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Context of the paper

@ ***** ______

» Retail clients’ profiles in Europe

e Markets in Financial Instruments Directive
Since 2007: MiFID I (2004/39/EC)
Since January 2018: MiFID II (2014/65/UE)

o Under this Directive, investment service providers are required to build
clients' risk profile and to in turn offer financial services suited to
clients’ financial situations and needs.

* MIiFID questionnaires
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« Importance of financial literacy (FL) for financial decision-making (Lusardi &
Mitchell, 2014)

» Gender gap in financial literacy: women exhibit a significantly lower financial
literacy than men (Lusardi & Mitchell, 2008 ; Lusardi & Mitchell, 2011)

* Objective financial literacy measures whether individuals can correctly answer
questlons (The Big 3; Lusardi & Mitchell, 2008, 2011).

e In this paper, a subjective FL measure (self-assessed answers to MiFID
questionnaires) is used to explore the gender gap in financial literacy for “matched”
partners, i.e., spouses

Spousal deczslon -making dynamics instead of a dichotomous marital status variable

Subjectwe financial literacy is more important than objective financial literacy for
spouses’ financial decision-making

-> The spouse who is percelved the more knowledgeable person about the household finances is
more likely to be the “Household CFO”.
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Literature Review & Hypotheses

O

Gender gap in financial literacy is well-documented.

Big 3 (Bucher-Koenen, Lusardi, Alessie, Van Rooij, 2017), on a larger set of questions, (Van Rooij,
Lusardi and Alessie, 2011; Lusardi and Mitchell, 2009; Bucher-Koenen, 2011), using different
measures, either objective or subjective, of FL (Hogarth and Hilgert, 2002; Almemberg and
Dreber, 2015), on specific cohorts (e.g., alumnae of an elite female college; Mahdavi and Horton, 2014)

Women are also more likely to answer that they do not know to finance knowledge
questions (Bucher-Koenen et al., 2017)

Self-confidence differences between men and women -> subjective FL

Theoretically, why women do not invest in financial knowledge acquisition?
Costs vs. benefits (Lusardi, Michaud and Mitchell, 2017)
Household task division assumption (Becker, 1981, 1985; Hsu, 2016)

Higher GG for individuals being part of a couple than for singles

Hi1: The Gender Gap in subjective financial literacy is higher for individuals
being part of a couple than for singles
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Literature Review & Hypotheses

O

-> To not confound financial responsibility and literacy, we need to control for the pairing of
husbands with their wives and study the gender gap of paired spouses.

Intra-household decision-making models

Unitary models (Becker, 1981, 1985) Bargaining models (Manser & Brown, 1980,
McElroy & Horney, 1981)

Comparative advantage in decisions Power in the relationship
Household task division assumption Individual resources, expertise, age, education,
work status, ...

Intra-household decision-making responsibility over financial choices show different
dominance styles (Bertocchi et al., 2014) or different financial management styles (van Raaij et al.,
2020):

Syncratic / Male-dominant / Female-dominant / Autonomous.

* H2: The heterogeneity in the intra-household Gender Gap in subjective financial literacy is
related to the heterogeneity of financial dominance/management styles
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» Dataset combines face-to-face MiFID questionnaire answers and banking records of
83,738 retail clients of a large French retail bank over the period 2007-2015.

» Afinancial literacy score is computed for 53,426 individuals “INITIAL SAMPLE”
* Among them, 62.4% declare that they live as part of a couple.

* We selected the 14,764 individuals (7,382 dual-income heterosexual couples _
joint bank account, married or cohabiting) for whom we gather the financial
literacy score of both spouses  “SPOUSES’ SAMPLE”

» Socio-demographic statistics are similar in the initial and spouses’ samples (and
consistent with National statistics)
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Descriptive statistics

Initial sample

(53,426 retail clients)

Spouses’ sample
(14,764 retail clients)

Mean-% (Std.) Mean-% (Std.) Male Female M-F
Fanel A: Individual variables
Female 1754 SNt
Age n1.14 a6l 54.65 52.57 2NR*HH
Edncation 1.11 1.00 1.11 1.06 TR
Primary school () 12.28% 11.60% 14.42% 8.43% (.05Q%**
Secondary school (1) G4, 37% GR.02% GO 29% 0. G5 . 164%%**
University degree (2) 23.35% 20.28% 20.28'% 14 88% (0.104%%*
Self-emploved 14.44% 13.64% 17.93% 0.33% TRIE]
Emplovee 50.43'% DE.62% ny.00% GO.14% 0030+ *
Retired 18.52% 10.78% 23.43'% 16.10% D073+
No occupation 11.61% 7.96% 1.52% 14.42% (0.12G%%*
Monthly income 2. 852.30 3.537.76 3.5810.86 3.255.656 H64.21%%
Native 80389 SE.N8% SE.20% S7.00% [.nz
Paris 12.67% 0G0 0.6G4% 0.57% n.nn7
Number of children .07 .72 .70 .65 g+
Conple G240
Panel B: Within-couple variables
[ntercultural 12.11%
Same occnpation category G4.11%
Male's income share nd GO
Same quest. date T2 86%
lHu'g:ur:l[ium regime 168054
Introduction  Literature & Hyp Data Methodology & results  Conclusion




Methodology and results
_____________________________________________________________________________________ T

1. SUBJECTIVE FINANCIAL LITERACY AT THE INDIVIDUAL
LEVEL (INITIAL SAMPLE)

2. INTRA-HOUSEHOLD DIFFERENCES (SPOUSES’ SAMPLE)
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SUBJECTIVE FINANCIAL LITERACY

“Do you know the risk associated with

« stocks (1),

 bonds (1),

» other unusual financial products (1),

i.e., warrants, deferred service settlements, convertible bonds, and other
financial instruments?”

“Do you understand financial market functioning?” (1),
1.e., change of order execution delay or existence of different types of orders.

Subjective financial literacy ranks from 0, “no financial knowledge” to 4,
“high level of self-assessed financial knowledge”).
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Average subjective FL & GG (Men vs. Women)

O

All Men Women Subj. GG

Mean /% (Std.) | Mean /% (Std.) Mean/% (Std.)
All individuals [}:?2) {f:?g} (ﬁ;)
N 53,426 28,025 25,401
Stocks RT.13% RE.367 85.77% 0.026%**
Bonds 62.53% 64.79% 60.04% () ()] &%
Markets 20.59% 31.61% 27.35% 0.043% **
Others 17.03% 20.01% 13.75% 0.063%**
Score=—(0 11.84% 10.73%, 13.069% R
Score=—1 23.08% 21.79% 24.50% (LT
Seore=—2 31.18% 30.45%, 21.98%, _0.01 5%
Score—3 24.77% 26.01% 23.39%, 0.026% *%
Score=—4 09.13% 11.02%, 7.07% 0.030% **

Higher subjective FL in men than in women, for all FL. components.
Higher self-confidence in men than in women
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Average subjective FL & GG (Couples vs. Singles)

Lopitial =aanple

Spous=es’ =anple

All Couples Singles Differe nce

Mean /%% (Std.) Mean /% (Std.) Mean /% (Std.) (C-5) Mean /% (Std.)
All individuals 'lif'fﬁ} (%?i} [%?gj @ ﬁ{l]?‘,
N 53.426 33.370 20056 14,764
Stocks BT.13% BO.219 R3.66% W GRS TN RET it
Buorls G2.53% G554 % HRT.B1% T.TRW** G 02
Markets 20507 .33 2668 LGRS 32.79%
Crhers 17.03% 18.4B% 2668 T 18.02%
[l 11.84"% 0ERY 15.13% B.24%
1 23.08% 23 25 % 24 46% 22 24
2 118 11.7T8A A0 1T P2l
3 24 TTH 25.Bh% 22.96% 26.40%
| 9.13% 10.26% 7.28% 10.51%
Subjective gender gap [.18*** .20+ [1.]2*** [ Og*** [.15***

« Higher subjective FL in couples than in singles, for all FL. components.
» Spouses FL scores distribution stochastically dominates (SD) couples’one which also
stochastically dominates singles’ FL scores distribution.

« Higher subjective GG in couples than in singles (H1 is validated):
» Household task division assumption

» Higher self-confidence in couples than in singles
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Financial
literacy
determinants

Introduction

Subjective FL score

Tnitial soople

Spouses" samp e
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(1) (2) (#)
—— —0.1s0 " —O.1r7° " —0.065
— [016) (0165) (.031)
Agel (agee®d v —(.062""" —0.026""" —0.723"""
Agel (age<as yms) {.035) (.036) (.OTE)
A g (T2 agaedd vr —0.613""" S s —0.669"""
Ages [Si<age<dl yrs] (.0a3) (.0a3) (.059)
R —0.485""" — 0487 —0.596"""
Aged (12<age< il yrs) (.032) (.032) i 058)
A ved (E9<agechl ve —0.232""" —0.232""" —0.323""~
Apged | H2< age B yrs) (.029) (020) [ 052)
R 0.350°*" 0.355°"" 0.262=*"
s (.024) [.024) {048}
_ 0.343°"~ 0.354°"" 0.287=""
e [.024) [.024) {.052)
- _ 0.193*"" 0.187°"" 0.501=""
L1 INERRR RN I:_{[IE} |:_[|[|5} [-UEE}
Fadueationl 02607 .a6imee 0.075
: (.025) (.025) (.031)
e i 0.714*"" 0.718**" 0.452"*"
sdlcaltiin 2 I:.{IEE} I:_[lﬂﬂ} [-05?}
:";1'||.—|' III.|:II1.I'|'1'1| D-EED"' D-EE] . D 1?.3'_'
- : (.025) (.025) {.D48)
S 0.084%"" 0.100°*" 0.093
sl (.034) (.034) (.DG4)
“-;-i_l 1.|11II|:IH.|i1.lII u-llﬂ."' D-IIT"' u.ﬂl'_'
: (.034) (.034) (.075)
o pele 013677
(.017)
M ol RO ol KOG 14.428
Laoglik, -TEOOT Rz TR OTE.GS -1 ElE Bh
LE-Chiz Slld4nTEe* HTE GE¥** L. AGn TE***
Faeilo HE DLRCH IS 3 LERDE IS B3 1] RIEE
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Intra-Household differences

_____________________________________________________________________________________ @

SPOUSES’ SAMPLE

- SAME QUESTIONNAIRE DATE FOR SPOUSES
- PROPENSITY SCORE MATCHING COUPLES VS. SINGLES

- HETEROGENEITY OF INTRA-HOUSEHOLD GENDER GAP AND
FINANCIAL MANAGEMENT STYLES (1 COUPLE=1 OBS.)
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Subjective FL score difference by quest. date

==
___________________ Same fuest. date DrifTerent fuest. date Differe nce
M1, ThH M, L
MBlean /% (Std.) Blean; % (Std.) (=55
o 2,06 2.15 A
Al individuaals (1.11) (1.00) [

; .00 2.05 R
Women (1.10) (1.08) ARLE
2.13 2.24 : S
Bl (111 (1.10) {1.11
P
Subjective gender gap .14 .18 (II.ZI"-”")
S —

-> less consensus (compromise) when spouses answer separately
(Different quest. date distribution of scores SD Singles’ one)
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Propensity score matching

 Isthe subjective FL score of women (men) living as part of a couple and answering
the questionnaire without their husband (wife) higher than the one of single
women (men) who share common socio-demographic and economic
characteristics with married or co-habited women (men)?

« Propensity scores computed through logit regressions:
« Prob(Individual _man/woman__lives as part of a couple)=f (Determinants).

MEN average subj. FL scores WOMEN average subj. FL scores

SINGLE COUPLE Diff. (C-S) SINGLE COUPLE Diff. (C-S)
(matched) (matched)

2.221 2.233 0.012 1.973 2.054 0.081%**
N=1,948 N=1,948 N=1,046  N=1,946

« Living as part of a couple has a positive effect on the subjective financial literacy of
individuals but its is significant only for women.
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 Intra-household, we consider 3 categories of gender gap in subjective FL between
spouses (7,382 couples):

« Category 0 (770.52% of couples), average identical score of 2.058,
No Gender Gap

« Category 1 (19.79% of couples), husband score, 2.87 > wife score, 1.45,
average GG=1.42 — Classical Gender Gap

« Category 2 (9.69% of couples), wife score, 2.79 > husband score, 1.47,
average GG=-1.32

« Multinomial logistic regression:
« Probability for a couple to belong to each category
« Independent variables:
- Financial management styles determinants (van Raaij et al., 2020)
« Consensus (joint questionnaire dummy)
« Within-couple determinants of spouses’ relative bargaining
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Financial management styles determinants

O

van Raaij et al., 2020 financial management styles:

« Syncratic/joint
Joint bank account, most
financial decisions are made together

e Male-dominant

« Female-dominant
One partner (husband or wife)
makes the main financial decisions

 Autonomous

Both partners have their own bank
accounts and make their own
decisions
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Financial management styles determinants

O

van Raaij et al., 2020 financial management stéfles:
at. o: no GG

« Syncratic/joint
Joint bank account, most
financial decisions are made together

e Male-dominant

Cat. 1: classical GG
* Female-dominant (Cgat. 2
One partner (husband or wife)
makes the main financial decisions
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Financial management styles determinants

O

van Raaij et al., 2020 financial management stéfles:

at. o: no GG

Income sharing

Difference in financial knowledge
between male and female
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« Syncratic/joint
Joint bank account, most
financial decisions are made together

¢ Male-dominant

Cat. 1: classical GG
 Female-dominant (Cgat. o
One partner (husband or wife)
makes the main financial decisions
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Financial management styles determinants

O

van Raaij et al., 2020 financial management stéfles:

at. o: no GG

Income sharing
Couple Inc
ale’s income share

Difference in financial knowledge
between male and female

Couple Education
Education difference
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« Syncratic/joint
Joint bank account, most
financial decisions are made together

¢ Male-dominant

Cat. 1: classical GG
 Female-dominant (Cgat. o
One partner (husband or wife)
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Probability of a

couple to belong
to each GG
category

Introduction

Lo conple ineome

Category 1 (FL man>FL wom.)

(nefls
—0.053

Category 2 (FL wom.™FL man)___

(' oefls.

—0.211*

(0.069) (0.089)
. 1.453%* —0.319
Male's income share (0.275) (0.364)
o e ed i 0.343%* 0.228*%
‘ouple education (0.003) (0.122)
0.094 —0.173**
Education difference (0.065) (0.087)
: 0,006 0.002
Couple Age (0.003) (0.004)
0.015*% 0.014
Age difference (0 E[:‘?} (0.011)
Paris 0,328+ 0.193
e (0.117) (0.161)
Int ercultural 0.072 —0.176
’ (0.114) (0.162)
& . . 0171" 0.219°
Separation regime (0.097) (0.129)
& . —0.256%" —0.182
Same ocenpation category (0.087) (0.116)
Same quest. date —0.8547 —Liae
Cme s o (0.079) (0.100)
Lt erce —1.606* 0.573
nhercept (0.633) (0.799)
M 1620
Laglik. -E3TAT.AT
LR-U hi2 ARLENTTT
Faends RZ LRI
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Probability of a

couple to belong
to each GG
category

Controlling for
consensus, the sign of
the GG is determined

by each spouse
income relative
contribution and
education

-> H2 1s validated

Introduction

Category 1 (FL man>FL wom.)

Category 2 (FL wom.™FL man)___

(poffs (oefls
] —0.0533 —0.211**
Lo conple ineome (0.069) (0.089)
L 1.453%=* —0.319
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o e ed i 0.343%* 0.228*%
‘ouple education (0.003) (0.122)
0.094 —0.173**
Education difference (0.065) (0.087)
: 0,006 0.002
Couple Age (0.003) (0.004)
0.015*% 0.014
Age difference (0 EH::?»} (0.011)
Paris 0,328+ 0.193
e (0.117) (0.161)
Int ercultural 0.072 —0.176
’ (0.114) (0.162)
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Lt erce —1.606* 0.573
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Methodology & results  Conclusion

Literature & Hyp Data




Summary

MiFID questionnaires are relevant and therefore deserve more attention from both academics and
professionals.

Identifying the household CFO through MiFID questionnaires has consequences on intra-household
financial decision-making.
Subjective FL scores of spouses are more consensus-based when they answer the questionnaire at the same date.

Controlling for couple consensus and other within-couple determinants of bargaining power, the sign and determinants of the
GG in subjective FL are related to financial management/dominance styles.

Managerial implications
1/ Observing the GG provides insights into the financial management style of spouses.
2/ When spouses answer separately, they exhibit, on the average, higher subjective financial literacy than when they answer together

Since, we do not know their “true” financial literacy, financial advisors might take that into account with couples’ risk-profiling
answers

Work to be done/ Limits:

Do categories of subj. GG (i.e., dominance styles) explain couples’ financial outcomes (savings,
investment)?

Conduct an experiment/ interviews (missing psychological factors, couple length...)

THANK YOU FOR YOUR ATTENTION!
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