5.1b  Expectations of how superannuation will provide for retirement
Survey
Expectations of how superannuation will provide for
you in retirement 2002 2005 2008
Base: Have superannuation, under 65 years and employed (n=1634) (n=1897) (n=550)
% % %
1 1 1
Which of the following best describes how you expect your superannuation : : :
to provide for you in retirement? 1 1 1
1 1 1
More comfortably than I'm living now .. ... .. . .. . . .. : 12 : 10 : 13
About as comfortably as I'm livingnow . ... ... ... ... .. : 37 : 34 : 37
Net: More comfortably/As comfortablyas now ............................. : 49 : 44 : 50
1 1 1
1 1 1
Less comfortably than I'm living now but gettingby OK . . . ........ ... ... ... .... 1 37 1 40 1 32
1 1 1
Less comfortably than I'm living now and notcoping . . ........... .. ............ 1 12 1 13 1 14
1 1 1
Net: Less comfortablythannow . .. ........ ... ! : 49 : 53 : 46
CEMt & 00 000000000000000000000000000000000a00 . 2 ' 3 ' 4
1 1 1
Prompted question.
Base: All eligible respondents in 2002 and 2005, a randomly selected subset of all respondents in 2008.
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Income required for retirement

In order to understand the income levels people think they might require in retirement, the
same fund members (under 65 years, in paid employment) were asked if they had identified
a figure for how much they thought they would need to live on when they retired. Those
who had done so, were asked what annual income they thought they would need. As
shown in Table 7.5.1c:

27% of these respondents had identified a figure. Older people aged 45-59 years
(34% versus just 13% of those aged 18-24 years) and those with higher personal
incomes of $80,000 or more (46%) were the most likely to have done so. Those
who had identified a figure also had a higher mean financial literacy score (98.0)
than those who had not done so (mean FLS 90.1).

The proportion who said they had identified a figure was lower than in 2005 (down
8 points from 35% to 27%). While there is no clear reason for this decline it is
evident that the great majority of the superannuation fund members who were
asked this question had not identified an income target their retirement.

Those who had identified a figure were most likely to nominate an annual income
between $25,000 and $75,000 with an average income of just on $60,000. Those
with a partner nominated a higher amount than did singles ($61,800 versus
$53,700) as did those with household incomes of $100,000 or more ($69,500
versus $44,200 for those with household incomes below $80,000).

For the most part these figures appear realistic suggesting those who have
identified an income figure have put some thought into establishing this number.
Nevertheless there also appears to be a significant number of people, for example
66% of those aged 45-59 years, who have not identified a target retirement income
despite being at an age where retirement planning might be expected to have
become more specific.

Table 7.5.1c  Expected retirement income requirement
Survey
Expectations of required retirement income 2005 2008
% %
Have you identified a figure for how much per year you ' E
will need to live on when you retire? s !
Base: Have superannuation, under 65 and employed | (n=1897) \ (n=550)
Yes haveidentifiedafigure ......... ... .o E 35 E 27
No, have notidentifiedafigure ........... ... ... ... coiiiiiii.... ! 64 : 73
CaAN S AY . vttt E 1 E 1
Base: All eligible respondents in 2005, randomly selected subset of eligible respondents in 2008
Approximately how much per year do you think you will need? E E
Base: Have identified an amount | na . (n=155)
Less than $15,000 .. ... ....ooomeee e +  na 1
$15,000 10 $24,999 . . ...ttt : na : 4
$25,000 10 $49,999 . .. ..o\ttt *  na 1 34
$50,000 0 $74,999 . . ... : na : 32
$75,00010 $99,999 .. .. ... L 't ona 10
$100,000 OF MOTE . .. v oottt et e e e e e e e e e ! na : 15
UNSUIE . .o E na E 4
Unprompted question. Not asked in 2005.
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Factors to consider and sources of information when calculating retirement funding

The same fund members were also asked what factors should be taken into account when
calculating the adequacy of current retirement funding. From Table 6.5.1d it is evident that
respondents were most likely to mention:

= Their expected living standards in retirement including the costs that might have to
be met (37%), their current cost of living (32%) and their desired standard of living
in retirement (24%)

= Their expected future financial situation including expected investment earnings
(11%), home ownership (11%), the value of assets on retirement (10%), the time
left until retirement (14%), current level of savings (11%) and their expected
superannuation benefits (10%), and

= Their expected life span (14%).

There were no significant differences from the responses recorded in the 2005 survey.

Table 7.5.1d  Factors to consider when calculating adequacy of retirement funding

Factors influencing perceived adequacy of retirement funding 2008
%
What factors would someone need to take into account if they were .
trying to calculate whether their current arrangements were enough :
for future retirement? :
Base: Have superannuation, under 65 and employed E (n=550)
Expected future living standards/requirements :
Costs might need to meetduringretirement............................... E 37
Currentcostofliving . ... ... i E 32
Desired standard of living inretrement............. ... ... ... ... .. ... x 24
Inflation/Expected inflation .......... .. .. . E 10
SEIR @FNEEIIN 0 000 0o0a00a000a00000000000a000000a000a00000000000a00000a4 s 5
Family dependencies . ........... . ] E 3
Expected future financial situation .
Length of time before retirement . ............ ... ... ... E 14
Expected earnings frominvestments ........... ... ... .. ... ! 11
Whetherown home ornot. ... ... E 1
CUMENESAVINGS . . . oottt ettt e et e e e e e e , 11
Value ofassetsonretirement ......... ... .. ... E 10
Expected superannuation benefits ............ ... .. .. L. . 10
Eligibility for pension/governmentbenefits ................ ... ... ... 0] E 6
Current level of debtand abilitytorerepay ................ ... ... .. ..., . 6
Whether or not will do some paid work after retiring. . ....................... E 5
Other factors '
Expected life span . ... E 14
Allother factors mentioned . ........ ... .. : 7
UNSUTE .« . E 16
Unprompted question, multiple responses allowed. .
Base: All eligible respondents in ‘05, randomly selected subset of eligible respondents in '08
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These

same superannuation fund members were also asked what sources they would use

to obtain information on how much they might need for retirement. As shown in Table

7.5.1e

Table 7.5.1e

By far the most frequently mentioned source of information was a financial planner
or adviser (48%). This was followed by other finance professionals such as an
accountant or tax specialist (14%).

Apart from finance professionals, there was also relatively frequent mention of:
o The internet (12% general internet search, 9% specific internet sites), and
o Information from family or friends (11%).

Those aged 45-59 years were the most likely to mention finance professionals
(78% mentioned at least one of the finance professionals shown in Table 7.5.1e
versus 68% of the total sample) while 18-24 years olds were the most likely to
mention seeking advice from family or friends (24%).

These results were not significantly different from those reported in 2005, apart
from an increase in the mention of internet search options (up from 6% in 2005 to
12% for general internet search).

Sources of information for working out amount needed for retirement

Sources of information on how much needed for retirement 2008

Where would you get information on how much you need

for retirement? i
Base: Have superannuation, under 65 and employed ! (n=550)
Finance professional
Financial planneroradviser . . .......... . ... i E 48
An accountantor tax specialist. . . . ......... .. ... . E 14
Bank manager or bankemployee .......... ... . ... ... . ... i 6
Financial counsellor . . ... ... . .. . . . E 7
My superannuation fund . ......... .. .. ... E 6
Superannuation SEmiNars . .............iti i E 2
Other source/Own research E
Family or friends ... .......... oot E 1
Specific internet Site . . . .. ... ... : 9
General searchontheinternet. .. ... ... ... ... ... ... .. E 12
Would work it out myself .. .. ...... ... ... . ; 4
All other sources mentioned . . . ......... .. . ... E 7
UNSUME - o e e e e e e e e e e ; 9

%

Unprompted question, multiple responses allowed.
Base: All eligible respondents in ‘05, randomly selected subset of eligible respondents in '08
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7.6 Retirement income

This section looks at retirement income stream products including the incidence and type of

products held and the acquisition process for them. Given their potential to supplement
retirement income, consideration is also given to the incidence of reverse equity loans in

this section.

7.6.1 Incidence and types of retirement income stream products

All respondents were asked if they held retirement income stream products. As mentioned
earlier, 20% of those aged 55 years or over said they did. Those aged 55 years or over
who said they had a retirement income stream product were asked what type of product it

was. As shown in Table 7.6.1a>*:

= The types of products mentioned most often were allocated pensions (37%),
lifetime pensions or annuities (24%), life expectancy and market-linked pensions or

annuities (both 15%).

= Some changes were evident since 2005, in particular significant increases in the
reported use of allocated pensions (up from 16% to 37%) and market-linked
pensions or annuities (up from 8% to 15%) while the reported use of lifetime
pensions and annuities (down from 45% to 24%) has decreased. These are in-line
with changes made under Simpler Super which enhanced the flexibility of allocated
pensions and removed the 50% discount previously applied to lifetime pensions

and annuities by Centrelink’s age pension assets test.

Table 7.6.1a Incidence and types of retirement income products

Incidence and type of retirement income
stream products

Incidence of retirement income stream products
Base: All aged 55 years or over

Yes have a retrementincome streamproduct............. ... ... ... ...

No don't have thistype of product .......... . ... .. ... . . .

Which of the following best matches the features of the retirement
income stream product you have?

Base: Have retirement income stream product and aged 55 years or over

Lifetime pension/annuity
A set income that you receive forthe restof yourlife .. ... ......... .. ... ... .. ......
Allocated pension

A regular income you receive until the money runs out that can adjust from
year to year and that is linked to the investment market . .. .............

Life expectancy pension/annuity
A set income that you receive for a term based on your life expectancy . .. .............
Market linked pension/annuity

A set income that you receive for a term based on your life expectancy that
is linked to the investment market . ... .......... .. ... . .. . ... ...

Fixed term pension/annuity
A set income that you receive for a specified term (eg: 10years). .. ..................
L (=T 1 o -

UNSUNE . .. e

Survey
2005 2008

% %
| (n=1096) y (n=1303)
L2420
: 76 : 80
1 1
: :
I (n1=261) 1 (n=255)
: :
: 45 ' 24
1 1
: :
: 16 : 37
1 1
L1215
8 v15
! 10 10
: 14 :
1 1
: 5 :

Prompted question, multiple responses allowed.

* The descriptions used in the survey for each product type are shown in italics
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7.6.2 Acquisition of retirement income stream products

All those who held a retirement income stream product of any sort were asked how much
they shop around when arranging a new product of this type. Those who do not shop
around were asked why not. Responses are shown in Table 7.6.2a.

= 57% reported some degree of comparison shopping for this type of product, a slight
increase on the figure of 42% reported in the 2005 survey.

Table 7.6.2a Comparison shopping for retirement income products

Survey
Shopping around for retirement income products 2005 2008
% %
When arranging a new retirement income stream product, do ! !
you shop around .... ! '
Base: Have amanged a new retirement income stream product/55 yrs + v (=93 (n=228)
A0t . ot : i h 14
1 1
Afair bt . . : 14 ) 16
AT . . 21 .27
1 1
Net: Any shoppingroundatall........................ccvvvnnnnnnn. : 42 ! 57
[N 1) P : 52 : 40
1 1
Never needed to do this/can'tsay ................... ... ... ... : 6 s 3
Prompted question.
Base: Randomly selected subset of eligible respondents in 2005, all eligible respondents in 2008.
** Caution small sample size. Results are indicative only

= As shown in Table 7.6.2b, those who said they do not shop around (40%) were
most likely to mention an existing relationship with a provider of these products
(34%) or acting on the advice of a financial expert (32%). These results were
consistent with those recorded in 2005.

Table 7.6.2b  Reasons for not shopping around for retirement income products

Why not shop around for retirement income products 2008
%
What is the main reason you don't shop around?
Base: Do not shop around for retirement income stream product/55 yrs+ v (n=92)**
Already had relationship with/happy with a provider ................... 34
Take someone else's advice
Go with recommendation of financial expert/broker . ... .............. E 32
Just go with what is recommended by friend/family member . .......... E 6
Spouse/partner does shoppingaround ........................... E -
Lack of time/interest i
Couldn'tbe bothered. .. ............. ..o 4
"Theyreallthe same" . ... ... ... .. it E 1
Donthavethetime............ ... ... it E 3
Too difficult to make comparisons/get information . .. .................. E 4
Have no say/only one scheme available . . . .......................... E 10
AllOtNEr FEASONS . . .+ . v e ettt e e e e ; 9
Unsure/Cantrecall . ... ... ... ; 6
Unprompted question, multiple responses allowed.
** Caution small sample size. Results are indicative only
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Further investigation of the acquisition process for retirement income stream products was
undertaken by asking all holders what criteria they considered important when choosing this
type of product. Results are presented in Table 7.6.2c where the criteria mentioned most

often included:

= Those relating to the product’s performance - the income (24%) and return (21%)
provided, how long the income will last (19%) and the product manager’s past

performance (12%)

= The security of the product (20%) and having a reputable brand (19%).

A number of changes were evident since 2005 including:

= Greater awareness of choice criteria in 2008 — 13% gave a “can’t say” response
compared with 37% in 2005. Reflecting this greater awareness of specific criteria,

2008 saw more frequent

o Factors related to product performance such as the rate of return (up 7 points

mention of:

to 24%) and how long the income will last (up 6 points to 19%)

o Using a fund with a reputable brand (up 6 points to 19%)

o Fees (up 11 points

to 13%)

o Access and flexibility (up 8 points to 12%), and

o Availability of expert advice (up 6 points to 8%).

Overall these results point to greater familiarity with these products than was evident in the

2005 survey.

Table 7.6.2c  Criteria considered important when choosing a retirement income product

stream product

do you think are important?

Income/Return
Level ofincome it provides ............
Rateofreturn.......................
Past performance of product manager .
Howlongincome willlast .............

Security/Reputation
Security of product...................

Recommended byothers.............
Other criteria mentioned

Access/Flexibility . ....................

Fees ... ... ... .

Offers expertadvice .................

Amount of control/ability to self-manage

Allothercriteria . .....................

Can'tsay.........cooiiiiiiiiiii.

Important criteria when choosing retirement income
Base: Have retirement income stream product/55 years or over

When choosing a retirement income stream product, what criteria

Reputable brand ....... .. ..

Taxeffectiveness . ......... . i

Survey
2005 2008
(n=244) (n=255)
% %
17 24
rooq7 21
P13 12
A 19
T 20
P13 19
s 2 ' 5
4 12
Co2 13
. 2 ; 8
o2 7
. 1 : 6
P
. 37 13

Unprompted question, multiple responses allowed.
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7.6.3 Reverse equity loans

All respondents aged 60 years or over were asked if they knew what a reverse equity loan
was and, if so, what things they would consider when deciding whether or not to take out a
loan of this type. As shown in Table 7.6.3a:

= More than one in two (54%) of those aged 60 years or over either didn’t know
(51%) or were unsure (3%) what a reverse equity loan was. Those from financial
literacy quintiles one (72%) and two (63%) were the most likely to give these
responses.

= By contrast, affirmative responses to this question were most likely to come from
members of financial literacy quintiles three (57%), four (66%) and five (73%).

= When asked what things they would consider when deciding whether or not to take
out one of these products, 14% of those who knew what a reverse equity loan was
said they would never take one out while another 33% said they didn’t know what
to consider. Apart from this, the considerations mentioned most often were:

o The interest rate (13%)

o Life expectancy (11%)

o Conditions of the loan (11%), and

o The size of the loan that would be required (10%).

Given that 54% didn’t know what a reverse equity loan was and one in three of those who
did (another 15% of all those aged 60 years or over) didn’t know what to consider when
deciding whether or not to take one out, this product appears to be unfamiliar to the majority
of the 60 years plus population.

Table 7.6.3a  Knowledge of reverse equity loans

Knowledge of reverse equity loans ‘ 2008
%
Do you know what a reverse equity loan is? E
Base: Total sample aged 60 yearsorover |  (n=954)
Yes, knowwhatitis......... ... .. E 46
No, don't knowwhatitis .......... ... ... . E 51
UNSUIE . ..t e e i 3
What things would you consider when deciding whether or not '
to take out a reverse equity loan? i
Base: Know what reverse equity loanis |  (n=443)
Would nevertakeoneout . ... E 14
Theinterestrate . ......... ... E 13
Howlong lexpecttolive .. ... ... ... i, g 11
The conditionsoftheloan . ........... ... .. .. i 11
The size of the loan that wouldbeneeded ........................ i 10
My ONGOING EXPENSES .« « v v e vttt ettt e e e e e e i 9
Whetheritwasreally necessary . .. ........covuuiiiiinennnnn... i 9
How children feel aboutit .. .......... ..o, i 7
Might need the money/equity to move into a retirement village ........ i 4
All other considerations . . . .. ..o ;: 8
DONM'tKNOW . - o o e o et e e e e e e e e i 33
Unprompted question, multiple responses allowed.
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7.7 Financial planners

Making informed investment decisions is an important aspect of financial literacy and one
way of doing this is by obtaining input from a professional financial planner or adviser. This
section looks at the community’s use of financial planners and advisers — how widely they
are used, how they are chosen and how any potential conflicts of interest in their
recommendations are identified.

7.7.1 Use of financial planners

As shown in Table 7.7.1a:

34% of respondents had consulted a financial planner or adviser about their
finances. This was the same incidence as in the 2005 survey.

Those most likely to have consulted a financial planner were people aged 55-69
years (48%), that is, those either approaching retirement or recently retired. Use of
financial planners was also associated with higher levels of financial literacy (50%
of quintile five), household incomes of $100,000 or more (42%) and personal
incomes of $80,000 or more (46%).

Conversely, those least likely to have consulted a financial planner were young
people aged 18-24 years (13%). Other groups where use of financial planners was
below average included those living in areas of greatest relative socio-economic
disadvantage (that is, SEIFA group one 29%), those with household incomes less
than $25,000 (22%), single parents (27%) and those whose main source of income
was a government benefit or allowance (27%).

Table 7.7.1a  Use of financial planners
Survey
Use of financial planners 2005 2008
% %
And have you (ever) consulted any of the following people !
regarding your finances? !
Base: Total sample ! (n=3513) (n=3500)

Yes, have consulted a financial planneroradviser....................

No,have notdone SO ... ...

34 34

66 66

Prompted question where a list of financial service providers (including financial planners/advisers)
was read out to respondents.
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7.7.2 Choosing a financial adviser

All those who had chosen a financial planner or adviser were asked how much comparison
shopping they do when deciding which adviser to use. As shown in Table 7.7.2a:

= 59% of these respondents say they do at least a little comparison shopping when
choosing a financial planner or adviser, not significantly different from the results
obtained in 2005 (63%) and 2002 (57 %), while

= 41% said they do not shop around at all, particularly those aged 70 years or over
(58%).

Table 7.7.2a Comparison shopping when choosing a financial planner/adviser

Survey
Shopping around for financial planners/advisers 2002 | 2005 ‘ 2008
% % %
When choosing a financial planner or adviser, ! ! :
do you shop around .... : : :
Base: Have chosen a financial adviser 1 (n=792) 1 (n=556) 1 (n=568)
ATOt . o oo o120 11 10
Afairbit . .. E 15 E 16 E 14
Alittle . oo : 30 : 36 : 35
Net: Any shoppinground atall. . ..................ccuuuuuninnn. ! 57 : 63 : 59
NOtAt Al . oo st e x 42 : 35 : 41
CaN t SAY .« . . : 1 : 2 : _
1 1 ]
Prompted question.
In each survey, the base is a randomly selected subset of all eligible respondents.
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Those who do not shop around when choosing a financial planner or adviser were asked
why not. As shown in Table 7.7.2b, the reasons given most often for not shopping around
were:

= The existence of a satisfactory, pre-existing relationship with a financial adviser
(31%), and

= Taking someone else’s advice — 27% that of a friend or family member, 23% advice
from a financial expert.

These responses were not significantly different from those reported in 2005 apart from a
slight increase in mentions of a satisfactory existing relationship.

Table 7.7.2b  Reasons for not shopping around when choosing a financial planner/

adviser
Shopping around for financial advisers 2008
%
What is the main reason you don't shop around?
Base: Do not shop around for a financial planner/adviser ' (n=236)
Already had relationship with/happy with a provider ................... E 31
Take someone else's advice E
Just go with what is recommended by friend/family member .......... E 27
Go with recommendation of financial expert . . . .................... E 23
Spouse/partner does shoppingaround . ......................... E 2
Lack of time/interest E
Don'thavethetime........ .. .. .. .. . i E 3
Couldntbe bothered. .. ...... .. .. . . 6
"Theyre allthe same" . . .. ... ... . . . E 2
Too difficult to make comparisons/get information . .. .................. 5
Allotherreasons . . ... e E 5
Unsure/Can'trecall . .. ... ... .. .. i 3
Unprompted question, multiple responses allowed
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In addition to comparison shopping, all those who had chosen a financial planner or adviser
were asked what things had made them feel positive about the financial planner they had
chosen. As shown in Table 7.7.2c:

= The perceived competence of the planner (36% mentioned their planner's
“knowledge/ professionalism”);

= The quality of service (19% mentioned “friendly, good people skills”, 14% “reliable,
efficient service” and 12% “attentive, personal service”); and

= Positive reputation either from personal word of mouth (21% mentioned the
recommendation of a friend or family member) or the reputation of the brand (16%).
The frequent use of recommendations by friends and family members points to the
importance of personal networks when choosing a financial planner or adviser.

Table 7.7.2c  Reasons for feeling positive about a financial planner

Positive perceptions of financial planners 2008
%
'
What are the things that made you feel positive about the E
financial planner you chose? !
Base: Have chosen a financial planner/adviser y  (n=568)
Perceived Competence E
Knowledge/professionalism ............... ... . i, ’ 36
Getsgoodresults . ... E 3
Service '
Friendly,good people skills . . ....... ... ... E 19
Reliable, €ffiCieNt SEIVICE . . . .o v oo et ’ 14
Attentive, personalservice .......... ... ... . i E 12
Recommendation/Reputation E
Recommended by friend or family member................... ... .. ! 21
Reputable brand ...... ... ... ... .. : 16
Recommended by financialexpert .......... ... .. ... .. ... ... E 9
It's someone | know personally/throughwork ...................... : 5
Pastexperience . ... E 3
Endorsements/Testimonials ............. ... ... . .. i E 2
Other reasons ,
Fees .o E 6
CONVENIBNCE . . ..ot e : 6
Independence ........... . E 4
AllOtherreasons .. ... e o 7
No particularreason . ... e e E 3
DONtKNOW . . . o oot et e e e e e e e e ! 7
Unprompted question, multiple responses allowed I
Base is a randomly selected subset of all eligible respondents.
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7.7.3 Financial planners and conflict of interest

All those who had chosen a financial planner or adviser were asked whether they
considered the possibility of their financial planner having conflicts of interest when making
investment recommendations. Those who said they did consider this were asked what
things they looked at to see if there was a conflict. Results are shown in Table 7.7.3a:

Approximately one in three (35%) said they do not consider whether there are any
conflicts of interest in their planner’s investment recommendations.

Members of quintile one were the most likely to say this (48%) while those from
quintile five were the least likely to do so (24%).

When asked why they did not consider the possibility of conflict, the most common
reason given by this group of respondents was to say they trusted their planner
(54% of this group).

A further 9% said they didn’t consider conflict because the planner was a friend or
family member, 6% because the planner knew their needs/financial situation and
16% were unable to offer any reason at all.

It appears from these results that those who did not consider the possibility of a
conflict were prepared to accept that whatever recommendations the planner made
would be in their best interests.

Table 7.7.3a  Consideration of financial planners and conflict of interest
Financial planners and conflicts of interest 2008
%
When your financial planner makes investment recommendations, do you E
consider whether they have any conflicts of interest? i
Base: Have chosen a financial planner/adviser ! (n=568)
Yes consider whether there are conflicts ofinterest . .......... ... ... ... ... ..... ' 58
Nodon'tdothis . . ... ..o E 35
Have neverneededtodothis...... ... .. i i 5
CaN E SaY o ot E 2
Base is a randomly selected subset of all respondents.
]
Why do you say that? :
Base: Don't consider whether there is a conflict E (n=199)
Trust the planner/have confidenceinthem .......... ... ... ... ... ... ... ' 54
Planner is a family memberorfriend .......... ... E 9
Planner knows personal needs/financial situation .. ............................... ' 6
AllOther reSpPONSES . . . ..o E 15
DONTKNOW . . . oottt E 16
Unprompted question, multiple responses allowed
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= Also as shown in Table 7.7.3a, 58% of these respondents said they did consider
the possibility of conflict when their planner made investment recommendations.

= When deciding if a conflict existed, those who considered the possibility were most
likely to check to see if the planner receives a commission from the product
provider (43%).

Other indicators considered included (see Table 7.7.3b):

o The planner’s fee structure to see if it was based on the amount invested (7%)
or a flat fee (5%)

o Whether or not the planner recommends products from more than one provider
(19%), particularly those working in upper white collar occupations (24%) and
those with household incomes of $150,000 or more (26%), and

o Checking if the planning company is independent (16%).

Table 7.7.3b  Things looked at to see if financial planner has a conflict of interest

Financial planners and conflicts of interest 2008
%

What specific things do you look at to see if there is a conflict?

]
'
|
Base: Consider whether there is a conflict |  (n=323)
Fee structure E
Whether planner gets a commission from the productprovider ................... y 43
Planner's fee is based on the amountyou haveinvested ........................ E
Planner charges a flat fee unrelated to products sold or amountinvested .......... '

Recommendation of product from one or more providers (19%)

Planner only recommends products from one provider.......................... ' 11

Planner recommends products from different providers . ......................... E 10
Planner/Planning company is independent ........... ... ... . . . . ! 16
Reputation/trustworthiness of company/planner ......... ... ... ... . ... .. ... E 10
AllOther reSPONSES . . ..o : 8
Nothing in particular . . . ... .. e E 8
DOt KNOW . . oo e : 10

Unprompted question, multiple responses allowed
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Section 8

8.1

Insurance

Introduction and key findings

Those who behave in a financially literate fashion might be expected to protect their
financial situation through the use of risk insurance. Hence, this section examines the
community incidence, understanding and acquisition of risk insurance products.

Key findings

Incidence of risk insurance

The community incidence of different types of risk insurance varied considerably.

Of those who owned or were purchasing a motor vehicle, 97% held either
comprehensive (87%) or third party (10%) insurance. Those with lower personal
incomes were more likely to have third party insurance (14% amongst those with
personal incomes below $25,000). The high overall incidence of vehicle insurance
and the willingness of those with lower incomes to use third party insurance
suggest the need for motor vehicle insurance beyond the compulsory component is
well understood and acted on.

80% of those who either owned or who were purchasing their home had building
insurance and 74% of those who owned, who were purchasing or who were renting
their home had contents insurance. Both types of insurance were less likely to be
held by people under 35 years of age, those with personal incomes of less than
$58,000 and those using a language other than English at home

Of all respondents:

o 55% had private health insurance, most often those aged 35-69 years (60%)
earning personal incomes of at least $80,000 per year (80%);

o 34% said they had life insurance®, particularly males aged 35-59 years earning
personal incomes of at least $80,000 per year (58%), who had significant debt
(61% of males with a mortgage of $300,000 or more) and who had a partner
and children living at home (56%).

Of those working full-time, 30% had income protection insurance. Those most
likely to have this were people aged 35-44 years (37%), those with personal
incomes of $100,000 or more (47%), those with debt commitments (45% amongst
people with mortgages of $300,000 or more) and those with a partner and children
living at home (38%).

Those with relatively lower levels of financial literacy were significantly less likely to hold the
above types of insurance.

Understanding of risk insurance

Of those who have insurance:

o 54% were aware that a claim could be refused if the policyholder did not meet
their duty of accurate disclosure, slightly more than the 51% reported in 2005.
Forty-six percent (34% “no”, 12% “don’t know”) were not aware of this. Lack of
awareness was greatest amongst those aged over 60 years (65%) and those
with relatively lower financial literacy (83% of quintile one).

o 68% were aware of the cooling off period for those taking out a new insurance
policy, not significantly different from 2005, while 32% were not (14% “no”, 18%
“‘don’t know”). Males aged 18-24 years (48%) and, once again, those with
relatively lower financial literacy (42% of quintile one) were the most likely to be
unaware of this.

% This is likely to be an under-estimate as many respondents would have life insurance as part of their superannuation.
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Acquiring risk insurance

= 75% of those who had arranged an insurance policy shop around when they do
this. The presence of a satisfactory relationship with the insurer was the main
reason for not shopping around (49%).

= When arranging a new policy (other than life insurance) 47% spontaneously
mentioned the level of cover as a factor they take into consideration. This fell to
30% when renewing an insurance policy. These figures were not significantly
different from those recorded in the 2005 survey and suggest there has been little
improvement in the community’s awareness of the risk of being under-insured.
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8.2 Incidence of insurance products

The need for particular types of insurance is influenced by a person’s specific situation - for
example, someone who does not own a motor vehicle does not need motor vehicle
insurance. Hence, Table 8.2.1a shows the 2002 and 2008 incidence of insurance products
amongst the people who are most likely to need them. For example, it shows the incidence
of building insurance amongst those who own or who are purchasing their home, motor
vehicle insurance amongst those who own or who are purchasing a motor vehicle and
income protection insurance amongst those in full-time paid work. The incidence of private
health insurance and life insurance is presented for the total sample.

From Table 8.2.1a it is evident that:

Private health insurance was held by 55% of all respondents, most frequently by
those aged 35-69 years (60%). Of all 35-69 year olds, those most likely to have
private health insurance were those living with a partner (68%) and those with
personal incomes of $80,000 or more (80%).

Of all respondents, 34% said they have life insurance. It should be noted that this
figure probably under-estimates the true incidence of life insurance as many
respondents will have life insurance cover included in their superannuation. With
that proviso, holders of life insurance were most likely to be males (39% versus
30% of females), particularly males aged 35-59 years (52%), who earned annual
personal incomes of $80,000 or more (58%), who held a mortgage of $300,000 or
more (61%) and who lived in a family household with a partner and dependent
children (56%).

Of those respondents who either owned their home, were buying it or who were
renting, 74% had contents insurance. Those least likely to have insured the
contents of their home included younger people (52% of those aged under 35 years
had contents insurance), those facing some degree of socio-economic
disadvantage (contents insurance was held by 69% of those with personal incomes
under $58,000, 65% of single parents and 57% of those employed on a casual
basis) and those people speaking a language other than English at home (57%).

Table 8.2.1a Incidence of insurance products amongst relevant population groups
Survey
Insurance products held 2002 2008
% %
Insurance
Base: Total sample ] (n=3548) ] (n=3500)
Private health insurance .......................... ; 57 i 55
Lifeinsurance ................. ... . ...l 33 34
Base: Own/Buying/Renting a home na v (n=3413)
Contentsinsurance .................. .. ..., na 74
Base: Own/Buying a home E (n=2688) E (n=2579)
Building insurance ..., " na ! 80
Net: Building or contents insurance ................. 86 88
Base: Own/Buying a motor vehicle ! na ' (n=2804)
Comprehensive motor vehicle insurance ........... na 87
Third party motor vehicle insuranceonly  .......... na 10
Base: Working full-time E na E (n=1434)
Income protection insurance ..................... : na : 30
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= Amongst those respondents who either owned their home or were buying it, 80%
had building insurance. Those least likely to have insured their residence had a
similar profile to those who did not insure their contents. That is, they were
younger (55% of those under 35 years had building insurance), with personal
incomes below $58,000 (77%) and working on a casual basis (61%) and speaking
a language other than English at home (72%). Single parents however (80%) were
not below average here and were more willing to insure the building they live in
than its contents.

= Amongst those who either own or who are buying a motor vehicle, 97% have
motor vehicle insurance — 87% have comprehensive motor vehicle insurance and
10% have third party insurance.

Younger vehicle owners aged 18-24 years were less likely to have any motor
vehicle insurance (91%) — only 66% of vehicle owners in this age group held
comprehensive insurance although they were the most likely to have third party
insurance (25%). Apart from age, those least likely to have comprehensive
insurance were people with household incomes below $58,000 (82%) or personal
incomes below $25,000 (80%). Both of these income groups also had an above
average incidence of third party insurance (13% and 14% respectively).

Amongst vehicle owners there was only a slight variation in the likelihood of having
some form of vehicle insurance between financial literacy quintiles one (93%) and
five (98%) suggesting that the need for vehicle insurance beyond the compulsory
component is both widely understood and acted on.

= Thirty percent of those working full-time had income protection insurance. Those
most likely to hold this type of insurance were people aged 35-44 years (37%),
people living in a family household with a partner and dependent children (38%),
those with mortgage outstandings of $300,000 or more (45%) and those with
personal incomes of $100,000 or more (47%).

Also as discussed in Section 2.5, the incidence of these types of insurance (except motor
vehicle insurance as discussed above) generally showed a strong association with financial
literacy - ownership of insurance products was considerably higher amongst those with
higher financial literacy scores and lower amongst those with lower scores.
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8.3 Understanding of insurance products

All those who held insurance were asked about the duty of accurate disclosure applicable
to consumers who take out insurance products and all respondents were asked about the
cooling off period during which a new house and contents policy can be cancelled. The
descriptions used for each of these issues, and the responses obtained, are shown in Table
8.3.1a.

= Just over 1 in 2 of those who held insurance (54%) were aware that an insurance
company could refuse a claim if the policy holder did not make accurate disclosure
of matters relevant to the loss. This was slightly higher than the 2005 result of
51%.

Those least likely to be aware of their duty of accurate disclosure, that is the 46%
who gave a response of “no” or “can’t say”, included those aged 60 years or over
(65%) and those with household incomes less than $58,000 (57%). From a
financial literacy perspective, those from quintiles one and two were the least likely
to be aware of the need for accurate disclosure (83% and 62% respectively gave
“no” or “can’t say” responses).

= At 68%, awareness of the cooling off period applicable to house and contents
insurance policies was higher than awareness of the need for accurate disclosure.
Awareness of the cooling off period in 2008 did not differ significantly from the
result of 65% recorded in 2005.

Those most likely to be in the 32% who were not aware of the cooling off period
were people classified in financial literacy quintile one (42% “no” or “can’t say”) and
18-24 year old males (48% “no” or “can’t say”).

Table 8.3.1a Awareness of important requirements of insurance products

Survey
Insurance rights and responsibilities 2005 2008
% %
1 1
1 1
As far as you are aware, can your insurance company refuse : '
your claim because when you took out or renewed the policy 1 '
you did not accurately answer some specific questions asked : :
by the insurer that were relevant to the loss? : :
1 1
1 1
Base: Have insurance 1 (n=2892) 1 (n=3289)
1 1
Yes-claimcanberefused .......... .. ... .. . ... ! 51 ! 54
N : 37 : 34
1 1
CaAN E SAY . ot ! 12 ! 12
: '
1 1
As far as you are aware, is there a cooling off period after : '
taking out a new house and contents insurance policy during : '
which time you can cancel the policy and have your premium : .
fully refunded? ! '
1 1
Base: Total sample | (n=1756) ' (n=1162)
Yes - aware of cooling off period .. ........... o : 65 ' 68
1 1
NO : 13 ’ 14
CaN E SaAY . ot ) 22 ' 18
1 1
In each survey, the base is a randomly selected subset of all respondents.
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8.4 Acquisition of insurance products

All those who had arranged a new insurance policy were asked about the extent of
comparison shopping they undertake when arranging a new policy. Those who don’t shop
around at all were asked why they didn’t do so. As shown in Table 8.4.1a:

= 75% of these respondents undertake some comparison shopping when looking for
a new insurance policy while 24% do not. This result is not significantly different
from that of 2005 (74%). However, the proportion shopping around for a new
insurance policy in 2008 was lower than in 2002 (81%). It is possible that
increased use of direct debit to pay premiums has made the task of switching
suppliers a little more complex and, as a result has discouraged some consumers
from shopping around when policies are due for renewal.

= Lack of comparison shopping was at its highest amongst older people - 47% of
those aged 70 years or over do not shop around at all when arranging a new
insurance policy.

Table 8.4.1a Comparison shopping for insurance products

Survey
Shopping around for insurance 2002 ’ 2005 | 2008
% % %
When arranging a new insurance policy, do you shop around ... E E E
Base: Have armanged a new insurance policy | (n=1470) | (n=1321)  (n=1052)
Aot . T 25 I 21 ' 18
Afair bit . . E 31 i 25 E 24
ATHIE . . . oo + 25 . 28 1 33
Net: Any shoppinground atall.........................cco0viiuun. E 81 i 74 E 75
Notatall......... .. : 18 : 24 : 24
(CEMUEEN 0 0000000003000000000000000003000000a0000000000030000aaa4 E 1 i 2 E 1
Prompted question.
In each survey, the base is a randomly selected subset of all eligible respondents.
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= Reasons given for not shopping around included already having a satisfactory
relationship with an insurance provider (49%), lack of interest (20% couldn’t be
bothered) and accepting the recommendation of a financial expert (10%) or that of
a friend or family member (8%).

Compared to 2005, there has been an increase in the proportion who said they
don’t shop around because of their existing relationship with an insurance provider
(up 10 points from 39%).

Table 8.4.1b  Reasons for not shopping around for insurance products

Shopping around for insurance 2008
%
What is the main reason you don't shop around? E
Base: Don't shop around for insurance policy E (n=259)
Already have relationship with/happy with provider ................. E 49
Take someone else’'s advice
Go with recommendation of financialexpert . . .. ................. E 10
Just go with what is recommended by friend/family member ........ E 8
Spouse/partner does shoppingaround . ....................... ,: 2
Lack of time/interest E
Couldn'tbe bothered. . . ... ... ... . . .. E 20
"They're allthesame" ... ... ... ... . .. . . E 1
Don'thavethetime . ......... ... E 6
Too difficult to make comparisons/get information . .. ................ E 1
Allother reasons . . . ... .o e e E 5
Unsure/Can'trecall . .. ..... ... .. ... i, i 3
Unprompted question, multiple responses allowed.

The Social Research Centre



ANZ Survey of Adult Financial Literacy in Australia (2008) 102

In addition to arranging a new policy, all those with insurance were asked what factors they
took into account when first taking out an insurance policy other than life insurance and
secondly, what factors they considered when renewing an insurance policy other than life
insurance.

Of interest from a financial literacy perspective was the extent to which level of cover was
mentioned as a consideration given that under-insurance is generally regarded as a
widespread problem in the Australian community. As shown in Table 8.4.1c, the factors
people were most likely to consider when first taking out a policy were as follows.

The level of cover needed. In total, 47% of those with insurance mentioned this as
a consideration - 41% who made a general mention of the level of cover and 15%
who specifically mentioned “making sure you’re not under-insured’.

Those least likely to mention the level of cover included 18-24 years olds (34%)
and those aged 70 years or over (37%). There was substantial differentiation
between quintiles with 24% of quintile one versus 67% of quintile five mentioning
the level of cover as something they would consider when opening a new insurance
policy.

Apart from the level of cover, other considerations mentioned were the premium
(53%), the nature of the policy including the benefits offered (14%), the size of any
excess (15%) and the reputation of the insurance provider (20%).

Mention of these considerations was similar to 2005 apart from the excess (up from 11% to
15%) and the brand or reputation of the supplier (up from 17% to 20%).

Table 8.4.1c  Considerations when first taking out an insurance policy
Considerations when opening a new insurance policy 2008
%
What factors do you take into consideration when FIRST taking E
out or setting up an insurance policy other than life insurance? '
Base: Have insurance other than life insurance E (n=3304)
Level of cover (Net: 47%) !
The levelofcover-general............ i " 41
The level of cover to make sure you're notunder-insured .................. : 15
Pricing/Deal E
The Premium . ... e s 53
F OO v vttt e 3 4
Value formoney/bestdeal........ ... ... . ’ 3
Bonus/rewards for staying with company ............... ... . ... .. ... " 1
Nature of the policy E
THE EXCESS . . ettt et e e e ! 15
Benefits included .. ...... ...t " 14
Offers replacement value or marketvalue ............................... : 1
Provider's reputation E
Brand or reputation ofthe supplier ......... ... ... .. i " 20
Trustworthy, stable company . ... i ' 1
Recommendation of family, friends . ........... .. ... ... .. . E 1
Experience of dealing with the company ................................. . 1
Service quality :
Easy to make premium payments (direct debit, monthly, etc)...............} ' 2
Standard of customer service . .. ... E 2
Easytomakeclaims ...... ... ! 2
Allotherconsiderations . . ......... ... i E 6
None, dontconsiderany . ...t ! 4
Unsure/Can'trecall . ... ... ... E 8
Unprompted question, multiple responses allowed.
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When asked about the factors considered when renewing an insurance policy, mentions of
the level of cover fell to 30% (versus 47% for a new policy) - 24% making a general mention
of this and 12% specifically mentioning “making sure you’re not under-insured”. Young
people (18% of 18-24 year olds), older people (24% of those aged 70 years plus) and
members of quintile one (13%) remained the least likely to consider the level of cover.

Other considerations mentioned included the premium which, at 47%, was the factor
mentioned most often, the benefits of the policy, the size of the excess, the reputation of the
supplier and the standard of customer service (all 11%).

No differences were evident from the 2005 results apart from more frequent mention of the
excess (up from 7% to 11%).

Table 8.4.1d Considerations when renewing an insurance policy

Considerations when renewing an insurance policy 2008
%
And what factors do you take into consideration when RENEWING '
an insurance policy other than life insurance? h
Base: Have insurance other than life insurance 1 (n=3304)
Level of cover (Net: 30%) E
The levelofcover-general........ ... . i ! 24
The level of cover to make sure you're notunder-insured . ................, h 12
Pricing/Deal :
The PremiUum . ... e E 47
Fees . . 2
Value for money/bestdeal. ... ... ... i 1 6
Bonus/rewards for staying with company ................ ... ... ... .. .. " 1
Nature of the policy E
Benefitsincluded ........ ... .. ! 11
ThE EXCESS ettt ! 11
Any changes to whatthe policycovers ............. ... .. it " 2
Whether policy offers replacement value or marketvalue ................. : <1
Provider's reputation E
Brand or reputation of the supplier ........ .. ... .. i ! 11
Trustworthy, stable company . ... a 1
Recommendation of family, friends . ....... ... ... : =
Experience of dealing with the company ............ ... ... .. " 3
Service quality E
Standard of customerservice . ......... . ! 11
Easy to make premium payments (direct debit, monthly, etc). . ............. 3 1
Easytomake claims . ... ... : 1
Ease ofrenewal process . ...ttt E 1
Date forpolicy renewal . ... ... . ! 2
Allother considerations . . ... i : 5
None,don'tconsiderany ..............o ittt E 13
Unsure/Can'trecall . ... ... ..o e ! 7
Unprompted question, multiple responses allowed.
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Section9 Consumer Rights and Responsibilities

9.1

Introduction and key findings

Awareness of one’s rights and responsibilities as a consumer of financial products and
services represents an important aspect of financial literacy. This section of the report
examines consumers’ knowledge of their rights and responsibilities in a number of areas,
looks at how people said they would handle complaints against a provider of financial
services and what further education the community itself sees as appropriate in this area.

Key findings
Awareness of rights and responsibilities

Consumers’ awareness of their rights, responsibilities and protections appears to be largely
unchanged since 2005.

= Almost all respondents agreed that providers of financial products and services
have a legal duty to provide clear information to consumers — 95% versus 94% in
the 2005 survey

= 78% of respondents (versus 79% in 2005) were aware that providers of
professional advice about financial services are legally bound to inform clients of
any commissions they might receive as a result of their advice. Those least likely
to be aware of this were females aged 70 years or over (66%), single parents
(65%) and those whose main source of income is a government benefit or
allowance (67 %)

= 93% agreed that consumers have a duty of honest disclosure when taking out a
financial service or product versus 94% in 2005.

= 87% were aware that the card holder has sole responsibility for any lost money if
the PIN and access card are kept together in a stolen wallet (versus 89% in 2002
and 88% in 2005).

There was a change in the proportion that correctly said the statement ASIC checks the
accuracy of all prospectuses lodged with it was false. This rose to 19% from 15% in 2005.
However, the great majority of respondents continued to think this statement was true
(52%) or were unable to say (29%). This points to a relatively widespread lack of detailed
understanding of ASIC’s role in checking the accuracy of prospectuses. It also points to
increased investment risk for those who assume the claims and projections made in a
prospectus are accurate because the document has been lodged with ASIC.

Complaints

= Consumers were a litle more confident they would know how to make an effective
complaint against a bank or other financial institution than in 2005 — 63% were
confident or very confident about this compared with 58% in 2005. At the same
time almost half (45%) of those in quintile one were not confident they knew how to
make an effective complaint against a bank or other financial institution.

= When it came to who respondents would contact if they wanted to make a
complaint, 17% were unsure who they would approach (particularly 25-34 year old
males - 28% and people working in lower blue collar occupations — 30%). Those
who gave a response were most likely to mention an industry ombudsman (36%) or
a government department like Consumer Affairs or ASIC (26%).

Further education

= 51% of respondents felt they needed further financial education or information.
Those under 35 years of age were the most likely to feel this way (64%) while
people aged 60 years or over (26%) were the least likely to do so.

= Investing (39%) and superannuation (25%) were mentioned most often as topics of
interest.
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9.2 Knowledge of consumer rights and responsibilities

This section looks at consumers’ awareness of their rights, responsibilities and protections
as they relate to financial services.

9.2.1 Awareness of providers’ responsibilities and consumers’ protections

Consumers’ awareness of the responsibilities of providers of financial services was
examined in the following areas:

Financial services providers’ duty to provide clear information to consumers

The legal duty of providers of professional advice to inform their clients of
commissions they may receive as a result of the advice they give, and

The role of ASIC in checking the accuracy of prospectuses that are lodged with it.

Looking at each of these issues in turn (see Table 9.2.1a) it is evident that:

Almost all respondents (95%) agreed with the statement “providers of financial
products and services have a legal duty to provide clear information to consumers”.
Those in financial literacy quintile one were slightly more likely to disagree with this
statement (8%) than those in higher quintiles, but even amongst the members of
this group, there was 87% agreement with the statement.

Compared to the 2005 results, respondents in 2008 were more likely to agree
strongly (55% versus 47%) and less likely to just agree (40% versus 47%).
However, the overall levels of agreement and disagreement did not differ
significantly between the two surveys.

Approximately three out of every four (78%) respondents thought it true that
providers of professional advice about financial products are legally required to tell
their clients about any commissions that may result from the advice they provide.
This result was not significantly different from that recorded in 2005.

Those least likely to consider this proposition to be true included older females
(66% of those aged 70 years or more), people from areas of greatest relative socio-
economic disadvantage (SEIFA group one 70%) including single parents (65%)
and those whose main source of income was a Government benefit or allowance
(67%).

Nineteen percent of respondents were aware that ASIC’s role does not include any
obligation to check the accuracy of any prospectus that is lodged with it. This was
an increase of four percentage points on the 2005 figure of 15%.

Males aged 55 years or over (28%) were the group most likely to say the statement
was false. However, there were few other subgroup differences even between
those with high and low levels of financial literacy (19% of quintile one and 19% of
quintile five said the statement was false).

By contrast, 52% of respondents incorrectly said the statement was true. Further,
those holding investments in shares, managed funds or debentures, bonds, notes
or derivatives were more likely to think this statement was true than were those
who did not have any of these investments (56% versus 49%).

Males aged 25-34 years (72%) and members of quintile five (61%) were the most
likely to say the statement was true.

Overall, these results point to relatively widespread lack of detailed understanding of
ASIC’s role in checking the accuracy of prospectuses and to increased investment risk
for those who assume all claims and projections made in a prospectus are accurate
because the document has been lodged with ASIC.
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Table 9.2.1a Providers’ responsibilities and consumer protection

Survey
Awareness of providers' responsibilities and consumer
protections 2005 2008
% %
1 1
Providers of financial products and services have a legal duty to provide i x
clear information to consumers : :
Base: Total sample | (n=1756)  (n=3500)
StrONgly Agree . . ..o | 47 ' 55
1 1
e =Y ' 47 s 40
VL= Ve = : 94 : 95
Strongly disagree . ... ... : 2 x 1
D ES= T | : 3 : 2
NIZ®B "3 connoo0aoo0aoo0ano0annoco00000000000000000000000000000000000 : 5 n 3
CaAN E SAY o vttt E 1 E 2
Prompted question
Base for 2005 survey is a randomly selected subset of all respondents.
If providers of professional advice about financial products may receive : h
commissions as a result of their advice, they are required by law to tell i X
their clients ' n
Base: Total sample | (n=1756) . (n=1162)
TIUC oot e P79 78
1 1
FalSe . . oo X 11 2 11
G AN Y .« v vttt : 10 ' 11
The Australian Securities and Investments Commission checks the E E
accuracy of all prospectuses lodged with it : .
{1 sona0nb000a00660000006060000060006000000600000006600000000000000600000000600 : 57 : 52
False . . o ) 15 ' 19
CaN  SAY . . oot : 28 n 29

In each survey, the base is a randomly selected subset of all respondents.
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9.2.2 Awareness of consumers’ responsibilities

Awareness of consumers’ responsibilities

Consumers’ awareness of their responsibilities as users of financial products and services
was tested by asking all respondents:

If they agreed or disagreed with the statement “consumers have a duty of honest
disclosure when taking out a financial service or product and may face penalties for
not doing so”; and

Who they thought was liable for the lost money in a scenario where both debit card
and PIN were kept together in a stolen wallet.

Results for both of these statements are presented in Table 9.2.2a.

Virtually all respondents (93%) agreed they have a duty of honest disclosure when
taking out a financial product or service (37% strongly agree, 56% agree). This
result is not significantly different from that of 2005 when 94% of respondents
agreed with this statement, although there has been a slight increase in the
proportion who agree strongly.

As in previous surveys, most respondents (87%) were aware that the liability for
stolen money rests with the cardholder if the PIN and card have been kept
together.

Older people aged 70 years or over, that is those who make the least use of
electronic banking channels, were the least likely to place sole responsibility on the
card holder (74%). This response was also low amongst members of financial
literacy quintile one (67%), a result which is partly attributable to the relatively high
proportion of older people in this quintile (26% of quintile one were aged 70 years
or over compared with 11% of the total sample). At the same time, 16% of those
quintile one members who were under 45 years of age thought the responsibility
would be shared equally between the card holder and the bank, well above the
figure of 6% for the total sample. Hence, it appears that financial literacy is also a
factor in people’s awareness on this issue.

Table 9.2.2a Awareness of consumers’ responsibilities
Survey
Awareness of consumers' responsibilities 2002 2005 2008
Base: Total sample (n=1767) (n=1756) (n=3500)
% % %
Consumers have a duty of honest disclosure when taking out a financial | : '
service or product and may face penalties for not doing so 1 1 1
1 1 1
Strongly agree . . ... . 1 na 1 32 1 37
1 1 1
AGIEE . o o : na : 62 : 56
LN L= B Ve Y- ' na : 94 : 93
Strongly diSAGrEEe . . . . . oottt : na : 1 : 1
DISAGIEE . . . i : na : 3 : 3
Net: "Disagree” . . . ... i e : na : 4 : 4
1 1 1
CaNt SaY . . . 1 na 1 2 1 3
1 1 1
Prompted question. Question notasked in 2002.
Base for 2005 survey is a randomly selected subset of all respondents.
1 1 1
A person keeps their PIN number on a piece of paper in their wallet, along : : :
with their ATM or bank card. If the wallet is stolen and the card and PIN | 1 1
number are used to take money from an account, who is liable for the lost | ' '
money? : : :
Card holderonly . .. ... .. : 89 : 88 : 87
Both the bank and the card holderinequalpart............................/ ! 5 : 6 :
The DanK Only .« ..ottt et : 2 : 3 :
CaNt SAY . . o : 4 : 3 : 4
Prompted question.
Bases for 2002 and 2005 surveys are randomly selected subsets of all respondents.
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9.2.3 Complaints

The ability to make an effective complaint when experiencing difficulties with a bank or

other fi

nancial institution is also an important element of financial literacy. As shown in

Table 9.2.3a:

Table 9.2.3a

Two thirds of respondents (67%) agreed they were very clear about their rights if
they had a problem with a financial institution - 16% “strongly agree” and 51%
“agree”. Twenty-eight percent disagreed with the statement and a further 5% could
not say.

Those from financial literacy quintile five were the most likely to agree with the
statement (75%) while those from quintile one (63%) were the least likely to do so.
However, agreement did not fall below 60% for any of the subgroups evaluated in
this project.

Similar results were evident when respondents were asked how confident they
were about making an effective complaint against a bank or financial institution.
Sixty-three percent of respondents said they were confident they could do this,
slightly more than in 2005 (58%).

Responses appeared to be associated with financial literacy with 45% of those in
quintile one “not very” or “not at all” confident compared with 26% of quintile five.

Ability to handle problems experienced when dealing with a bank or other
financial institution

Survey
Problems when dealing with a bank or financial institution 2002 ‘ 2005 ‘ 2008
% % %
You are very clear about your rights if you have a problem with a : : :
financial institution 1 1 1
Base: Total sample : na : (n=1756) : (n=3500)
SHONGIY AGIEE . . . e 1 na 1 12 1 16
AT . . : na : 56 : 51
L= Y =Y : na : 68 : 67
Strongly diSAGrEE . . . . .ot : na : 3 : 4
DiISAQIEE . . . .ttt | na | 26 | 24
[ 0T Y- SN 3 na : 29 : 28
ANt SAY . .o b na y 3 ) 5
Prompted question.
Base for 2005 survey is a randomly selected subset of al respondents.
How confident are you that you would know how to make an effective : : :
complaint against a bank or financial institution? : : :
Base: Totalsample |  (n=1767) 1 (n=1756) 1 (n=1205)
Very ConfIdent . . . ..o e : 19 : 21 : 22
Fairly confident . . . ... : 40 : 37 : 41
[NEE Rl i noo0000000000000000000000000000000000000000a00000000060a0000000000000a0080] : 59 : 58 : 63
NOtVErY CONfIENt . . . e e e e : 29 : 27 : 24
Notatall CONFIAENT . . . . ..ottt et ettt : 11 : 12 : 12
A L= A Lo T o3 o 1 T 1= o : 40 : 39 : 36
[ = P : 2 : 2 : 1
Prompted question.
In each survey, the base is a randomly selected subset of all respondents.
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Respondents were also asked®® who they would contact if they experienced difficulties with
a financial product which they were unable to resolve with the provider. As shown in Table

9.2.3b:

= The most common response was an industry ombudsman (36%) followed by a

Government organisation like Consumer Affairs or ASIC (26%).

In addition, more than 1 in 10 mentioned professional advisers such as a solicitor

(14%) or a financial adviser or accountant (13%); while

Thirteen percent would seek assistance from family or friends.

= Seventeen percent were unsure where they would get help from in these
circumstances. Those most likely to say this were 25-34 year old males (28%) and

people currently working in lower blue collar occupations (30%).

Of those “confident” they knew how to make an effective complaint (see Table
9.2.3a) only 11% were unsure who they would talk to. Members of this group were
more likely than average to contact an industry ombudsman (43%) or government

organisation like Consumer Affairs or ASIC (31%).

Table 9.2.3b Who would be contacted if difficulties could not be resolved with
provider of the financial product or service

the

If you experienced difficulty with a financial product like a credit card, loan,
insurance policy, superannuation or financial planner that you were unable to
resolve with the provider of that service, who would you contact or talk to?

Complaint resolution ‘
i

'

'

!

!

:

Base: Total sample E

Industry ombudsman/ombudsman . ... :
Government organisation like Consumer Affairs, ASIC . ....... ... . i |
SOlICHOr OF [AWY BT . . oo '
Financial adviser/accountant .. ........... .. |
Family or friends . . ... I
Industry/professionalassociation .............. ... . '
BanK manager . . ...
Deptoffairtrading . . ... 3
PR OVId T . o
LOCal M . L e

UNSUIE . .. ]

(n=1205)
36
26
14
13
13

5

5
1
1
1

17

Unprompted question, multiple responses allowed.
Base is a randomly selected subset of all respondents.

% This question was used for the first time in the 2008 survey. The 2005 survey used four separate questions to ask about

problems with banking products, insurance, superannuation or managed fund and financial planner/adviser.
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9.2.4 Further

Interest
and kee

education in relation to finance

in self-education and the perceived need for further learning about financial matters
ping up to date are important aspects of financial literacy. This section looks at how

well informed people feel they are when making financial decisions, their perceived need for
further education and information on financial matters, the topic areas of greatest interest to

them an

d the preferred methods of delivering education or information.

How well informed consumers generally feel when making financial decisions

To assess the extent to which people feel they make informed financial decisions, all

respond

ents were asked if they agreed or disagreed with the statement “you generally feel

well informed when making financial decisions”. As shown in Table 9.2.4a:

Most respondents (85%) agreed with this proposition although only 20% did so
strongly. There was above average agreement amongst older people (89% of
those aged 60 years or over versus 76% of 18-24 year olds). Despite this apparent
confidence, 53% of those aged 60 years or over had FLSs that placed them in the
lowest financial literacy quintiles (that is, quintiles one or two). Thus, while many of
these people might feel they are well informed when making financial decisions,
there are indications that, for some in this group, this feeling may be misplaced.

At the same time, feeling well informed about financial decisions was also above
average amongst those aged under 60 years who were earning higher incomes
(93% of those with household incomes of $150,000 or more; 94% of those with
personal incomes of $100,000 or more). For these higher income earners, 15% of
those who agreed they felt well informed when making financial decisions were
members of financial literacy quintiles one or two.

Overall, members of quintile one were less likely to agree with the statement than
were those in quintile five (76% versus 92%). However, it is interesting that three-
quarters of those whose financial literacy appears relatively low (that is, members
of quintile one) nevertheless feel they are generally well informed when making
financial decisions.

Thirteen percent of respondents disagreed they felt well informed when making
financial decisions. Those most likely to give this response were 18-24 year olds
(21%) and those people currently working in lower blue collar occupations (19%).

Table 9.2.4a How well informed consumers feel when making financial decisions
Survey
Informed Consumer 2005 2008
Base: Total sample (n=1756) (n=3500)
% %

You generally feel well informed when making financial decisions

'
Strongly agree . . ... 18 E 20
AGIBE . . : 66 x 65

N 8N [ o Ae 00006068000 00800000006060000008600003080080000a0608008000 : 84 : 85
Strongly disagree . . .. ... i 2 E 2
DiSagIE . . ottt ! 12 ! 11

L= 0T Ve - -3 ' 14 . 13
(07 0 0= E 2 E 2

Prompted questions with read out codeframe
Base for 2005 survey is a randomly selected subset of all respondents.
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Perceived need for further education or information in relation to finance
As shown in Table 9.2.4b:

= While most respondents felt their decision-making to be generally well informed,
51% felt they needed some further education or information about financial matters.
This was slightly less than the 56% who felt they needed further education or
information in 2005, possibly reflecting less interest in, and enthusiasm for, financial
matters when markets are less positive and the chances of losing money are
higher.

Those under 35 years of age were the most likely to feel they needed further
financial education or information (64%) while those aged 60 or over were the least
likely to do so (26%). These results are in line with the earlier observation that
those aged 60 or over were more likely to say they feel well-informed when making
financial decisions.

Table 9.2.4b Need for further education or information

Survey
Need for further finance education/information 2005 2008
% %
Do you feel you need further education or information in relation to | E
1
finance? ! '
1 1
Base: Total sample + (n=1756) « (n=1779)
1 1
Y S ot e ! 56 ! 51
NO et | 43 . 48
UNSUNE o oottt e e e e e e e : 1 2 1
In both surveys, the base is a randomly selected subset of all respondents.

Those who expressed interest in further education or information were asked what finance
topics they would like more information on. As shown in Table 9.2.4c, the topics mentioned
most often were:

= Investing (39%) and superannuation (25%). Interest in both of these topics was
above average amongst members of quintile five (50% investing and 33%
superannuation). This may point to an interest in self-education which may be a
factor in the relatively higher level of financial literacy achieved by this group.

= Fourteen percent expressed interest in information on budgeting (24% of single
parents and 27% of those in lower blue collar occupations), and

= Thirteen percent mentioned taxation.

For the most part these results were not significantly different from those recorded in 2005
with the only significant changes being:

= Less mention of information on how to make complaints and resolve disputes
(down from 12% to 7%), and

=  More frequent mention of information on taxation (up from 7% to 13%).
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Table 9.2.4c  Topics for further education or information

Topics for further finance education/information ‘ 2008
%
i
What finance topics would you like more information on? E
Base: Those needing further education/information |  (n=861)
INVeSHNG . . .o E 39
SuUperannuUation . . ... ... : 25
BUAGetiNg . . ..o E 14
TaXAtON . . oo : 13
Borrowing, loansand mortgages . .. ... . E 9
Managing debt. . ... ... : 9
How to make complaints/resolve disputes . .......... ... ... ... ... . ... E 7
Financialmanagementand planning ........... ... . . i i : 7
BusSiNesSsS fiNanCe . ... ... E 5
Retirement planning . ... ... ..ot : 3
INSUMANCE . ... E 3
General banking information. ....... ... . . . : 2
Consumers' rights and responsibilities . ............ ... . . E 2
INErEStIAtes . .. o oottt e e e e e e e : 2
NI TESPONSES . . o oottt ittt e e e e e e e e E 5
CaAN E SAY - .\t :: 16
Unprompted question, multiple responses allowed
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Those

who said they would like more information about financial issues were also asked

how they would like that information provided. Table 9.2.4d presents the results from this
question for all of those wanting more information as well as separately for the four topics of
greatest interest. It is evident that:

Government bodies were mentioned frequently as a potential source of information,
particularly for information on tax (36%) and superannuation (31%). Financial
institutions were also mentioned relatively frequently as a source of information for
budgeting, tax and superannuation.

Insofar as delivery channels were concerned, the internet is clearly the preferred
option for information on all four topics followed by books (15%) and newspaper
and magazine articles (14%).

Those aged under 35 years were most likely to mention the internet as a preferred
delivery channel for any financial information (49%) as were those with annual
household incomes of $100,000 or more (47%). Members of quintile five were
more likely than average to mention newspaper/magazine articles as an
information source (20% versus 14% overall).

Few differences were evident in the preferred source of information for different
topics apart from less interest in seeing information about investment from
government bodies (18%) and slightly more interest in receiving information on
budgeting through formal courses offered by TAFE or adult education (20%).

Table 9.2.4d Preferred channels for additional information about financial issues
Financial Topic
Preferred channels for delivery of additional Any Invest- Super-
financial information Information ment annuation | Budgeting Tax
% % % % %
And how would you like information on ( ...topic...) made ! ! ! Y !
available to you? : : : : :
Base: Nominated a topic for further education/information : (=719 : (n=317) : (n=215) : (=113) : (=104)
Industry/Government body/Finance professional ) : y : :
Communication from financial institutions ... .......................... : 27 : 22 : 28 : 30 : 30
Communication from governmentbodies. ............................ : 23 : 18 : 31 : 27 : 36
Financial adviserorplanner................... ... 1 1 6 1 1 ! 4 1 5
Formal courses through TAFE,CAEefC. ...t : : 13 : 8 : 20 : 14
Delivery Channels : : : : :
IMBMEL . .o \ 38 . 44 1 45 . 43 1 49
BooksSONfinance . ........c.iuiiii e : 15 : 17 : 14 : 22 : 19
Newspaper or magazine articles . ... : 14 : 13 : 8 : 10 : 13
Television/radio advertising . .................covviieiinieeaanna.n. ) 8 . 8 } 8 , 7 : 10
Personal, face toface contact. ... : 7 : 4 : 4 : 5 : 2
Bymail ... ! 7 : 7 : 6 ! 6 : 5
Brochuresorpamphlets...... ... ] : 6 : 4 : 3 : 8 : o
Seminars or WorkShopS . .. ..o v et 1 6 1 6 1 5 1 4 1 5
Ot TESPONSES . . . ettt ettt ettt eeas : 7 : 6 : 5 : 4 : 2
[0 1= : 5 : 4 : 3 : 3 : 2
1 1 1 1 1
Unprompted question, multiple responses allowed
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While sample sizes are a restriction on further analysis, there were some subgroups that
appeared more likely than others to prefer particular sources/channels for the delivery of
information on specific topics. These included:

Investing

Those with household incomes of $100,000 or more were more likely than those
earning less than this to express a preference for information from financial
institutions (27% versus 17% of those with household incomes under $100,000).

Those from quintile one were more likely to prefer formal courses offered through
TAFE or CAE (27% compared with 13% of the all those wanting information on
investing).

Members of quintile five (60% versus 44% of all those wanting information on
investing) were more likely than average to nominate the internet as their preferred
delivery channel, while preference for the internet was well below average (27%)
amongst those age 60 years or over.

Those in quintile two (20%) and those who left school at or before the end of year
10 (19%) were more likely than average to prefer to receive investing information
by mail, brochure or pamphlet.

Superannuation

Those in quintile five were more likely to express a preference for information in
newspapers and magazines (17% versus 8% of all those wanting information on
superannuation).

Preference for seminars and workshops was higher amongst those working in
upper white collar occupations (12% versus 5% of all those wanting
superannuation information).

Available sample sizes do not support this level of analysis for any of the other topics
considered in this research.
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Section 10 On-line money and financial management

10.1 Introduction and key findings

The past few years have seen rapid growth in use of the internet for such financial services
as on-line banking, obtaining information about financial products and applying for them. At
the same time, while use of the internet is widespread, it is also the case that internet
access is limited or non-existent for some sections of the community. Limited internet
access in turn has the potential to restrict access to and use of the financial system.
Hence, this section of the report examines the community’s use of the internet for various
aspects of financial management.

Key findings

General use of the internet

Most respondents (72%) had internet access from their home although 20% did not
use the internet at all. Older people were the most likely to be non-users (67% of
those aged 70 years or over did not use the internet). However there was also a
small group of 18-54 year olds who did not use the internet. Non-users here were
over-represented amongst those with relatively lower financial literacy (19% of
quintile one did not use the internet versus 9% of all 18-54 year olds), people living
outside capital cities (14%), those working in lower blue collar occupations (22%),
those whose main source of income was a government benefit or allowance (18%)
and those whose education did not go beyond Year 10 (19%).

Use of the internet for financial matters

17% of respondents said they had used the internet to obtain or apply for a
financial product (25% of 25-44 year olds, 25% amongst members of quintile five).
Applications were made most often for credit cards (23%), personal loans (19%),
everyday bank accounts (17%) and high interest savings accounts (16%).

Use of on-line calculators increased from 25% in 2005 to 34% in the 2008 survey.
Again, the likelihood of doing this was highest amongst people aged 25-44 years
(49%) and those with relatively higher financial literacy scores from quintile five
(48%). Information on loans (calculating repayments 78%, calculating how much
can be borrowed 68%) was accessed most often.

Perceived risk of internet banking

The proportion of internet users who perceived a risk in using internet banking was
unchanged — 78% in both the 2005 and 2008 surveys. The types of risk mentioned
were similar to those given in 2005 apart from a substantial increase in awareness
of identity theft, which was mentioned by 23% in 2008 and not at all in 2005.

19% did not think there was any risk in using internet banking, a point of view that
was most likely to be found amongst members of quintile one where 30% thought
there was no risk or were unable to say.

There was also no change in the proportion aware of ways to minimise the risks of
on-line banking — 66% of those who thought there were risks in 2005, 63% of these
respondents in 2008. This left 37% who didn’t know how to minimise the risks or
who said they were unsure how to do this. Lack of awareness of risk minimisation
techniques was highest amongst internet users from quintile one (49% not aware,
11% unsure)

Using up to date anti-virus software (38%), firewalls (26%) and regular password
changes (22%) were mentioned most often as ways of reducing risk. In
comparison to 2005 there was more frequent mention of up to date anti-virus
software, password security, closing browsers after use and avoiding the use of
public computers.
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10.2 Internet access

All respondents were asked where they usually accessed the internet from. As shown in
Figure 10.2.1a:

= Almost 3 out of every four respondents (72%) usually accessed the internet from
their home. In addition, 16% reported accessing the internet from their place of
work although majority of these respondents also had internet access from their
home (68%).

= Twenty percent of respondents did not use the internet.

Figure 10.2.1a Access to the internet

Home l 72

O

Library DZ

Neighbour's/Friend's house D2
School H 1

Somewhere else H 1

Don'tuse the internet _ 20

UnsureRefused H 1

Base: Randomly selected subset of all respondents (n=1162)
Question: Where do you usually access the internet from? (Unprompted question, multiple response)

Internet non-users - 60 years or over

Amongst people aged 60 years or over, 52% said they didn’t use the internet (39%
of 60-69 year olds, 67% of those aged 70 years or over). Amongst people aged 60
years or over, non-users of the internet were most likely to be found amongst:

o Females (60% versus 43% of males);
o Those who did not complete any post-secondary education (61%);
o Those with household incomes of less than $58,000 per year (60%); and

o Members of financial literacy quintile one (78%).
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Internet non-users - 18-54 years

There was also a relatively small group of 9% of those people aged 18-54 years
(that is, people of pre-retirement age) who said they did not use the internet. Non-
users in this age group were over-represented amongst:

o

o

o

Females aged 45-54 years (16%);

Members of financial literacy quintile one (19%);
People living outside Australia’s capital cities (14%);
People living in single person households (19%);

Those with household incomes under $58,000 (16%), working in lower blue
collar occupations (22%), those whose education did not go beyond Year
10 (19%) and those whose main source of income was a Government
benefit or allowance (18%).

Thus, while age still appears to be a factor in non-use of the internet amongst
under 55’s, there are indications that socio-economic, financial literacy and possibly
geographic factors also have a role to play.
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10.3 Use of the internet for accessing financial products and services

This section looks at use of the internet to obtain financial products and to make
comparisons between them by using on-line calculators.

10.3.1 Application for financial products over the internet

All internet users were asked if they had ever applied for or obtained a financial product
over the internet. As shown in Table 10.3.1a:

= Around one in five (17%) respondents had done this. People aged 25-44 years
(25%) and those with higher levels of financial literacy (25% of quintile five
members) were the most likely to have used the internet in this way.

= The types of product involved most often were mortgages and other consumer
finance products (credit card 23%, personal loan 19%, mortgage 10%), transacting
or deposit accounts (everyday bank account 17%, high interest savings account
16%) and insurance (17%).

Table 10.3.1a Types of financial product applied for over the internet

Financial products applied for/obtained on-line 2008
%
Have you ever applied for or obtained a financial product over the :
internet? :
Base: Total sample : (n=1162)
Don'tusetheinternet. ... ... ... i : 20
Yes - have applied for or obtained financial product over the internet............ E 17
NO - have NOtdONE thiS . . ... ..ottt et X 63
1
Base is a randomly selected subset of all respondents.
Which products did you apply for or obtain online? :
Base: Have applied/obtained financial products on-line : (n=181)
1
Transacting/Deposit account :
Everyday bankaccount. . ... : 17
High interest savings account.......... ... i ' 16
Term depOSit. .. oot i 3
Loan/ffinance product :
Creditcard ... ..o e ) 23
Personalloan . ... ... ... : 19
MO gage . . i 10
1
Other product :
[MEVEINEE sanoonbsananan00nb6a0000000006060000000006006000000000060000000000¢ E 17
SNaArES .. ! 6
. 1
SN @3B cc000000000000000000003000600000000000 80033a00030000000000 ! 14
Unsure/Can'trecall . ... ... ... | 4
Unprompted question, multiple responses allowed
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10.3.2Use of on-line calculators to compare financial products

All respondents were asked if they had ever visited an internet site with calculators for
comparing financial products. Those who had done this were asked what they had used
these calculators for. As shown in Table 10.3.2a:

= Approximately one in three respondents (34%) had used on-line calculators,
considerably more than in 2005 when 25% had done so. People aged 25-44 years
were the most likely to have done this (49%) as were those with higher financial
literacy scores (46% of quintile four and 48% of quintile five).

Table 10.3.2a Use of on-line calculators

Survey
Use of on-line calculators 2005 2008
% %
Have you ever visited an Internet site with calculators for comparing : :
financial products ? : :
Base: Total sample | (n=1756) , (n=1162)
1 I
Yes - have visited internet site with calculators . . ............. .. .o ... : 25 y 34
1 I
g Q . 1 1
No - have notdone this/Don'tuse theinternet............ ... ... .. .......... ! 75 ! 66
1 1
In both surveys, the base is a randomly selected subset of all respondents

Table 10.3.2b shows that on-line calculators were used most often specifically for:

= Loan related matters such as calculating loan repayments (78%) and assessing the
amount that could be borrowed (68%);

= Comparing interest rates (64%);
= Comparing fees and charges (51%);

= Obtaining information about retirement planning (28%) and superannuation (17%);
and

= Obtaining help with budgeting (33%).

Table 10.3.2b Tasks for which on-line calculators have been used

Use of on-line calculators 2008
%
Have you ever used the (intemnet) calculators to do any of the
following? ;
Base: Have used on-line calculators ' (n=362)
Calculate repaymentsonloans. . . ... 78
Calculate how much youcanborrow . . ......... ... ... i 68
Compare interestrates. .. ........... i E 64
Comparefeesandcharges . . ...........o it é 51
Obtainhelpinbudgeting . .. ... ... . E 33
Find out how much you need inretirement. . . ......... ... ... .. .. ... ..... 28
Help compare superannuationoptions . .. .......... ... .. i, E 17
Help compare other financial products .............. ... ... ... ......... E 49
Something else . .. ... i
Unsure/Can'trecall . ........ ... . e E 5
Prompted question, multiple responses allowed
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Compared to 2005, there was slightly greater use of on-line calculators to calculate loan
repayments (up from 71% to 78%), to compare the fees and charges on financial products
(up from 44% to 51%), to obtain help in budgeting (up from 27% to 33%) and to compare
superannuation options (up from 12% to 17%).

10.4 Risks associated with internet banking

Appreciation of risk in financial matters is an important aspect of financial literacy. To
explore perceptions of the risks associated with using the internet for financial dealings, all
internet users were asked if they thought there were risks associated with internet banking.

As shown in Table 10.4a, the position was similar to that in 2005 with 78% of internet users
thinking there were risks associated with internet banking, 19% not doing so and 3%
unsure. Few subgroup differences were evident on this measure apart from the relatively
high proportion (30%) of those internet users in quintile one (55% of all quintile one
members were internet users) who thought there was no risk or who were unsure.

Table 10.4a Perceived risk associated with internet banking

Survey
Risk and on-line banking 2005 2008
% %
Do you think that there are risks associated with interet banking? : :
Base: Use the intemet +  (n=1095) 1  (n=913)
1 1
Y . ot e . 78 y 78
1 1
NO. o ' 20 ' 19
1 1
UNSUI . .« oottt et e et e e e e e e e e e e e ’ 2 y 3
1 1
In both surveys, the base is a randomly selected subset of all respondents

Those who thought there were risks most often cited key logging and hacking (53%), the
use of unsecured websites (23%), identity theft (23%) and credit card fraud (17%) as
examples.

This too was similar to the situation in 2005 apart from the significant increase in awareness
of identity theft which was not mentioned at all in 2005 but was mentioned by 23% in 2008.

Table 10.4b Nature of risks associated with internet banking

Risks associated with on-line banking 2008
%
What are some of those risks?
Base: See risks associated with internet banking i (n=722)
Key logging/hackers . . ... ... E 53
UNSecUred WEDBSIES . . . .. ..o oottt e e e E 23
Identity theft . . ....... ... ... ... 23
Creditcard fraud . . . .. ..ot et 17
Lack of security of personal details/Privacy issues . .. .................... 11
€-MAIl SCAMS . . -« e e e e e e ; 9
PRISNING . -+« . oo e e ettt 5 8
W=y [ENVeEiiNE) o 0 0 s s oo vooaccaoaooacsacocccosnocoac0as cooacoanaa E 6
WIWEES 00 aooaanaaoan00ancan0anaanaa0000000060 0GE00000G00G00A000 E 2
(60 1= E 12
Unsure E 4
Unprompted question, multiple responses allowed
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Those who thought there were risks associated with internet banking were also asked if
they were aware of any ways of minimising these risks and, if so, what things could be
done. Results are presented in Table 10.4c and 10.4d.

Sixty-three percent of these respondents were aware of ways in which risks could
be minimised while 33% were not and 4% were unsure. These results were not
significantly different from those recorded in 2005.

Those from financial literacy quintile one were the most likely to be unaware of
ways in which the risks of on-line banking might be minimised (49% not aware,
11% unsure) while those in quintiles four (74% aware) and five (75% aware) were
the most likely to be aware of risk minimisation strategies.

Table 10.4c Minimising the risk associated with internet banking
Survey
Minimising risk and on-line banking 2005 2008
% %
Are you aware of any ways in which these risks can be minimised? : :
Base: See risks associated with intemet banking E (n=854) E (n=722)
Y S, oot Y 66 ' 63
1 1
NO. 1 31 1 33
1 I
UNSUIE. . . e e e e . 3 y 4
= Mentioned most often as ways to minimise risk were using up to date anti-virus
software (38%), using a firewall (26%) and regular password changes (22%).
Compared to 2005 there was greater mention of using up to date anti-virus
software (up 11 points), keeping passwords secure (up 12 points), closing browsers
after use (up 8 points) and avoiding the use of public computers (up 6 points).
Against this there was less mention of firewalls (down 6 points) and ensuring the
bank has good security (down 5 points).
Table 10.4d Ways of minimising the risk associated with internet banking
Ways of minimising risk with on-line banking 2008
%
What things can you do to minimise the risks associated with |
internet banking?
Base: Think there are ways to minimise risks |,  (n=459)
Up to date anti-virus software . . . ................ ... ... .. ...l o 38
Use afirewall . .. ... 3 26
Change passwordregularly . .. ... E 22
Ensure bank has good securityinplace . .......... .. ... ... ... ... ... E 14
Don't use links in e-mails which claimto goto Flwebsites . . .. ............. .E 12
Keep passwords SECUIE . . ... ..ottt e e e J: 12
Don'topensuspectfiles. ...... ... ... e E 8
Close BrowSer after USING . . . . .« v vv v e et E 8
CheCk fOr VIFUSES . . . . ...ttt e 7
Don'tuse publiccomputers . . ... . e E 6
(01172 PR ; 9
UNSUME ..ot 5
Unprompted question, multiple responses allowed
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Appendix One: Survey Questionnaire

SECTION A1: INTRODUCTION AND SCREENING

Q1 Good [Morning/ Afternoon/ Evening]. My name is (SAY NAME) from The Social Research Centre. | Code Route
Today we're doing a survey to assess attitudes to financial matters amongst adults aged 18 or
over living in Australia. We're not trying to sell you anything, but simply collecting information for an
important national survey. Your responses will be confidential to the Social Research Centre, and
details of individual respondents will not be passed to any other organisation. May | speak to the
person in the household aged 18 years or older who is next in line for a birthday?
IF NEW RESPONDENT, REPEAT INTRODUCTION
We are contacting people randomly from the White Pages Telephone Listings. The survey will take
approximately 20 minutes and will be used for Research purposes only.
IF NECESSARY SAY: Is now a good time or would it be more convenient if | made an
appointment to speak to you at another time? [SA]
YES — CONTINUE ...ttt seee 01
YeS - ARRANGE CALLBACK ...ttt ettt 02
INO ettt ettt 03
Q2 QSEX Code Route
RECORD SEX OF RESPONDENT (DO NOT READ OUT) [SA]
VTG .ttt bbb bbbttt 01
FEIMAIC.......eiiiii ettt ettt ettt 02
Q3 DEM2 Code Route
READ OUT. IF REFUSES TERMINATE
Just so | know which questions to ask in the survey, would you mind telling me your age please?
[SA]
T8-10 bbbt h ettt beea 01
2024 ... b Rt R e h ettt eee 02
2529 et h ettt 03
B0-34 e h R h e b bR Rt R bttt h ettt seee 04
3530 e h bR h e bbbt h bttt b ettt seee 05
BO-B4 ...ttt h et h ettt b ettt h st e 06
B5-49 ...t e bt h ettt b ettt b et s teea 07
BIO-54 ... h et h et b ettt neee 08
D589 R h bRt h ettt neee 09
BO-B4 ...t h bRttt s h ettt 10
B589.....eee bR b e h R h ettt 11
T0F e h et h bRk R bR ARt R bttt st h ettt see 12
RETUSEA ...ttt ettt ettt ettt e 98
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Q4A DEM4 Code Route
Do you do paid work of any kind? [IF YES, ASK] Do you work full-time for 35 hours or more per
week, part-time or are you employed as a casual? [SA]
Full-time (35 hours 0r MOre PEr WEEK).........cocvcvviieiieieieieieecee ettt ne 01
Part-time (Less than 35 hoUrS PEI WEEK) ..........ccvuvieieieieieieicicceeeee ettt ne 02
(0= LT | I P TP U PP PR PP PP PSPPI 03
NO - dON’t dO @NY PAIA WOTK ...ttt ettt e e b et e sbeenteeanesnean 04
RETUSEA ...ttt et ettt bt ettt b et e et bttt et b ettt he et ne s 98
Q4B DEM4B Code Route
IF CODES 1,2 OR 3 AT Q4
Do you work for an employer or are you self-employed? [SA]
WOTK fOF @N @MIPIOYET .......coiiiiiiieee ettt bbbttt s e s st esesesesesesesnsenns 01
SEIf-EMPIOYEA ...ttt b e b e ettt h et n e ene et nennean 02
Other (eg: 1abour hir€ COMPANY) .....c.coouiiiiiiiiceie et sneend] 03
RETUSEA ...ttt ettt b ettt bt et et bttt et b et an ettt neaaean 98
Q4C DEMA4C Code Route
READ OUT
And which of these best describes your main activity? [SA]
IN PAIA EMPIOYMENT ...ttt ettt ettt b et et b et e e b et en s bese e seseneesenenes 01
(6] T=T00T o] (0] VZ=T o B OO T T SO P RSP PSPTUPRPRR 02
STUAENT ..ottt 03
RETIFEA ...ttt 04
HOME AULIES ...ttt et e b e et e et e s et e e be e et e e et e e sareeeaneesnneereeeanes 05
(OFNEI) ettt ettt s bbb bbb s s s R s st s s s s bbb st seseneseseseneeen] 06
[(RSLLEET=T e ) I PSP PPPPPP 98
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SECTION A. MONEY AND THE EXCHANGE OF MONEY

Q5 A1 Code Route
READ OUT, MULTIPLE RESPONSE
ROTATE CODE FRAME
Firstly, I'd like to talk about ways of paying for goods and services. Which of the following payment
methods do you, yourself, use? [MA]
CASN ...t 01
CREBQUES......eeceeete ettt ettt ettt ettt et et et et eae s et et e s et ess s et ess et et es st et ens et et eas et eseasenerenneserend] 02
IMIONEY OFUEIS ...ttt sttt ettt ettt s et e b et st et e s e st b e s e st b ese st e b esenteseseneebesenseseseneesesensesenenes 03
CrEIt CANAS ...t ettt ettt 04
SHOME CAMAS ...ttt ettt 05
ATMs (Automatic Teller MACKINES).........ccoiiiiiiieeeeee ettt ne 06
EFTPOS (Electronic Funds Transfer At PoOint Of SalI) .........ccccooviviirieirieieieeeeeeeeeeeeeee e 07
DiIMECT DEDIL.......ooiii e 08
BDAY ..ttt bttt s Rt h ke a bR e Rt b e s e Rtk e st b e s e st b Ren e b et e st et e s et b e s et senenes 09
TelepPhONE BanKING........cooveeiieieiieeee ettt ettt s et s e s s s b ene st esesessesenessesenesesend 10
INEEMNET BANKING .....viiiieeieeee ettt ettt ettt ettt b et e st b et e s e besen s besaneeseseneesenenes 11
Loans from a financial INSHULION ............ccciiiiiicccc e 12
Loans from family @nd fHIENAS ...........ccoiiiiiiiicee et 13
PaYdAY [OGNS ...ttt et e e e e e ae e e reeereeenes 14
LAY DYS .ttt ettt bttt h Rt h et n bk n bR e Rt bR e st b e s e st b sen s b e sen st e s e st b e s et senenes 15
Visa Debit card or Debit MasterCard............ccuiiiiiiiiiieese e 16
None of these (DO NOT READ OUT )....ocooiiiiiiiiieieieieieieieieieieeieeeee sttt sesne 17
Can't say (DO NOT READ OUT) ...ttt ettt ettt sttt sin et ene e enseenenaean 99
Q6 A2 Code Route
READ OUT RESPONSES NOT MENTIONED IN Q5
IF RESPONDENT HAS NOT USED EVERY PAYMENT METHOD (CODES 2 to 12, 14 IN Q5),
QET\D OUT, MULTIPLE RESPONSE
ROTATE CODE FRAME
What other payment methods do you know how to use, even if you don't use them yourself [MA]
CREQUES.......eeceeeeee ettt ettt ettt et ettt et et et eae s et ess s et ess s et eas s esessesetess et et eas et etensenererseserend] 02
IMIONEY OFUEIS ...ttt ettt ettt ettt s et e s et st et e s e st b et e st b e s e s e s esen e s eseneebesenseseseneeseseneesenenes 03
CrEIt CANAS ...ttt 04
SHOME CAIAS ...ttt 05
ATMs (Automatic Teller MACKINES).........cccoiiiiiiiieieeeee ettt ne 06
EFTPOS (Electronic Funds Transfer At PoOiNt Of SAIE) .........ccccoviviirieirieieieieeeeeeeeeeeeee e 07
DIMECT DEDIL.......ooiei e 08
BDAY ..ttt ettt ettt s et h et e At b ke Rt bR e Rt bR e st beRen e b e Ren st e s e st esent b ese e esenenes 09
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Q6

A2

READ OUT RESPONSES NOT MENTIONED IN Q5

IF RESPONDENT HAS NOT USED EVERY PAYMENT METHOD (CODES 2 to 12, 14 IN Q5),
ASK

READ OUT, MULTIPLE RESPONSE

ROTATE CODE FRAME

What other payment methods do you know how to use, even if you don't use them yourself [MA]

TelepPhONE BanKING........coovoeiieieiieieeeeee ettt ettt s et s e s s sesese st esesessesenessesenesesend
INEEMNET BANKING .....veiiieeieee ettt ettt ettt et b et b et e st b ese e beses s beseneeseseneesenenes

Loans from a financial iINSHEULION .............ooooviviieeeeee ettt ae

(NONE Of TNESE) ..ttt b bbbt s e bt et e s ae e bt e et sneesbeenesnean

Can't say (DO NOT READ OUT) ..uutiiiiiteitieieitiestt ettt sttt ettt ettt enbeenesaean

Code

10
11
12
14
15
16
17

99

Route
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SECTION B - BASIC FINANCIAL SERVICES

Q7-Q10 — 100% of Respondents

Q7

B1

INTERVIEWER TO REFER TO 'TERM DEFINITIONS' CARD AS NECESSARY.]
READ OUT, MULTIPLE RESPONSE

Which of the following do you have yourself or jointly with someone else? [MA]

An ordinary or everyday account with a bank, building society or credit union.............cccccccevnnnnnnnn.
A high interest SaViNgs @CCOUNT ..........c.oiiiiii et
SUPEranNNUALION fUNG..........coooiiieieeeeeecet ettt ettt ettt s et as s tess et teas et etessesesensenenend]
Managed Investments other than Superannuation ... e
SRAMES ...t
TEIM DEPOSILS ..ottt ettt et ettt ettt ae e b et e st ete e s e s esseseese s eseeseesessessebe s easeneere s essens
AN INVESIMENT PTOPEILY ..ottt ettt bese e s et eneesesenena

Other investments such as debentures, bonds, notes or derivatives..............ccooecvveeeeiieeeccieeeeee e,

[ONLY READ THIS OPTION IF RESPONDENT HAS AN INVESTMENT PROPERTY;
OTHERWISE GO TO CODE 10]

A Mortgage on an INvestmMent Property ..o
A Mortgage fOr YOUr OWN NOME ........c.c.ouiiiiiiiiiiie ettt ne
A HOME EQUILY LOAN ..ottt ettt et s b e se e eseseneesesenenas
An equity release product like a reverse mortgage or shared appreciation mortgage..............cceueuenene.
A PEIrSONAI LOGN ..ottt
A Loan by line of credit or OVEIdraff............cccooiiiiiiiieeeeeee et
A "Margin" Loan, which is a loan solely to purchase Shares or Managed Investments............c.c..c.......
A Lease or Hire PUrchase AQreEmENT ...ttt enes
HOME BUIIAING INSUFBNCE ..ottt ettt b et e b e s e e senenes

[ (o] Lo OTeTa) (=Y o] (3 [ FT U [ =1 (o=

Comprehensive VENICIE INSUFANCE ............c.couiveveeieeeeceeeeeeeeeee ettt eseeanenenend

[ONLY READ IF OPTION IF RESPONDENT DOES NOT HAVE COMPREHENSIVE VEHICLE
INSURANCE, OTHERWISE GO TO CODE 21]
Third Party VEhiCle INSUFANCE.............ccouiiiiiiiiiiiiiiitrn ettt

Private Health INSUIGNCE ...ttt ettt besenes
LIfE INSUIANCE. ...vivieiiie ettt bbb b b e s s s s st et es s sesess et s s s s ne
Retirement Income Stream Product such as an annuity or pension.............ccooeeeeeienerennnneeeene
INCOME ProteCtion INSUFANCE .......ocoouiiiieiiieeeeee ettt ettt s e s senes
Any other type of insurance (eg: consumer finanCe INSUFANCE)..........cocoueueueriniieeeirinieeeereeee e

NONE (DO NOT READ OUT).cooooeeooreeeeeeeseeeeseeeseesesseseesesseseseessesesessesseeesssesesesssesesesssssseseesssseresssssreree

Can't say (DO NOT READ OUT) ..ottt s bbbt esssesesesesnsnnd

Code

01
02
03
04
05
06
07

08

09
10
11
12
13
14
15
16
17
18

19

20
21
22
23
24
25
26

99

Route
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Q8A B6 Code Route
[IF RESPONDENT DOES NOT HAVE A MORTGAGE ON OWN HOME OR AN INVESTMENT
PROPERTY MORTGAGE (Q7/7-8) ASK]

You said that you don’t have a mortgage, are you considering taking one on in the next 12

months? [SA]

Y S ettt bbbt b bbbttt ettt bene 01
IO ettt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt ettt s s s s a st ae A a Attt ettt s s s et s s sennnnnenenennaeed 99

Q8 B7 Code Route
READ OUT, SINGLE RESPONSE
ROTATE CODE FRAME
Who is responsible for money management in your household? [SA] (IF NECESSARY: managing
money can be things like organizing loans, investments and paying the bills)

YOUTSEIF ..ttt b ettt h ettt ettt eee 01
Y OUE PAITNET ..ottt bbbttt ettt b bbb 02
You and your Partner JOINTY ........cooou ottt ssenen] 03
FamMUY MEMDET ...ttt ettt bt b et b e s en s b e s eneeseseneesenenes 04
(DON'T READ) SOMEONE EISE........ooiieiieiiiceeette ettt sssesesesesnsend] 05
(DON'T READ) CAN'T SAY ...c.euviiiiieieieieteieteteieeeeieiet ettt ss s s s sesesesesesesesessssssssssssssnnsend 99

Q9 B9A Code Route
READ OUT, MULTIPLE RESPONSE
ROTATE CODE FRAME
Have you read or used any of the following sources over these last 5 years to assist with your
financial decision-making? [MA]

Financial sections of NeWSPapEers Or MAGAZINES .........ccccceuruiiiiiiiiirieee et esne 01
Printed books or other financial pUDIICAtIONS............ccooviuiieeiceeeeeee e 02
Finance-related sites 0N the INTEINEt..........coo e 03
SEOIMUNAIS ...ttt a bttt b bttt s bbbt s bbbt st s bt b ettt et e esesene 04
Publications from the fiINanCe INAUSTIY .............cooiriririeieieccc e 05
Publications from Government (eg. ASIC, FaHCSIA, Fair Trading, Consumer Affairs)............ccccc........ 06
Publications from community organisations (eg. financial counselling)...........cccccooeeiiiiiiernnnrneeeen 07
[DON'T READ] NONE ..ottt ettt ettt b ettt e esesene 08
Other [PLEASE SPECIFY] ..ottt ettt 09
[DON'T READ] CAN't SAY ...cucueuiiiieieieieireeieteie sttt ettt ettt ettt esesees 99
[DON'T READ] REFUSEA ...ttt ettt et ete e st etaesaanteenseeneanseensesnean 98
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Q10 B3 Code Route
READ OUT, MULTIPLE RESPONSE
ROTATE CODE FRAME
And have you consulted any of the following people regarding your finances? [MA] (IF
NECESSARY: Have you ever done this?)
AN ACCOUNTANT ...ttt 01
A MOIGAGE BIOKET ...ttt et b ettt b et e e b eseneebeseneeseseneeseseneanas 02
A SEOCK BIOKET ...ttt e 03
AN INSUIANCE BIOKET ..ot 04
A Taxation SPECIAILIST...........coiiieeeeeeeeeeeee ettt ettt et ettt st et s et reasesesnanene 05
A FINANCIAl COUNSEIION ...ttt ettt 06
A Bank Manager or Bank EMPIOYEE ........coovvuiiieiieeeeeeeeee ettt s e enes 07
A Financial Planner Or AQVISOT ..o 08
FamUlY OF fHENAS ..ottt b b s s st et s s e s e s s s s s ne 09
Centrelink Financial Information Service OffiCers ... 10
SOIMEONE EISE.......oiiiie ettt ettt 11
[DON'T READ] NONE......coutiiiiieiieieitieiseistietie ettt ettt ssesre 12
[DON'T READ] CAN't SAY ...ttt aseascaeeeesaesne 99
Q11 D6 Code Route
[IF HAVE INVESTMENT (Q7/4-8), ASK]
[DO NOT READ OUT] [SINGLE RESPONSE ]
Thinking about your most recent investment, what did you decide to invest in? [SA]
[ (o] 1T o YT T SO P PSP P PP PRPRR 01
SIAIES .t h et e R Rt R R R e Rt R e e bt bR e bt et ene et nennean 02
Managed INVESIMENT ... ... ettt et e e e re e e e nes 03
TOIM DEPOSIE ...ttt ettt e ettt e oot et e e ea b et e e abe e e e s be e e e aabe e e e anbe e e e anbeeeeanbeeeeanneeeeane 04
S T0 o1Y = ol a1V E= L (o] o H SRS SURRSRRRS 05
DIEDENTUIES ...ttt et e h et e b e et e e st e s et e b et e b et et e e e e e nn e e an e et e e nes 06
7] oo £ T PSSP PSP P PO P PP PRTPRR 07
DIEIIVALIVES ...ttt ettt e s h et e b e et e e et e e et e h et e b et et e e e e e e an e e neeereeenes 08
Other [PLEASE SPECIFY] ..ottt ettt saessessesne 09
[DON'T READ] CANTIECAIL.......oveieeeeeeeeeeeeeeeee ettt ettt easeseseasenesensenenend] 99
[DON'T READ] RETUSEA ...t ee e e ee e see e 98
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Q12 D6B Code Route
[IFE NOMINATE INVESTMENT Q11/1-9 ASK]
[DO NOT READ OUT] [MULTIPLE RESPONSE]
How did you find out about this investment? [MA]
Friends @and family ..ot 01
Financial sections of NeWSPapers Or MAGAZINES .........ccccceuruiiiiiiiieeee et esne 02
Printed books or other financial pUDIICAtIONS............cccooviuiieiieceeeeee e 03
Finance-related sites on the INterNet..............ccovii e 04
SEIMINAIS ...ttt ettt ettt ettt 05
Publications from the fiINanCe INAUSTIY ...........c.cooeirieieieieiecccccc e e 06
Publications from Government (eg. ASIC, FaHCSIA, Fair Trading, Consumer Affairs)............c.ccc........ 07
Publications from community organisations (eg. financial counselling)...........cccccoceeeiiicirnnnrneeen 08
AQVEITISEIMENTS ...ttt h et e et et e s b e e et e e et e e sae e e sae e e beeeteesaneesnneeennenn 09
[DON'T READ] NONE......coutiieiieieieitieireistietie ettt sttt nsesee 10
Other [PLEASE SPECIFY] ..ottt ettt ssesoe 11
[DON'T READ] CAN't SAY ...ttt seaeseesaesne 99

Q13 D6C Code Route
[IFE NOMINATE INVESTMENT Q11/1-9 ASK]
[DO NOT READ OUT] [MULTIPLE RESPONSE]
And what were you looking for in this investment? [MA]
ACCESSIDINtY/MEXIDIITY ....viieeeieee et b et 01
Long term Capital GAINS ........couiiie e 02
Diversification/Portfolio diVersifiCation .............coeiiieiiiieii e 03
EthiCal INVESIMENT... ..ot ettt e e e ae e e re e e e aees 04
Higher long term returns than Cash ..o e 05
Income stream - NOW /iN the NEAT TEIM.....c.iiiiiiiiii e 06
Income stream - in the future /in retireMEeNnt ... ..o 07
LOW FISK/SAFELY/SECUNILY ......c.cveveeiiicice ettt bbbttt es e 08
REUUIN .ttt ettt et e et e s bt e bt e et e e st e e e et e e be e et e e et e e sareeeaneeabeeereeeanes 09
SAVING TOr The FULUIE ...t ettt e et nesneas 10
Short term fINANCIAL GAIN.......ooiiiiei ettt et naean 11
Tax free/Tax effective/Tax DENETILS .........ooi e 12
NOLNING IN PAFTICUIAT ...ttt ettt bt b et e s be s e e seseneesenenes 13
Other [PLEASE SPECIFY] ..ottt ettt ssesee 14
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt ettt bt ettt b ettt bttt b et an e h et neaaean 98
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SECTION C1. FINANCIAL RECORDS AND INFORMATION - COMPARISON SHOPPING

Q14

D1AA

ASK ALL

[DON’T READ] [MULTIPLE RESPONSE]

Thinking now about fees and charges, what specific steps do you take to minimise or avoid fees and
charges relating to your everyday banking? [MA]

ATM USE - Only use ATMs from the same bank as my account...........cccccocvveierncinnnncceesceee s
GENERAL BANKING - Keeping the number of transactions | make to my monthly limit...............cc.........
GENERAL BANKING - Use internet or telephone banking...........ccceoiiieiiiiiieiieieeseee s
CARD USE - Minimise the number of transaction | make per month..............ccccooovveeiieeiececeeeeeeeene
CARD USE - Make fewer but larger cash withdrawals rather than more but smaller cash withdrawals...
CARD USE - Withdraw cash when paying for other purchases (e.g. petrol, groceries) .........c.ccccevvrvrvrinne
BRANCH USE - | minimise the number of branch Visits .............ccoccviicccceeeceeeeee
CREDIT CARD - Pay off monthly credit card balance in full ...............cccooviiiiiniiieeeeeeeceeene
CREDIT CARD - Ensure the minimum monthly payments are made on creditcard.............cccccccvevviinnnnne
CREDIT CARD - Make sure card limit is NOt @XCeeded .........cceiiiiiiiiiiiiie s
ACCOUNTS - Pay a flat account keeping fee which caps monthly charges............ccccccoeveiiivinnnncceen.
ACCOUNTS - Keep at least a minimum amount in @CCOUNT.............ccocooiiieiieieeeeeeeeeeee e
CHEQUE ACCOUNT - Closed Cheque aCCOUNLS...........c.ccoveveviieietieeietceeeetceeveteee ettt s e ses e seenenes
CHEQUE ACCOUNT - Minimise the amount of money sitting in cheque accounts............cccccccccviiiiennne
OFNEI [SPECIFY .ottt nses
NONE/DONT tAKE @NY STEPS ...ttt ettt b ettt b e et e bt e bt nre b e ene s
CAN'ESAY ottt s s A bR A st s AR ARttt bbb bbb s st sesene s s es e e

LY U 1Yo SRR

Code

01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
99

98

Route
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SECTION COMPARISON SHOPPING

Introduction

The next few questions are about what you do when you need a financial product like an everyday banking account, an

investment or a loan. In particular, whether you shop around by comparing financial products from different organisations.

EVERYDAY BANKING ACCOUNTS

Q15 D2 Code Route
[IF HAVE ORDINARY, EVERYDAY ACCOUNT (Q7/1), ASK]
[READ OUT] [SINGLE RESPONSE]
When arranging a new ordinary or everyday account with a bank, building society or credit union,
do you shop around? [SA]
AUTOT ettt bbbttt 01
ATAIT DI et 02
AUTIEIE (oo 03
NOT AL ALt 04
[DON'T READ] Have never done this/needed to do this ..........c.ccocooveeiieiiciceceeeeeeeeeeeee e 05
[DON'T READ] CAN't SAY ....eureieiririieieieieieieie sttt ettt aneaeseesaesne 99
Q16 D3 Code Route
[IF NO SHOPPING AROUND D2/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What is the main reason you didn’t shop around? What else? Anything else? [MA]
Couldn't D DOhErEd ..........c.ovii ettt 01
DOoN'thave the tIMe..........ccoi e 02
"THEy'Te All tNE SAME" ...ttt ettt ettt be et senessesenesesend 03
Just go with what is recommended by friend or family member ... 04
Just go with what is recommended by financial @XPert.............cccoovvieeeieieiccee e 05
ONlY 0NE DANK N TOWN ...oviiiiii ettt ettt s bbb s st sesesesesesneend] 06
Have never arranged a new ordinary/everyday aCCOUNT.............cccovviviririeieinieieieieieieieieieeeeeeeeeee e 07
Spouse/partner does ShOPPING ArOUNG............cooviiiiiiririeieieieeeieie ettt ssse s sesssend 08
Part of a package or combined with another product................c.coooviviiiiieieeccee e 09
Had N0 ChOICE/NO SAY QN T ..ottt et nesneas 10
Too difficult to make comparisons/get iNformation ... 11
OtNET [SPECIFY .ottt ettt 12
CAN'E SAY ...ttt b e s s a bR s AR sttt s bbb s s s st seneseseneneaend 99
RETUSEA ...ttt et b ettt b ettt bttt n bttt ar bt ereanean 98
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SUPERANNUATION FUNDS

Q17 D4A - NEW QUESTION Code Route
[IF HAVE SUPERANNUATION (Q7/3), ASK]
Have YOU ever chosen your superannuation fund? [SA]
Y S et bbbttt h bbb bbbttt ettt ettt ettt 01
IO ettt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt et a et s s st et a At a Attt ettt s s sesenesesennnenenenennnend 99
Q18 D4 Code Route
[IF YES (Q17/1), ASK]
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
When arranging a new superannuation policy, do you shop around?[SA]
AAUTOT ettt Rt h bRt h ket s bttt a ettt 01
AAUTAIT DI ettt 02
AAUTEEIE ettt a et 03
INOL AL ALttt bbb bbbttt 04
[DON'T READ] Have never done this/needed to do this .........c.ccccooveiieiiiiceicceeeeeeeeeeee e 05
[DON'T READ] CAN't SAY ...ccuevieiiiieieieieieteeeietee ettt ettt ettt eseaeas 99
Q19 D5 Code Route
[IF NO SHOPPING AROUND D4/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What is the main reason you didn’t shop around? What else? Anything else? [MA]
CouldN't DE DOtNEIEA ...ttt 01
DON't hAVE the TIME ...ttt bbbttt 02
"THEy'Te All tNE SAME" ...ttt ettt et be et bene s esesesesand 03
Just go with what is recommended by friend or family member ... 04
Just go with what is recommended by financial @XPert.............cccooeveieeeeieeeccce e 05
Have no choice/No say in it/Only one scheme available ............ccccooiiiiiiiiiieeee 06
Spouse/partner does ShOPPING @rOUNG............cooviiiiiiriiieieieeiee ettt ss s sesend 07
Too difficult to make comparisons/get iNformation .............ccoceiiiiiiiiii e 08
ONET [SPECIFYT ettt bbbttt eseseee 09
CAN'E SAY ...ttt b e s s a bR s AR sttt s bbb s s s st seneseseneneaend 99
RETUSEA ...t et e e ettt e e e bt e e e e tee e e e eteee e e seeeeaaaseeeaasteeeaaseeeeasreaeaabreaeanrreaaan 98
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RETIREMENT INCOME STREAMS

Q20 D5A Code Route
[IF HAVE RETIREMENT INCOME STREAM PRODUCT (Q7/23), ASK]
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
When arranging a new retirement income stream product, do you shop around?[SA]
AAUTOT ettt Rt h bRt h ket s bttt a ettt 01
AAUTAIT DI ettt ettt 02
AAUTIEEIE ettt ettt be e 03
INOE AL A1ttt bbbttt 04
[DON'T READ] Have never done this/needed to do this ..........c.ccoooveiiieiiceeceeeeeeeeeeeeeeee e 05
[DON'T READ] CAN't SAY ...c.cuivieiiiieeeieetetee ettt ettt ettt essasaeseeensaeen 99
Q21 D5B Code Route
[IF NOT SHOPPED AROUND (Q20/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What's the main reason you didn’t shop around? What else? Anything else? [MA]
CouldN't DE DOtNEIEA ...ttt 01
DONTNAVE ThE HIME ...ttt bbbttt en b et e e beseneesenenes 02
"ThEy'Te All tNE SAME" ...ttt ettt ettt be et sesessesenesesend 03
Just go with what is recommended by friend or family member ... 04
Just go with what is recommended by financial @XPert..............ccooeveieeieieieec e 05
Have no choice/no say in it, only one scheme is available.............cccccoovvirieeieeeeccc e 06
Spouse/ partner does ShOPPING @roUNG ..ottt esend 07
Too difficult to make comparisons/get iNformation ..o 08
ONET [SPECIFYT ettt ettt b et b bttt eseseee 09
CAN'ESAY ettt b bbb bt R et R R sttt s s b s s st et esesesesenenesee] 99
RETUSEA ...t et e e ettt e e e bt e e e e tee e e e eteee e e seeeeaaaseeeaasteeeaaseeeeasreaeaabreaeanrreaaan 98
MORTGAGES/MORTGAGE BROKERS
Q22 D8 Code Route
[IF HAVE A MORTGAGE (Q7/9-10), ASK
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
When arranging a new mortgage, did you shop around? [SA]
AAUTOT ettt R Rt h ettt b ettt a et neea 01
AUTAIT DI ettt 02
AAUTIEEIE ettt a et teea 03
INOL AL ALttt bbb bbbttt 04
[DON'T READ] Have never done this/needed to do this ............ccocooveiieieiicieieceeeeeeeeeeeee e 05
[DON'T READ] CAN't SAY ...ceuevieieiieieieieiettieiete ettt sttt ettt ettt esseeae 99
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Q23 D8B Code Route
[IF HAVE A MORTGAGE (Q7/9-10), ASK
[READ OUT] [SINGLE RESPONSE]
Did you use a mortgage broker?
YBS et 01
O et 02
[DON'T READ] Have never needed t0 dO thiS .........c.coveiviieviiiceecceeeeeeeeeeeeetee e 03
[DON'T READ] CAN't SAY ...ueureiuiririiieircietiesieeseie ettt sttt sse ettt sse e aseasssessesse 99
[DON'T READ] RETUSEA ...ttt esaeene 98
Q24 D8C Code Route
[IF “YES - MORTGAGE BROKER” (D8B/1), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What were the things that you considered when deciding which mortgage broker to use? What
else? Anything else? [MA]
INAEPENAENCE ...ttt ettt ettt ettt et s e ete b et esseseesessesseseesessessesessesseseesesseseend 01
REPULADIE DIraNQd........c.ooeiiiieee ettt ettt et a et ere s e s ese b esessereeseseneend 02
Recommended by fiN@nCIal @XPEIT ...ttt ne 03
Recommended by friend or family MEMDET............c.cooiiiiiii e 04
GOt the DEST AEAI ...ttt sttt e e et rennean 05
They WEre ON MY SIAE ......oiiiee et et e sttt e e et e e s e e e s sneeeneesneesreens 06
They ‘KNeW the MATKEL .........ooi bbbttt b et eesn e nee s 07
=TT J T PO PSPPSR PR PRPTOPS PP 08
Convenience / | didn’t have to ruN @roUNd ... neee 09
Impressed with professionaliSM/KNOWIEAGE .............c.coeueiiriiiiiii e 10
Friendly, go0d PEOPIE SKIllS.........ei it 11
ALENTIVE, PEISONAI SEIVICE ....eoiiiii ettt e e e e e st e e e e e e s taeeeaaeeaaansraneaaeeaaansnnnneeas 12
Endorsements (by celebrity or consumer testimonial) ... 13
Whether they are paid by COMMISSION .........ooiiiiii e 14
No particular reason why | chose that broker/ didn't think too much about it ..., 15
OtNET [SPECIFY .ottt ettt see 16
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
LRSCLTT =T PSPPSR 98
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Q25 D9 Code Route
[IF NO SHOPPING AROUND (D8/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What's the main reason you didn’t shop around? What else? Anything else? [MA]
CoUldN't DE DOtNEIEA ...ttt 01
DON't hAVE the TIME ...ttt 02
"They'Te All tNE SAME" ...ttt ettt ettt be et ese e s esesesesand 03
Just go with what is recommended by friend or family member ... 04
Just go with what is recommended by financial @XPert..............ccooeeieeeieieiccceceee e 05
Spouse/ partner does ShOPPING @rOUNG ............cccoiiiriririiirinieeeieeeeeeeeeee ettt sesend 06
Too difficult to make comparisons/get iNformation .............ccocoiiiiiiiii e 07
ONET [SPECIFYT ettt bttt b ettt eaeseee 08
CAN'ESAY ittt s bbb b st R s R R R sttt bbb s s s et sesenesesesenneen 99
L= 10 Y= o S 98
Q25B H8 Code Route
[IF RESPONDENT HAS A MORTGAGE ON OWN HOME OR AN INVESTMENT PROPERTY
MORTGAGE (CODES 9 to 10) IN Q7 ASK]
[READ OUT] [SINGLE RESPONSE]
If you were advised of an upcoming increase in the interest rate on your mortgage, which of the
following statements would best apply to you?
| could make the higher mortgage repayments without too many problems.............ccccooiiiiiiiiiiienn. 01
| could make the higher mortgage repayments but would have to cut back on my expenditure
CISEBWHIIEIE ...ttt ettt ettt be e 02
I would really struggle to make my mortgage repayments as we are already stretched ........................ 03
| would not be able to make the higher repayments and there is a chance | would default on my
JOBIN <.ttt bbbttt 04
My mortgage is on a fixed interest rate so there would be no impact in the immediate term
[INTERVIEWER NOTE: Only use this code if the entire mortgage is fixed. Do not use for split
INOMIGAGES] .. vttt ettt ettt b et e st b et et be s e st b et eseebes e st esesesseses e st esese e esesereesesertesesesesenensesenensesand 05
[DO NOT READ OUT] CAN'T SAY ...cuuueiriiriieieieirieieieie sttt ettt esesees 99
[DO NOT READ OUT] RETUSEA ..ottt ettt te st e ste e steesesseesteensesneesseennesneas 98
Q25C H8B Code Route
[IF CODES 3 or 4 IN Q25B ASK]
[DON'T READ OUT] [MULTIPLE RESPONSE]
What options would you consider?
Change loan structure e.g. from variable to fixed or split [0an ... 01
Discuss increase with lender to see what options are available.............c..cccoooveiieiiicc 02
Shop around for a new loan from another IEBNAET ... 03
L= [ TN o] (o] o 1Y o o USSR 04
Rely on credit card more for Other EXPENSES .........c.coeeieieiiiiiiie e 05
Wouldn't dO @NYINING ..ottt ettt et be e st ssesenesenend 06
1 dON't KNOW WRNAE ' GO ..ttt 07
ONET (SPECIFY) oottt b ettt eseseee 08
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 99
L= 10 Y=Y o S 98
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OTHER LOANS
Q26 D10 Code Route
[IF HAVE A LOAN OTHER THAN A MORTGAGE (Q7/11-15), ASK]
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
When arranging a new loan other than a mortgage, do you shop around?[SA]
AAUTOT ettt Rt h bRt h ket s bttt a ettt 01
AT DI ettt 02
AAUTEEIE ettt a et 03
INOL AL ALttt bbb bbbttt 04
[DON'T READ] Have never done this/needed to do this ..........c.ccocooveeieieiicicicceeeeeeeeeeeeeee e 05
[DON'T READ] CAN't SAY ...cueueeieieiieieieieisttieietes ettt ettt ettt ettt easeeae 99
Q27 D11 Code Route
[IF NO SHOPPING AROUND (D10/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What's the main reason you didn’t shop around? What else? Anything else? [MA]
CoUldN't DE DOtNEIEA ...ttt 01
DONT NAVE ThE HIME ...ttt bbbt b ettt b e s e e beseneesenenes 02
"ThEy'Te All tNE SAME" ...ttt ettt ettt be et sesessesenesesend 03
Spouse partner does ShOPPING ArOUNG............cooviiiiriririeieieieieeeieete ettt se e sesesesesesnsend 04
Just go with what is recommended by friend or family member ... 05
Just go with what is recommended by financial @XPert.............cccooveieieeieeeceeeee e 06
Too difficult to make comparisons/get iNformation .............ccoceiiiiiiii e 07
ONET [SPECIFY Tttt b ettt b ettt seseee 08
CAN'ESAY ittt s bbb skt R s R s s et s et bbb s s s st senesesesennaen] 99
RETUSEA ...ttt ettt e e e et e e e ebte e e e ebeeeeeettee e e aseeeaaseeeasteeeaaseeeeaseeeeaasreaeaarreaaan 98
INSURANCE POLICY
Q28 D12 Code Route
[IF HAVE AN INSURANCE POLICY (Q7/17-22, 24-25), ASK]
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
When arranging a new insurance policy, do you shop around?[SA]
AAUTOT ettt h bR a ettt s i s e 01
AAUTAIT DI ettt aeea 02
AAUTIEEIE et h bbbttt ettt e 03
INOT AL ALttt bbbttt ettt 04
[DON'T READ] Have never done this/needed to do this ..........c.ccocooveeiieiiciceceeeeeeeeeeeee e 05
[DON'T READ] CAN't SAY ...ceuevieieiieieieieiettieiete ettt sttt ettt ettt esseeae 99
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Q29 D13 Code Route
[IF NO SHOPPING AROUND (D12/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What's the main reason you didn’t shop around? What else? Anything else? [MA]
Couldn't D DOhErEA ..........ccovii ettt 01
DONTREAVE tIME......oiiiiii e 02
"They'Te All tNE SAME" ...ttt ettt ettt be et ese e s esesesesand 03
Just go with what is recommended by friend or family member ... 04
Just go with what is recommended by financial @XPert..............ccooeeieeeieieiccceceee e 05
Spouse/ partner does ShOPPING @rOUNG ............cccoiiiriririiirinieeeieeeeeeeeeee ettt sesend 06
Too difficult to make comparisons/get iNformation .............ccocoiiiiiiiii e 07
Just renewed my eXiSting POIICY ......ccuiiiiiiie e 08
OtNET [SPECIFY .ottt ettt seesee 09
CAN'ESAY ittt s bbbk a et R et AR R st s s bbb s b st seseneseseseneaend 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98
FINANCIAL PLANNER
Q30 D14 Code Route
[IF USED A FINANCIAL PLANNER OR ADVISOR (Q10/8), ASK
[READ OUT] [SIBGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
When choosing a financial planner or advisor, do you shop around?[SA]
AUTOT ettt bbbttt 01
ATAIT DI e e 02
AUTIEIE (oo 03
NOT AL AL 04
[DON'T READ] Have never done this/needed to do this ..........c.ccccooveiiieiiciciecceeeeceeeeeee e 05
[DON'T READ] CAN't SAY ..ottt sttt aneaneeesaesne 99
Q31 D15 Code Route
[IF NO SHOPPING AROUND (D14/4), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What's the main reason you didn’t shop around? What else? Anything else? [MA]
Couldn't D DOhErEA ...ttt 01
DOoN'thave the tIMe..........ccoi s 02
"They'Te All tNE SAME" ...ttt ettt ettt be et se e s esesesesnd 03
Just go with what is recommended by friend or family member ... 04
Just go with what is recommended by financial @XPert..............cccovvvieieeieeeeccccee e 05
Spouse/ partner does ShOPPING @roUNG ............cccoviriiriririeieieieieeeeee et seeend 06
Too difficult to make comparisons/get iNformation .............ccocoiiiiiiiii e 07
OtNET [SPECIFY .ottt ettt see 08
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 99
RETUSEA ...ttt et h ettt b ettt bt r bttt ar e h e et renaean 98
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Q32 D15B Code Route
[IF HAVE A FINANCIAL PLANNER OR ADVISOR (Q10/8)), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What were the things that made you feel positive about the financial planner you chose? What
else? Anything else? [MA]
INAEPENAENCE ...ttt ettt ettt ettt et et s ssete e b et eseeseesessesseseesessessesessesseseesesseseend 01
REPULADIE DIaNQd........c.oovieii ettt ettt ettt et s et s et s e s eseebe s e e ereeseseneend 02
Recommended by fiN@nCial @XPEIT ...t 03
Recommended by friend or family MEMDET............c.cooiiiiiii e 04
T PSPPSR SUPRPUTPP 05
CONVENIEINCE ...ttt sttt sttt bbbt b ettt b et enesene 06
Impressed with professionaliSM/KNOWIEAGE .............c.coeuiiiiriiiiiiii e 07
Friendly, go0d PEOPIE SKIllS..........oi i 08
AHENTIVE PEISONAI SEIVICE ...ttt ettt et e e e bt e e be e e e abe e e e anneeeean 09
Endorsements (by celebrity or consumer testimonial) ... 10
AHENTIVE PEISONAI SEIVICE ...ttt ettt ettt e et e e e s be e e e sbe e e e anbeeeean 11
Reliable/effiCIENT SEIVICE.... ..o ettt ettt s et ettt e te e eeeesnneesneeeneeeneen 12
Friendly, go0d PEOPIE SKIllS.........ei it 13
No particular reason why | chose that planner/ didn't think too much aboutiit .............cccoovvirrnninnnen. 14
ONET [SPECIFYT ettt b ettt b ettt eseseee 15
CAN'ESAY ittt s bbbk h bR s AR Rt s et bbb s s s et sesenesesesenneen 99
L= {0 Y=o SRR 98
Q33 D15C Code Route
[IF HAVE A FINANCIAL PLANNER OR ADVISOR (Q10/8)), ASK]
[SINGLE RESPONSE]
When your financial planner makes investment recommendations, do you consider whether they
have any conflicts of interest?
Y S ettt b bbbttt ettt ettt bene 01
IO ettt bbbt b bbb bbbttt ettt 02
CAN'ESAY ettt s b bbb h bR s AR R st s et bbb s s se st sesenesenennsen 99
L= 10 Y= o S 98
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Q33B D15D Code Route
[IF HAVE A FINANCIAL PLANNER OR ADVISOR (Q10/8) AND CODE 1 AT Q33), ASK]
[DO NOT READ OUT] [MULTIPLE RESPONSE]
What specific things do you look at to see if there is a conflict? Anything else? [MA]
Planner gets a commission from the provider of the products Sold ...............ccocoeeiirciicinien 01
Planner’s fee is based on the amount you have invested............ccccoiiiiiiiiiiiiieee e 02
Planner charges a flat fee not related to products sold or amountinvested...........ccccoovviernncccnnenes 03
Planner recommends products from different providers............ccccoovvveeieeeieeceieeeeeeeeeeeeeee e 04
Planner only recommends products from ONE ProVIdEr ............c.cccvvivivieirieieieieieieieieieieeeeeeeeeee e 05
Planner/Planning company is iNdePENAENT ............c.cooueieiiiriiiiiiieeee e sne 06
Nothing in particular / don't think t00 MUCh @bOUL it..........cccciiiiiiie e 07
ONET [SPECIFYT ettt bttt b ettt eaeseee 08
CAN'ESAY ittt s bbb b st R s R R R sttt bbb s s s et sesenesesesenneen 99
RETUSEA ...ttt ettt e e e ettt e e ebte e e e eteee e e eteee e e easeeeeasseeeaseeeeaaseeaeasreeeaaseeaearrnaaan 98
Q33C D15E Code Route
[IF HAVE A FINANCIAL PLANNER OR ADVISOR (Q10/8) AND CODE 2 AT Q33), ASK]
[RECORD VERBATIM] [MULTIPLE RESPONSE]
Why do you say that? Anything else? [MA]
REASON GIVE [SPECIFY] ..ottt ettt s s s s s s e 01
CAN'ESAY ittt s bbbk h bR s AR Rt s et bbb s s s et sesenesesesenneen 99
RETUSEA ...ttt ettt e e et e e e ebte e e e ette e e e eaeee e e aaseeeeateeeaasteeeaaseeeeaseeeeaarreaeanrreaaan 98
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SECTION C2: USE OF RATINGS AGENCIES

Q34A D16B Code Route
[READ OUT] [MULTIPLE RESPONSE]
Have you ever used the following types of organisation to compare financial products or services?
[MA]
A financial products rating agency like Cannex, Morningstar or SuperRatings ........c.ccccecvveeeenncnennnnd 01
An organisation like the Australian Consumers’ Association or its magazine Choice..........cc..cccceeueee 02
[DO NOT READ] NO/NONE Of tNESE........ocvieevetieecteeeeeeeete ettt eseeanenenend] 03
[DO NOT READ] CABNTSAY ....oviieiiieieieieieteieiceeeieieee ettt sttt ass s st sesesese s s sesesesssssssesesesnsnnd 99
[DO NOT READ] REFUSEA ... ee s eee e ee e ee s eee e e sne e 98
Q34B D16C Code Route
[DO NOT READ] [MULTIPLE RESPONSE]
What types of financial products or services did you compare? [MA]
SUPEraNNUALION FUNAS ..ottt ettt es et setess et eseaseseseasesesensesenend] 01
Managed funds/Managed iNVESIMENTS .........ccuiiiiiiiie e 02
Retirement income products/Allocated pensions/Market linked pensions............cccccoeiiieiiiesireneeene. 03
Everyday banking @CCOUNTS ..........oooii et 04
ON-lINE SAVINGS ACCOUNES ...ttt ettt b e bt a e b et a e bt et e she e bt e e e sneesbeenesnnan 05
Mortgage products/Home 10ans/INVestMent I08NS ..ot 06
PErSONAITOANS ...ttt h et e b et e st e st e e b et et e e et e e sr e e e ae e e aneereeenes 07
(07 (Yo 1 o= o T T TSSO PP PR P PP PRRPRO 08
FINANCIAI @AVISOIS ...ttt ettt s e et e e st e e sr e e s aneesreeereeeaees 09
INSUFBNCE ...ttt e et e s et e s bt e b e e et e st e e e ae e e be e et e e st e e sareeesneesnneereeeanes 10
(00T (5] o1=Te] 1 V) P T PP TP U PSP U RSP PO PPPRRPRO 11
CAN'ESAY ittt b sk a bR R AR R st s st b bbb s st s senesesenenneen] 99
LRSCLTT =T PSPPSR 98
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SECTION C3: CHECKING ACCOUNT TRANSACTIONS/STATEMENTS

Next | have some questions about the account statements financial institutions provide to people who use their products and

services.

CREDIT/STORE CARD STATEMENTS

Q38 D18 Code Route
[IF USES CREDIT CARD OR STORE CARD (Q5/4-5), ASK]
[SINGLE RESPONSE]
Do you check your credit card or store card transactions? (IF NECESSARY: You could check your
transactions online or when you receive your statement)
Y S et bbb bbbttt ettt ettt b 01
IO ettt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt s bbb skt R s R s s et s et bbb s s s st senesesesennaen] 99
RETUSEA ...ttt ettt e e e et e e e ebte e e e ebeeeeeettee e e aseeeaaseeeasteeeaaseeeeaseeeeaasreaeaarreaaan 98
Q39 D18B Code Route
[IF READ CREDIT CARD OR STORE CARD STATEMENTS (Q39/1), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
And what do you generally look for when you check your credit card or store card transactions?
What else? Anything else? [MA] [IF “CHECK THAT EVERYTHING IS RIGHT” PROBE: “What in
particular do you look for?”]
ACCOUNT DAIANCE........coiiiiii ettt bbbttt ettt 01
ACCOUNT FEES ..ottt a ettt s et e s seseen 02
INEEIEST CRAIGEA ...ttt bbbt b st b s e s e b e s e e beseneesenenes 03
Transactions are correct / NOt fraudUIENt ............oooiiiiiiii e e 04
Reward scheme points/iNfOrMatioN ...............ooooiuiiiiiieeeeee ettt ae 05
AMOUNE SPENL......oiiie ettt ettt et ettt et b et teete et et eseete s e st eseese s essessesessesseseesenseseens 06
AMOUNT FEPAIA ...ttt ettt ettt b ettt b st eseete s esseseese s essessesesesseseesenseneens 07
AVAIIBDIE CIEit ...ttt bbbttt 08
FOreign @XChange fEES ..ottt s s e 09
Date Of trANSACHONS .......cooviieeeic ettt bbb bbbt e et s s s e 10
Date Of STAtEMENT ...ttt ne 11
MiNIMUM PAYMENT AUE ...ttt ettt ettt s et b e s et be e s e bese e sesaneesenenes 12
€SN @UAVANCES ...ttt ettt ettt 13
Date PAYMENTIS QUE ......oeiiiieeee ettt ettt b et et b s b et e s e b e s e e seseneesenenes 14
To check that everything iS FIGNT...........c.ooie ettt 15
NOLNING IN PAFTICUIAT ...ttt ettt bt b et e s be s e e seseneesenenes 16
ONET [SPECIFY Tttt ettt bbbttt bbbt eseseee 17
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt e e et e e e bt e e e e etee e e e eatee e e esseeeeaaseeeaseeeeaaseeeeaseeeeaasreaeaarreaaan 98
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Q40 D24B Code Route
[IF DON'T READ CREDIT CARD OR STORE CARD STATEMENTS (D18/2 OR 99), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
Why don’t you check your CREDIT CARD OR STORE CARD transactions? What else? Anything
else? [MA]
Couldn't DE DOhEIEA.........o.oiiiii et s bbbt esese s snsend] 01
DONTNAVE ThE tIME ...ttt bbbttt ettt b s e e beseneesenenes 02
Other priorities MOre iIMPOMANT ............ocooiiieieceeeeeee ettt ettt as et et as s teesenenend 03
JUST @SSUME thEY'TE COMTECIH/OK ......c.oviiiiiiiie ettt bbb s sesesenn 04
ToO diffiCUlt 10 UNAEISTANG.........c.ooiiiiiii ettt bbb s sesesens 05
SOMEONE €ISE rEAAS ThEM ..ottt s e snsen] 06
Find it too depressing/ worried about how much | might have spent.............ccocoeeiiiiiie 07
ONET [SPECIFYT ettt bttt b ettt eaeseee 08
CAN'ESAY ittt s bbb b st R s R R R sttt bbb s s s et sesenesesesenneen 99
RETUSEA ...ttt ettt e e e ettt e e ebte e e e eteee e e eteee e e easeeeeasseeeaseeeeaaseeaeasreeeaaseeaearrnaaan 98
SUPERANNUATION STATEMENTS
Q41 D20 Code Route
[IF HAVE SUPERANNUATION (Q7/3), ASK]
[SINGLE RESPONSE]
Do you receive superannuation fund statements? [SA]
Y S ettt bbb bbbttt ettt 01
IO bttt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt s bbb skt R s R s s et s et bbb s s s st senesesesennaen] 99
RETUSEA ...ttt ettt e e e et e e e ebte e e e ebeeeeeettee e e aseeeaaseeeasteeeaaseeeeaseeeeaasreaeaarreaaan 98
Q42 D20A Code Route
[IF RECEIVE SUPERANNUATION STATEMENTS (Q43/1), ASK]
[SINGLE RESPONSE]
Do you read these at all? [SA]
Y S ettt bbbt h bbb bbbttt ettt ettt b 01
IO bttt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt s bbb skt R s R s s et s et bbb s s s st senesesesennaen] 99
RETUSEA ...ttt e e et e e e bt e e e e etee e e e eatee e e esseeeeaaseeeaseeeeaaseeeeaseeeeaasreaeaarreaaan 98
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Q43 D20B Code Route
[IF READ SUPERANNUATION STATEMENTS (D20A/1), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
And what do you generally look for when you receive your superannuation fund statements? What|
else? Anything else? [MA]
[IF RESPONDENTS SAYS “FEES” PROBE FOR TYPE OF FEES]
EXIETEES ..o 01
MENAGEMENT FEES ...ttt ettt bbb bbb s s s st s s s e e e s et s s s s ne 02
Life INSUFANCE PrEMIUUIMIS ......ovovvieeietceeeeetiee ettt ettt ettt ettt es et ese s et ese s et esees et eseesesesessesessesesesssesesnans 03
Break down Of INVESIMENTS ..........coiiiii e 04
Value Of INVESIMENT ...ttt 05
EMPIOYEr CONIDULIONS .......ouiiiieiee ettt ettt ettt b s e b s e e sesenes 06
Personal CONTIDULIONS ..o 07
Investment return/PerfOrManCe..............cociiiiiiccre et 08
Death or Disablement DENEit ............cooicc s 09
BENETICIAMES ... 10
SEEUP FEES ...ttt ettt ettt ettt ettt ettt et as et ettt et et eas et et eae et etens et tensererend 11
To check that everything iS FIGNt...........c.ooi ettt 12
NOLNING IN PAFTICUIAT ...ttt ettt bbb et e s e bt e s e sesaneesenenes 13
OtNET [SPECIFY .ottt ettt nsesee 14
CAN'ESAY ittt bbb bbb h bR s AR R e st s s bbb s b st sesesesesenennaen 99
L= {0 Y=o SRS 98
Q44 D24D Code Route
[IF DON'T READ SUPERANNUATION STATEMENTS (D20A/2 or 99), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
Why don’t you read your SUPERANNUATION FUND STATEMENTS? What else? Anything else?
[MA]
Couldn't D DOhEIrEd ..........coviii ettt 01
DONTREAVE tIME......oiiiiii e 02
Other priorities MOre iIMPOMANT ..ottt s et as et et as s reesenenend] 03
Just assume they're COMTECI/OK ...ttt s s s s ssenn 04
Too difficult t0 UNAEISTANG..........c.oviiii e 05
Someone €lSe reads thEM...........c.ccciiiiiccce ettt ettt 06
Find them too depressing/worried about what | might find...........ccccoooiiiiiee 07
OtNET [SPECIFY .ottt ettt see 08
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
L= 10 Y= o S 98
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Q45

D27

[ASK ALL]

[READ OUT] [SINGLE RESPONSE]

CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

Do you find understanding an annual statement for a superannuation fund? [SA]

VEIY QIffICUIL ...ttt ettt s bbb b st s st s e s s e e s s s ssene

DIFFICUI. ... e

VEBIY BASY ..ttt ettt ettt ettt bbbt e b et e st b e s e st b e R e st bR e a ek R e n e s e s e st b e R en et e s e st et esen et eseneeseseneenas
[DON'T READ] CAN't SAY ...cucuieiieiicieieieisieieieie ettt ettt ettt sseseee

[DON'T READ] RETUSEA ...

Code

01
02
03
04
99

98

Route
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SECTION D: SUPERANNUATION

Q46 B1AA Code Route
[IF HAS SUPER (Q7/3) ASK]
[SINGLE RESPONSE]
Approximately how many Superannuation or Roll-over funds do you have? [SA]
OBt h bR h Rkttt h ettt neee 01
TWO ettt bbb bbbttt ettt ettt be e 02
TRFEE....c ettt ettt bbb 03
FOUM OF IMOTE ...ttt bbbttt ettt 04
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 99
RETUSEA ...ttt ettt e e et e e e bt e e e e ebeee e e eaeee e e asseeeeaaseeeaseeeeaaseeaeaseeeeaarreaeaarreaaan 98
Q47 B1A Code Route
[IF HAS SUPER (Q7/3) ASK]
INTERVIEWER TO REFER TO 'TERM DEFINITIONS' CARD AS NECESSARY.
[READ OUT] [MULTIPLE RESPONSE]
ROTATE CODE FRAME
And which of the following fund types do you or your employer currently contribute to? [MA]
Self-managed superannUation fUN ...............ccoiiiiiiiiee et 01
INAUSTIY FUNG oottt bbb bbb s s sttt s s e e e s et s s s s ne 02
Corporation Or EMPIOYET FUNG ..ottt 03
RELAIL...... bbbttt 04
PUDIIC SECIOT ...ttt a ettt eaeseseas 05
Retirement Savings ACCOUNT (RSA) ....c.oiiiiiiieieeeeee ettt ne 06
DO NOT READ OUT: Other (SPECIFY) ..ottt esne 07
DO NOT READ OUT: CAN't SAY ...uouiuieiiiiiiiiieieieieieie ettt s bbbttt as s ssass s s ssesesesesne 99
DO NOT READ OUT: REUSEA .......ccuieiiiiieciieit ettt ettt ettt ettt aa s e nteenaesneenseanneanean 98
Q48 G10C Code Route
[DON’T READ] [MULTIPLE RESPONSE]
As far as you are aware, what are the potential problems with having more than one
superannuation fund? [MA] (IF RESPONDENT SAYS “FEES” PROBE FOR FEE TYPE)
MUItiple €Ntry @nd SEE-UP FEES .....c.ouiviiiie e bbbttt ne 01
MUIIPIE EXIE FEES ..ottt ettt ettt ettt et ettt e et st et ese et et se et etese s sess s etennaes 02
Multiple administration or managemMeENt fEES..........c.coeeiiiriiiic e 03
LOSE TraCK OF TNEIM ..ottt 04
OB .ttt bbbttt bbb bbbttt 05
ONET [SPECIFY Tttt b ettt eseseee 06
CAN'ESAY ittt b sk a bR R AR R st s st b bbb s st s senesesenenneen] 99
RETUSEA ...ttt e e et e e e bt e e e e etee e e e eatee e e esseeeeaaseeeaseeeeaaseeeeaseeeeaasreaeaarreaaan 98
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Q49 G1 Code Route
[SINGLE RESPONSE]
Please tell me if you think the following statements about superannuation are true or false.
Employers are required by law to make superannuation payments on behalf of their employees

[SA]
TTU ..t 01
FAISE ... 02
CAN'ESAY ottt s bbb h st s R s R sttt s s bbb s s st s eseseseseneneeen 99
L= {0 Y=o SRS 98
Q50 G2 Code Route

[SINGLE RESPONSE]
Employees cannot make superannuation payments additional to any payments made by their

employer [SA]
TTU oo 01
FAISE ... 02
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
L= {0 Y=o SRS 98
Q51 G6 Code Route

[SINGLE RESPONSE]

CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

As far as you are aware, is superannuation taxed at a Lower, Higher or the Same rate than other
investments? [SA]

LOWET TALE ...t 01
HIGNEE TALE ...ttt ettt et b et e e b e s e st b et e st b e s en s beseneesesaneesenenes 02
SAIME FALE ...ttt 03
CAN'ESAY ettt s b bbb h bR s AR R st s et bbb s s se st sesenesenennsen 99
L= 10 Y= o S 98
Q52 G7 Code Route

[READ OUT] [SINGLE RESPONSE]

CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

Which ONE of the following statements best describes how you expect your superannuation to
provide for you in retirement? [SA]

More comfortably than I'm IVING NOW ...........ccoivieiiieieieieicceccc et 01
About as comfortably @s I'm lIVING NOW ...ttt ne 02
Less comfortably than I'm living now, but getting by OK ... 03
Less comfortably than I'm living Now, and NOt COPING ........cceiiiiriririririieiieee e 04
[DON'T READ] CBN'E SAY ..eoveririiieeiseiieeie et sssess ettt et st ssesene 99
[DON'T READ] REFUSEA ... e e ee e e eee e ee e sne e 98
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Q53 G8 Code Route
[SINGLE RESPONSE]
Have you identified a figure for how much per year you will need to live on when you retire? [SA]
YBS et 01
O et 02
CAN'ESAY ittt s bbbk a et R et AR R st s s bbb s b st seseneseseseneaend 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98
Q53B G8B1 Code Route
[ASK IF YES (Q53/1), AT Q53]
[SINGLE RESPONSE]
Approximately how much per year do you think you will need? [SA]
LSS than $15,000 .....ooieierieiieeieiecerei ettt ettt 01
$15,000 10 $24,999.......coimiiie s st 02
$25,000 t0 $49,999..... ettt e et A ae R et et et R e s Rt eseneeeenteteseteeseneenenn 03
$50,000 0 $74,999......oeeereceeeeseeee ettt es ettt Rt 04
$75,000 t0 $99,999..... oottt a ettt aea e Rt R et R e e Rt esenteee e teeeseeseneenenn 05
B100,000 OF MO ...ttt ettt et e et et e s tee s et esaeesetesstessaeeesaeseasessasessaeeessessasessasessassessesessessnsessarnan 06
CAN'ESAY ittt bbb bbb h bR s AR R e st s s bbb s b st sesesesesenennaen 99
LRSCLTT =T PSPPSR 98
Q54 G8B2 Code Route
[DON’T READ] [MULTIPLE RESPONSE]
Please tell me what factors someone would need to take into account if they were trying to
calculate whether their current arrangements were enough for future retirement? What else?
Anything else? [MA]
Length of time before retir€MENT ...t 01
CUITENT SAVINGS ...ttt ettt b bbb st s s s s e e et s et s s esesesesesesesesesesesesesnsnnd 02
Eligibility for the pension or government beNEfits...........ccociiiiiiiiiicc e 03
Expected earnings from iNVESIMENTS ...........ccoovvieiiiieieiecec et 04
Expected superannuation DENETILS ............c.ciiiviviieeiecceeee ettt e 05
Intention to still do some paid work while in retirement...............cccoooiiiiiiicceeee 06
Desired standard of [iving in FEIMEMENT .............coovoieiiieieececc e 07
What costs might need to be met during retirement..............cooooiieiieiieee e 08
EXPECIEA [If@ SPAN ...ttt ettt ettt ettt ettt ettt ettt ettt et ettt e teaeaes 09
Value of aSSets UPON FELIMEMENT............c.coviiiieeeeeeeee ettt ettt es s aeen s 10
CUITENT COST OF lIVING 1.evieiiiiiii ettt ettt bbb se st sssesesesesnsend] 11
Whether OWn NOME OF NOL..........coiiiii e 12
OtNET [SPECIFY .ottt ettt 13
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt et b ettt b ettt bttt n bttt an e a et renaean 98
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Q55 G8C Code Route
[DON'T READ] [MULTIPLE RESPONSE]
Where would you go to get information on working out how much you need for your retirement?
[MA]
AN ACCOUNTANT ...t 01
A Taxation SPECIALIST...........ceiiieieeeeeeeeee ettt ettt et s et ettt s s seaseseseenene 02
A FINANCIAl COUNSEIION ...ttt ettt 03
A Bank Manager or Bank EMPIOYEE ........coovvuiiieiieeeeeeeeee ettt s e enes 04
A Financial Planner Or AQVISOT ..ot 05
General search on the INTEIMEL ..ot 06
A SPECIfiC INEINEL SITE (£.9. ASIC) ..eeiee ettt ne 07
FamUlY OF fHENAS ..ottt bbb bbb s s st et s s e e s s s s s ne 08
(O ToTa () 2 =1 227 OO 09
L0713 1 (=7 | PP TP PO PSP PR PP PP PRRPRO 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98

Q56 G10D Code Route
[DON’T READ] [MULTIPLE RESPONSE]
What advantages does superannuation have compared to other types of investment? [MA]
Lower tax on contributions/favourable tax treatment of contributions ... 01
No tax on payments if yOU're 60 YEArS OF OVET ........ccciiiiiiiriiiiiiiiesii ettt ettt 02
No tax if superannuation fund is paying @ PENSION .........ociiiiiiiiieie e 03
Money is locked away so you can’t get at/sSpend it...........ccooiiiiiiiiiiiie e 04
Government co-contributes money 05
OtNET [SPECIFY .ttt ettt 06
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt et b et b ettt b ettt bttt an e ae et renne s 98

Q57 G11 Code Route
[DON’T READ] [MULTIPLE RESPONSE]
What things would you consider when choosing a superannuation fund? [MA]
FEES/CNAIGES/COSES ...ttt bbb bbb s s st s s e st s s s e 01
Long-term level Of PEIrfOrMANCE...........coooiiiiiciceeee e ne 02
Recent [eVel Of PEITOIMEANCE .........c.c.oveeeieeeteeee ettt ettt ettt eae s teaeaes 03
Availability Of EXPEIT @AVICE .......c.cvoveieiiei ettt ne 04
Recommendation by peopIE YOU TrUST ...t 05
The number of fund options they offer/they offer high risk and low risk product options............c........... 06
HOW FISKY The fUNA IS ..ottt ne 07
Comparison ratings by organisations like SUPErRatings.............ccovieriiiiiieniieseee e 08
OthEr [SPECIFYY} ottt 09
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 99
RETUSEA ...ttt ettt bt ettt b et e e bttt et b et an ettt ne s 98
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Q58 D16 Code Route
[READ OUT] [SINGLE RESPONSE]
Which one of the following gives the best indication of how your superannuation fund or managed
investment is performing? [SA]
THE PEI-UNIT COST ...ttt ettt 01
THE REIUMN ..ottt ettt ettt sttt bebene 02
TRE FEES ...ttt b 03
The amount of return left after the fees are taken OUL............ccceirieic e 04
[DON'T READ] CAN't SAY ...oucueeieieiiiieieieiseeieieie ettt ettt ettt ettt eseseee 99
[DON'T READ] REFUSEA ...ttt ettt ettt te et entesnaestaeatassaanteensasnnansaansesnean 98
Q59 G14 Code Route
[DON’T READ] [MULTIPLE RESPONSE]
As far as you are aware, what are the types of things that people commonly do that often result in
the final value of superannuation or managed investment being reduced? What else? Anything
else? [MA]
SWiItChing fUNAS FIEQUENTIY ..ottt 01
Poor fund choices for their life CIrCUMSTANCES.........c.coviiiieee e 02
Choosing a fund with high fees and Charges ... 03
Relying on short term performance FECOTM .............ccoeueeiiiiiririiiieeeeee et esne 04
Not considering 1ong term PErfOrMANCE ............ccovieieieieieieicicccceee et ne 05
Switching as soon as the performance ArOPS ..ot 06
Selecting a fund with a very high risk Profile ............ccovivvieeieeieeccc e 07
Not contributing SUfICIENT FUNAS .........ccoiiiiiic e 08
ONET [SPECIFYT ettt ettt b et b bttt eseseee 09
CAN'ESAY ittt s bbbk h bR s AR Rt s et bbb s s s et sesenesesesenneen 99
L= {0 Y=o SRR 98
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SECTION E: RETIREMENT INCOME STREAM PRODUCTS

Q60 B1C Code Route
[IF HAVE RETIREMENT INCOME STREAM PRODUCT (Q7/23), ASK]
INTERVIEWER TO REFER TO 'TERM DEFINITIONS' CARD AS NECESSARY.
[READ OUT] [MULTIPLE RESPONSE]
ROTATE CODE FRAME
You said earlier you have a retirement income product. Which of the following best matches the
features of the Retirement Income Stream product you have? If you are not absolutely sure,
please say. [SA]
A set income that you receive for the rest of YOUr life ..........cccciiiiiiiiice e 01
A set income that you receive for a specified term (€.9. 10 YEars) .......cccovvveeeieeeecceeeeeseeeeeee 02
A set income that you receive for a term that is based on your life expectancy ..........cccccevvvvvvvrivirinnnn. 03
A set income that you receive for a term that is based on your life expectancy that is linked to the
investment market, that is, can fluctuate with the investment market .............cccocoveeeeeeccicid 04
A regular income that you receive until the money runs out that can adjust from year to year and
that is linked to the investment market (i.e. can fluctuate with the investment market)............c............. 05
Some other type (PLEASE SPECIFY ) ...ttt nsen] 06
[DON'T READ] CAN't SAY ...eucueuieieiitieieieirieieieie sttt ettt ettt sttt eseseee 99
[DON'T READ] REFUSEA .......oeiitieie ettt ettt ettt e te e staetaesaanteensesneanseensennean 98
Q61 G13 Code Route
[IF HAVE RETIREMENT INCOME STREAM PRODUCT (Q7/23), ASK]
[DON’T READ] [MULTIPLE RESPONSE]
When choosing a retirement income stream product, what criteria do you think are important?
What else? Anything else? [MA]
Level Of INCOME It PIOVIAES .........ovoveeieeeeeeeeeeteeet ettt ettt sttt ettt ettt et et seseas s eteanans 01
How long income will last (e.g. for a set period, lifetime €1C).......ccccoviierriieceeee 02
FBES bbbttt 03
RAE OF FEIUIM ...ttt eas 04
Past performance of fuNd MANAGET ...........ccoiviiiiieieieieieeeeee ettt ne 05
Reputable brand of fuNd MaNAGET ...t ne 06
EXPEIT QAVICE ...ttt ettt ettt ettt et ete et et seebe s et ssese et e st eseese s enseneeseseneend 07
COoNtrol/SEIf-MANAGEA..........oiiiiiieeee ettt s bbb st sesesesesesesnsend] 08
TAX EIfECHVENESS ...ttt 09
RecomMmMENAEd DY OTNEIS .......c.oeiieee ettt ettt s e nes 10
FIEXIDIITY .ottt ettt 11
AACCESS ...ttt 12
No choice, | am in a defined benefit SChEME ..o 13
(@ (a1 (5] = = @1 1 2 SRS 14
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
L= 10 Y= o S 98
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SECTION F: PERSONAL DEBT

\We are now going to ask a few questions about debt. Feel free to answer only those questions that you are comfortable with.
Thinking about owing money, borrowing money, credit cards, leasing, hire purchase arrangements, mortgage payments or rent
and household bills....

Q62 HX1 Code Route
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
How comfortable are you with the total amount of money you now owe? Would you say you are...
[SA]
VEry UNCOMITOTADIE ........cuiiiiiicieee ettt seseen 01
Somewhat UNCOMIOIADIE ..ot 02
Neither comfortable NOr UNCOMTOIADIE .........c.o.oiiiiiiie e 03
Fairly COMIOMADIE ..........cooiiiie ettt es e 04
VEIY COMIOITADIE ..ottt b bbbt s st s s s s s ene 05
[DON'T READ] CAN't SAY ...cucueuiiiieieieieireeieteie sttt ettt ettt ettt esesees 98
[DON'T READ] REFUSEA ...ttt eeeeen 99
Q63 HX2 Code | Route
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
Which one of the following statements BEST describes how you generally feel about your
CURRENT financial situation? Would you say it feels?... [SA]
Out Of CONIOl ALL OF the tIME ... 01
Out of CONrol MOST Of the M ....c.eiiicee et 02
Fluctuates between being in and out Of CONIOL ...........cccoiiiiiiiii e 03
IN CONErOl MOST Of the tIME......ceee et 04
IN CONTrOI ALL Of the TIME ...ttt 05
[DON'T READ] CAN't SAY ...cucuieiieiicieieieisieieieie ettt ettt ettt sseseee 98
[DON'T READ] REFUSEA ...ttt sttt eeeeee 99
Q64 A2A Code Route
[READ OUT] [MULTIPLE RESPONSE]
ROTATE CODE FRAME
| am going to read out a list of places people go to borrow money to make a purchase or when
they need some cash. This can include borrowing for a mortgage or car through to borrowing to
help out with household bills.
Which of the following, if any, have YOU PERSONALLY used to borrow money in the last 12
months for any purpose? [MA]
Bank, building society Or Credit UNION ...t ns 01
FamUlY OF fHENAS ......ooiiieeece ettt bbb bbb s st s s s e s s s s s ne 02
PAY AAY IENAET ...ttt ettt ettt ettt s bt e e b e s e st e b eseneebesen s s es e e beseneesenenes 03
Pawnbroker Or Cash CONVEIMETS ........ccciiiiieircees ettt 04
FINANCE COMPANY. ..ottt ettt ettt s st b et e e b e s e st b eseneebesanseseseneesesensesenenes 05
Retailer finance (e.9. HArveY NOIMIEN) ........coovoiiiiiieieeceecc ettt 06
Debt Rescue or Debt Relief COMPEANY.........ccooivieiiiieieieiececcccce et 07
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Q64 A2A Code Route
[READ OUT] [MULTIPLE RESPONSE]
ROTATE CODE FRAME
| am going to read out a list of places people go to borrow money to make a purchase or when
they need some cash. This can include borrowing for a mortgage or car through to borrowing to
help out with household bills.
Which of the following, if any, have YOU PERSONALLY used to borrow money in the last 12
months for any purpose? [MA]
Cash advance on your salary from your €mMPIOYET ............ccccoeueueieiieiiiiiieeeee et 08
Store 10an Or INtErest fre@ Al ........c.couviiiiee e 09
ONET [SPECIFY Tttt b ettt b ettt eseseee 10
[DON'T READ] NONE. ..ottt ettt ettt b ettt eseseee 11
[DON'T READ] CAN't SAY ...eucuieieieiieieieieiseeitiete ettt ettt ettt sttt esesees 99
[DON'T READ] REFUSEA ...ttt eeeeee 98
Q65 HY1 Code Route
[Yes continues, if No, Can't recall or Refused skip to SECTION G]
[SINGLE RESPONSE]
At any time in the last 12 months have you NOT been able to make a repayment on any loans,
mortgages, credit cards or any other types of repayments that you have?
I'm NOT talking about utility bills, just loans, cards and other types of borrowings [SA]
Y S ettt b bbbttt ettt ettt bene 01
IO ettt bbbt b bbb bbbttt ettt 02
CAN'ESAY ottt s bbb s s bRt R R R st s et bbb s s st et senesesesennaen 99
RETUSEA ...ttt e e et e e e ehte e e e eteee e e ettee e e asseeesaaeeeeesteeeaseeaeasreeeaarreaeanreeaaan 98
Q66 HY2 Code Route
[DON’T READ] [MULTIPLE RESPONSE]
Could you please tell me what repayment it was that you were unable to meet? Were there any
others? [MA]
CrEAI CANG ...ttt b et s bbbt b ettt bttt 01
CRAIGE CAIQ.....oeei ettt b bt s e s s s st s s e s s e s s sesesesssesesesennannd 02
STOTE CAN ...ttt bbbttt sttt bbbttt nee 03
IMIOTEAGE ...ttt ettt ettt ettt s et e b et e st et e s e st b e s e st b e s e st b esen e s eseneebesensebeseneebeseneesenenes 04
PErSONAITOBN ...ttt ettt bbbttt 05
Personal OVEIATATt ..........coiiiicee ettt b e 06
HIME PUICNASE........oivieeeee ettt ettt ettt ettt seete et et esseseesessessesessesseseesesseneend 07
CAI IBASE ...ttt 08
ONET [SPECIFY Tttt b ettt eseseee 09
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt e e et e e e bt e e e e etee e e e eatee e e esseeeeaaseeeaseeeeaaseeeeaseeeeaasreaeaarreaaan 98
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Q67 HY3 Code Route
[DON’T READ] [MULTIPLE RESPONSE]
Would you mind telling me what were the main reasons you could not make this (these)
payments? Any others? [MA]
Borrowed to0 much money OFGINAIY ..ot 01
Over spent on my credit card/charge/Store Card ............cocooeeieieieieeieiicieee e 02
INTErESE rAtES WENT UD ...ocviiieceeee ettt ettt et et es e s seebe s esseseeseseneend] 03
| did not budget correctly/l did NOt plan ProPErlY ..ot 04
I had a loss Of INCOME/IOST MY JOD ......o.oiiiiiiie et 05
Partner [0St iNCOME/IOST JOD .......c.ouoviiiiiiiiie ettt ne 06
I had an unexpected emergency eXPEeNAITUIE ..........cccooeiirieiieieieeee ettt ns 07
An expense | had was a lot more than eXpected ... 08
| had unexpected medical expenses/illness in the family.............ccccoovvrreeeccecc e 09
Relationship DreaKAOWN .............ocooiiiiieeeeeee ettt ettt es e ese s seeseeseseneend 10
ONET [SPECIFY Tttt bttt ettt b ettt eseseee 11
[DON'T READ] CAN't SAY ...eucueuieieiitieieieirieieieie sttt ettt ettt sttt eseseee 99
[DON'T READ] REFUSEA ..ottt sttt 98
Q68 HY4 Code Route
[ASK FOR EACH REPAYMENT TYPE MENTIONED IN Q66]
[SINGLE RESPONSE]
You mentioned that at some stage in the last 12 months you were NOT able to make a repayment
on <INSERT FROM Q66>. Have you since been able to make the minimum repayment required?
[SA]
Y S ettt b bbbttt ettt ettt bene 01
IO ettt bbbt b bbb bbbttt ettt 02
CANTESAY ittt s bbb sea et R s R s s ettt s et bbb s s st s senesesenennaen] 99
RETUSEA ...t et et e e et e e e ebte e e e eteee e e eteeeeeaaseeeeaaseeeaasteeeaseeeeaseeaeaasreaeaarreaaan 98
Q69 Code Route
[ASK FOR EACH REPAYMENT TYPE MENTIONED IN Q66 AND 'YES' AT Q68]
[SINGLE RESPONSE]
Approximately, how long after the payment was due were you able to again make the minimum
repayment in relation to the <INSERT FROM Q66>7?
[SA]
T IMIONEN ettt be e 01
2 IMONTNS <. bRttt 02
BIMONTNS <.t h ettt 03
-5 IMONTNS ...ttt 04
8- IMONTNS ...ttt 05
TO-T2 MONENS ..ottt b ettt b et be e senena 06
LOF- 13 1 BT | PSPPSR PP U PR PP PPPRRPRO 99
RETUSEA ...ttt ettt e e et e e e bt e e e e ebeee e e eaeee e e asseeeeaaseeeaseeeeaaseeaeaseeeeaarreaeaarreaaan 98

The Social Research Centre




ANZ Survey of Adult Financial Literacy in Australia (2008) 154

SECTION G. RISK AND RETURN (INCLUDING INSURANCE)

Q70 F1A Code Route
[IF RESPONDENT HAS INSURANCE (Q7/17-21,24-25) ASK]
[DON’T READ] [MULTIPLE RESPONSE]
Now thinking about insurance, what factors do you take into consideration when FIRST taking out
or setting up an insurance policy other than life insurance? [MA]
TRE PIEIMIUM ...ttt ettt ettt ettt ettt eaeebe et easese e s e s esseseese s esseseesessesseseesesseseebeesessessesesensenis 01
TRE EXCESS ... 02
The 1eVEl Of COVEI = GENEIAL ...ttt bbb s s s esenas 03
The level of cover to make sure you are Not UNderinSUIrEd..............cccoeveveieirieieiiiiieeeeee e 04
Brand or reputation Of the SUPPHIET .........ooov ittt ettt ae et aeas 05
BeNEfits INCIUAEA. ...ttt 06
| don't know enough about it so rely on the insurance agentto help me ..., 07
OtNET [SPECIFY .ottt ettt see 08
[\ (o] o= T ST T PO P SO PRPTOPR PR 09
CAN'ESAY ittt bbb bbb h bR s AR R e st s s bbb s b st sesesesesenennaen 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98
Q71 F1 Code Route
[IF RESPONDENT HAS INSURANCE (Q7/17-21, 24-25) ASK]
[DON’T READ] [MULTIPLE RESPONSE]
And what factors do you take into consideration when RENEWING an insurance policy other than
life insurance? [MA]
B =T o =10 0118 o ¢ PP PSPPSR UPPRTN 01
THE BXCESS.....eeiee ettt et ettt h ettt e e e et e e h et be e et e e sne e e ine et e e ereenreens 02
The [evel Of COVET = GENETAL.........oiiiiiiiieeee ettt ettt sb e nee s 03
The level of cover to make sure you are Not UNderiNSUred..........ccooeeiieiieiieniieie e 04
Brand or reputation of the SUPPIET ........ooi et 05
Benefits INCIUAEA ......ooiiiiiee ettt et b et an b e nteenesnean 06
The date payment of the policy renewal is Needed ...t 07
GOOA CUSTOIMET SEIVICE ...ttt ettt ettt ettt b et e bt e bt e e e e bt et e e ee e et e e bt s he et e eanesneenteennennnan 08
OUNEE [SPECIFY] et e e e e ee e eeee e ee e ee e ese e ee e seeee e 09
[\ (o] = O T PO SO P PR PUP PR PRTPRR 10
LOF- 13 1 BT | PSPPSR PP U PR PP PPPRRPRO 99
RETUSEA ...ttt et b ettt b ettt bttt n bttt ar bt ereanean 98
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Q72 F2A Code Route
[IF RESPONDENT HAS HOUSE, CONTENTS OR CAR INSURANCE (Q7/17-20) ASK]
[SINGLE RESPONSE]
As far as you are aware, can your insurance company refuse your claim because when you took
out or renewed the policy you did not accurately answer some specific questions asked by the
insurer that were relevant to the loss? [SA]
Y S ettt bbbt b bbbttt ettt bene 01
IO ettt bbbt b bbb bbbttt ettt 02
Position varies from INSUIET t0 INSUIET .........ccoiiiiiiercee ettt 03
CAN'ESAY ettt s bbb s s h bR s AR R st s et bbb s s st sesesesesenennsen 99
L= 10 Y= o S 98
Q73 F3 Code Route
[READ OUT] [SINGLE RESPONSE]
Next a couple of questions about investing. I'm going to read you a statement. Please tell me
whether you think the statement is true or false.
An investment with a high return is likely to have higher than average risks. [SA]
THUB .ttt bbbttt bbbttt ettt b b 01
FAISE ...ttt bbbttt ettt 02
CAN'ESAY ittt s bbb bbb R s R R Rttt s s bbb s s st seseseseseneneaen 99
L= 10 Y= o S 98
Q74 F4 Code Route
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
Which ONE of the following is the most accurate statement about fluctuations in market values?
[SA]
Investments that fluctuate in value are not good inthe long term............ccooeeeeeeicccice 01
Good investments are always iNCreasing in ValUE ...............ccooveveeiieiiiiiieeeeee e 02
Short-term fluctuations in market value can be expected, even with good investments......................... 03
[DON'T READ] CAN't SAY ...eucuieieieiieieieieiseeitiete ettt ettt ettt sttt esesees 99
[DON'T READ] REFUSE ..ottt ettt 98
Q75 F5 Code Route
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
Which ONE of the following would you recommend for an investment advertised as having a return
well above market rates and no risk? [SA]
Consider it "too good to be true" and NOLINVESE ...........ccoovivieieieieieccccc e 01
Invest lightly to see how it goes before investing more heavily .............cccooveeeieeeiiicien 02
Invest heavily 10 MaximiSE YOUF FEIUIN...........coeiiieeieeeee ettt nes 03
[DON'T READ] CAN't SAY ...eueueeieieiicieieieiseei ettt sttt ettt ettt esesees 99
[DON'T READ] REFUSEA ...ttt 98
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Q76 F8 Code Route
[ASK ALL]
[READ OUT] [SINGLE RESPONSE]
Thinking about investing over five years or more, how important do you consider diversification of
your funds across different types of investments? Would you say it is..[SA]
VEIY IMPOITANT ...ttt ettt ettt e b et et e b e se st besen e beseneebeseneeseseneesesenenas 01
QUILE IMPOTEANT .......eeeeieccee ettt ettt ettt ettt ettt a e s asasss s st et esesesesesetesetesetessssnsassnnennened] 02
Of SOME IMPOILANCE ...ttt ettt ettt ettt ae et et ess s esessesetessesesesseseseaseserensesesend 03
NOt At @ll IMPOITANT ...ttt ettt ettt es s se b esesseseeseseneend 04
[DON'T READ] CAn'E SAY ...coeiiiiiieieieieieeteteeeteieteiee sttt sttt s s s s s s sesesesssssssesesesnsnnd 99
[DON'T READ] REFUSEA ...ttt eeeeee 98
Q77 F6 Code Route
[IF HAS CREDIT CARD (Q5/4) ASK]
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
If you, as primary holder of a credit card, arrange for a second person to be provided with a card in
your name, which ONE of the following most accurately describes your responsibility for debt
incurred by that person on the card? [SA]
You are not responsible for any debt the other person incurs on the card - they are.............ccccceuneee. 01
You and the other person are each responsible for half the total debt on the card ...............ccccceueunee. 02
You are only responsible for debt incurred on the card by the other person if they are less than 18
YEAIS Ol0....eiiiiieiiieee ettt ettt et s ettt s et b s e st e s e Rt st et st n et e s e st ben et esen et eseneesesenensesend 03
You are entirely responsible for any debt the other person incurs on the card............ccccccevvieienncnee. 04
[DON'T READ] CAN't SAY ...eucueeiieieiicieieieirieieiete ettt ettt ettt eseseee 99
[DON'T READ] REFUSEA ...ttt eeeeen 98
Q78 F7 Code Route
ONLY ASK IF HAS MORTGAGE OR LOAN (Q7/9,10,11,13,14,15) - NOT EQUITY RELEASE
[READ OUT] [SINGLE RESPONSE]
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS
If two people jointly take out a loan, which ONE of the following most accurately describes the
responsibility for repayment of the loan? [SA]
Each person is responsible for repayment of half the loan .............cccoovveeeeeecec e 01
Both persons are responsible for repayment of the entire 1oan ............ccccooeeeieeeiiccce 02
Only one person must be responsible for repayment of the entire [oan ..............ccccooeeeeeiiiciciinnnd 03
The older of the two persons is responsible for repayment of the entire loan .............ccooeveeieeeicnnnes 04
[DON'T READ] CAN't SAY ...eucuieieieiieieieieiseeitiete ettt ettt ettt sttt esesees 99
[DON'T READ] REFUSEA ...ttt 98
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SECTION H. SPENDING MONEY AND BUDGETING

E2 Code Route
Q79 [READ OUT] [SINGLE RESPONSE]

CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

Which ONE of the following statements best applies to you? [SA]

I try to save on a regular basis if | POSSIDIY CAN .........cccoiiiiiii e 01

| save only when | want to save up for something big or special............ccccocoeeieieeiiiciien 02

There's no point in trying to save because there's never enough money............cccoevevveeincenieeenennnd 03

Saving is N0t SOMEthiNG 1 NEEA 10 O ...t 04

[DON'T READ] CAN't SAY ...eueuieieieiieieieieiseeieieie ettt ettt ettt eseseee 99

[DON'T READ] REFUSEA ...ttt ettt ettt ettt te et ete e staetaenaaateenseeneanseenseanean 98
Q80 E4 Code Route

[READ OUT] [SINGLE RESPONSE]

CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

Which ONE of the following best describes the extent to which you control your regular household

expenses/ personal expenses? [SA]

| don't keep an eye on eXPeNnSES At All..........ccooveuiiieiieieeee s 01

I keep My eye 0N EXPENSES @ Dit.......ooouiieieeee ettt ns 02

Without keeping written records, | keep a fairly close eye on eXpenses ..........cccoovvvvivivivieieieieeieierenenennns 03

| use written records to keep a CloSE €Y ON EXPENSES ........ccoveeeivieeieieieeeeeee e s 04

[DON'T READ] CAN't SAY ...eucueeiieieiicieieieirieieiete ettt ettt ettt eseseee 99

[DON'T READ] REFUSEA ...ttt sttt st se e s teeteeseesteesesseesteensesneasseenseanean 98
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8

SECTION I. MAKING PERSONAL LIFE CHOICES

Q81 — 100% of Respondents

Q81

(R1

(R3) I spend all of my income as | get it and don't really
(R4) | feel out of control with my borrowing and credit card

(R5) If I had a major loss of income | could manage for a

(R6) | have problems setting money aside for major

(R7) 1 don't think it really matters much about

)It is important to me to have a long-term financial plan 01 02 03
(R2) It is important to me to have a financial plan for the

11 -16 [ASK ALL] [ASK 17 IF UNDER 65 YEARS]
ROTATE STATEMENTS
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

INTRO

I would now like to read out a number of statements relating to financial issues. Please tell me whether you Strongly

Disagree, Disagree, Agree or Strongly Agree with each of these statements...
[SINGLE RESPONSE]

Strongly Disagree Agree Strongly
Disagree Agree

Can't say

ShOM-tEIM ... 01 02) 03
plan for the future ... 01 02 03
GENETANY ... 01 02 03

period Of IME ........ooveieeeecceeeeee e 01 02 03

financial outlays [IF NECESSARY, EXPLAIN: A major
financial outlay might be something like paying
vehicle insurance or taking a holiday] ...........cccccoevveennnn. 01 02 03

superannuation or planning and saving for retirement
because the government will make up the gap.............. 01 02 03

04

04

04

04

04

04

04

99

99

99

99

99

99

99

Q82

19
[READ OUT] [SINGLE RESPONSE]
ROTATE CODE FRAME

Thinking about debts and borrowing money, which ONE of the following is most likely to give
someone a bad credit rating? [SA]

Asking the bank for an increased OVErdraft ..o
Borrowing from an organisation other than @ bank ............c.ccccceiiiiiniiicce e
Taking out a second mortgage to buy YOUr OWN NOME ........c.covueuiiiieiiieiceee e
Being more than 60 days late with the minimum payment on a credit card............cccccovvniiennncccnnenes
[DON'T READ] CBN'E SAY ..eoieuiriiieeireiieeie ettt sssea sttt st ss s

[DON'T READ] RETUSEA ...veooveeeeeeeeeeeeeeeeeeseeeeseeeesseeeeseeeseseeesseeessseseeseseseseesesseeseseseessaseseeessssseseeesssesesees

Code

01
02
03
04
99

98

Route

Q83

19A

[DON'T READ] [MULTIPLE RESPONSE]

As far as you are aware, what sort of information is collected to determine your credit rating?
What else? Anything else? [MA]

REPAYMENT AETAUILS ...ttt s s s e
Late payments - 2 months (60 dAyYS) OF MOTE .........ccccoeueiiuririiiiiieeeeee et esne
Late payments - less than 2 months (60 dAYS).........cccoeeeriiiiiiiee e e
Late payments - @any tiMe PEIIOQ..........ccoiieiiirieieireee ettt et be s

L0AN OF CrEAit FETUSAIS ........ceoeeveieeeeeceete ettt ettt ettt ettt et ete s sese s eseneaes

Code

01
02
03
04

05

Route
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Q83 19A Code Route
[DON’T READ] [MULTIPLE RESPONSE]
As far as you are aware, what sort of information is collected to determine your credit rating?
What else? Anything else? [MA]
Any loan or credit appliCatioNs MAAE.........ooueiiii e 06
OFNET [SPECIFY .ottt ettt ettt seesee 07
CAN'ESAY ittt s bbbk a et R et AR R st s s bbb s b st seseneseseseneaend 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98
Q84 111 Code Route
[DON’T READ] [MULTIPLE RESPONSE]
If a sudden loss of income caused difficulty in meeting your financial commitments, who would you
go to? Who else? Anyone else? [MA]
FAIMIIY <ottt ettt ettt b et e s et st b e s e st b e s e st b et e st b e s e st bR e n et e s e st et et et b ese e senenes 01
FIIENA. ...t 02
FIiNaNCIial PIANNEITAAVISON .........c.cvoeeeeeieeeetiee ettt ettt ettt ettt et st et ese st ete s sese s eseneaes 03
FINANCIAl COUNSEIION ...t 04
ACCOUNTANT. ...ttt 05
SONICIHOT ...t 06
Bank/financial INSHEULION ............covciiiicc et 07
Pawn broker/Cash CONVEIMETS............cociiiicccrec ettt 08
PAY AAY IENAET ...ttt ettt ettt s et b et e e b e s e st b esen st esen s b eseneebeseneesenenes 09
Government agency €.9. CENIIEIINK ..........ccooiiiiiiie et 10
Charity organisation e.g. Salvation Army. St Vincent de Paul..........ccccooviiinnciiincceeceeeee 11
OtNET [SPECIFY ]ttt see 12
CAN'ESAY ettt s bbb s s h bR s AR R st s et bbb s s st sesesesesenennsen 99
RETUSEA ...ttt ettt b etttk ettt b et ae bttt ear e ae et renaean 98
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SECTION J. CONSUMER RIGHTS AND RESPONSIBILITIES

Q85 J1
[READ OUT] [SINGLE RESPONSE]
ROTATE CODE FRAME

Code

who is liable for the lost money? [SA]

A person keeps their PIN number on a piece of paper in their wallet, along with their ATM or bank
card. If the wallet is stolen and the card and PIN number are used to take money from an account,
THE BANK ONIY ..ottt b bbb s s s sesesesesnsnana
Both the bank and the card-holder, in equal part...........c.ccooooiieieiiiceeeeeeeeeeee e
The Card-NOIAEI ONIY .......oovouiieeee ettt bbbt se st b s sesenenas
[DON'T READ] CAN't SAY ...ttt ssae et sse e essenaes

[DON'T READ] RETUSEA w..veoeeeeeeeeeeeeeseeeeeeeeseseeeesseeeeseeeessesessseeseseeesssessseseeseseseseesesseesssesesseasssees

............ 01

............ 02

............ 03

............ 99

........... 98

Route

J2-3/J6-7
ROTATE STATEMENTS
CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

Q86

[SINGLE RESPONSE]]

I will now read out a number of statements relating to consumer rights and responsibilities and would like you to tell me
whether you Strongly Disagree, Disagree, Agree or Strongly Agree with each of these statements...

Strongly
Disagree

Disagree Agree

Strongly
Agree

Can't say

(R1) You generally feel well informed when making
financial deCiSioNS...........cccevviierrcee e 01 02 03
(R2) Providers of financial products and services have a
legal duty to provide clear information to consumers ... 01 02 03
(R3) You are very clear about your rights if you have a
problem with a financial institution ............c.cccccocooviiininnn. 01 02 03
(R4) Consumers have a duty of honest disclosure when
taking out a financial service or product and may face
penalties for Not doiNg SO .........ccccoeveveveveveeeececceeeene 01 02 03

04

04

04

04

99

99

99

99

Q87 J16-J17

[SINGLE RESPONSE]

And now please tell me whether, as far as you know, each of the following statements is true or false...

True

False

Can't say

(R1) The Australian Securities and Investment Commission checks the
accuracy of all prospectuses lodged With it..............ccccoeeveeeeeiccccne 01

(R2) If providers of professional advice about financial products may receive
commissions as a result of their advice, they are required by law to tell this
1O thEIr CIENTS ... 01

02

02

99

99

J14A
[SINGLE RESPONSE]

Q88

insurance policy during which time you can cancel the policy and have your premium fully
refunded? [SA]

As far as you are aware, is there a cooling off period after taking out a new house and contents

Code

YBS et 01
O et 02
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt et b ettt b ettt bttt n bttt an e a et renaean 98

Route
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SECTION K. ACCESS TO ASSISTANCE (INCLUDES AWARENESS OF DISPUTE
RESOLUTION SERVICES)

K1 Code Route
089 [DON’T READ] [MULTIPLE RESPONSE]

If you experienced difficulty with a financial product like a credit card, loan, insurance policy,

superannuation or financial planner that you could not resolve directly with the provider of that

service, what would you do? Anything else? [MA]

ASK FAMIIY/TIENAS ..ottt bbb bbbt et s s s s s ssene 01

Contact a financial planner/advisor/accountant.............ccooii oo 02

CoNtACt @ SONICIOIIAWYET ...ttt s bbb st s sesesesesesnsnnd] 03

Contact Industry ombudsman/OmbUdSMaN ..............ccueveieieieieieieieieeiceeeceeeeet et 04

Contact industry/professional @SSOCIAtION ... 05

Contact a government body like Consumer AffairS/ASIC...........ccooiiiiiiiiee e 06

ONET (SPECIFY) ettt bttt ettt s e eseseee 07

NOTNING ..ottt et e bt e b e e et e st e e e et e e e be e et e e et e e sar e e e nn e e eneeereeeares 08

CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99

L= {0 Y=o SRR 98
Q93 K6 Code Route

[SINGLE RESPONSE]

CODE FRAME TO BE REVERSED FOR 50% OF RESPONDENTS

How confident are you that you would know how to make an effective complaint against a bank or

financial institution? Are you Very Confident, Fairly Confident, Not Very Confident or Not At All

Confident? [SA]

VEIY CONTIABNT ...ttt ettt bbb bbb bbbt s et s e s s s e e s s s ssne 01

Fairly CONTIAENT ...ttt bbb bbb st s s s e s s s s ne 02

NOE VEIY CONFIAENT ..ottt bbb bbb s s s st s s e s e s s s s s ne 03

NOE At @Il CONTIAGNT ...ttt 04

CAN'ESAY ittt s bbb skt R s R s s et s et bbb s s s st senesesesennaen] 99

L= 10 Y= o S 98
Q94 B10 Code Route

[SINGLE RESPONSE]

Do you feel you need further education or information in relation to finance? [SA]

Y S ettt bbb bbbttt ettt ettt bene 01

IO ettt bbbt b bbb bbbttt ettt 02

CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99

L= 10 Y= o S 98
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Q95 B11 Code Route
[IF FEEL NEED FURTHER EDUCATION (Q94/1) ASK]
[DON’T READ] [MULTIPLE RESPONSE]
What finance topics would you like more information on? [MA]
BUAGETING ...ttt ettt ettt ettt ettt s e st et e s e st b et e st b e s e st b e s e st et et en st e s et s ese e senenes 01
INVESTING ..ttt ettt ettt b et b et et e s e st b e s e st b et e st bR e st b e s e st b s e st et s et bese e benenes 02
SUPETANNUALION ..ottt ettt ettt ettt ettt e et ese et et ese s esese s et ess s esessesetensesesessesesessesesesseserend 03
TAXAHON .. 04
BUSINESS fINAMNCE ...ttt 05
How to make complaintS/reSOIVE ISPULES ...........cooveuiierieieeeeeeet ettt 06
MaNAGING AEDT ... .ottt e b e st e et et e bt et e e et e e s e e e ane e reeereeeres 07
OtNET [SPECIFY .ottt ettt see 08
CAN'ESAY ittt s bbb b st R s R R R sttt bbb s s s et sesenesesesenneen 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98
Q96 B12 Code Route
[ASK FOR EACH FINANCE TOPIC (NOT ‘CAN'T SAY’) MENTIONED IN Q95]
[DON’T READ] [MULTIPLE RESPONSE]
And how would you like information on <TOPIC FROM Q95> made available?. [MA]
Communications from financial INSHIULIONS...........c.cocoiiiiie e 01
Communications from GOVEIMMENT...........cccoiuiiiiiiii ettt se e snsend] 02
TAFE COUSE ... 03
Council of Adult EJUCAtION (CAE) COUISE .......cooiiiiiiiieieieeieieeeeteieeeeee st 04
Read DOOKS ON fINANCE........c.oocuiiiiiic ettt 05
GO DACK 10 SCROON ...ttt 06
INEEIMIET ...ttt 07
Radio dVEIISEMENTS ..ot 08
TV @AVEIISEMENTS ... 09
Newspaper / magazing advertiSEMENES ............cccovieieieieieieieiceeeee ettt esne 10
OtNET [SPECIFY .ttt ettt ssesee 11
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt et b ettt b ettt bttt n bttt ar bt ereanean 98
Q96B B5 Code Route
[ONLY ASK IF RESPONDENT IS 60 YEARS OF AGE OR OVER]
[SINGLE RESPONSE]
Do you know what a reverse equity loan is? [SA]
YBS et 01
N et 02
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...ttt et b ettt b et b et r bttt an e he e bt reanean 98
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Q96C

[IF YES (Q96B/1) ASK]

[DO NOT READ OUT] [MULTIPLE RESPONSE]

What things would you consider when deciding whether or not to take out a reverse equity loan?
[MA]

HOW 10NG | @XPECE L0 LIV ...ttt ettt et b s neebesenes
MY ONGOING EXPENSES ...ttt ettt ettt ettt et ettt e s et es e st et eseebeseseeseseseesesentesesensesesansesesarsesesansesesenes
Whether | might need money to move into a retirement village.............coccooiiiii e
Whether | should take a lump sum or an iNCOME SreaM ............ccocuovviieieiicieeceeeeeeeee s
The conditions Of the J0@N..........c.ccciic e
How my Children fEEI @DOUL it...........coiiiiiiicicee ettt ne
TRE INIEIEST TALE ... e
How much | would need/Size Of the 10N .........cceiiiiiiii s
ANYINING €IS [SPECIFYT ..ottt bbb bbbt st es s s s ne

[DON'T READ OUT] CAN'T SAY ..ot

[DON'T READ OQUT] REFUSEA ...

Code

01
02
03
04
05
06
07
08
09
99

98

Route
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SECTION L. INTERNET AND ONLINE BANKING

Q97 — 100% of Respondents

Q97 B5A Code Route
[DO NOT READ OUT] [MULTIPLE RESPONSE]
And now some questions about internet banking and online calculators. Where do you usually
access the internet from? [MA]
HOIMIE ettt bbbttt bbb bbbttt ettt 01
WVOTK .ottt ettt be e 02
UNIVErSity/ TAFE/SCROOL ..ottt ettt et e nesneas 03
[ o] =1 o T T TSP P PP PSTPPR 04
Neighbour/friend/relative’s NOME ..........iiiiiiii et 05
SOMEWNETE EISE ...ttt ettt ettt ettt e et e e et e saeeeaseeateeamseeemseaamneeaseeaseeaseaansennns 06
(Do)l U LY CI (o[-0 0] (= 4 1= SO RS 07
CaNT SAY ittt E e h Rt a e e R e e Rt R R e Rt Rt R e e bt e bR e e bt n e eneenbeerennean 99
L= 10 Y= o S 98
Q98 B5 Code Route
ASK IF NOT CODE 7 AT B5A
[SINGLE RESPONSE]
Have you ever visited an Internet site with calculators for comparing financial products? [SA]
Y S ettt bbb bbb bbbttt ettt ettt bbb 01
IO ettt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
L= 10 Y= o S 98
Q99 Code Route
[IF YES (Q98/1) ASK]
[READ OUT] [MULTIPLE RESPONSE]
ROTATE CODE FRAME
And have you ever used the calculators to do any of the following? [MA]
COMPAre INTEIEST FALES ...ttt eaeseee 01
Compare fEES @Nd CRAIGES ..........c.ooveieieieieicccccec ettt s bbb se st sesesesesesnsend] 02
Calculate hOw MUCH YOU CAN DOITOW .......c.couiuiiiiiiiiiiii ettt 03
Calculate repaymMeENtS ON [OGNS .........c.coueueiiiiiiiiiiii ettt bbbt esesesesesesnsend] 04
HEIP YOU IN DUAGELING ...ttt ettt ettt en bt e e sesaneesenenes 05
Help you compare superannuation OPLONS ..........ccoiirieiiirieieeeeee et ns 06
Help you compare other financial ProdUCES ............ccooeeiiiiiiiic e 07
How much you need in retir@MENT ..o e e 08
ANYINING €IS [SPECIFYT ..ottt bbb st es s s s e 09
[DON'T READ OUT] CAN'T SAY ..ottt ettt eneseee 99
[DON'T READ OUT] REFUSEA ...ttt 98
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Q100 ASK IF NOT CODE 7 AT B5A
[SINGLE RESPONSE]
Have you ever applied for or obtained a financial product over the internet? [SA]
Y BS ot 01
NO ettt 02
CAN'E SAY ettt b e a et s ARt s bbb s bt s st s s st e e st s s e 99
RETUSEA ...ttt bttt ettt h ettt ettt n ettt b et et reenre e 98
Q101 [IF YES (Q100/1) ASK] Code Route
[DO NOT READ OUT] [MULTIPLE RESPONSE]
And which products did you apply for or obtain online? [MA]
Everyday Dank @CCOUNT ..ottt ettt ettt b s e e seseneesesenes 01
IMIOTEAGE ...ttt ettt et b et e st e b et e st b et e st et e s e st b e s e s e b e s en e s esen e b e s en e beseneebeseneesenenes 02
PErSONAI IO@N ... 03
SUPETANNUALION ...ttt ettt ettt ettt ettt es et se et et ese s et ese et et ess s esessesetesseseseaseseseasesesesseserend 04
INSUFBINCE ...ttt 05
TEIM AEPOSIE ...ttt ettt ettt ettt et et a s ese e s et e st ese e s e b essese et easesseseesessessebeesenseneere s ensens 06
High interest SaviNgs @CCOUNL.............coooiiieeeee ettt ettt be s 07
ANYINING €IS [SPECIFYT ..ottt bbbt s e s s s s ssne 08
[DON'T READ OUT] CAN'E SAY .coouvriricieiiieiieieieieeiseistieeiessese et sae st ssesseaessessesse 99
[DON'T READ OUT] REfUSEA ...ttt ceesne 98
Q102 A3 Code Route
[IF USE OR KNOW HOW TO USE INTERNET BANKING (Q5/11 or Q6/11) ASK]
[SINGLE RESPONSE]
Do you think there are risks associated with internet banking? [SA]
YBS et 01
O et 02
CAN'ESAY ittt s bbbk h bR s AR Rt s et bbb s s s et sesenesesesenneen 99
RETUSEA ...ttt ettt ettt b ettt bttt et bttt h et an e h et ne s 98
Q103 [IF YES (Q102/1), ASK] Code Route
[DON’T READ OUT] [MULTIPLE RESPONSE]
What are some of those risks? What others? Any others? [MA]
EMAII SCAMS ...t 01
KeY 10gGING = NACKETS ......oooiiiieetiee ettt ettt ettt b et et b et en e bese e seseneesenenes 02
Credit Card frAUA ..ottt 03
UNSECUIEA SITES.......oiiiiiiiiicce e 04
MORNEY JQUNAEIING ...ttt ettt ettt ettt ettt e st b et e e b e s e st b eseneebesenseseseneeseseneesesenes 05
PRUSIING ..ottt ettt et ettt et st s sttt b s n e bt e sttt en et e s et b s et b nenes 06
IAENEY TNETE.... ettt ettt b bttt eenne s 07
OtNET [SPECIFY .ottt ettt 08
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 99
RETUSEA ...ttt et h ettt b ettt bt r bttt ar e h e et renaean 98
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Q104 A4 Code Route
[IF YES (Q102/1), ASK]
[SINGLE RESPONSE]
Are you aware of any ways in which these risks can be minimised? [SA]
Y S ettt h bbbttt ettt ettt b 01
IO bttt bbbt b bbb bbbttt ettt 02
CAN'ESAY ittt s bbbk a et R et AR R st s s bbb s b st seseneseseseneaend 99
RETUSEA ...ttt ettt e e e ettt e e ebte e e e eteee e e eteee e e easeeeeasseeeaseeeeaaseeaeasreeeaaseeaearrnaaan 98
Q105 Code Route
[IF YES (104/1), ASK]
[DON’T READ OUT] [MULTIPLE RESPONSE]
What things can you do to minimise the risks associated with internet banking? What others? Any
others? [MA]
Don't use links in emails to financial institution WebSIteS............cccooviviviviiieeeec e 01
Keep anti-virus SOftWare UP t0 Aat@...........c.ouiiovirieeceeeeeee ettt ae 02
FATBWAIL ...ttt bbbttt 03
AIWAYS CIOSE DIOWSET ...ttt ettt b e st b et e e beseneebesenesseseneesesenenas 04
Change passSWOrd FEQUIAITY ............c.ouoieieieeieiciccccce ettt bbbt sese s s snsend] 05
CRECK TOT VIFUSES ...ttt ettt esesee 06
DON't OPEN SUSPECLTIES ...ttt ettt sttt ettt ettt te st s eteneaes 07
ONET [SPECIFYT ettt ettt b et b bttt eseseee 08
CAN'ESAY ottt s bbb s s a st s AR Rt ses et bbb s b st s senesesenennaen] 99
RETUSEA ...t ettt e e et e e e ett e e e e ebeee e e etaee e e sseeeeaaseeeaseeeeaaseeeeaseeeeaasreaearreaaan 98
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SECTION M. ARITHMETIC/ MATHEMATIC LITERACY (100% OF RESPONDENTS)

Q106-Q111 — 100% of Respondents

Q106 L19 Code Route
[SINGLE RESPONSE]
Now finally, I'd just like to finish with a few questions that are like a quick quiz. We appreciate that
this may be difficult to do over the phone. Please just say if you don’t know the answer to a
question.
If a person spent $13 on lunch one day but only $8 the next day, how much did they spend on
lunch over the two days? [SA]
B2 s 01
ONET [SPECIFYT ettt bbbt eseseee 02
CAN'ESAY ittt s bbb skt R s R s s et s et bbb s s s st senesesesennaen] 99
RETUSEA ...ttt ettt e e e et e e e ebte e e e ebeeeeeettee e e aseeeaaseeeasteeeaaseeeeaseeeeaasreaeaarreaaan 98
Q107 L20 Code Route
[SINGLE RESPONSE]
If a person pays for goods valued at $165 with four $50 notes, how much change would they
receive? [SA]
B3 ARt s bbbttt 01
ONET [SPECIFY Tttt b ettt eseseee 02
CAN'ESAY ottt s b s s seh et a R A ARt s s bbb s s st senesesenenennaen 99
RETUSEA ...ttt ettt e e et e e e bt e e e e eaee e e e eateee e eaeeeeeaaseeeasaeeeaaseeeeasreeeaaseeaeaarenaaan 98
Q108 L21 Code Route
[SINGLE RESPONSE]
If 20 lotto players each won a prize of $350, what is the total amount paid out in prize money to
them? [SA]
B7,000.....e ettt 01
ONEI (SPECIFY ) ettt b ettt eseseee 98
CAN'ESAY ettt s bbb s s h bR s AR R st s et bbb s s st sesesesesenennsen 99
RETUSEA ...ttt ettt e e e ettt e et te e e e eteeeeeettee e e esseeesaaseeeasteeeaaseeeeasreeeaasreaeaareeaaan 98
Q109 L22 Code Route
[SINGLE RESPONSE]
If a lottery win of $18,000 is shared equally between six people, how much will each person
receive? [SA]
BB,000.... eSS Rttt 01
ONET [SPECIFY Tttt b ettt eseseee 02
CAN'ESAY ittt s bbb bbb R R AR R sttt s et bbb s s st s senesesesenneen 99
RETUSEA ...ttt e e et e e e ehte e e e eteee e e ettee e e asseeesaaeeeeesteeeaseeaeasreeeaarreaeanreeaaan 98
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Q110 L23 Code Route
[SINGLE RESPONSE]
If a person takes home $1,400 a month and 50% of this goes on rent, what is their monthly rent?
[SA]
BT00 ..otttk 01
OFNEE [SPECIFY ettt ettt 02
CAN'ESAY ittt s bbbk a et R et AR R st s s bbb s b st seseneseseseneaend 99
L= 10 Y= o S 98
Q111 L24 Code Route
[SINGLE RESPONSE]
If a refrigerator priced at $1,000 is discounted by 10% at a sale, how much would it cost? [SA]
FO00 ..ot s bbbttt 01
OFNEE [SPECIFY ettt bbbt 02
CAN'ESAY ittt b sk a bR R AR R st s st b bbb s st s senesesenenneen] 99
L= 10 Y=Y o S 98
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|SECTION N: DEMOGRAPHICS (100% OF RESPONDENTS)

DEM9 Code Route
0112 [ASK ALL]

[SINGLE RESPONSE]

I would now like to ask a few questions to ensure we reach a cross-section of the population. As

with all the survey, individual respondent information remains confidential.

What is the highest level of education you have completed? [SA]

Primary SCROOI OF DEIOW ........cuouiiiieeeiee ettt et b e bt b s s nenes 01

Secondary - Year 10/4™ FONMN OF DEIOW .ccoooeeeeeee oo s eeeeeeeeeeeeeeesseseeseesesssseeeensseeeseeseeessesseneenes 02

Secondary - Year 11/5th fOIM ..ottt 03

SECONAAIY = YEAT 12/8™ FOMM .o eeeeeeeeeseseeeeeess e eeseeeeeeseeeeeesessesessssseeeseeeeeeessseseeee 04

Trade/apprenticeship QUAlIfICAtION ............c.c.oioioiiiieecee ettt 05

Other TAFE/Technical certificate or diploma ..........ocoiiiiiiii e 06

Undergraduate certificate or diploma...........cccoouvieiiieieieieieeecec et 07

Degree/Masters Degree/DOCIOTALE ..........ccovvieivieieieieieieieieeieceeeee ettt esne 08

OtNEI (SPECIFY ) oottt ettt see 09

RETUSEA ...ttt et b ettt b ettt b ettt b et an e ae e teerenaeen 98
Q113 DEM3 Code Route

READ OUT, SINGLE RESPONSE

Which of the following best describes your household situation? [SA]

SINGIE = LIVE AIONE.....oiiiiiiiiiiieee ettt bbbttt st s bbb s sesesesnsesesesenneend] 01

Single - Live in Shared HOUSENOIA ...........coouiiiiiiiiie et 02

SINGIE PAIENT ...ttt bbbttt s bbb s b st s sese s s e nneen 03

Couple - Children AL HOME..........cuoeieeeeeeeeeeee ettt ettt ettt eseas et eteas s sensenenend 04

Couple - NO Children AL HOME ..........ouoiieieceeee ettt ettt seteas s teas s rensenenend] 05

[DON'T READ] Other (SPECIFY) .ottt ssssse s sss s st e ssesssesssssesene 06

[DON'T READ] CAN't SAY ...uvureiueimireicieireietiesieeseie ettt sse ettt sse ettt sseassaessessesse 99

[DON'T READ] RETUSEA ... eee e ee e ee e eee e ee e see e 98
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Q114 [IF CHILDREN AT HOME (Q113/2-4) ASK Code Route
[SINGLE RESPONSE]
How many children aged under 16 live in your household?
[SA]
ettt h R h R AR AR R AR AR h et Rt h bttt st h bttt h bttt se b e 01
e R a4 AR R R AR h R R e AR bbbttt eee 02
B et R bt Rt e AR h AR Ao h SR bt AR AR h bttt a bttt nee 03
A et h bbbttt b bbbttt 04
D ettt 05
B e R h bR AR A AR h AR R Rkt R bttt h ettt seee 06
T ettt 07
Bt AR h et A e AR AR bR h et R bbbttt eee 08
INONE ...ttt nae 09
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98
Q114B  [IF CHILDREN AT HOME (Q113/2-4) ASK Code Route
[SINGLE RESPONSE]
And how many dependent children aged 16 or over?
[SA]
ettt h R AR h b e AR AR AR h b et h bttt h bbbt es e bene 01
e R a4 AR R R AR h R R e AR bbbttt eee 02
B et h ARt E AR h AR R bR h et AR AR AR bttt a bttt nee 03
A et h bbbttt b bbbttt 04
D ettt 05
B e R h bR AR A AR h AR R Rkt R bttt h ettt seee 06
T ettt 07
Bt Rt R AR h bR h SR bbbttt eee 08
INONE ...ttt 09
RETUSEA ...ttt ettt b ettt bt ettt bt ettt b ettt he et enenaean 98
Q115 C1 Code Route
[IF IN PAID EMPLOYMENT (Q4/1-5), ASK]
[SINGLE RESPONSE]
What is your main source of income? [SA]
WAGES OF SAIAIY ...ttt ettt e st e h et et e st e e s et e s ae e et e e eneesaneeesn e e neesneenreans 01
Self employed earnings or proceeds from @ DUSINESS ..........cccoueueveeiieiiiie e 02
Government benefit or allowance (including Parenting Payment, Age Pension) .........c.ccccccooeveennnnen. 03
Superannuation/Self-funded retirement INCOME ... 04
(0 ( 01T (S o 1=Tel 1 1T I T TP U PSP U PP PO PPPRRPRO 05
LOF- 13 1 BT | PSPPSR PP U PR PP PPPRRPRO 99
REFUSE ...ttt 98
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Q117 DEM6 Code Route
[SINGLE RESPONSE]
What is your/ was your last/ main occupation - the position and industry? [SA]
Managers
PrOTESSIONAIS ...ttt 01
Technicians and trad@S WOTKETS...........cooiieiiiieieeieeee ettt ettt et ae s ssesesessesend 02
Community and personal SEIVICE WOTKETS ...ttt sssend] 03
Clerical and adminiStrative WOTKETS ..........ccoiiiiiiiiiieee ettt snsen] 04
SAIES WOTKETS ...ttt ettt b ettt b et eseseee 05
Machinery 0perators @nd AIIVEIS.........c.coiieiireeieeeeeee ettt b e s e sesenes 06
LADOUIEIS......i ettt ettt ettt 07
OhET (SPECIY) w.vveeeieieieeee ettt ettt s sttt s e s b sesesesesesesesesesennsend 08
NO OCCUPALION......ocuiiiiiiectete ettt ettt ettt ettt ettt et et e ssete e s et eseeteesessesseseesessessesessenseseesesseseend 09
RETUSEA ...ttt et e e e et e e e ebte e e e ebteeeeeteee e e easeeeaaaseeeasteeeaasseaeaseeeeaasreaeanrreaaan 98
Q118 DEM7 Code Route
[RECORD WHETHER RESPONDENT IS/ WAS WORKING IN FINANCE, SUCH AS WORKING
IN A BANK, BEING AN ACCOUNTANT, FINANCIAL PLANNER/ ADVISOR, WORKING IN
SUPERANNUATION, ETC.] [IF NOT SPECIFIED TYPE OF OCCUPATION ASK]
[SINGLE RESPONSE]
Are you / Were you working in finance, such as working in a bank, being an accountant, financial
planner/advisor or working in superannuation, etc.? [SA]
WOTKING IN fINGNCE ...ttt s st sesesesesesesenns 01
NOt WOTKING IN FINANCE ...ttt bbb bbbttt ne 02
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 99
RETUSEA ...t ettt e e et e e e ette e e e eaee e e e eaeee e e easeeeaaseeeaseeeeaaseeeeaseeaeaarreaeaareeaean 98
Q119 DEM8 Code Route
[IF RESPONDENT HAS OCCUPATION (Q117/1-8) AND “NOT WORKING” AT DEM4, ASK]
[SINGLE RESPONSE]
Are you / Were you self-employed in this occupation? [SA]
Y S ettt b bbbttt ettt ettt bene 01
IO ettt bbbt b bbb bbbttt ettt 02
CANTESAY .ttt s bbbk a bR R AR st s et bbb s s st s senesesenennaen] 99
RETUSEA ...ttt et e e et e e et e e e e e eaee e e e ettee e e esseeeeaseeeasteeeaaseeaeaseeeeaasreaeaarreaaan 98
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Q120 DEM11 Code Route
[SINGLE RESPONSE]
[DS%/OU or your family own your residence outright, or are you paying it off, or are you renting it?
OWN OUITIGNT ...ttt bbbt s et s s e s s s s e s bbb sesesesesesesesennsnnd 01
PAYING Off ..ottt bbb bbb s st s st s et s s s e 02
RENEING ..ttt ettt ettt s et e b e s e st et e s e st et e s e st b ese st b e s e s e s et e s s b e s en e b e s e st bes et senenes 03
OtNET [SPECIFY .ottt sttt seesee 04
CAN'ESAY ittt s bbb b st R s R R R sttt bbb s s s et sesenesesesenneen 99
RETUSEA ...ttt ettt b ettt b ettt bttt n bttt ar e he et reane s 98

Q121 DEM12 Code Route
[IF RESPONDENT OWNS OR IS PAYING OFF RESIDENCE (Q120/1-2), ASK]
[SINGLE RESPONSE]
What is the approximate current value of your home? [SA]
UNAET $100,000.........ceereeiiriereieeiseeiseete sttt 01
F100,00-F124,999.......ccoeeiireieieeire ettt 02
F125,000-F149,999 ...ttt 03
F150,000-F174,999 ...ttt 04
F175,000-5199,999 ...ttt 05
$200,000-5224,999 ......coomiiiiiieeeeie e et 06
$225,000-5249,999 .....ommiii et 07
$250,000-F274,999 .....ommiiieieieeireie et et 08
$275,000-5299,999 .....immiiiriieeie e 09
$300,000-5324,999 ......oommiiieieieeiree et 10
$325,000-5349,999 ...t 11
$350,000-F374,999 ...ttt et 12
B375,000-5399,999 ...t 13
F400,000-F424,999 ......ooomimiiieieeeree ettt 14
F$425,000-F449,999 .....immiiiieiieeie st 15
F450,000-F474,999 ..ottt et 16
F475,000-F499,999 .....immiieieieeie et st 17
$500,000-5549,999 .....ommiiiireiiieeireie ettt st 18
$550,000-5599,999 .....rimiiiiriiieeie st 19
$600,000-F6849,999 ......coomimiiiiriieeireie ettt st 20
$650,000-56899,999 .....ommiiiiiiriieeireie ettt 21
F700,000-F749,999 .....oimiiieiieeireie ettt s st 22
F750,000-5799,999 ...t 23
$800,000-F849,999 .....commiiiiireiieeireie ettt 24
$850,000-5899,999 .....ommimiiiieeireie e 25
$900,000-F949,999 .....oommiiiiiieeireie ettt 26
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Q121 DEM12 Code Route
[IF RESPONDENT OWNS OR IS PAYING OFF RESIDENCE (Q120/1-2), ASK]
[SINGLE RESPONSE]
What is the approximate current value of your home? [SA]
$950,000-5999,999 .....rmmiieie i 27
F1 MIlION OF MOTE ...ttt 28
OLNEI (SPECIFY ) oottt ettt nsesee 98
CAN'ESAY ittt s bbbk a et R et AR R st s s bbb s b st seseneseseseneaend 99
L= {0 Y=o SRR 98
Q123 DEM14 Code Route
[SINGLE RESPONSE]
Do you speak a language other than English at home? [IF YES, ASK] What is that language?
[SA]
NO = ENGIISN ONIY ...ttt ettt b et b e e s s b s e e sesaneesenenes 01
Yes, Arabic (INCIUAING LEDANESE) .......oviiiiieieeeee et esns 02
Y €S, CANONESE.......coiiiiiii ettt 03
YES, GOIMNAN ...ttt ettt 04
Y S, GIEEK......eciiei ettt 05
YOS, HAHAN ... e 06
YOS, MABNGAIN ... e 07
Yes, Serbian/Croati@n...........cocciciiecierce et 08
Y S, SPANIS ...ttt ettt ettt ettt et ettt ettt as et et a s et et eas et eteas et eteas et ereaserenend] 09
YES, VIBINAIMESE ...t 10
Yes, other ASIan [ANQUAGE.........cooveuiiieceeeee ettt et be e sese e ssesenessesend 11
Yes, other EUropean lanQUAGE..............c.ceieieiieieiieieeeeete ettt ettt et se e ssesenessenend 12
Yes, Aboriginal/indigenous AUSIIAlIAN ............ccooueiuiiiiiii et seses 13
Y S, PIAGIN .ottt ettt ettt ettt ettt s et s et s st ben et ebene et tene et senensenend 14
YES, SAIMOAN ....ouciiiiiiicii ettt ettt 15
Yes, other Polynesian/PacifiC iSIANd ............ccoooieiiiiiiiiii e 16
Yes, other Middle EaStern............cccoiiiiccce e e 17
YOS, AFTICAN ..ottt 18
Y S, OtNEI [SPECIFY ] ..o ettt ettt ettt et as et et eas s eteaseseteas et eseaseseseasesereasesesend] 98
CAN'T SAY ettt b bbb bt R R R s st s et bbb s s s st senesesesennaen 99
L= 10 Y= o S 98
Q124 DEM14A Code Route
[SINGLE RESPONSE]
Are you of Aboriginal or Torres Straight Islander descent? [SA]
YBS et 01
N et 02
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 99
L= {0 Y=o SRR 98
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Q125 DEM14B Code Route
[SINGLE RESPONSE]
Do you personally own or are you paying off a motor vehicle? [SA]
Y€S - OWN OF PAYING Off ..ottt bbbttt s e e s s s s bbb esenesesenns 01
O et 02
CANTESAY .ttt s bbb bbbt R s R ARttt st bbb s s s et et senesesenennaend 99
L= 10 Y= o S 98
Q126 DEM15 Code Route
[READ OUT AND PROBE TO CODE] [SINGLE RESPONSE]
Would you mind telling me your approximate annual income from all sources before tax?[SA]
PROBE IF CAN'T SAY : Well, what's your best guess?
LSS than $5,999 ... e 01
B6,000-59,999......oeeii et 02
F10,000-F14,999 ...ttt 03
F15,000-F19,999 ...ttt 04
$20,000-824,999 ...t 05
$25,000-829,999 ..ot e s 06
$30,000-834,999 ...t st 07
$35,000-839,999 ...t e et 08
F40,000-F44,999 ...t 09
F45,000-849,999 ...t et 10
$50,000-859,999 ..ottt 11
F60,000-869,999 ..ot 12
F70,000-879,999 ...ttt s e 13
$80,000-889,999 ...ttt 14
$90,000-899,999 ...t 15
$100,000 10 $119,999 ....oieieirieicieteeee ettt sttt ee et ee st st e et A et ens R s e et et s et s e s 16
$120,000 10 $139,999 ..ottt ettt r et ettt e et st st et e e s st e e e aesene s 17
$140,000 10 $149,999 .....oieiiierieitieteer ettt ettt ee et es ettt A R s es et et et s e et s e 18
F150,000 OF MOTE......oomieririeiteise ettt sttt 19
CAN'ESAY ittt s b h s b st R s R AR sttt bbb s s st sesenesesenennaen 98
REFUSE........ooiiei ettt 99
Q127 DEM16 Code Route
ASK IF 'CAN'T SAY' OR 'REFUSED' AT Q126
[SINGLE RESPONSE]
Egil]l could you tell me whether your income would be over $50,000 or under $50,000 per annum?
UNAET $50,000.......cceuiiuieeeieieeeee ettt s e et s e st 01
$50,000 OF MOTE ....ovvoorieerieeieseeese sttt sttt 02
CAN'ESAY ittt s s b s s b h et R R R R s e st s et bbb s b st seseneseseseneaen 98
REFUSE ...ttt 99

The Social Research Centre




ANZ Survey of Adult Financial Literacy in Australia (2008) 175

Q128

DEM17

[READ OUT AND PROBE TO CODE] [SINGLE RESPONSE]

Would you mind telling me your approximate annual household income from all sources before
tax? [SA]

PROBE IF CAN'T SAY : Well, what's your best guess?

LSS than $5,999 ... e s
B6,000-59,999......ocerii R
F10,000-F314,999 ..ottt e
B15,000-F319,999 ...ttt
$20,000-F324,999 ...ttt e
$25,000-5329,999 ...ttt e
B30,000-F334,999 ...ttt
$35,000-839,999 ...t st
F40,000-F44,999 ...ttt e
B45,000-F349,999 ...ttt e
$50,000-859,999 ...t s et
F60,000-869,999 ..ot st
B70,000-F379,999 ...ttt
$80,000-889,999 ...ttt
$90,000-899,999 ... e
F100,000-8109,999 ...ttt s ettt
F110,000-8119,999 ...ttt ettt st
F120,000-8129,999 ...ttt ettt e
F130,000-8139,999 ...ttt ettt
F140,000-8149,999 ...ttt ettt
F150,000 OF MOTE.......ooieririeiteiseiieeese ettt s ettt

CAN'ESAY ittt s bbb bbb R s R R R Rttt s et bbb s s st sesesesesesenneend

RETUSEA.......eoeeeeeeee ettt ettt ettt ettt ettt ettt e st e st et e s e et et ete s et ese et et esees et esees et ete s erese e eteaeaes

Code

01
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17
18
19
20
21
99

98

Route
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Q129 DEM18 Code Route
ASK IF 'CAN'T SAY' OR 'REFUSED' AT Q128
[SINGLE RESPONSE]
Well, could you tell me whether your household income would be over $100,000 or under
$100,000 per annum? [SA]
UNAEE $100,000..........coouieeiieieeieeieieieeieieeie ettt sttt bbbttt sttt s 01
F100,000 OF MOTE....ooieieiiiiiieie ettt sttt st et s st n s sse s 02
CAN'ESAY ottt s bbb h st s R s R sttt s s bbb s s st s eseseseseneneeen 99
RETUSEA ...ttt ettt ettt ettt 98
Q130 DEM19 Code Route
[READ OUT AND PROBE TO CODE] [SINGLE RESPONSE]
Thinking about the total amount of money you now have, either on your own or jointly with
someone else, in all savings and investments, INCLUDING in a bank, building society or credit
union accounts, superannuation or other investments but EXCLUDING YOUR OWN HOME in
which of the following does the money you have fall?[SA]
PROBE IF CAN'T SAY : Well, what's your best guess?
LESS than $100 ...ttt sttt 01
BT00-B499....commeeeirereeeiee ettt 02
FB500-3999.......ceieiieieieieie ettt 03
F1,000-571,999.......0iiii ettt 04
F2,000-54,999.......ccoe iRttt 05
$5,000-59,999.......ccome iRttt 06
F10,000-819,999 ...ttt sttt 07
$20,000-549,999........comieeie ettt 08
$50,000-5399,999 ...ttt 09
$100,000-3249,999 ..ottt sttt 10
$250,000-3499,999 ..ottt 11
$500,000-3749,999 ...ttt bbbttt 12
$750,000-3999,999 ..ottt 13
ST MIION OF INOTE ...ttt sttt se s 14
[DO NOT READ] CABNTSAY ....oviieiiieieieieieteieiceeeieieee ettt sttt ass s st sesesese s s sesesesssssssesesesnsnnd 99
[DO NOT READ] REFUSEA........coviieiieiiee ettt 98
Q131 DEM20 Code Route
ASK IF 'CAN'T SAY' OR 'REFUSED' AT Q130
[SINGLE RESPONSE]
Well, could you tell me whether it would be over $100,000 or under $100,0007? [SA]
UNAET $100,000.........ooouieeieiieieeieieieeie sttt sttt s s bbbttt ss s sae 01
F100,000 OF MOTE.....ooieieiieiiieiie ettt se st b s bbb st sse s 02
CAN'ESAY ettt s b bbb h bR s AR R st s et bbb s s se st sesenesenennsen 99
RETUSEA ...ttt ettt ettt ettt e 98
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Q132

DEM20A

ASK IF HAVE MORTGAGE (Q7/9-10)

[READ OUT AND PROBE TO CODE] [SINGLE RESPONSE]

Thinking about the money you now owe on any mortgage, either on your own or jointly with
someone else, in which of the following does the total mortgage amount fall?[SA]

PROBE IF CAN'T SAY : Well, what's your best guess?

LSS ThaN 100 ... ..ottt
BA00-F499...... oottt R
B500-B999.....oo ettt
B1,000-81,999......cceeeet ittt e
B2,000-54,999.......couiei ettt e
B5,000-89,999......oeeiii R et
F10,000-F319,999 ...ttt
$20,000-F349,999 ...ttt e
$50,000-899,999 ...ttt
F100,000-8249,999 ...ttt
$250,000-8499,999 ...ttt
$500,000-8749,999 ...ttt ettt
$750,000-5999,999 .....oimiiieieiee s
F1 MIllION OF MOTE ...ttt

[DO NOT READ] CANTSAY ....ocviieiieieieieieieteteieeeeeieieeettast sttt ses s ss st esesesesesesesesesssssesesesesnsnnd

[DO NOT READ] REfUSEA.........oouiiiiiiiiiiiicccc e

Code

01
02
03
04
05
06
07
08
09
10
11
12
13
14
99

98

Route
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Q133 DEM21 Code Route
[READ OUT AND PROBE TO CODE] [SINGLE RESPONSE]
Apart from any mortgages currently held, what is the total amount of money you owe, either on
your own or jointly with someone else, on all your loans, credit cards etc?[SA]
PROBE IF CAN'T SAY : Well, what's your best guess?
LSS ThaN 100 ... ..ottt 01
BT00-F499.....coourreeerreeeeeeeeesseeeeeseeessse s 02
B500-B999.....oo ettt 03
B1,000-81,999 ...t et 04
B2,000-54,999......oeeeei ettt 05
B5,000-59,999......oeeiii e s 06
F10,000-819,999 ...ttt et 07
$20,000-849,999 ...ttt 08
$50,000-899,999 ...ttt 09
F$100,000-5249,999 ......oommiiiieieieeireie ettt 10
$250,000-F499,999 .....ommiiiiiiieeiee e 11
$500,000-F749,999 .....oiimiieieieeereie ettt 12
$750,000-5999,999 .....oimiiieieiee s 13
F1 MIllION OF MOTE ...ttt 14
[DO NOT READ] CANTSAY ....ocviieiieieieieieieteteieeeeeieieeettast sttt ses s ss st esesesesesesesesesssssesesesesnsnnd 99
[DO NOT READ] REFUSEA........cuiiiiieieeeee ettt ettt sttt 98
Q134 DEM22 Code Route
ASK IF 'CAN'T SAY' OR 'REFUSED' AT Q133
[SINGLE RESPONSE]
Well, could you tell me whether it would be over $100,000 or under $100,000 per annum? [SA]
UNAET $100,000.........ceurierirrireireeiseeise ettt 01
F100,000 OF MOTE.......ooiererieitreiseiie ettt s s ettt et 02
CAN'ESAY ittt s bbbk h bR s AR Rt s et bbb s s s et sesenesesesenneen 99
RETUSE........oeiiei ettt 98
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Appendix Two: Adult Financial Literacy Framework

Adult Financial Literacy — Australia
Framework of Skills and Knowledge

(based on an amended version of the framework produced by

the Adult Financial Literacy Advisory Group, UK, and
revised in light of comment from key stakeholders)

Numerical Literacy and Standard Literacy

Essential
mathematical,
reading and
comprehension
skills

Basic requirements

Advanced competence

* Ability to add, subtract, multiply and
divide (with or without calculator)

*  Ability to understand and calculate
percentages (with or without
calculator)

*  Ability to read and comprehend basic
English

*  Ability to understand compound
interest
*  Ability to understand averages

Financial Understanding

Understanding of
what money is and
how money is
exchanged

Basic requirements

Advanced competence

*  Understanding of the range of ways to
pay for goods and services, including:
- Cash
— Cheques
- Money orders
- Credit cards
- Debit cards
- Store cards
- EFTPOS
— Direct debit
— Loans
- Laybys
*  Ability to compare the advantages and
disadvantages of different forms of
payment

*  Understanding of the implications and
key features of unsecured credit and
debt, including both fixed:

- Personal loans
— Lease
- Hire purchase
...and revolving:
- Credit cards
- Store cards
- Overdrafts
— Other “line of credit” facilities

*  Understanding of ways to compare
interest rates and the effects of fees and
other charges

*  Understanding that some loans and
purchase agreements are secured
whilst others are unsecured, and the
implications for default

*  Understanding of the concept and
implications of personal guarantor and
co-borrower arrangements

¢ Understanding of how credit records
are generated and the implications of
bad records for future borrowing

Understanding of
where money
comes from and
goes

*  Ability to read a pay-slip
* Recognition of household expenses
and regular financial commitments

*  Understanding of how companies and
other organisations are financed,
including shares
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Financial Competence
Basic requirements Advanced competence
Understanding of | * Awareness of the availability and basic | *  Ability to make strategic use, to
the main features features of: maximise personal financial
of basic financial - Basic banking advantage, of:
services - Electronic banking (e.g. ATMs; - Basic banking
EFTPOS; telephone banking; — Electronic banking (e.g. ATMs;
Internet banking) EFTPOS; telephone banking;
— Mortgages Internet banking)
- Superannuation — Mortgages
— Other investments (e.g. shares; — Superannuation
term deposits; managed — Other investments (e.g. shares;
investments; life insurance with term deposits; managed
an investment element) investments; life insurance with
- Risk insurance products (e.g. an investment element)
house and contents insurance, — Risk insurance products (e.g.
including coverage and house and contents insurance,
exclusions; health insurance) including coverage and
¢ Awareness of the sorts of fees that exclusions; health insurance)
apply to these services *  Ability to check records (e.g. Annual
*  Awareness of the trade-off between Statements) from superannuation funds
fees and return to determine whether current
*  Awareness that one should shop contribution levels and % returns are
around before purchasing financial appropriate for anticipated needs
products * Knowledge concerning what
¢ Understanding that superannuation sets constitutes an adequate level of
aside money for retirement, and insurance for total and permanent
involves compulsory employer disablement or death benefit, and
contributions ability to check that a superannuation
*  Understanding that personal fund is providing it
contributions can be made to ¢ Understanding that taxation can be
superannuation as an option minimised through personal
*  Ability to check that an employer has contributions to superannuation vs.
been making compulsory contributions other forms of investment
to superannuation *  Ability to use property for personal
¢ Understanding of fixed interest rates financial advantage (e.g. purchase
vs. variable interest rates as they apply investment property)
to mortgages
¢ Understanding of terms and conditions
for early termination and other
variations within mortgages
Ability to *  Ability to check accuracy of official *  Ability to reconcile a bank statement to
understand financial records, such as: allow for items not yet reconciled
financial records - Bank statements *  Ability to read an Annual Statement
and appreciation - ATM service statements from a superannuation fund to see the
of the importance — Credit card statements asset classes invested in and % return
of reading and - Superannuation statements over time
retaining them — Insurance policies and renewal *  Understanding of official financial
notices (e.g. understand records, such as prospectuses and
coverage, exclusions and duty of Annual Statements for investment
disclosure) products
- Loan documentation *  Understanding of the need to monitor
*  Understanding of the need to keep performance of investments over time
records
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Financial Competence (continued)

Attitudes to
spending money
and saving

Basic requirements

Advanced competence

*  Understanding of the purpose of saving

*  Understanding of why you need to
save for retirement

*  Understanding that there is a variety of
places and ways in which to save
money

*  Understanding of how to use budgets
to plan and control personal spending

*  Ability to forecast and recognise the
impact of irregular major financial
outlays (e.g. vehicle registration;
holidays)

*  Ability to budget strategically to make
payments as late as possible and keep
money earning interest as long as
possible

Awareness of risks
associated with
some financial
products and
appreciation of the
relationship
between risk and
return

¢ Understanding of the purpose of
insurance

* Awareness that both savings and
borrowing are offered on differing
terms and interest rates that vary over
time

*  Awareness that high return
investments are also likely to involve
high risk

*  Understanding that market values can
fall as well as rise

* Awareness that if it sounds “too good
to be true”, then it probably isn’t true

* Awareness of the dangers of
under-insurance

*  Awareness that individuals are
responsible for debts of spouse/other
family members with whom they have
a joint financial product

*  Understanding of the value of
diversification when investing

*  Ability to identify potential risks and
determine whether they need to be
eliminated or mitigated against

*  Understanding of managed
investments

*  Understanding of guarantees on
investments

*  Understanding that short-term ups and
downs in value are less important for
long-term investments

*  Understanding of currency issues,
including the impact of fluctuations in
exchange rate for the Australian dollar

Financial Responsibility

Ability to make
appropriate
personal life
choices about
financial issues

Basic requirements

Advanced competence

*  Understanding of the difference
between long-term and short-term
needs

*  Ability to prioritise different needs to
balance income and expenditure within
financial capacity

*  Understanding of the difference
between good (manageable and
planned) debt and bad (unmanageable
and unplanned) debt

*  Ability to make informed choices
when experiencing a drop in income

* Ability to assess the financial
implications of personal life choices in
terms of career choices and life-long
learning opportunities
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Financial Responsibility (continued)

Understanding of
consumer rights

Basic requirements

Advanced competence

*  Understanding that consumers do have
rights

*  Understanding and ability to check,
before handing over money for an

confidence to
access assistance
when things go
wrong

is regulated

¢ Understanding of who one can call on
to help with more complex issues (e.g.
advisors; accountants)

* Awareness of where/whom to contact
if things go wrong (e.g. consumer
complaints department of financial
institution; consumer association;
financial counsellor; ombudsman)

*  Ability to make complaints effectively

* Awareness of the distinction between
financial advisors charging
fee-for-service vs. taking commission,
and understanding of its implications

and *  Understanding that consumers have a investment, that:
responsibilities right to clear information about - Financial products should only
products both pre-purchase and be purchased from licensed
ongoing post-purchase financial businesses
¢ Awareness of and ability to access — Advice should only be sought
independent dispute resolution from persons employed by
schemes for financial products licensed advisory businesses
¢ Understanding of consumer — Prospectuses must be lodged
responsibilities and the implications of with ASIC
not meeting them, including: — Persons providing advice about
- Duty of disclosure for risk financial products must disclose
insurance any commissions, important
- Safeguarding of PINs for side-benefits and potential
transaction banking conflicts of interest
*  Awareness of 14-day cooling-off
period for insurance
Ability and *  Understanding that the finance sector *  Broad understanding of the level of

regulation of the finance sector

*  Understanding that regulation of the
finance sector is no guarantee of the
safety of all financial products

*  Ability to assess and compare different
sources of financial advice and
information

*  Understanding of the processes and
procedures for resolving disputes

Please note that other potential aspects of adult financial literacy (e.g. taxation; understanding of how and why
government is financed; awareness and understanding of government benefits; understanding of how fees are
calculated and how to minimise them) were agreed upon as being beyond the scope of the current project, and
therefore not included in the framework.
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Appendix Three: Examples of Australian Geographic Classification Remoteness Areas

REMOTENESS STRUCTURE - AUSTRALIAN STANDARD GEOGRAPHICAL CLASSIFICATION

Remoteness area

Description

Examples

Geographic distance imposes minimal restriction upon

Sydney, Newcastle, Wollongong, Melbourmne, Geelong, Brisbane, Gold

opportuntties for social interaction.

Major cities accessibility to the widest range of goods, services and .
J " I I.Y WI. . g. g Coast, Adelaide, Perth and Canberra.
opportunities for social interaction.
L . L Tamworth, Wagga Wagga (New South Wales), Ballarat, Bendigo
Geographic distance imposes some restriction upon toria). Rockh ton. Bundab Giadst a and). th
Inner regional accessibilty to the widest range of goods, services and (WEEE), [NOETEmzion, SUMEENEE), EXCREne (CIEEms 2t i

Adelaide Hills (South Australia), Bunbury (Westem Australia), Hobart
and Launceston (Tasmania).

Outer regional

Geographic distance imposes a moderate restriction upon
accessibility to the widest range of goods, services and
opportunities for social interaction.

Broken Hil, Griffith, Gunnedah (New South Wales), Horsham, Swan
Hil, Traralgon (Victoria), Roma, Caims (Queensland), Port Augusta,

Mount Gambier (South Australia), Albany (Western Australia), Bumie
(Tasmania), and Darwin (Northem Territory).

Remote

Geographic distance imposes a high restriction upon
accessibility to the widest range of goods, services and
opportunities for social interaction.

Cobar (New South Wales), the northern Wimmera district (Victoria),
Charters Towers and Cooktown (Queensland), Port Lincoln (South

Australia), the Kalgooriie gold-fields (Western Australia), parts of the
West Coast (Tasmania), Alice Springs, Katherine (Northem Territory).

Very remote

Geographic distance imposes the highest restriction upon
accessibility to the widest range of goods, services and
opportuntties for social interaction.

The far west parts of New South Wales and Queensland, northem
South Australia and Western Australia, most of the Northemn Territory
and Flinders and King Islands in Bass Strait (Tasmania).
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Remoteness is calculated using the road distance to the nearest Urban Centre in each of five classes based on population size. The Remoteness classification divides Australia into

six Remoteness Areas: Major Cities of Australia; Inner Regional Australia; Outer Regional Australia; Remote Australia; Very Remote Australia; and Migratory. The glossary

accompanying this publication provides definitions of RAs used. For further information see Statistical Geography: Volume 1 - Australian Standard Geographical Classification
(ASGC), 2006 (cat. no. 1216.0).

The key element in producing the structure is the preparation of the Accessibility/Remoteness Index of Australia (ARIA+) grid. ARIA+ scores are first calculated for each Urban Centre
and are then interpolated to create a 1 km grid covering the whole of Australia. Each grid square carries a score of remoteness from an index of scores ranging from 0 (zero) through
to 15. The data custodian of the grid remains the National Key Centre for Social Applications of Geographic Information System (GISCA), Adelaide University, South Australia. ABS
Remoteness Areas are created by averaging the ARIA+ scores within Census Collection Districts (CDs), then aggregating the CDs up into the 6 ABS Remoteness Area categories
based on the averaged ARIA+ score.

Remoteness Area categories are defined in the ASGC Remoteness Classification as follows:
* Major Cities of Australia: CDs with an average Accessibility/Remoteness Index of Australia (ARIA) index value of 0 to 0.2
* Inner Regional Australia: CDs with an average ARIA index value greater than 0.2 and less than or equal to 2.4
* Quter Regional Australia: CDs with an average ARIA index value greater than 2.4 and less than or equal to 5.92
* Remote Australia: CDs with an average ARIA index value greater than 5.92 and less than or equal to 10.53
* Very Remote Australia: CDs with an average ARIA index value greater than 10.53
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