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THE BUILDING BLOCKS
OF FINANCIAL LITERACY
To be assured of a strong financial standing later in life, you need to understand
the value of money from a young age. We look at what brokers can do to lay solid
foundations for their future clients, today.
WORDS Ω JESSICA ABELSOHN
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1. educating the next generation through schooling;

inancial literacy is a core concept in today’s
economic landscape. Those who are financially
literate are much more likely to actively engage
in economic life, and feel confident as consumers. In
his foreword to the Financial Literacy – Australians
Understanding Money report, Paul Clitheroe, Chairman
of the Financial Literacy Foundation Advisory Board,
states, “By making the most of our money, we have greater
control, less stress and a better chance at having more
choice in our lives.”

2. increasing the use of free, independent information and tools;
3. providing quality guidance and support;
4. strengthening coordination and partnerships; and
5. improving research and evaluation.
According to ASIC Chairman Greg Medcraft, more than
50 organisations support or contribute to programs under the
Strategy. “This shows the strong commitment – shared across
sectors – to improve the financial literacy of Australians from
all walks of life in order to make a difference to their financial
wellbeing,” he says.

In the wake of the Global Financial Crisis, many
governments around the world, including Australia’s,
went into economic revival mode. According to an ASIC
report released in 2011, “The crisis clearly highlighted the
importance of financial literacy and the need to reinforce
core financial literacy concepts such as budgeting and
saving, living within one’s means, responsible use of credit,
diversification and investing only in products that
are understood.”

WHAT IS FINANCIAL LITERACY?
Because financial literacy is still an evolving concept, the
definition is quite fluid. The most recent National Financial
Literacy Strategy report defines financial literacy as: “A
combination of financial knowledge, skills, attitudes and
behaviours necessary to make sound financial decisions, based
on personal circumstances, to improve financial wellbeing.”

In 2011, ASIC published the first National Financial
Literacy Strategy to nationally coordinate the
improvement of the financial wellbeing of Australians. In
2013, the Strategy was reviewed and a 2014-17 updated
Strategy was released. The Strategy provides a practical
framework for action and sets out five priorities:
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External factors that influence financial literacy
include financial inclusion, access to suitable financial
products and appropriate consumer protection and
financial services regulation.
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“Parents play a
key role in shaping
attitudes, imparting
knowledge and the
right behaviours.
Money is a subject
that can and should
be discussed around
the dinner table.”
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“Financially literate consumers and investors are more
likely to make eﬀective financial decisions and less likely
to choose unsuitable products and services.”
THE IMPACT ON THE ECONOMY

Additionally, 93 per cent of them said they have increased their
self-esteem, 84 per cent have encouraged their children and
family members to save and 85 per cent have more control over
their finances.”

Financial literacy has a profound affect on the broader
Australian economy. Last year, RMIT conducted a 10-year
evaluation of the ANZ Saver Plus program, which helps instil
in people a savings habit. The impact of the program on the
participants’ understanding and literacy is astounding.

As stated in the 2014-17 Strategy, “Financially literate
consumers and investors are more likely to make effective
financial decisions and less likely to choose unsuitable
products and services.” Further, an increase in financial
literacy and an overall understanding of capital increases the
‘demand’ side of a supply and demand market. This directly
strengthens the credit and financial services industries.

Jane Nash, Head of Corporate Sustainability and Inclusion
at ANZ, explains the findings. “More than 80 per cent told
us that they’re much better at managing money and being
prepared for what life throws at them. A further 87 per cent
acknowledged that by continuing to save they’re able to
provide opportunities for their children that they wouldn’t
have otherwise been able to do,” she explains. “We know, that
at a more macro level that this is good for things like financial
independence. Nearly half of the people who participated in
the program reduced their reliance on government benefits.

Studies have also found that fi nancially literate people
are better equipped to save for their retirement and plan for
the future. They’re better able to understand their fi nancial
position, and be realistic about their savings, thereby
minimising fi nancial risk. “If you add that up across the whole
of the economy, you get a savings pool that can be directed into
investment,” says Nash.

GLOBAL MONEY WEEK

Finally, improving financial literacy has a direct impact
on reducing levels of poverty and financial exclusion.
Importantly, financial literacy does not happen overnight,
with experts suggesting that the change could take at least a
generation. So it’s best to start with the children.

The MFAA is acutely aware of the importance of giving all
Australians access to financial education from a young
age. With this aim in mind, the MFAA ran Global Money
Week (GMW) for the first time ever in Australia. GMW
is an international money awareness
celebration that runs from 14-20
March each year. Framed by the
theme ‘Take part. Save Smart’,
various events and activities were
undertaken nationally to inspire
children and teens to learn
about money, saving, creating
livelihoods, gaining employment,
or becoming an entrepreneur.

FINANCIAL LITERACY IN CHILDREN
Understanding money is a core life skill that should be
developed in children long before they necessarily need to
worry about their finances. This generation of children are
exposed to complex financial decisions at a much younger
age than previous generations. By talking to children
about money from a young age, we’re simply encouraging a
better understanding of how good money management can
drastically affect one’s future.

Find out more about the success
of Global Money Week, visit
globalmoneyweek.mfaa.
com.au

According to Elaine Henry, Director of Financial
Literacy Australia, the role of a child’s parents is crucial.
“Parents play a key role in shaping attitudes, imparting
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“A key goal would be to have
all Australians financially
resilient or secure so that
they have greater freedom
of choice and can ride out
any financial shocks along
their life course.”
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“Studies have also
found that financially
literate people are
better equipped to save for
their retirement and plan for
the future.”

knowledge and the right behaviours. Money is a subject
that can, and should be discussed around the dinner table.
Children can be encouraged to spend a third of their pocket
money, save a third, and give a third to help various causes,”
she explains.
Nash agrees. “You learn as you go through life. So for
teenagers, for example, getting their first job seems to be
a crucial time in terms of learning to manage money. It’s
during these years that people develop habits and they take
those habits with them into their adult lives,” she notes.
“When you’re at that age, the risks are much smaller.”
At school, children are actively interacting with money.
They’re purchasing food and beverages at the canteen,
organising fundraisers and planning for excursions. They
learn about money in their classrooms and it’s been shown that
they appreciate it, with 80 per cent of students seeing it as an
important life skill.

3. knowledge about risk and rewards – the importance of
insurance and the difference between fixed and variable
rates of interest etc; and
4. contextual knowledge of the role of money.

“Contemporary research shows that many young people
find aspects of managing their finances challenging,” Henry
says. She believes a lot of this is because those in their twenties
and thirties missed out on financial literacy being part of their
school curriculum. “Having evidence that there was a problem
prompted action over the past decade, and now Australian
schoolchildren are performing well against their international
peers,” she continues. This information comes from the
Program for International Student Assessment 2014.

It’s strongly believed that students who possess
this knowledge and skills will have a greater financial
understanding later in life, which is particularly relevant given
the nature of advertising these days. Consumer companies
are now targeting children at a much younger age, and
children need to be equipped to understand what that targeted
marketing means for them. For example, ‘bill shock’ is very
common among young Australians who often don’t fully
understand how to interpret mobile phone contracts and plans.
For ASIC, the hope is that students, upon leaving school,
have the knowledge and skills for positive and strong financial
decision-making. They need to be able to understand consumer
behaviour and how it affects their financial intelligence. And
they need to know the questions they should be asking to
improve their financial understanding.

For children, there is a series of cognitive learning processes
that are expected to have developed by the time a child reaches
15 years of age. These processes have been devised by the
Organisation for Economic Cooperation and Development
(OECD) and include mathematical skills, language and reading
skills required to understand advertising and contractual
texts, and the maturity to manage financial decision-making.

Henry says this is a fundamental commitment of the
Financial Literacy Board and the Strategy. “A key goal would
be to have all Australians financially resilient or secure so
that they have greater freedom of choice and can ride out any
financial shocks along their life course,” she notes. “We owe
it to ourselves not to put our head in the sand where money
matters are concerned, and as a society, if we want to continue
to enjoy a high standard of living, we need to lift financial
literacy and wellbeing onto a higher plane.” ΩΩΩ

There are also four key areas that students are expected
to understand:
1. knowledge of money and transactions – assessing value for
money and understanding basic financial documents etc;
2. knowledge required to manage finances – budgeting,
understanding wealth-building concepts, saving, and credit
and borrowing;
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THE YOUNG ENTREPRENEURS
PROGR AM
The idea behind the MFAA Young Entrepreneurs Program is
to encourage an understanding of real-world financial issues at
a much younger age. Mhari Macleod and Mary Nebotakis are
already running successful sessions in their communities.

MARY NEBOTAKIS,
NATLOANS FINANCE
AND LEASING
“I strongly believe that we need to provide students with a less
textbook-like approach to running a business and even day-today running of their personal finances. This was something that
was never taught to me at school growing up and I really think we
have an opportunity to provide hands-on experiences to students
so they get a more three-dimensional idea of what it is like in the
real world. It’s education by doing, rather than reciting.
“The sessions we are designing under the Young
Entrepreneurs Program make it relevant to students’ current
lives and give them the skills needed to manage money in the real
world. The program encourages independent thinking and uses
mistakes as part of the learning process.
“For brokers wanting to get involved, keep it real. Kids love
stories and sharing real life experiences.
“In terms of the benefits, you get your brand out to the
community. In today’s day of social media, this is an excellent
way to promote your business locally at the grassroots level. Also,
nothing takes away from giving back to the community. If our
sessions help or motivate students in a positive way to believe
in themselves and obtain some learning outcomes, then we have
done a great job and that itself is very rewarding.”
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How do Australian kids
fare internationally?

MHARI MACLEOD,
ASTUTE ABILITY FINANCE
GROUP

In Australia, 3293 students across
768 schools sat the Programme
for International Student

“The idea is to get children involved in money issues
earlier. Teenagers are so underprepared, so by giving
them real life experiences it increases their financial
capability as they move forward to adult life,
regardless of their social and cultural background.

Assessment (PISA) financial
literacy test.

526
Australian students scored an

The idea is to use a finance broker to teach
high school aged children relevant financial skills
that extend beyond the classroom. It is also an
opportunity for brokers to interact with, and give
back to the community.

average 526 points. The average
was 500 points.

3 out of 5

“Sessions are based on encouraging conversations
that improve children’s understanding of basic
financial literacy including debt, credit, affordability
and security. For the older children, the program
teaches them the process of how to create and set up a
small business.

Australian students sit at the top
of proficiency level three on the
financial literacy scale.

“The students want to see real people who have
the time to give them real answers. As an informal
learning process inside a formal learning curriculum,
brokers looking to take part need to understand that
the program is highly interactive. You need to be open
to questions about your own business so students
get a true understanding of who you are and what
running a business involves.
“I enjoy seeing children benefit from
understanding how the finance world works and
seeing them grow in confidence to ask the questions
that matter now and will matter later on in life. It
gives me a great sense of satisfaction knowing that
they will be better prepared to face money matters
when needs be.”

16%
were classified as top performers
(level five), 10 per cent were low
performers (level one).

41%
performed at level four or above.

This was significantly higher than
13 other countries including the
United States, France, Spain
and Italy.
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