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Abstract

This paper examines financial literacy in the United States, using the 2021 National Financial
Capability Study data. A large volume of papers have demonstrated the importance of financial
knowledge and documented the low level of financial literacy in America. Using recent data collected
during an unusual time when inflation was rising and the country was in the midst of the COVID-19
pandemic, we show that the knowledge of fundamental financial concepts continues to be low in the
US, especially among people who are young, less educated, female, or not employed. Our analysis also
highlights people’s lack of inflation knowledge and identifies the subgroups that are particularly
vulnerable. Finally, we examine how financial literacy affects financial well-being and behaviors.
Responses to the Big Three financial literacy questions are linked to important financial behaviors
and outcomes, including planning for retirement, financial resilience, and not carrying too much
debt.
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1. Introduction

Many existing studies have demonstrated the importance of financial literacy. As a key
determinant of wealth inequality, financial knowledge helps individuals make investment
decisions and better allocate financial resources (Lusardi et al., 2017). People with more
financial knowledge learn about new financial issues faster (Delavande et al., 2008). The
lack of financial literacy, on the other hand, can lead to high-cost borrowing (Lusardi &
Tufano, 2015), and inadequate financial planning for both the short- and the long-term
(Lusardi & Mitchell, 2011b, 2014).

Financial knowledge is especially critical in the US today – as the economy has just
experienced the COVID-19 pandemic, a spike in inflation, and a subsequent increase in
interest rates. The uncertainties and risks in the macroeconomic environment amplify the
importance of financial literacy. Despite its importance, financial literacy is low in the US
(Lusardi & Mitchell, 2011b, 2014, 2023).

In this paper, we analyze financial literacy in the US, using the most recent data from
the National Financial Capability Study (NFCS), collected by the Financial Industry
Regulatory Authority (FINRA) Investor Education Foundation in 2021. This is a very large
data set allowing us to do an in-depth analysis of both financial literacy and its link to
financial wellbeing.
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Several findings emerge. First, we show that low levels of financial literacy documented,
for example in Lusardi and Mitchell (2011b), continue to persist. Less than 30% of
respondents in the NFCS could answer three basic financial literacy questions correctly.
Second, not only is financial literacy low but it is unevenly distributed. Younger people,
females, Black Americans and Hispanics, and those with low education attainment (high
school or less) were among the least financially literate, including knowing little about
inflation. Older people generally had more financial literacy; moreover, those who had
lived through prior inflationary periods knew more about inflation than younger
generations. Third, people overestimated how much they knew, and the gap between one’s
actual financial knowledge and self-perception was often large. People who had less
financial literacy tended to be more overconfident about their knowledge. Fourth,
financial literacy matters as it is associated with financial behaviors and outcomes. Our
results show that the more financially literate respondents were more likely to have
planned for retirement, prepared for economic emergencies, and kept their debt at a
manageable level.

The paper is organized as follows: In section 2, we lay out a few economic characteristics
and conditions of the US. In section 3, we discuss the data and summary statistics. In
section 4, we show the results of descriptive and regression analyses. We conclude in
Section 5 with some thoughts on how to improve financial literacy in the US.

2. Economic conditions in the US

As of 2020, the US population was over 333 million, with about 60% non-Hispanic White,
14% non-Hispanic Black, 18.9% Hispanic or Latino, and 6.1% Asian. The population is
ageing: about 16.8% of Americans are over 65. The fertility rate has also declined: total
births per woman decreased from 3.65 in 1960 to 1.66 in 2021 (FRED, 2023c). Educational
attainment has steadily increased: the percentage of people with a college degree
increased from 7.7% in 1960 to 37.9% in 2021 (Statista, 2023); however, there has been a
decline in male enrollment in college since the Great Recession of 2008. And the gender
gap in educational attainment continues to widen: in 2020, only 41% of students enrolled in
college were male (Smith, 2021).

Besides the changes in demographics, we must note several important changes in the
US financial markets and financial system in the last several decades, which have increased
the stake in financial decision-making at the individual and household levels. First, since
the 1970s, retirement plans shifted away from defined-benefit (DB) plans to defined-
contribution (DC) plans and Individual Retirement Accounts (Lusardi & Mitchell, 2011b,
2014). The transition to the DC retirement saving model meant that individuals were now
responsible for preparing for their golden years.

Second, financial institutions and financial markets have become increasingly complex.
Meanwhile, the advance of technology has enabled people to trade stocks, options,
bitcoins, and other financial instruments from the convenience of their personal
computers and smartphones. Online banking has made it easier for people to transfer
money with a click. For those with inadequate financial knowledge, such convenience to
engage in financial transactions and trading can expose them to undesirable risks and
potentially disastrous outcomes.

Third, following the COVID-19 pandemic, the US experienced the highest inflation since
the mid-1980s. The growth rate of the consumer price index increased from 1.2% in 2020 to
8% in 2022 (see Figure 1). As a result, real earnings declined by about 7.6% during the same
period (FRED, 2023b). The last high inflation episode happened more than three decades
ago, thus many younger people had no memory of fast-rising prices. Knowledge of
inflation is crucial in deciding asset allocation, consumption, borrowing, and more. For
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those experiencing high inflation for the first time in life, a lack of financial literacy can
lead to both poor economic decisions and anxiety.

Fourth, the loose monetary policy and low-interest rate environment in the US over the
last several decades until early 2022 incentivized household borrowing and spending, and
sometimes risky investment, but disincentivized savings. Indeed, the market yield on the
10-year Treasury decreased from 15.8% in 1981 to 0.55% in 2020 (FRED, 2023e). The 30-year
fixed rate mortgage average fell from 18.44% in 1981 to 2.87% in 2021 (FRED, 2023a).
Household debt as a percent of GDP rose instead from 24.8% in 1950 to 99.15% in 2008.
Although this ratio decreased somewhat after the Great Recession, it still hovered around
80% (IMF, 2023). Between February 2022 and February 2023, the commercial bank interest
rate on credit card plans rose from 14.56% to 20.09% (FRED, 2023d). Such rising interest
rates can impact those carrying credit card debt, who now face higher borrowing costs.

Financial literacy is critical in helping individuals and households navigate complex
financial circumstances and make sound financial decisions. In the next section, we explain
the data that we use in our work.

3. Data overview and summary statistics

Since 2009, the FINRA Investor Education Foundation has conducted a detailed survey
every three years known as the NFCS, which examines key indicators of financial literacy
and financial capability, perceptions, attitudes, experiences, and behaviors.

This paper uses the latest wave of NFCS data, fielded from June to October 2021. The
sample consisted of 27,118 adults (18�) across the US with about 500 respondents from
each state and the District of Columbia. The respondents were drawn from online1 panels
and were offered incentives to participate. The survey responses were weighted to be
representative of the national population in terms of age, gender, ethnicity, education, and
Census Division. As with previous NFCS State-by-State surveys, the questionnaire did not
specifically target heads of households or primary financial decision-makers (FINRA
Investor Education Foundation, 2021).

We must keep in mind the potential implications of the unusual context of the COVID-
19 pandemic on our results. The pandemic and the inflationary environment exposed some
individuals and families to unexpected economic shocks. For example, one in five
respondents in the 2021 NFCS said they were laid off or furloughed due to the pandemic
during 2020 or 2021, and more than one in four respondents experienced a large,
unexpected drop in income (FINRA Investor Education Foundation, 2022).

Summary statistics are in Appendix Table A1. In the full sample, there were 27,118
individuals, with an average age of 47 years. About 31% of the respondents had a high
school education or less, 39% had some college, 21% had a college degree, and 9% had a
graduate degree. About 47% of the respondents were married and 36% were single. In
terms of employment status, about 46% were working for an employer full-time or part-
time, 8% were self-employed, 21% were retired, and the rest were not employed, including
homemakers, full-time students, disabled, and the unemployed. Close to 60% were
homeowners. In the next section, we will perform our empirical analyses on the total
sample but also look at sub-groups and those in the working years and who are not
retired yet.

1 The 2009 wave of NFCS was collected via the telephone and online, and all subsequent waves were done
online.
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4. Empirical analysis and results

4.1. How financially literate are individuals in the US?
Survey respondents were asked three carefully crafted financial literacy questions – the
“Big Three” (Lusardi & Mitchell, 2011a) – which measure the knowledge of basic but
fundamental concepts underlying financial decision-making. The exact wording of the
questions is as follows:

Q1. Understanding of interest rate (numeracy)
“Suppose you had $100 in a savings account and the interest rate was 2% per year. After

5 years, how much do you think you would have in the account if you left the money
to grow?”

a) More than $102 (correct)
b) Exactly $102
c) Less than $102
d) Do not know
e) Refuse to answer

Q2. Understanding of inflation
“Imagine that the interest rate on your savings account was 1% per year and inflation

was 2% per year. After 1 year, would you be able to buy?”

a) More than today
b) Exactly the same as today
c) Less than today (correct)
d) Do not know
e) Refuse to answer

Q3: Understanding of risk diversification
“Do you think that the following statement is true or false? ‘Buying a single company

stock usually provides a safer return than a stock mutual fund.’”

a) True
b) False (correct)
c) Do not know
d) Refuse to answer

The question on interest rates tests whether respondents have basic numeracy and the
capacity to do simple calculations in the context of interest compounding. The question on
inflation is particularly relevant for the 2021 wave of the survey as the US was
experiencing rising inflation. The last question assesses people’s understanding of risk
diversification. This is important for those actively engaged in the stock markets, and
buying stocks and mutual funds.

Responses to the financial literacy questions are summarized in Table 1. Panel (A) shows
that about 69.4% of all respondents could correctly answer the interest rate question.
Many people could not do these calculations: 14.2% answered the question incorrectly and
another 15.4% simply did not know the answer.

Respondents had more difficulty answering the inflation question, where 22.7%
answered incorrectly and another 23.1% did not know the response to this question (Panel
B). The pattern of answers changes with risk diversification, where the proportion of do
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not know answers jumped to more than 45%; this is the topic about which people knew the
least (Panel C).

Panel (D) examines the correlation between responses to the Big Three financial
literacy questions. Less than 50% of the respondents know about interest rates and
inflation, and fewer than 30% of the respondents got all three questions correct. Nearly
20% answered none of the questions right. More than half of the respondents indicated
they did not know the answer to one or more questions, and nearly 10% did not know how
to answer all three questions. These are alarming findings given the complex financial
decisions that individuals must make.

4.2. Who is financially illiterate?
We compare the level of financial literacy across socio-demographic subgroups in Table 2.
Previous studies (Lusardi & Mitchell, 2011b, 2011c) have documented a hump-shape profile

Table 1. Summary statistics for the Big Three financial literacy questions, NFCS 2021

Full sample (%) Age 25–65 (%)

(A) Interest question

More than $102 (correct) 69.4 69.4

Exactly $102 8.7 8.8

Less than $102 5.5 5.6

Don’t know 15.4 15.3

Prefer not to say 1.0 1.0

(B) Inflation question

More than today 11.7 13.0

Exactly the same 11.0 11.2

Less than today (correct) 53.1 51.3

Don’t know 23.1 23.4

Prefer not to say 1.1 1.0

(C) Risk question

True 12.5 12.8

False (correct) 41.5 39.9

Don’t know 45.2 46.6

Prefer not to say 0.7 0.7

(D) Cross-question consistency

Both Interest and Inflation Questions Correct 45.8 44.2

All correct 28.5 26.8

None correct 19.5 19.8

At least 1 DK 52.3 53.4

All DK 9.7 9.9

Number of observations 27,118 19,073

Note: Figures are weighted. DK indicates respondents who do not know.
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with respect to age. This is not confirmed by the present study. The 2021 wave of the
survey shows that financial literacy is lowest among younger persons and rises with age.
Only 14% of the youngest respondents answered all three questions correctly, compared to
47% of those over 65. The age gap in financial knowledge was bigger for the knowledge of
inflation and risk diversification. Only 34% of the youngest group answered the inflation
question correctly, compared to 76% of the 65� group. On the risk diversification question,
the 65� group was twice as likely to answer it correctly compared to those under 35. It is
possible that the hump-shape profile found by the prior study was not an age effect but a
cohort effect.

Compared to men, women were less financially literate, and the gender knowledge gap
was substantial. While close to 38% of men answered all three questions correctly, the
proportion among women was only half that (19.7%). Across the three financial literacy
questions, women knew more about interest rates than about inflation and risk
diversification: only 46% and 33% of women could correctly answer the inflation and risk
diversification questions, respectively. Women were much more likely to answer “do not
know” to each of the Big Three questions than men. The high prevalence of “do not know”
responses can be attributed to both a lack of confidence and a lack of knowledge (Bucher-
Koenen et al., 2021).

Table 2. Distribution of responses (%) to financial literacy questions by age, sex, education, and employment status
in the 2021 NFCS. Full sample

Interest Inflation Risk Overall

Correct DK Correct DK Correct DK 3 correct ≥1 DK

Age

18–35 58.5 21.5 33.8 31.6 29.9 49.4 14 59.5

36–50 69.2 15.6 47.3 24.8 38.5 47.3 25.3 54.4

51–65 74.9 12.1 65.8 17.9 47.1 44.3 35.7 49.4

>65 80.2 9.4 75.6 14 57.7 36.7 47.4 41.5

Sex

Male 75.5 11.4 60.8 16.4 50.5 34.3 37.9 40.9

Female 63.5 19.2 45.8 29.5 33.1 55.6 19.7 63.2

Education

<high school 43.3 36.7 23.7 47.4 18 65 5.3 76

High school 57.5 23.4 38.9 32.3 26.6 57.5 13 66.3

Some college 70.6 14 53.6 23 41.2 47.2 27.2 54.3

College grad 80.7 8.2 67.4 13.9 56.6 31.4 44.8 36.9

Postgraduate 81.8 7 70.1 9.7 60.5 25.9 50.7 30.6

Employment status

Self-employed 68.3 15.6 49.7 21.3 44.8 38.9 29.2 47.9

Not employed 59.8 23.2 39.8 34.5 27.3 60.2 14.5 68.3

Working 70.6 13.6 51.6 21 42.4 41.3 28.6 48.5

Retired 78 10.3 72.8 15.6 54.7 39 44.2 44

Notes: All figures are weighted. DK indicates respondents do not know.
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Not surprisingly, financial literacy was correlated with educational attainment, and the
knowledge gap was the largest between those with and without a college education.
A college graduate was over three times more likely to have answered all three questions
correctly than a high school graduate (45% vs. 13%). The differences between a high school
graduate and those with some college were larger than between people with some college
and those with a Bachelor’s degree. However, even the best educated displayed low financial
literacy. About 30% of those with a graduate degree did not answer the inflation question
correctly, and 40% of them did not answer the risk diversification question correctly.

Lastly, financial literacy differed by employment status. The not-employed group did
the worst – only 14.5% answered all three questions correctly. This group of respondents
included full-time students, the unemployed, the disabled, and homemakers. Interestingly,
the self-employed and those working for an employer performed similarly. The retiree
group did the best of all, as the older respondents in this survey were the most financially
literate.

4.2.1 Inflation knowledge in the US
The NFCS survey used in this paper was conducted in the second half of 2021 when
inflation was on the rise in the US. As shown in Figure 1, inflation was high in the US in the
1970s to mid-1980s, reaching 14 percent at its peak in the early 1980s. After that and up
until 2020, inflation remained low around 2–4 percent. After 2020, however, inflation
started rising again: between 2020 and 2022, inflation increased from under 2 percent to 8
percent.

In this section, we focus on inflation knowledge and its correlation with socio-
demographic characteristics. Ceteris paribus, people who were younger, female, less
educated, or not employed knew less about inflation. Age being one of the most significant
predictors of inflation knowledge suggests that the experience of a high inflation period
helps people get a grasp of this concept. Respondents in our survey who lived through the
high inflation period in the 1970s and early 1980s were more likely to understand inflation.
Compared to people under age 35, the likelihood of someone age 65� answering the
inflation question correctly was 36.3 percentage points higher (Figure 2 and Table 2a).

Figure 1. Inflation in the US (%), 1960–2022.
Source: FRED (2023).
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Table 2a. OLS estimates of answering inflation correctly on demographic variables. Full sample

Dependent Var: Indicator if answering inflation questions correctly.

Age baseline: under 35

36–50 0.109***

(0.01)

51–65 0.298***

(0.01)

>65 0.363***

(0.01)

Sex baseline: Male

Female −0.148***

(0.01)

Education baseline: Less than high school education

High school grad 0.094***

(0.02)

Some college 0.211***

(0.02)

College grad 0.332***

(0.02)

Postgraduate 0.335***

(0.02)

Employment baseline: Employed

Self-employed −0.018

(0.01)

Not employed −0.018**

(0.01)

Retired 0.023*

(0.01)

Constant 0.228***

(0.02)

Mean 53.1%

Observations 27118

R2 0.171

Note: *for p < .1,
**for p < .05, and
***for p < .01. Full sample (18�) regardless of whether retired or not. The dummy variable is created so that it
takes the value 1 if answered correctly, and 0 if answered incorrectly, don’t know, or prefer not to say.
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4.2.2 Race and ethnicity
We compare financial literacy across different racial/ethnic groups (Table 3a). Results
show that Black respondents had the lowest level of financial literacy – fewer than 12%
answered all three questions correctly, compared to 33% of Whites and 45% of Asians.
Hispanic respondents performed poorly on the test as well with about 20% answering the
Big Three correctly.

Examining the Big Three financial literacy questions separately, the results show that
Black respondents lagged behind other racial/ethnic groups, but the knowledge gap was
especially pronounced in inflation and risk diversification. Less than one-third of Black
Americans answered the inflation question correctly. Moreover, they had the most
difficulty answering the risk diversification question – only 28% responded correctly to
this question. This result is consistent with studies that found financial literacy gaps across
racial and ethnic differences (Lusardi & Mitchell, 2011b, 2014), and only 34 percent of Black
American households invest in the stock market, compared with 61 percent of White
families (Federal Reserve Board, 2023).

Table 3a. Distribution of responses to the Big Three by race/ethnicity, NFCS 2021. Full sample

Interest Inflation Risk Overall

Correct DK Correct DK Correct DK 3 correct ≥1 DK

NH White 73.1 13.5 58.4 21 44.2 45.1 32.5 51.2

NH Black 53.9 22.1 32.8 30.2 28.0 47.4 11.6 57.1

Hispanic 62.6 19.2 44.0 27.6 36.7 47.5 20.5 56.7

NH Asian 79.7 10.1 64.4 16.1 55.2 33.9 44.5 40.1

NH Other 68.8 18.3 50.0 28.4 38.1 50.3 26.2 58.5

Notes: All figures are weighted. DK indicates respondents do not know. NH: non-Hispanic.

Figure 2. Regression estimation for correct answers to inflation question. Full sample.
Note: For specific coefficient estimates, see Table 2a.
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4.2.3. Self-reported vs. actual financial literacy
How do people perceive their financial literacy? And, how does that perception compare to
their actual financial knowledge? To examine these questions, survey respondents were
asked to rate their self-assessed financial literacy, from 1 (very low) to 7 (very high). As
shown in Table 3b, despite the low actual level of financial literacy, most respondents gave
themselves relatively high ratings. For example, although only 28.5% of all respondents
were able to answer the Big Three correctly, when asked to rate their financial knowledge,
the same group of people gave themselves an average rating of 5.1 out of 7.

Despite wide gaps in actual financial knowledge in terms of age, gender, and education,
the gaps in perceived financial knowledge were smaller. The same can be found across race

Table 3b. Distribution of self-reported financial literacy by age, sex, education, employment status, and race/
ethnicity in the National Financial Capability Study (%). Full sample

Self-Assessed Scale Fin Literacy Test

1–3 4 5 6 7 Average score % three Q’s correct

Full sample 11.1 17.7 32.6 24.7 13.9 5.1 28.5%

Age

≤35 15.3 22.9 31 17 13.8 4.8 14%

36–50 12.3 18.6 33.3 21.4 14.4 5 25.3%

51–65 9.5 15.7 34.1 27.8 13 5.1 35.7%

>65 4.7 10.3 32.2 38 14.8 5.5 47.4%

Sex

Male 9 14.2 31.8 28.3 16.7 5.2 37.9%

Female 13.1 21 33.4 21.3 11.2 4.9 19.7%

Education

<high school 29 24.8 24.6 11.9 9.8 4.2 5.3%

High school grad 15.4 20.8 33 18.5 12.4 4.8 13%

Some college 11 18.8 33 24.8 12.4 5 27.2%

College grad 6.5 13.9 32.6 31.2 15.8 5.3 44.8%

Post Graduate 4.2 10.5 32.3 31.5 21.5 5.5 50.7%

Employment status

Self-employed 10.8 15.7 30.1 24.8 18.6 5.2 29.2%

Not employed 19.7 25.1 30.6 14.8 9.9 4.5 14.5%

Working 9.2 17.1 34.4 24.7 14.6 5.1 28.6%

Retired 5.8 11.4 31.8 35.8 15.2 5.4 44.2%

Race/ethnicity

White 10.6 16.9 32.6 26.1 13.9 5.1 32.5%

Black 12 19.2 30.1 21.2 17.5 5 11.6%

Hispanic 13.2 18.6 33.7 22.1 12.3 4.9 20.5%

Asian 8.1 19.4 34.8 26.4 11.4 5.1 44.5%

Other 13.3 20 32.9 20.3 13.4 4.9 26.2%

Notes: All figures are weighted. 1-“very low” 7-“very high”
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and ethnicity groups. Black and Hispanic respondents had lower actual financial literacy
levels than Whites and Asians; yet, their self-rating of financial literacy was very similar to
that of Whites and Asians. The average self-rating was 5.1, 5, 4.9, and 5.1 among Whites,
Blacks, Hispanics, and Asians. While more people with low financial literacy choose ratings
between 1 and 3, the percentage of those doing so is fairly small. These findings raise
concerns that the gap between perception and reality can cause overconfidence when it
comes to critical financial decision-making. Again, similar findings are reported in other
papers (Lusardi & Mitchell, 2011b, Lusardi & Tufano, 2015).

4.3. Does financial literacy matter?
In this section, we examine the link between financial literacy and financial well-being. We
focus on three measures for financial well-being: retirement planning, financial fragility,
and debt burden. The survey asked people whether they have ever tried to figure out how
much they need to save for retirement (“retirement planning”), how confident they were
that they could come up with $2,000 if an unexpected need arose within the next month
(“financial fragility”); and how strongly they agreed that they had too much debt (“debt
burden”). The definition of the financial outcome variables and coding are shown in Table
A2 in the appendix.

Retirement planning is a good proxy for wealth accumulation (Lusardi & Mitchell,
2014a). An inability to come up with $2000 in a month has proven to be a good measure of
financial fragility (Lusardi et al., 2011). The question about debt indicates the health of the
household’s balance sheet, and how much debt is a burden (Lusardi & Tufano, 2015). These
variables are used as indicators of financial well-being.

Table 4 shows a simple tabulation of financial outcomes between people who correctly
answered and those who did not know the answer to the Big Three questions. We find that
retirement planning and financial literacy are positively correlated. Interestingly, the “do
not know responses” are highly indicative of failing to plan for retirement. For instance, if
someone answered “I don’t know” on the inflation question, then the person was over
twice as likely to be a non-planner than a planner (30.4% vs. 12.2%).

Financial literacy is also correlated with financial fragility. Responses to the three
financial literacy questions are strong predictors of the ability to come up with $2,000 in a
month. Among people who answered the Big Three correctly, 37% could come up with
$2,000 while only 13.4% could not.

The correlation between financial literacy and debt burden was weaker. Even among
those who answered correctly, a substantial proportion of them had too much debt. This
may be attributed to the constraints induced by student loans or mortgages, regardless of
households’ financial literacy levels.

Findings are similar when we consider the sample of working-age non-retirees (see
Table A3 in the Appendix).

4.3.1. A multivariate model of financial literacy and well-being
We now examine the relationship between financial literacy and the above measures of
financial well-being using OLS regressions (Table 5). We use three different model
specifications for financial literacy: in the first specification, the main independent
variable is an indicator for answering all the Big Three correctly. In the second
specification, the main independent variable is the total number of correct answers among
the Big Three questions. In the third specification, the main independent variables are
indicators for correctly answering each of the financial literacy questions. Results show
that, in all specifications, financial literacy is linked to planning for retirement, the ability
to come up with $2,000 within a month, and having a manageable level of debt.
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Respondents who answered all Big Three correctly had a 12.8 percentage point higher
likelihood of planning for retirement. Note that most of the gain is attributed to
understanding risk. When comparing the three dimensions of financial knowledge –
interest compounding, inflation, and risk diversification – understanding of risk
diversification is more relevant (0.107***) than inflation (0.038**) or interest compound-
ing (0.017***).

The demographic variables that correlate most with retirement planning are having a
college degree and higher income. Similar to other studies (Lusardi & Mitchell 2011b,
2014), people who suffered income shocks were more likely to plan for retirement.

Financial literacy is also positively related to financial resilience and good debt
management. Our results show that people who answered the Big Three correctly had a 6.3
percentage points lower likelihood of being financially fragile, and a 3.8 percentage points
lower likelihood of having too much debt. Comparing the three financial wellbeing
outcomes, we can see that financial literacy was most strongly associated with retirement
planning, and least associated with debt. These findings are similar to those of Angrisani
et al. (2023). Meta-analyses of financial education programs also show weaker effects on
debt (Kaiser et al., 2022).

Lastly, the demographic variables that correlate most with financial fragility are having
had an income shock (0.137***) and owning a home (−0.152***). The demographic variable
that correlated most with having too much debt was having had an income shock
(0.210***). See Tables A4 and A5 for the full set of estimates and estimates on the sample of
working-age non-retirees, respectively.

4.3.2. Robustness checks
One may argue that financial literacy could be an endogenous variable. For instance,
people may invest in financial education to better prepare for retirement, to be better able

Table 4. Financial literacy and financial well-being in the National Financial Capability Study (%). Full sample

Planners
Non-

planners

Not
Financially
Fragile

Financially
Fragile

Not too
much debt

Too
much
debt

Interest rate question

Correct 77.7 64.8 75.7 59.4 72.5 64.9

DK 8.7 19.5 10.5 22.8 14.7 15.6

Inflation question

Correct 64.7 45.7 61.0 39.4 57.3 46.3

DK 12.2 30.4 16.6 33.9 22.1 24.0

Risk diversification question

Correct 55.2 31.9 49.5 27.1 45.0 35.9

DK 30.5 55.8 37.5 59.4 43.6 47.7

Summary

Correct: Interest and inflation 58 38.0 54.5 30.3 50.4 38

Correct: All three 41.9 19.3 36.6 13.4 32.5 21.7

Number of correct answers
(among Big Three)

2.0 1.4 1.9 1.3 1.7 1.5
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Table 5. Financial literacy and financial well-being in the National Financial Capability Study, 2021. OLS estimates. Full sample.

Plan for retirement Financial fragility Have too much debt

All correct 0.128*** −0.063*** −0.038***

(0.01) (0.01) (0.01)

# correct 0.055*** −0.036*** −0.020***

(0.00) (0.00) (0.00)

Interest correct 0.017** −0.042*** −0.029***

(0.01) (0.01) (0.01)

Inflation correct 0.038*** −0.020*** −0.011

(0.01) (0.01) (0.01)

Risk correct 0.107*** −0.049*** −0.021***

(0.01) (0.01) (0.01)

Age −0.002* −0.003* −0.002* 0.013*** 0.013*** 0.013*** 0.011*** 0.011*** 0.011***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Age sq 0.000*** 0.000*** 0.000** −0.000*** −0.000*** −0.000*** −0.000*** −0.000*** −0.000***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Female −0.026*** −0.025*** −0.023*** 0.033*** 0.029*** 0.029*** 0.012 0.010 0.010

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

High school grad 0.038* 0.028 0.031 −0.059** −0.053** −0.054** 0.051** 0.055** 0.055**

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Some college 0.090*** 0.077*** 0.080*** −0.074*** −0.064*** −0.064*** 0.092*** 0.097*** 0.097***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

College grad 0.138*** 0.127*** 0.128*** −0.126*** −0.114*** −0.114*** 0.068*** 0.073*** 0.074***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

(Continued)
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Table 5. (Continued )

Plan for retirement Financial fragility Have too much debt

Post Graduate 0.183*** 0.175*** 0.175*** −0.142*** −0.132*** −0.132*** 0.101*** 0.106*** 0.106***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Single −0.032*** −0.030*** −0.031*** 0.023** 0.022** 0.022** −0.026** −0.026*** −0.026***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Separated/divorced −0.041*** −0.041*** −0.042*** 0.060*** 0.061*** 0.061*** 0.051*** 0.051*** 0.051***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Widow −0.068*** −0.069*** −0.068*** 0.024 0.024 0.023 0.024 0.024 0.024

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

25–50 K 0.047*** 0.044*** 0.044*** −0.135*** −0.132*** −0.132*** −0.007 −0.006 −0.006

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

50–100 K 0.148*** 0.144*** 0.144*** −0.241*** −0.236*** −0.236*** −0.036*** −0.034*** −0.034***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

100K� 0.218*** 0.217*** 0.215*** −0.296*** −0.292*** −0.292*** −0.094*** −0.092*** −0.092***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Self-employed −0.003 −0.002 −0.004 −0.031** −0.031** −0.031** −0.041*** −0.041*** −0.041***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Not employed −0.110*** −0.108*** −0.108*** 0.104*** 0.104*** 0.104*** −0.042*** −0.042*** −0.042***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Retired 0.046*** 0.049*** 0.048*** 0.003 0.002 0.002 −0.072*** −0.073*** −0.073***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Had income shock 0.090*** 0.090*** 0.089*** 0.138*** 0.137*** 0.138*** 0.210*** 0.210*** 0.210***

Constant 0.162*** 0.129*** 0.134*** 0.291*** 0.311*** 0.316*** 0.086** 0.097** 0.100***

(0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04)

# Obs 24950 24950 24950 25310 25310 25310 25741 25741 25741

R2 0.179 0.179 0.182 0.268 0.271 0.271 0.106 0.106 0.106

Note: Robust standard errors in parentheses; *for p < .1,
**for p < .05, and
***for p < .01. Full sample. Weights are used. Regression also controls for children, homeownership, and geographic regions. For full results see Appendix.
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to face shocks, or to better manage their debt. Moreover, measurement errors in financial
literacy could also lead to estimation bias.

To address these issues, we make use of another variable that is potentially more
exogenous than financial literacy. The survey provides information on exposure to
financial education. The following question was asked: “Was financial education offered by
a school or college you attended or a workplace where you were employed?”

(a) Yes, but I did not participate in the financial education
(b) Yes, and I did participate in the financial education
(c) No
(d) Don’t know
(e) Prefer not to say

In our sample, 10.44% of the respondents said they were offered financial education but
they did not participate, 21.92% said they participated, and 67.64% said they were not
offered financial education.

Table 6 replaces the financial literacy variables with exposure to financial education.
Here we only focus on whether financial education was offered, regardless of whether the
respondent participated. We find that both retirement planning and financial fragility are
affected by such exposure, but that is not the case for debt. Exposure to financial education
is associated with an 11.3 percentage point increase in the likelihood of people planning
for retirement and a 6.2 percentage point decrease in the likelihood of being financially
fragile. These results are consistent with previous findings using financial literacy
(Angrisani et al., 2023) and the fact that many financial education programs, in particular
those in the workplace, focus more on retirement savings and do not often cover topics
such as debt and debt management. See Table A6 for the full set of estimates.

5. Concluding remarks

Over the last several decades, financial institutions in the US have changed substantially.
The transition from DB to DC plans has shifted the responsibility of planning and saving for
retirement from employers to employees. Moreover, the decades-long low-interest rate
environment stimulated both borrowing and consumption and discouraged savings.

More recently, however, economic conditions have changed quickly due to both
unexpected events and policy changes. The COVID-19 pandemic was not only a health
shock, but also an economic shock that threatened many people’s job security. The
pandemic was followed by a hike in inflation to levels unseen since the 1980s, followed by a
subsequent increase in interest rates by the Federal Reserve to curb inflation. These
disruptions to job security, income stability, inflation, and interest rates all brought new
challenges to people’s financial well-being.

This paper uses data from the 2021 NFCS to examine financial literacy among
Americans. We focus on three dimensions of financial knowledge: interest rates, inflation,
and risk diversification. Our results show that financial literacy continues to be low in the
US. In particular, people who are younger, female, less educated, and not employed have
the lowest level of financial knowledge. Many respondents in the survey were ill-informed
about their true level of financial knowledge and mistakenly overconfident about their
ability.

Since inflation was a particular challenge for many American families in 2021–2023, we
focus particularly on people’s understanding of inflation. Results show that those over 65
knew more about inflation than younger age groups. This could be attributed to the fact
that they lived through the inflationary periods in the 1970s and 1980s.
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Table 6. Exposure to financial education and financial well-being, OLS estimates

Retirement planning Financially fragile Too much debt

Full
sample

Non-retir-
ees, 25–65

Full
sample

Non-retir-
ees, 25–65

Full
sample

Non-retir-
ees, 25–65

Financial education was offered in
school or the workplace

0.113*** 0.111*** −0.062*** −0.072*** 0.006 0.013

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Age 0.001 −0.011*** 0.012*** 0.020*** 0.011*** 0.004

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Age sq 0.000 0.000*** −0.000*** −0.000*** −0.000*** −0.000**

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Female −0.038*** −0.047*** 0.041*** 0.041*** 0.018** 0.026***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

High school grad 0.037* 0.004 −0.052** −0.013 0.043* 0.059**

(0.02) (0.02) (0.03) (0.03) (0.02) (0.03)

Some college 0.085*** 0.058** −0.065*** −0.029 0.078*** 0.110***

(0.02) (0.02) (0.03) (0.03) (0.02) (0.03)

College grad 0.148*** 0.133*** −0.124*** −0.099*** 0.047** 0.062**

(0.02) (0.03) (0.03) (0.03) (0.02) (0.03)

Post Graduate 0.193*** 0.163*** −0.139*** −0.120*** 0.086*** 0.132***

(0.02) (0.03) (0.03) (0.03) (0.03) (0.03)

Single −0.027*** −0.003 0.022** 0.018 −0.024** −0.027**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Separated/divorced −0.041*** −0.021 0.056*** 0.072*** 0.051*** 0.056***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.02)

Widow −0.075*** −0.070** 0.016 0.037 0.022 0.004

(0.02) (0.03) (0.02) (0.04) (0.02) (0.03)

25–50 K 0.050*** 0.052*** −0.134*** −0.146*** −0.007 −0.017

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

50−100K 0.162*** 0.160*** −0.245*** −0.273*** −0.040*** −0.019

(0.01) (0.01) (0.01) (0.02) (0.01) (0.02)

100K� 0.234*** 0.254*** −0.302*** −0.345*** −0.102*** −0.084***

(0.01) (0.02) (0.01) (0.02) (0.01) (0.02)

Self-employed −0.000 −0.013 −0.035*** −0.047*** −0.046*** −0.053***

(0.01) (0.02) (0.01) (0.01) (0.01) (0.02)

Not employed −0.108*** −0.110*** 0.099*** 0.082*** −0.046*** −0.032**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Retired 0.054*** −0.002 −0.078***

(0.01) (0.01) (0.01)

Had income shock 0.079*** 0.088*** 0.143*** 0.154*** 0.208*** 0.217***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

(Continued)
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The responses to the Big Three financial literacy questions help predict people’s
financial behaviors and well-being. Those who answered those questions correctly were
much more likely to have planned for retirement, remained financially resilient, and
managed their debt better. In addition, exposure to financial education in school or at the
workplace was linked to an increased level of financial well-being.

In recent years, academics and policymakers have advocated for improving financial
literacy. Financial education in school is one key for many young people to gain a
foundation in financial literacy. Meanwhile, we should not underestimate the value of
alternative and continued forms of financial education, including in the workplace. This
education should be more holistic and cover topics well beyond retirement savings.

Our results also show that Black Americans had the lowest financial literacy levels of all
subgroups examined, implying a need for programs better targeted to the needs of specific
groups. In addition, women were consistently found to have lower financial literacy, even
after controlling for age, education, and socioeconomic status. Studies have found that
women are more likely to encounter challenges in managing finances after a divorce or
losing a spouse (Holden & Smock, 1991; Streeter, 2020; Zick & Holden, 2000). Effective
financial literacy programs are needed to help women take control of their financial lives
and close the gender gap in financial knowledge.
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Appendix A.

Table A1. Summary Statistics, NFCS 2021

Full data Age 25–65

Financial well-being and behaviors

Planning for retirement 0.45 0.42

Financial fragility* 0.31 0.34

Have too much debt* 0.34 0.38

Financial literacy questions

All correct 0.29 0.27

Number of correct answers (among big 3) 1.64 1.61

Financial education

Offered but no participation 0.10 0.10

Offered and participated 0.23 0.22

No offering 0.67 0.68

Demographics

Age 47.14 45.32

Male 0.49 0.49

Female 0.51 0.51

Less than high school 0.03 0.03

High school grad 0.28 0.27

Some college 0.39 0.38

College grad 0.21 0.22

Post Graduate 0.09 0.09

Married 0.47 0.50

Single 0.36 0.34

Separated/divorced 0.13 0.14

Widow 0.04 0.02

Income: <25K 0.25 0.24

Income: 25–50 K 0.25 0.24

Income: 50–100 K 0.31 0.31

Income: 100K� 0.19 0.21

Self-employed 0.08 0.09

Not employed 0.24 0.27

Working 0.46 0.54

Retired 0.21 0.10

Income shock: No income shock 0.74 0.71

(Continued)
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Table A1. (Continued )

Full data Age 25–65

Income shock: Had income shock 0.26 0.29

No kids or no financially dependent kids 0.66 0.58

One kid 0.15 0.18

Two kids 0.12 0.15

Three kids 0.05 0.06

Four� kids 0.03 0.04

Not own home 0.42 0.43

Own home 0.58 0.57

Northeast 0.17 0.17

Midwest 0.21 0.20

South 0.38 0.38

West 0.24 0.24

Observations 27,118 19,073

Notes: (1) Figures are weighted.
(2) We define someone as financially fragile if they responded to the question “How confident are
you that you could come up with $2,000 if an unexpected need arose within the next month” with
either “I could probably not come up with $2,000" or “I am certain I could not come up with
$2,000.”
(3) People were asked “How strongly do you agree or disagree with the following statement? – I have
too much debt right now.” The response options include 1 (strongly disagree); 2; 3; 4 (neither agree
nor disagree); 5; 6; and 7 (strongly agree). We define someone as having too much debt if they chose
5, 6, or 7.

188 Annamaria Lusardi and Jialu L. Streeter

https://doi.org/10.1017/flw.2023.13 Published online by Cambridge University Press

https://doi.org/10.1017/flw.2023.13


Table A2. Survey questions on financial outcomes

Outcome
measure Survey questions in the NFCS 2021 Coding

Retirement
planning

“Have you ever tried to figure out how much you need to save for
retirement?”
1 – Yes
2 – No
98 – don’t know
99 – prefer not to say

Retirement planner
if the response
is 1.

Financial
fragility

“How confident are you that you could come up with $2,000 if an
unexpected need arose within the next month?”
1 – I am certain I could come up with the full $2,000
2 – I could probably come up with $2,000
3 – I could probably not come up with $2,000
4 – I am certain I could not come up with $2,000
98 – don’t know
99 – prefer not to say

Financially fragile if
the response is 3
or 4.

Debt burden “How strongly do you agree or disagree with the following
statement? – I have too much debt right now.”
1 – strongly disagree.
2
3
4 – neither agree nor disagree.
5
6
7 – strongly agree.
98 – don’t know.
99 – prefer not to say.

Too much debt if
the response is 5,
6, or 7.

Note: For all three measures, 98 and 99 are treated as missing.

Table A3. Financial literacy and financial well-being. National Financial Capability Study (%). Non-retirees age 25–65.

Planners
Non-

planners
Not
fragile Fragile

Not too much
debt

Too much
debt

Interest rate question

Correct 77.8 64.5 75.4 61.0 71.7 66.4

DK 8.4 19.7 10.5 21.8 15.5 14.9

Inflation question

Correct 60.1 43.5 57.0 38.9 53.2 45.3

DK 12.5 31 17.2 33.6 23.3 24.2

Risk diversification question

Correct 52.4 30.4 46.9 26.5 41.9 35.3

DK 31 57.4 38.5 60.4 45.7 48.3

Summary

Correct: Interest and Inflation 54.1 36.1 51.0 30.4 46.6 37.8

Correct: All three 38.6 17.6 33.6 13.0 29.0 21.4

Number of correct answers (among
Big Three)

1.9 1.4 1.8 1.3 1.7 1.5

Note: Sample consists of 17,287 non-retired respondents age 25–65. DK indicates respondent doesn’t know.
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Table A4. Financial literacy and financial well-being. National Financial Capability Study, 2021. OLS estimates. Full sample.

Plan for retirement Financial fragility Have too much debt

All correct 0.128*** −0.063*** −0.038***

(0.01) (0.01) (0.01)

# correct 0.055*** −0.036*** −0.020***

(0.00) (0.00) (0.00)

Interest correct 0.017** −0.042*** −0.029***

(0.01) (0.01) (0.01)

Inflation correct 0.038*** −0.020*** −0.011

(0.01) (0.01) (0.01)

Risk correct 0.107*** −0.049*** −0.021***

(0.01) (0.01) (0.01)

Age −0.002* −0.003* −0.002* 0.013*** 0.013*** 0.013*** 0.011*** 0.011*** 0.011***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Age sq 0.000*** 0.000*** 0.000** −0.000*** −0.000*** −0.000*** −0.000*** −0.000*** −0.000***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Female −0.026*** −0.025*** −0.023*** 0.033*** 0.029*** 0.029*** 0.012 0.010 0.010

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

High school grad 0.038* 0.028 0.031 −0.059*** −0.053** −0.054** 0.051** 0.055** 0.055***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Some college 0.090*** 0.077*** 0.080*** −0.074*** −0.064*** −0.064*** 0.092*** 0.097*** 0.097***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

College grad 0.138*** 0.127*** 0.128*** −0.126*** −0.114*** −0.114*** 0.068*** 0.073*** 0.074***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

(Continued)
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Table A4. (Continued )

Plan for retirement Financial fragility Have too much debt

Post Graduate 0.183*** 0.175*** 0.175*** −0.142*** −0.132*** −0.132*** 0.101*** 0.106*** 0.106***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Single −0.032*** −0.030*** −0.031*** 0.023** 0.022** 0.022** −0.026** −0.026*** −0.026***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Separated/divorced −0.041*** −0.041*** −0.042*** 0.060*** 0.061*** 0.061*** 0.051*** 0.051*** 0.051***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Widow −0.068*** −0.069*** −0.068*** 0.024 0.024 0.023 0.024 0.024 0.024

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

25–50 K 0.047*** 0.044*** 0.044*** −0.135*** −0.132*** −0.132*** −0.007 −0.006 −0.006

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

50–100 K 0.148*** 0.144*** 0.144*** −0.241*** −0.236*** −0.236*** −0.036*** −0.034*** −0.034***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

100K� 0.218*** 0.217*** 0.215*** −0.296*** −0.292*** −0.292*** −0.094*** −0.092*** −0.092***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Self-employed −0.003 −0.002 −0.004 −0.031** −0.031** −0.031** −0.041*** −0.041*** −0.041***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Not employed −0.110*** −0.108*** −0.108*** 0.104*** 0.104*** 0.104*** −0.042*** −0.042*** −0.042***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Retired 0.046*** 0.049*** 0.048*** 0.003 0.002 0.002 −0.072*** −0.073*** −0.073***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Had income shock 0.090*** 0.090*** 0.089*** 0.138*** 0.137*** 0.138*** 0.210*** 0.210*** 0.210***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)
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Table A4. (Continued )

Plan for retirement Financial fragility Have too much debt

One kid 0.029*** 0.033*** 0.032*** 0.024** 0.021** 0.022** 0.051*** 0.049*** 0.049***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Two kids 0.014 0.016 0.016 0.020* 0.018* 0.018* 0.051*** 0.050*** 0.050***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Three kids −0.013 −0.010 −0.011 0.005 0.002 0.002 0.069*** 0.067*** 0.067***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Four� kids 0.026 0.031 0.029 −0.019 −0.024 −0.022 0.099*** 0.097*** 0.097***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Own home 0.104*** 0.104*** 0.104*** −0.152*** −0.151*** −0.152*** −0.055*** −0.054*** −0.055***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Midwest 0.017 0.016 0.018 0.017 0.018* 0.018* 0.033*** 0.034*** 0.034***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

South 0.031*** 0.029*** 0.030*** 0.037*** 0.038*** 0.038*** 0.023** 0.023** 0.023**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

West 0.037*** 0.035*** 0.036*** −0.005 −0.003 −0.004 0.015 0.016 0.016

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Constant 0.162*** 0.129*** 0.134*** 0.291*** 0.311*** 0.316*** 0.086** 0.097** 0.100***

(0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04)

Observations 24950 24950 24950 25310 25310 25310 25741 25741 25741

R2 0.179 0.179 0.182 0.268 0.271 0.271 0.106 0.106 0.106

Note: Robust standard errors in parentheses; *for p < .1,
**for p < .05, and
***for p < .01. Full sample. Weights are used.
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Table A5. Financial literacy and financial well-being. National Financial Capability Study, 2021. OLS estimates. Non-retirees age 25–65.

Plan for retirement Financial fragility Have too much debt

All correct 0.130*** −0.063*** −0.038***

(0.01) (0.01) (0.01)

# correct 0.052*** −0.031*** −0.020***

(0.00) (0.00) (0.00)

Interest correct 0.031*** −0.029*** −0.022**

(0.01) (0.01) (0.01)

Inflation correct 0.021** −0.012 −0.013

(0.01) (0.01) (0.01)

Risk correct 0.105*** −0.053*** −0.025**

(0.01) (0.01) (0.01)

Age −0.014*** −0.014*** −0.013*** 0.021*** 0.021*** 0.021*** 0.004 0.004 0.004

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Age sq 0.000*** 0.000*** 0.000*** −0.000*** −0.000*** −0.000*** −0.000*** −0.000* −0.000**

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Female −0.036*** −0.036*** −0.035*** 0.031*** 0.029*** 0.029*** 0.019** 0.017* 0.017*

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

High school grad 0.012 0.002 0.006 −0.022 −0.016 −0.017 0.063** 0.067** 0.067**

(0.02) (0.02) (0.02) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

Some college 0.069*** 0.056** 0.059** −0.041 −0.032 −0.034 0.119*** 0.125*** 0.125***

(0.02) (0.02) (0.02) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

College grad 0.133*** 0.122*** 0.125*** −0.106*** −0.096*** −0.098*** 0.078*** 0.085*** 0.084***

(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
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Table A5. (Continued )

Plan for retirement Financial fragility Have too much debt

Post Graduate 0.167*** 0.157*** 0.160*** −0.130*** −0.122*** −0.123*** 0.142*** 0.148*** 0.148***

(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

Single −0.012 −0.010 −0.011 0.018* 0.018* 0.018* −0.029** −0.029** −0.029**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Separated/divorced −0.025* −0.025* −0.025* 0.080*** 0.081*** 0.081*** 0.060*** 0.061*** 0.060***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.02) (0.02) (0.02)

Widow −0.072*** −0.069** −0.068** 0.056* 0.056* 0.055* 0.013 0.012 0.012

(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

25–50 K 0.049*** 0.045*** 0.046*** −0.144*** −0.141*** −0.142*** −0.017 −0.015 −0.015

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

50–100 K 0.143*** 0.139*** 0.140*** −0.271*** −0.267*** −0.267*** −0.022 −0.019 −0.019

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.02) (0.02) (0.02)

100K� 0.236*** 0.236*** 0.235*** −0.340*** −0.337*** −0.337*** −0.079*** −0.077*** −0.077***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Self-employed −0.011 −0.010 −0.012 −0.042*** −0.042*** −0.041*** −0.049*** −0.049*** −0.049***

(0.02) (0.02) (0.02) (0.01) (0.01) (0.01) (0.02) (0.02) (0.02)

Not employed −0.107*** −0.107*** −0.105*** 0.087*** 0.087*** 0.086*** −0.029** −0.029** −0.030**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Had income shock 0.101*** 0.100*** 0.099*** 0.145*** 0.145*** 0.146*** 0.218*** 0.218*** 0.218***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

One kid 0.048*** 0.051*** 0.050*** 0.017 0.015 0.016 0.027** 0.025** 0.025**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)
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Table A5. (Continued )

Plan for retirement Financial fragility Have too much debt

Two kids 0.034*** 0.035*** 0.035*** 0.014 0.013 0.013 0.017 0.016 0.016

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Three kids −0.001 0.001 0.000 0.006 0.004 0.004 0.041** 0.040** 0.040**

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Four� kids 0.038* 0.041* 0.039* −0.031 −0.034 −0.032 0.065*** 0.063*** 0.064***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Own home 0.085*** 0.086*** 0.085*** −0.137*** −0.137*** −0.137*** −0.059*** −0.059*** −0.059***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Midwest 0.023 0.022 0.025* 0.016 0.017 0.016 0.044*** 0.045*** 0.045***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.02) (0.02) (0.02)

South 0.031** 0.029** 0.032** 0.035*** 0.036*** 0.035*** 0.028* 0.028** 0.028**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

West 0.040*** 0.038*** 0.040*** −0.010 −0.008 −0.009 0.026* 0.027* 0.026*

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Constant 0.371*** 0.337*** 0.334*** 0.135* 0.154** 0.157** 0.269*** 0.281*** 0.282***

(0.08) (0.08) (0.08) (0.07) (0.07) (0.07) (0.08) (0.08) (0.08)

Observations 15946 15946 15946 16134 16134 16134 16451 16451 16451

R2 0.178 0.177 0.180 0.281 0.282 0.282 0.079 0.080 0.080

Note: Robust standard errors in parentheses; *for p < .1,
**for p < .05, and
***for p < .01. Data are for non-retirees age 25–65. Weights are used.
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Table A6. Exposure to financial education and financial well-being. OLS estimates.

Retirement planning Financially fragile Too much debt

Full sample Non-retirees, 25–65 Full sample Non-retirees, 25–65 Full sample Non-retirees, 25–65

Financial education was offered in school or the workplace 0.113*** 0.111*** −0.062*** −0.072*** 0.006 0.013

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Age 0.001 −0.011*** 0.012*** 0.020*** 0.011*** 0.004

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Age sq 0.000 0.000*** −0.000*** −0.000*** −0.000*** −0.000**

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Female −0.038*** −0.047*** 0.041*** 0.041*** 0.018** 0.026***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

High school grad 0.037* 0.004 −0.052** −0.013 0.043* 0.059**

(0.02) (0.02) (0.03) (0.03) (0.02) (0.03)

Some college 0.085*** 0.058** −0.065*** −0.029 0.078*** 0.110***

(0.02) (0.02) (0.03) (0.03) (0.02) (0.03)

College grad 0.148*** 0.133*** −0.124*** −0.099*** 0.047* 0.062**

(0.02) (0.03) (0.03) (0.03) (0.02) (0.03)

Post Graduate 0.193*** 0.163*** −0.139*** −0.120*** 0.086*** 0.132***

(0.02) (0.03) (0.03) (0.03) (0.03) (0.03)

Single −0.027*** −0.003 0.022** 0.018 −0.024** −0.027**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Separated/divorced −0.041*** −0.021 0.056*** 0.072*** 0.051*** 0.056***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.02)

Widow −0.075*** −0.070** 0.016 0.037 0.022 0.004

(0.02) (0.03) (0.02) (0.04) (0.02) (0.03)
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Table A6. (Continued )

Retirement planning Financially fragile Too much debt

Full sample Non-retirees, 25–65 Full sample Non-retirees, 25–65 Full sample Non-retirees, 25–65

25–50 K 0.050*** 0.052*** −0.134*** −0.146*** −0.007 −0.017

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

50–100K 0.162*** 0.160*** −0.245*** −0.273*** −0.040*** −0.019

(0.01) (0.01) (0.01) (0.02) (0.01) (0.02)

100K� 0.234*** 0.254*** −0.302*** −0.345*** −0.102*** −0.084***

(0.01) (0.02) (0.01) (0.02) (0.01) (0.02)

Self-employed −0.000 −0.013 −0.035*** −0.047*** −0.046*** −0.053***

(0.01) (0.02) (0.01) (0.01) (0.01) (0.02)

Not employed −0.108*** −0.110*** 0.099*** 0.082*** −0.046*** −0.032**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Retired 0.054*** −0.002 −0.078***

(0.01) (0.01) (0.01)

Had income shock 0.079*** 0.088*** 0.143*** 0.154*** 0.208*** 0.217***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

One kid 0.021* 0.041*** 0.028*** 0.022* 0.057*** 0.031**

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Two kids 0.002 0.021 0.021* 0.015 0.051*** 0.015

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Three kids −0.032* −0.015 0.009 0.009 0.074*** 0.045**

(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)

Four� kids −0.001 0.010 −0.018 −0.027 0.096*** 0.064**

(0.02) (0.02) (0.02) (0.02) (0.02) (0.03)
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Table A6. (Continued )

Retirement planning Financially fragile Too much debt

Full sample Non-retirees, 25–65 Full sample Non-retirees, 25–65 Full sample Non-retirees, 25–65

Own home 0.105*** 0.091*** −0.153*** −0.139*** −0.054*** −0.062***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Midwest 0.008 0.013 0.018 0.017 0.032*** 0.039**

(0.01) (0.02) (0.01) (0.01) (0.01) (0.02)

South 0.019 0.019 0.040*** 0.035*** 0.024** 0.026*

(0.01) (0.01) (0.01) (0.01) (0.01) (0.02)

West 0.030** 0.033** −0.009 −0.015 0.011 0.016

(0.01) (0.02) (0.01) (0.01) (0.01) (0.02)

Constant 0.078* 0.308*** 0.326*** 0.149* 0.096** 0.266***

(0.04) (0.08) (0.04) (0.08) (0.04) (0.08)

Observations 22916 14656 23200 14796 23587 15072

R2 0.181 0.181 0.266 0.280 0.104 0.078

Note: Robust standard errors in parentheses; *for p < .1,
**for p < .05, and
***for p < .01. Weights are used.
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