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Abstract

Purpose – This article describes financial professionals’ perceptions of their clients’ financial behaviors and
the explanatory factors underlying these behaviors.
Design/methodology/approach – In this qualitative research, the authors seek to understand financial
professionals’ experiences in relation to how their clients manage their own finances. The authors conduct and
analyze 26 semi-structured interviews with financial professionals from several industries within the financial
sector in Canada.
Findings – The professionals in this study noted that despite their clients’ financial knowledge, several other
factors can explain these individuals’ financial behaviors. They include psychological factors (such as financial
bias, the need for instant gratification, and the lack of awareness regarding the long-term effects of certain
types of financial behaviors), financial habits (such as lifestyle, financial planning and lack of discipline) and the
financial system’s flexibility with respect to debt financing and repayment. These perceptions are categorized
according to whether they are related to debt financing or repayment, savings or investments.
Originality/value – By using a qualitative methodology that relies on the perceptions of financial
professionals, this study aims to better understand the financial behaviors of individuals and households, and
these behaviors’ underlying factors. This study’s findings could be useful to various stakeholders interested, in
one way or another, in financial literacy, such as organizations aiming to strengthen and promote financial
literacy, educators, researchers, regulatory bodies of financial institutions and financial advisers.
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1. Introduction
This article investigates the perceptions of financial professionals in relation to their clients’
financial behaviors and the explanatory factors underlying these behaviors. Financial
professionals are likely to have a better than average understanding of people’s financial
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behaviors and the effects these behaviors have on the financial well-being of individuals and
households (Adam et al., 2017; Philippas and Avdoulas, 2020). Nowadays, it is a reality that
individuals in countries around the world experience financial stress that can jeopardize their
financial well-being. For example, the ninth edition of the European consumer payment
report, covering 24 European countries, notes that 69% of Europeans are concerned about
how inflation affects their financial well-being and more than 50% are worried about their
retirement (Intrum, 2021). Americans also report that money is a source of stress (65%)
(American Psychological Association, 2022), and Canadians are saying that they are losing
sleep over issues related to their finances (48%) (FP Canada, 2018).

Netemeyer et al. (2018) conceptualize financial well-being in terms of two interrelated
constructs: the stress of managing daily household finances and the sense of security about
the household’s financial future. In this regard, a number of research studies highlight the
negative influence financial stress and lack of financial security can have on individuals,
including their physical and psychological health (French and McKillop, 2017; Sinclair and
Cheung, 2016; Skinner et al., 2004), their absenteeism from and productivity at work (Kaur
et al., 2021; Kim et al., 2006), their life satisfaction (Howell et al., 2013), and the timing of their
retirement (Gustman et al., 2010). Financial well-being is therefore a fundamental component
of living well in today’s society.

In general, studies point to individuals’ suboptimal financial decisions with respect to
savings, investments, and debt (Behrman et al., 2012; Boisclair et al., 2017; Bucher-Koenen
et al., 2017; Gathergood, 2012; Stango and Zinman, 2009; Uppal, 2016). Moreover, several
sources of statistical data point to the need for concern about the financial decisions of
individuals and households. For example, European statistics show an average debt-to-
income ratio of 96.3% in the Eurozone, for 2020, with ratios as high as 214.6% (Eurostats,
2022). According to a 2020 OECD survey carried out in southeastern Europe, more than 60%
of respondents admit to not having a long-term financial goal, 33% consider that they do not
actively save, and 37% do not prepare budgets (OECD, 2020). The same phenomenon is
observed in North America. According to a recent FINRA (2022) report, only 43% of
Americans spend less than their disposable income, 40% are unable to pay their monthly
credit card balance in full, and only 43% are confident of being able to access $2,000 quickly if
the need arises. According to the 2019 Canadian Financial Capability Survey (Canada
Financial Consumer Agency, 2019), the average debt of Canadian households is 177% of
disposable income; 53% of Canadians do not know how much money to save periodically to
achieve financial independence during their retirement, and only 49% are budgeting.

Given these statistics and the fact that several studies observe low levels of financial literacy
in several regions around the world (Behrman et al., 2012; Boisclair et al., 2017; Garg and Singh,
2018; Gathergood and Weber, 2017; Keown, 2011; Uppal, 2016), it is not surprising that many
academics and government organizations are interested in learning more about the financial
behaviors of individuals and households (Brown et al., 2016; Bucher-Koenen et al., 2017; Disney
and Gathergood, 2013; Keown, 2011; Perry and Morris, 2005; Walstad et al., 2010). However,
evenwith a large number of studies on financial literacy, the concept of financial literacy and its
relationship to financial management decision-making remains unclear (Warmath and
Zimmerman, 2019). Further, some studies find that interventions to increase the level of
financial literacy have not always been effective (Fernandes et al., 2014; Kaiser and Menkhoff,
2017; Miller et al., 2015), and the problem of financial illiteracy persists (Fairfax, 2018).

Low financial literacy can translate to persistent, suboptimal financial behaviors despite
the fact these behaviors influence individuals’ financial and overall well-being (Dolan et al.,
2008; Netemeyer et al., 2018). For this reason, it is important to understandwhatmotivates the
financial behaviors that undermine individuals and households’ financial well-being. Messy
and Monticone (2016) argue that financial literacy is a critical twentieth century skill for
consumer protection and financial inclusion. Potrich andVieira (2018) note that this has never
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been more true than for today, given the vast array of financial products and services
available to individuals and their ever-increasing complexity.

To achieve this study’s objective, we used a qualitative research method and a
comprehensive description-interpretive process that makes it possible to understand the
meaning social actors give to their experience through their own discourse (Anad�on and
Guillemette, 2006; Denis et al., 2019; Karsenti, 2018). From an epistemological point of view,
qualitative research is seen as an approach that makes it possible to study a phenomenon in
all its facets and dimensions, depending on the objective the researcher is targeting (Johnson
and Christensen, 2004; Paill�e, 1996). This approach seems appropriate to our study since we
are interested in the financial professional’s perceptions of their clients’ financial behaviors.
Our particular focus is a novelty in the field of financial literacy research as it is on financial
professionals’ perceptions of this phenomenon.

The remainder of this article is organized as follows. Section 2 reviews the literature on
different aspects surrounding financial behaviors, followed by the theoretical framework in
section 3. The data and methodology are presented in section 4. In section 5, we discuss the
research results. Finally, section 6 is devoted to our conclusions, contributions, limits,
implications, and future research.

2. Literature review
2.1 Financial literacy
There is still no consensus on how to define the concept of financial literacy (Hung et al., 2009;
Huston, 2010; Lusardi and Mitchell, 2014). This poses major challenges for a quantitative
research that aims to assess financial literacy (Allgood andWalstad, 2016). Hasting et al. (2013,
p. 349) note that the 1997 JumpStart survey defines financial literacy as “the ability to use the
knowledge and skills necessary to effectively manage one’s financial resources for lifetime
financial security.” However, Oehler et al. (2018) extend this definition when they argue that
financial literacy is “not only the knowledge and understanding of financial concepts and risk,
but also the skills, motivation and confidence to apply that knowledge to make effective
decisions” (p. 206). In its definition, the Organization for Economic Cooperation and
Development (OECD) (2016) adds further dimensions by defining financial literacy as “ . . . a
combination of awareness, knowledge, skills, attitudes and behaviors needed to make sound
financial decisions and achieve financial well-being.” Thus, the concept of financial literacy is
multi-dimensional and, in addition to knowledge and education, it integrates components that
are related to the actual financial skills and attitudes required formoneymanagement (Morgan
and Long, 2020). In addition to all of these interrelated dimensions, the literature points to other
components of the financial literacy construct that can influence financial behaviors, such as
self-control (Gathergood, 2012) and having a sense of self-efficacy (Xiao et al., 2014).

2.2 Financial knowledge and financial education
Several studies focus on individuals’ financial knowledge and how a lack of knowledge may
be the basis of unfavorable financial behavior. These studies focus on individuals’ general
financial knowledge (Allgood and Walstad, 2016; Henager and Cude, 2016), or on specific
dimensions of household financial management (i.e. savings, credit cards, investments, etc.).
Many of these studies use surveys to measure financial knowledge and then aggregate the
responses and create indicators (Hastings et al., 2013; Lusardi and Mitchell, 2011). Several
authors use an alternative approach to assess individuals’ financial knowledge, which is to
ask participants to self-assess their financial knowledge (Kim et al., 2020; Porto and Xiao,
2016; Xiao et al., 2022). In general, research on the effects of financial knowledge, whether
measured subjectively (through self-assessment by asking people to rate their level of
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financial knowledge) [1] or more objectively (through knowledge-based test questions) [2],
tends to show that financial knowledge positively influences financial behavior (Allgood and
Walstad, 2016; De Bassa Scheresberg, 2013).

Studies also show that people tend to overestimate their levels of financial knowledge (Porto
and Xiao, 2016; Xiao et al., 2022) and that overconfidence (when there is a large gap between
objective and subjective knowledge) can lead to harmful financial behaviors (Kim et al., 2020;
Porto and Xiao, 2016; Xiao et al., 2022). The observed lack of financial knowledge led to several
interventions being put in place to promote financial education in schools, workplaces, and
other settings. Research focuses on whether those interventions are effective, with the results
tending to show that, on average, financial education encourages healthier financial behaviors
(Kaiser et al., 2022; Kaiser and Menkhoff, 2017; Miller et al., 2015). However, the fact remains
that, in some cases, these interventions are not very effective, depending on the areas targeted,
the particularities of the interventions, and the context (Fernandes et al., 2014; Kaiser and
Menkhoff, 2017; Miller et al., 2015). Indeed, “[d]espite the many initiatives to foster financial
literacy, the effectiveness of financial education is debated in quite fundamental ways” (Kaiser
et al., 2022, p. 256) and, to be effective, education interventions should be thought out and
adapted to specific needs and situations (Kaiser and Menkhoff, 2017).

2.3 Financial behaviors
The concept of behavior has several meanings in the scientific literature. These definitions
vary according to the field but highlight several similar elements. In social psychology,
several classical theorists, such as Fishbein andAjzen (1975), see human behavior as “doing”;
this is where a human action is generally influenced by individual intentions, attitudes,
norms, and beliefs. In the field of financial management, authors such as Xiao (2008) associate
this human action with the management of money (in cash, credit, and savings). For Arofah
et al. (2018), individuals’ financial behaviors and decisions are often determined by various
external (culture, social class, social groups) and internal (self-esteem) factors that are related
to the individual’s self-motivation, learning, and personality.

Many studies on financial behavior look at a set of financial knowledge indicators
(i.e. borrowing, saving, and investing) to test whether general financial knowledge influences
financial behavior (De Bassa Scheresberg, 2013; Shih and Ke, 2014; Yap et al., 2018), while
other studies focus solely on a specific financial behavior such as saving (Brounen et al., 2016),
or debt (Brown et al., 2016), or investment decisions (Van Rooij et al., 2011).

2.4 Financial behaviors regarding debt, saving, and investment
2.4.1 Debt financing. Studies tend to show a link between the debt individuals take on and
their level of financial literacy asmeasured by their financial knowledge. Notably, individuals
with lower levels of financial literacy have a greater propensity to accumulate debt (Disney
and Gathergood, 2013; Lusardi and Tufano, 2015; Stango and Zinman, 2009) and to take on
debt at higher borrowing costs (Gathergood and Weber, 2017; Huston, 2012; Lusardi and De
Bassa Scheresberg, 2013). This relationship is observed both in the context of credit cards
(Huston, 2012; Lee and Kim, 2020) and mortgages (Gathergood and Weber, 2017). Some
studies also address other dimensions of financial literacy. For example, Gathergood and
Weber (2017) show that individuals’ short-term biases and self-reported impulsiveness
influence the determinants of their mortgage choices. Speaking of credit cards, Lee and Kim
(2020) show that planning is negatively related to credit card cash advances. These authors
also show that individuals who are overconfident in their financial literacy are more likely to
incur debt through taking cash advances on their credit cards.

2.4.2 Debt repayment. Research that focuses on debt repayment is mostly interested in
credit card and mortgage debt. With respect to credit cards, results from a study by
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Allgood and Walstad (2016) reveal that individuals with lower objective and subjective
financial knowledge are more likely to make only minimum payments on their credit card
balances and to exceed their credit limits. In their study, Lee and Kim (2020) find essentially
the same results as Allgood and Walstad (2016) in the context of millennials (also known as
Generation Y). These same researchers also focus on mortgage payments, as this is generally
a major debt within households. The findings of these studies again confirm the positive
influence of financial knowledge on financial behavior. When looking at how education
changes financial behaviors related to debt management, study results are not as clear. In
their meta-analysis, Kaiser and Menkhoff (2017) and Miller et al. (2015) find that financial
behaviors related to debt management are more difficult to influence, even with the help of
educational interventions.

2.4.3 Savings.With respect to savings decisions, researchers find that these are generally
positively related to the level of financial literacy as measured by individuals’ financial
knowledge (Behrman et al., 2012; De Bassa Scheresberg, 2013; Henager and Cude, 2016;
Lusardi andMitchell, 2011). Different aspects related to savings are focused on, such as long-
term savings (Henager and Cude, 2016), voluntary savings (Landerretche and Mart�ınez,
2013), saving for precautionary reasons (De Bassa Scheresberg, 2013), and saving for
retirement (Behrman et al., 2012; De Bassa Scheresberg, 2013; Lusardi and Mitchell, 2011).
While some authors focus on the effect of knowledge on financial behavior, others such as
Morgan and Long (2020) and Henager and Cude (2016) explore the influence of certain
psychological dimensions (attitudes, confidence) on these same behaviors. In general, the
results of these studies show that psychological aspects can impact individual and household
savings behaviors. The results on the effects of education on financial behaviors are also
encouraging, since Miller et al.’s (2015) meta-analysis finds that, overall, financial education
has a positive impact on savings. However, even with these optimistic results, four of the six
papers analyzed inMiller et al.’s (2015) meta-analysis are not able to reject the null hypothesis
and cannot conclude that there is a positive effect of education on financial behavior.

2.4.4 Investment. Research also shows that investor behavior can be characterized by
various biases (Zahera and Bansal, 2018). For example, some research indicates that many
investors are poorly diversified (Mangot, 2008), that they often trade too often in the markets
(Mangot, 2008; Odean, 1999), and that some investors are overconfident (Odean, 1999).
Investors are also characterized by other biases such as disposition bias, whereby they tend
to sell profitable investments too soon and hold on to depreciating assets for too long (Shefrin
and Statman, 1985). There is also self-attribution bias in which investors attribute their
success to their skills while blaming their failures on the actions of others (Bem, 1972). The
results of studies investigating the effect of education on financial biases diverge, where some
show that education can have the effect of increasing certain biases, such as a study by
Mishra and Metilda (2015) which shows that the self-attribution bias increases with
education, while other studies show that knowledge reduces certain financial biases
(Hsu et al., 2021). Even if we obtain different results on the effect of education or knowledge on
the various financial biases, research tends to show that financial knowledge improves
financial behavior regarding investments, in general. Indeed, prior research shows that
financial knowledge increases participation in markets (Thomas and Spataro, 2018; Van
Rooij et al., 2011), improves the profitability of investments (Clark et al., 2017), and allows
investors to better anticipate market movements and resist the temptation to sell financial
assets at a loss during bear markets (Bucher-Koenen and Ziegelmeyer, 2014). Furthermore,
Allgood and Walstad (2016) find that people who are more financially literate
(both objectively and subjectively) have a greater propensity to own tax-free retirement
savings accounts independent of their employers’ pension programs. To measure
individuals’ levels of financial literacy, all of these studies use general financial knowledge
plus context-specific investment knowledge as well as subjective knowledge. In addition to
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financial knowledge, other studies also look at other components of investment behavior. For
example, a study by Dinç Aydemir and Aren (2017) shows the positive effects of emotional
intelligence and the negative effects of risk aversion on investors’ risk intentions.

3. Conceptual framework
Aside from pointing to a lack of financial knowledge (Allgood and Walstad, 2016), financial
education (Kaiser and Menkhoff, 2017) and financial literacy (Warmath and Zimmerman,
2019), previous research identifies several other causes that may contribute to the poor
financial behaviors of individuals and households. Indeed, these include psychological
aspects of financial behaviors, such as attitudes (Aydin and Akben Selcuk, 2019; Dewi et al.,
2020; Skagerlund et al., 2018), the need for instant gratification (Xiao and Porto, 2019), and
confidence in one’s personal financial knowledge and skills (Henager and Cude, 2019).
In addition, several studies focus on the link between financial behavior and socio-
demographic factors (Driva et al., 2016; Garg and Singh, 2018).

As shown in Figure 1, the study of financial behavior is included within the general
framework of financial literacy. According to the literature, financial literacy can be
influenced by different factors, like knowledge (Warmath and Zimmerman, 2019), past
behaviors (Asaad, 2015) and other causes, such asmotivation, self-confidence and self-control
(Gathergood, 2012; Oehler et al., 2018).

Finally, as we see in Figure 1, financial behavior is found to be the result of other interrelated
elements. For example, individuals’ prior financial behaviors can provide them with the
opportunity to gain the type of financial experience that could help them to improve their financial
knowledge, which could then have an influence on their future financial behaviors (Hilgert et al.,
2003; Tang and Peter, 2015). Some financial knowledge can also indirectly influence financial
behavior by first acting on the causes of these behavior. For example, Yahaya et al. (2019)
conclude that financial knowledge can form the basis of individuals’ attitudes towardmoney and
these attitudes can influence these individuals’ actual financial behaviors.

Figure 1.
Conceptual framework
on financial
professionals’
perceptions regarding
their clients’ financial
behaviors and their
causes
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4. Methodology
This study aims to understand financial professionals’ perceptions about their clients’ financial
behaviors. To achieve this objective, we used an interpretive, exploratory qualitative research
design. This approach allows us to understand the meaning social actors give to their
experiences through their own discourse (Anad�on and Guillemette, 2006; Denis et al., 2019;
Savoie-Zajc, 2004). The meaning professionals make of their experiences in relation to their
clients’ financial behaviors, as expressed through their discourses, is constitutive of our research
data. This datawas obtained from 26 financial professionalswhoworkwith individual clients in
financial institutions in the province of New Brunswick, Canada. These are professionals who
generally have more expertise in financial management than their clients, and this allows these
professionals to take amore critical look at the overall financial situations of the individuals they
serve and, by extension, these individuals’ households.

As Table 1 shows, the sample is composed of various types of professionals from several
financial institutions, which allows for several different perspectives. Participation was on a
voluntary basis. Eight women and 18 men, between 25 and 82 years of age, agreed to
participate in our study.

To collect the data, we developed an interview guide whose broad dimensions revolved
around professionals’ perceptions of their clients’ financial management and the possible
effects on these clients’ financial security. Specifically, participants were asked to comment
on issues related to their experiences with their clients’ financial situations, needs and

No Position Type of financial institution or company Age Gender

1 Loan Manager Depository institutions 39 M
2 Investment adviser, retired Financial and investment services 53 F
3 Branch manager Depository institutions 36 M
4 Retired accountant Accounting firm 82 M
5 Branch manager Depository institutions 33 M
6 Market analyst Federal commercial State corporation 27 M
7 Retired director of investment

development
Depository institutions 31 M

8 Financial adviser Depository institutions 47 M
9 Financial adviser Depository institutions 35 F
10 Financing for SMEs Federal commercial State corporation 28 M
11 Branch manager Depository institutions 29 M
12 Deputy director Depository institutions 31 F
13 Insurance broker Insurance company 45 F
14 Sales manager Depository institutions 53 M
15 Financial planner Financial and investment services 25 M
16 Division director Financial and investment services 35 M
17 Associate accountant - retired Accounting firm 63 M
18 Director, financing solution Depository institutions 33 M
19 Department director Depository institutions 50 F
20 Service officer Depository institutions 39 F
21 Asset management Depository institutions 24 M
22 Customer service coordinator Depository institutions 52 F
23 Financial adviser Depository institutions 52 F
24 Branch manager Depository institutions 54 M
25 Wealth management Consultant Financial and investment services 47 M
26 Financial adviser Financial and investment services 34 M

Source(s): Authors own creation
Table 1.

Profile of respondents
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challenges, and how they (the clients) manage them. The interviews included the following
questions.

(1) Tell us about your clients’ financial behaviors with respect to how they manage their
personal finances.

(2) What do you think is at the root of your clients’ harmful financial management
behaviors?

(3) Tell us about your clients’ challenges in managing their finances.

(4) Tell us about your clients’ financial habits.

(5) How would you describe your clients’ relationship with credit?

The interviewer was given the opportunity to elaborate and deepen their questioning, based
on the participants’ responses.

The data were collected through semi-structured interviews that took place during the
winter of 2019. This technique allows the researcher to use open-ended questions to gather
the participant’s words and comments (Savoie-Zajc, 2009). The average duration of these
interviews was 60 min, depending on the participant’s availability at their place of work.

Respondents’ words were transcribed using a faithful spelling system (verbatim). Codes
were assigned to participants to respect their anonymity, and all other ethical considerations
were taken into account in accordance with the recommendations of the Human Research
Ethics Committee. Participants had the choice of meeting at the university, at a neutral
location, or at their workplace. All of the participants chose the latter arrangement. Before
starting the study, we submitted a request to the human research ethics committee of the
author’s home university, and this request was approved. An information-and-consent form
was distributed to the participants. This form presented the objectives of the study and
details on the interview process. It also informed participants that their participation was
voluntary, and that we did not anticipate any foreseeable inconvenience related to their
participation. Finally, it outlined the means used to ensure their confidentiality and
anonymity and noted our intention to destroy all records of the study’s interviews at the end
of the project.

To analyze the data, we used a method that called upon the inductive approach
(Guillemette and Luckerhoff, 2012; Savoie-Zajc, 2009) and a thematic type of analysis.
Specifically, it involved starting with the data in order to create categories, themes, and sub-
themes. The different themes and sub-themes were then linked together in explanatory
diagrams of the phenomenon under review. The NVivo 12 software was used to facilitate the
coding and categorization process.

The study’s qualitative nature, inspired by the inductive-interpretive approach, allowed
for our analysis of financial professionals’ perceptions of their clients’ financial behaviors to
provide a better overall understanding of the various factors that influence individuals’
financial behaviors. Therefore, this qualitative study provides a new perspective on
understanding individuals’ financial behaviors through an analysis of the perceptions of the
professionals associated with these individuals. This approach is likely to identify potential
emerging themes.

5. Results and discussion
The results of our analyses of the various interviews highlight several perceptions financial
professionals noted regarding some of the financial behaviors that undermine their clients’
financial security.
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5.1 Financial professionals’ perceptions of their clients’ debt financing

(1) Credit abuse

In terms of borrowing, financial professionals feel that many individuals abuse credit by
maximizing credit limits that are already excessive or by borrowing beyond their actual
needs so they can spend more.

Someone tells me: I want to buy a boat for $30,000 and I want to borrow $40,000. Well, no, the boat is
$30,000. Why do you want to borrow the other $10,000? Why do you need it? (Mrs. Samson).

Professionals observe that this excessive use of credit exists both in accessing term loans,
where the loan amortization is based on the useful life of the asset acquired, and in using
revolving credit. Regarding term loans, professionals believe that the situation is especially
problematic in the case of mortgages, as many of their clients tend to want to take on the
maximum mortgage allowed when they are negotiating the purchase of a property. In fact,
many clients start looking for a house without first having established a budget for this
purchase, or having determined what they could afford. As Mr. Duhamel put it: they go
shopping for a house before coming to see me, they don’t even know the amount they can
borrow. And even if they do get approved for the loan they want, that doesn’t necessarily
mean they can afford to make the payments.

Do you realize that, yes you qualify for the mortgage, but you have three children in daycare that
costs you $1,500 a month and that is not considered in the calculation that approves your financing
(credit bureau)? (Mrs. Samson)

Revolving credit arises when the borrower has a sum of money they can freely use within the
limit of the amount authorized by the financial institution. This is the case, for example, with
credit cards and lines of credit, particularly home equity lines of credit. With respect to
excessive credit card balances, professionals are concerned that some clients may become
re-indebted as they make payments on their cards, but the balance does not decrease.
Concerning home equity lines of credit, respondents noted that some clients are continually
refinancing their homes, as revealed in an excerpt from an interview with Mr. Yves: “Some
clients refinance their homes every two to three years; they take out the equity and they never pay
off their homes.” Studies such as Duca and Kumar (2014) show that people who are more
financially savvy ormore educated are less likely to draw on their home equity. There are also
increased interest costs that comewith higher debt (Clark et al., 2017; Gathergood andWeber,
2017; Huston, 2012; Lusardi and De Bassa Scheresberg, 2013).

Previous research finds a link between incurring debt and the borrower’s level of
knowledge or financial literacy (Disney and Gathergood, 2013; Lusardi and Tufano, 2015),
while the results of this study finds that certain psychological aspects (of individuals) factor
even more in explaining credit abuse. Indeed, the respondents identify several factors that
could explain their clients’ excessive borrowing, including the desire for instant gratification
(which leads clients to seek immediate consumption at the expense of long-term financial
well-being) (Gathergood andWeber, 2017). According to the professionals in our study, many
people do not tailor their lifestyles to their incomes but prefer to support it through a
combination of income and borrowing capacity, asMr. Kristof suggests:The biggest challenge
for my clients . . . is matching their wants with their needs. This result supports the assertion of
Smith et al. (2016), who emphasize that “personal financial behaviors are akin to a change in
lifestyle.” There is also the lack of budgeting (to understand the impact financial
commitments will have on short-, medium- and long-term plans) (Lee and Kim, 2020).
Previous studies agree on this point (Lee and Kim, 2020) and Mrs. Barbara’s comments
(below) suggest that this is a fundamental problem.
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The family budget, they don’t knowwhat it is, they don’t know how to do it and they don’t know how
to maintain it. (Mrs. Barbara)

Professionals are also of the opinion that the flexibility of the financial system and lifestyle
(where expenditures exceed household income) are important factors that can promote
financial behavior that is detrimental to financial security.

(2) Insisting on being extended credit

Professionals also indicate that despite their excessive use of credit, some clients go so far as
insisting on being extended more credit. For example, they emphasize the threats these
clients sometimes subject them to, asMr. Yves points out, “Clients come here and they tell me: I
know I can get it (credit) elsewhere.” Some clients threaten to go to competitors if they are not
granted the additional credit requested, even when the professional is trying to act in the best
interest of the client’s financial well-being. Some professionals have even seen their clients
carry out their threat. Mr. Andr�e relates the following:

I once had a client come in here for a $5,000 line of credit; I turned him down and he went to another
financial institution, which loaned him $50,000, and he called me back and laughed in my face.

Another way to push for credit is to have multiple credit cards from different financial
institutions, as Andr�e notes, “Why do we need multiple credit cards? You have to ask
yourself that question”. This is relevant because studies indicate that people who have
more than two credit cards have more difficulty making payments (Hamid and Loke,
2021). According to Limbu and Sato (2019), it is only when people hold relatively few
credit cards that their credit card knowledge leads to improved financial well-being.
Professionals relate that they can be caught off guard in situations where the client insists
on increasing their credit in circumstances where they, the financial professional, feel that
this extended credit will be at the expense of their client’s financial well-being. However,
according to these professionals, decisions on whether to extend credit are based on
limited financial data that come primarily from the individual’s credit bureau, while the
credit bureau’s score calculation does not consider all of these clients’ financial
commitments. This is why several professionals indicate that the 40% debt ratio is no
longer adapted to today’s reality and should be modified to consider that people have
more financial commitments than they did 25 years ago (for example, a cell phone plan).
This financial system’s flexibility in terms of debt financing is an emerging theme from
this study. Professionals seem to believe that this is an important factor as it also
contributes to individuals and households’ poor financial behaviors. According to Mr.
James, “Nowadays, people have muchmore access to credit and it is easier to borrow.” In our
participants’ views, the flexibility of some regulations contributes to their clients’ sub-
optimal behaviors. These professionals view this easy access to credit as being a
significant driver of debt because for some clients, credit approval implies that they can
definitely afford to repay that debt. Indeed, as Mr. Dub�e relates, “There are clients who
think, ‘[i]f the bank says we can afford it, then we can definitely afford it.’” These findings
regarding the financial system’s flexibility and people’s easy access to credit support the
viewpoint of Davies (2015), who disagrees with the concept that all of the responsibility
for financial literacy should be placed on the individual. In his view, the financial literacy
framework must include the responsibility of the financial industry and the government.
Several respondents note that they try to explain the dangers of over-indebtedness but
that this does not always bring about the desired results and that some of their clients
even try to make them (the financial consultants) take responsibility for the financial
difficulties that arise when they (the clients) become over-extended from having taken on
extra credit.
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[They say,] ‘You gave me my MasterCard limit . . . ’ At the end of the day, it doesn’t take much to
make them realize that it’s not really our fault; it’s not uswhowent to spend atWalmart andAmazon.
(Mr. Yves)

Even if the consultants’ advice does not always produce the desired results, it should continue
to be offered because studies show that financial advice improves people’s financial well-
being when they follow through with the advice by reducing their debt (O’Neill et al., 2006;
Staten et al., 2002).

(3) Misuse of financial products

Financial professionals also feel that many clients misuse credit by taking on debt for day-to-
day expenses without considering their net worth (assets minus debts) or by choosing the
wrong debt product. Professionals observe that some clients borrow to immediately enhance
their lifestyle by buying non-asset-related items. In fact, professionals are more likely to
justify borrowing when it is used to purchase assets, as these assets appear on the
individual’s balance sheet while also providing security to the lending financial institution.

Today, your net worth is positive, even with your debt. Now, if you sell the cabin, where you only go
three times a year, you could cover your debt. So, on paper, for me, you have no debt. (Mr. Simon)

Not surprisingly, studies find that household financial satisfaction is positively related to net
worth (Tenney and Kalenkoski, 2019). Furthermore, some clients use debt instruments that
do not suit their situation. Indeed, various debt instruments have distinct characteristics, as a
professional named Claude points out, “Credit cards and lines of credit have different
objectives.” As a result, some types of debt are better suited to certain circumstances. As Mr.
Andr�e points out, “You can’t use a credit card to pay off other credit.” This confusion around
different financial products is normal because households are confronted with a multitude of
complex financial products whose particular characteristics are constantly evolving (Atlas
et al., 2019). In addition, professionals believe that for some of their clients, borrowing replaces
saving for unanticipated expenses. “Many clients feel that their emergency account is their line
of credit” (Mr. Dugas). This is expected given that the lack of financial literacy has resulted in
people not even being able to properly assess their financial situation (Lusardi and
Tufano, 2015).

As with behaviors related to credit abuse and insistence on credit, professionals point to
unsuitable lifestyles and the need for instant gratification as causes of the misuse of credit
products. In addition, professionals argue that lack of knowledge or understanding are also
factors that explain the misuse of credit products.

I did a debt restructuring for a client to make sure she didn’t use her credit card in a situation where
she should be using her savings instead.

I saw that she didn’t understand, so I said, “Be careful!”

(Mr. Lionel)

Figure 2 below summarizes the different categories highlighted in this section and their
interrelationships.

5.2 Financial professionals’ perceptions of their clients’ debt repayment

(1) Insufficient payments

In terms of debt repayment, respondents indicate that payments should be made over a
reasonable period, ensuring that the value of a loan is less than the value of the asset attached
to the loan, or that the loan is repaid before the asset requires significant investment or repair.
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Although this concept of maturity synchronization is well known in the context of companies
(Costa, 2017;Morris, 1976), professionals note that clients do not necessarily synchronize their
payment terms with the life of the asset for which they need to borrow money to buy in the
first place.

I’ve seen that especially with trailers: It’s funded over twenty years. These are small payments, but
after ten years the trailer is worth less than the debt they have left. When they want to sell, they are
10, 15, 20 grand more in debt than the asset is worth. That’s where you lose money. (Mrs. Danielle)

The issue of mismatched payment sizes is even more evident in the case of credit cards that
are used for expenses that do not have underlying assets. In this case, many professionals
observe that many customers underpay on their credit cards and many only make the
minimum payment, as Mr. Simon points out, “A credit card balance with an interest rate of
20%, even 7 to 8% is high. It’s stupid how many people only pay the minimum.” According to
Engels et al. (2020), households should pay off their credit card in full on a monthly basis,
especially if the credit card has been used to pay for basic needs, so as not to jeopardize the
household’s future financial security. According to some authors, people with less financial
knowledge are more likely to make minimum payments on their credit cards (Allgood and
Walstad, 2016; Lee and Kim, 2020).

(2) Abusing the ability to use credit to pay off debt

Professionals also note that many customers are trying to pay off credit with other types of
credit. Indeed, in addition to abusing revolving credit to enhance their lifestyles, as mentioned
in the previous section, professionals note that many individuals seek to pay off one form of
revolving credit with another. This type of behavior is explained by the desire to enhance
one’s lifestyle in the short term, at the expense of long-term well-being, and to spend beyond
the family income, as Mr. Charles mentions

[They think] ‘I want to followmy friends’ lifestyle, I take out a line of credit, a credit card. My credit is
good and I apply for another credit card.’And then you live on one credit card to pay for another. We
see this on a regular basis.

Figure 2.
Financial behaviors
related to borrowing

IJBM
41,7

1596



This desire to improve one’s lifestyle in the short term can be explained by Richin (2011),
whose findings show that consumption gives materialistic people the hope that their
purchases will somehow have a positive and significant impact on their lives, leading them to
be more prone to debt.

Professionals also observe that many individuals abuse their debt restructuring when
they keep regrouping loans into an existing term loan for payment stability, as Madame
Samson points out: “. . . at some point, it no longer works to refinance and refinance.”
Concerning mortgage refinancing, as mentioned earlier, respondents noted that some clients
are continually refinancing their homes. This refinancing behavior is considered equity
extraction but it increases the outstandingmortgage on the same home and is a factor behind
the rise in household debt among older Americans (Spader, 2021).

To deal with these situations, professionals try to advise their clients on debt
management, but they do not always observe the expected results.

Theywant to use a line of credit to pay thewith credit card, it’s the same product, it’s revolving credit
with low payments. So that’s where advice comes in. They are told that a pay-as-you-go loan might
be more suitable for them. (Mrs. Danielle)

Figure 3 summarizes the main elements discussed in this section and their interrelationships.

5.3 Financial professionals’ perceptions of their clients’ savings

(1) Lack of savings

According to the professionals we interviewed, many individuals are not saving enough to
achieve financial security before retirement. For Mr. Daniel, “You can’t just put money aside
here and there, it’s not enough.” And according to Mr. Olivier,

Although the majority of people save for their retirement, the majority of them use their savings to
meet unexpected expenses. I would say that among all my clients, there are really only 10% of them
who save for their retirement.

It should be noted that some clients save even less for the unexpected: “They don’t have a plan
B” (Mr. Benoit), and they use their revolving credit “instead of creating a habit of putting
money aside” (Mr. Dugas). Yet people should have savings to cover contingencies and not put

Figure 3.
Debt repayment
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themselves in financially precarious situations. During the pandemic, for example, a lot of
people were without a salary and their savings were insufficient to cover their bills (Lusardi
et al., 2021). Despard et al. (2020) also raise the issue of lack of savings for contingencies and
their results indicate that the variable that best explains the likelihood of having an
emergency fund is simply holding a savings account. This lack of savings is even observed
for predictable expenses, as Mrs. Rose notes,

There are other people who are going to come in and say, ‘My property taxes are due next week.
I don’t have any money; I need to borrow on my Visa.’

Compared to previous research that mostly categorizes savings as long-term, short-term,
voluntary, or retirement saving (Behrman et al., 2012; De Bassa Scheresberg, 2013;
Henager and Cude, 2019), the results of this study lead us to categorize savings according to
whether they will be used for unforeseeable or foreseeable needs (retirement being part of the
foreseeable).

But, regardless of the type of saving, professionals believe that individuals in general
should put more emphasis on saving and start saving earlier to benefit from compound
interest. “It doesn’t matter how much, you have to start yesterday, today is good, tomorrow is
too late! That’s what you have to explain to them” (Mr. Simon). Indeed, people should start
saving for their retirement as soon as they enter the workforce to be well-prepared for
retirement (Bond and Doonan, 2020). But, in general, professionals believe that, except in the
case of entrepreneurs and people whose careers are in a finance-related field, many of their
clients start saving too late,

People are getting into it too late. We often get calls like, ‘Look, I’m retiring in two years, can I get a
financial plan?’ (Mr. Dugas)

This point of view, that people are starting to save too late, is also supported by statistical
data (Bond and Doonan, 2020).

(2) Starting to save late in life

Professionals emphasize the importance of starting to save early andMr. Dugas goes so far as
to say that this is more than fundamental, it is the single most important determinant of an
individual’s financial success: “But the number one thing is that people are not starting early
enough, that’s for sure.” According to Brown et al. (2016), they should even begin before
adulthood, because having saved in childhood positively influences the probability of saving
regularly in the future and the magnitude of the savings. Participants indicate that some
clients wait until they have finished paying off their student debt and their children are out of
daycare, for example, before they start thinking about savings. In addition, children’s sports
and travel take up a significant portion of the family budget rather than being allocated to
savings. All the while, people are not creating a savings habit, as Mr. Dugas says,
“Unfortunately, it’s a little too late, because they no longer have the 30- or 40-year horizon where
your money can work and grow for you.” Professionals lament that this type of situation can
have major consequences for the individual resulting in, for example, delayed retirement or
the sale of assets. Participants observe a decline in the propensity to save and are concerned
when they see people living without financial security, as Mr. Andr�e expresses it,

The financial calculator says they can have a big house, but it doesn’t say that’s what they’ll be
paying for their whole life, that they won’t have an RRSP (registered retirement savings plans) and
that they’ll be in financial trouble if the car breaks down.

Similar to several previous studies, professionals associate this lack of savings with
individuals’ lack of knowledge about financial management (Behrman et al., 2012;
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Henager and Cude, 2016). This is also compounded by the lack of adequate advice, as Mr.
Charles puts it,

We see that a lot, people are working longer. These people did not take the opportunity to invest their
money. They have not been educated or they have not been well advised by their financial
institutions.

According to participants, this lack of savings is also explained by the desire for instant
gratification and to have a more lavish lifestyle, as individuals think in the short term and do
not plan ahead: “Today, the savings part has been neglected” (Mr. Benoit).“They live paycheck
by paycheck, people in their fifties with no savings. It’s not good” (Mrs. Volp�e). According to
Bernhein, Ray and Yeltekin (2015), when there is a trade-off between long-term goals and the
desire for immediate gratification, self-control helps individuals resist temptation. This is
why self-control positively influences savings-related behaviors (Mpaata et al., 2021). It is
therefore not surprising that professionals also point to clients’ lack of discipline in both
developing a savings habit and having an awareness of their financial situation as other
explanatory factors behind savings-related financial behaviors that are detrimental to
financial security. As Madame Dumont puts it, “Saving is a habit, I don’t want to know how
much you save, I want to see if you have any saving habits.”These results support the idea that
certain attitudes influence financial knowledge and financial behaviors (Henager and Cude,
2016; Shih and Ke, 2014; Skagerlund et al., 2018). From our results, we can see that the
psychological aspects of financial behaviors (i.e. instant gratification, excessive lifestyle, poor
judgment) and habits (financial discipline and planning) are really important in explaining
individuals and households’ financial behaviors. Although research identifies psychological
causes of financial behaviors, such as impulsiveness (Gathergood and Weber, 2017), short-
term biases (Gathergood andWeber, 2017), and good financial habits, such as the propensity
to plan (Xiao and O’Neill, 2018), all of which are associated with individuals’ financial
behaviors, many studies on the topic focus more on financial knowledge and education
(Allgood and Walstad, 2016; de Bassa Scheresberg, 2013; Lusardi and Tufano, 2015; Van
Rooij et al., 2011;Walstad et al., 2010). Professionals report that some of their clients regret and
feel guilty about their past financial behaviors, such as their lack of motivation and financial
discipline. This is consistent with research findings suggesting that financial behaviors can
have negative effects on individuals’ well-being and financial health (Adam et al., 2017;
Philippas and Avdoulas, 2020).

To this end, professionals express their desire to help their clients by trying to raise their
awareness, as Mr. Albert testifies,

We try to give them good advice about not spending everything they earn so they don’t have to start
over every year. That’s not how you build a personal balance sheet.

Figure 4 captures the essence of the elements presented in this section and highlights their
interrelationships.

5.4 Financial professionals’ perceptions about their clients’ investment habits

(1) Not taking enough advantage of government programs

According to professionals, Canadian government plans such as registered retirement
savings plans (RRSPs), tax-free savings accounts (TFSAs), and registered education savings
plans (RESPs) are not widely used by clients.

The majority of clients don’t take full advantage of registered plans and they have a lack of
protection in case something happens like illness, death, disability, and those things. (Mr. Simon)
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Many professionals attribute this phenomenon to these individuals’ lack of knowledge about
the benefits of these plans.

But on the investment side, that’s where some clients seem to be very unfamiliar . . . especially if we
get into the stock market, mutual funds, RRSPs, TFSAs, registered education savings plans,
workplace pensions. All of these are unknown to most people. (Mr. Dugas)

Several studies emphasize the importance of financial knowledge in explaining investment
behavior (Allgood and Walstad, 2016; Thomas and Spataro, 2018). It is therefore not
surprising that professionals are concerned about their clients’ lack of knowledge regarding
investments.

I have 21 years of experience as an investment advisor and probably one of the things that shocked
me most was how limited peoples’ understanding of stock markets and investing is. (Mrs. Sinclair)

This leads many professionals to say that some basic financial concepts, such as government
plans, should be part of high school curricula, as Madame Justine puts it:

Financial education is something that should be learned from a young age in schools. There should
be classes to teach young people how to manage their finances.

This confirms the results of Forbes and Kara (2010), who find that financial knowledge in
investments is low, and those of Allgood and Walstad (2016), who observe a link between
financial knowledge and the holding of tax-free retirement accounts. Some respondents even
feel a social responsibility in this regard and go out to their local high schools, themselves, to
provide financial education.

(2) Too risk averse

With respect to risk, professionals believe that some individuals are too risk averse in that
they do not sufficiently maximize the profitability of their investments, as Mr. Dugas points
out, “Someone who invests in a guaranteed investment certificate at 1.5% when inflation is 2%
that year is guaranteed to lose 0.5%.”The results of Adil et al. (2022) also demonstrate that risk
aversion negatively influences investment decisions. Professionals and researchers alike find
that some people have emotional biases that cause them to take their money out of equity

Figure 4.
Savings behaviors
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markets during times of financial crisis or bear markets, when they should be doing exactly
the opposite (Pompian, 2020). In both cases, professionals are trying to educate their clients on
the concepts of risk and return and the link between the two, while lamenting the fact that
these basic concepts are not part of the school curriculum.

(3) Take excessive risk

While professionals point out that some individuals are risk averse, they also note that others
make risky decisions without understanding the financial consequences. For example,
professionals argue that some of their client take excessive risks by investing all of their
savings in a single financial security without considering the principle of diversification.

We have clients come in and say they’ve heard they should buy Organigram (stock market stock). It
starts off bad because it’s not the idea of the appointment. But there are a lot of people who do this.
They just want to win. So, I tell them, ‘Are you willing to lose?’They say, ‘Well no, it will work.’Well,
no, it doesn’t work all the time. (Mr. Simon)

One explanation for the lack of portfolio diversification is the familiarity bias,whereby individuals
feel safer with what they know best. In his study, Gaudecker (2015) shows that individuals or
households that are the least financially literate and those who do not rely on the help of financial
professionals will suffer more financial losses from the lack of portfolios diversification.

According to professionals, some people also try to “time the market”; that is, they make
decisions to buy or sell financial assets (for example, stocks) by trying to predict their future
movements without having the financial knowledge necessary to appreciate how the stock
market moves. Another form of risky investing respondents referred to is leveraged lending,
where clients borrow money to invest on the assumption that the return on the investment
will exceed the interest costs of the loan. According to these professionals, amateurs should
not use this strategy as it can have disastrous financial consequences if used under thewrong
circumstances. Those risky behaviors can be explained by the overconfidence bias which
encourages investors to underestimate risk (Chuang and Lee, 2006).

Figure 5 highlights the essential elements presented in this section and the
interrelationships between these elements.

Figure 5.
Financial behaviors

related to investments
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6. Conclusion
This study describes financial professionals’ perceptions of the financial behaviors of
individuals and households and analyses their views on the explanatory factors underlying
these behaviors. We used an interpretative qualitative research approach in a thematic
analysis that reveals several perceptions related to individuals and households’ problematic
financial behaviors.

6.1 Contribution
Similar to previous research (Allgood and Walstad, 2016; Gathergood and Weber, 2017;
Henager and Cude, 2016; Morgan and Long, 2020; Xiao and O’Neill, 2018), the results of our
study show that financial knowledge, psychological factors, and financial habits influence
the financial behaviors of individuals and households. The particularity of our study is in the
fact that our analyses show that psychological factors and financial habits are at the root of
individuals’ behaviors related to indebtedness and savings, while we find that financial
knowledge seems fundamental in explaining behaviors related to individuals’ investment
decisions.

In addition to knowledge, psychological factors, and financial habits, professionals
indicate that the ease of access to credit and financial institutions’ flexibility are factors
that likely explain the over-indebtedness of individuals and households. In other studies,
for example Hamid and Loke (2021), this is mostly recognized in the context of credit card
debt, whereas our study provides a more general portrait of access to credit through
various types of financial products and the financial behaviors that are influenced by this
credit access.

This study also contributes to previous research by contextualizing the links between
financial behaviors, the products associated with them, the explanatory factors of those
behaviors, and the possible effects these behaviors can have on financial professionals and
their clients. When studies are interested in financial products, they are normally interested
in a specific type of product such as the credit card (Hamid and Loke, 2021) or the mortgage
(Limbu and Sato, 2019). This study therefore provides a broader perspective on the
interrelationships between these elements as it highlights the complex nature of the
phenomenon of financial literacy, and it may explain the contradictions in previous
findings regarding the role of financial knowledge and education in individuals’ financial
behaviors.

6.2 Limitations
This study also has certain limitations. First, we did not obtain the opinions of the clients of
the financial professionals selected for our study. For the purposes of our objectives, we
focused on the perceptions of financial professionals. A future study could focus on the
experience of clients. Another limitation is that the professionals in this study are employed in
different positions in various types of financial institutions (i.e. depository institutions, or
those offering financial and investment services). This means that their professional
experiences would vary as would their objectives and clientele. For example, a professional
whose clients are wealthier, on average, or who are entrepreneurs or work in fields related to
finance may have different perceptions than would a professional whose clients are low- or
middle-income or have little financial knowledge. Moreover, the choice of our methodology
does not allow us to generalize our results. Indeed, the purpose of this qualitative studywas to
provide a rich and contextualized understanding of the experiences of financial professionals
as they look at how their clients manage their personal finances. A future study could use
some of the results from this study to carry out quantitative research where the results would
be more easily generalizable.
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6.3 Implications
The findings of this study could be useful to a variety of stakeholders in education, financial
institutions, and regulatory bodies of financial institutions. In addition, the results raise some
questions that can be addressed through further research.

With respect to educational interventions, our results highlight the importance of including
the psychological aspects of financial management in educational curricula. Tumataroa and
O’Hare (2019) and Tang et al. (2015) find that education on financial self-control could allow
individuals to avoid financial difficulties in the future; this also led these authors to conclude that
psychological factors should be part of financial education programs. There is also a need to
educate individuals on the importance of early savings and short-, medium, and long-term
financial planning, and the different financial biases these approaches may face; all of this will
raise individuals’ awareness of the long-term consequences of their financial decisions. Financial
knowledge about stock markets, financial products, and government programs encourages
healthy financial behaviors. Financial professionals believe that financial knowledge about these
topics andmuchmore should be part of the education system’s curriculum. Our results are thus
aligned with those of Warmath and Zimmerman (2019), who conclude that financial literacy
must be “theorized in multifaceted ways.” The wide-ranging results of this study could thus
contribute to the development of future educational content and to guidelines that could help
individuals form good financial habits and make long-term changes that would improve their
long-term financial well-being. This is especially important since the content of financial
educational programs is essential to their success (Urban et al., 2020).

The results of this study support the idea that the financial industry and the government
have important roles to play in improving individuals’ financial well-being (Davies, 2015).
Specifically, the results of this study suggest that some of the regulations governing financial
institutions should be tightened to better protect consumers. These regulations primarily
concern the ease with which individuals are able to obtain credit. In particular, a 40%debt-to-
income ratio should be adapted to the new reality that household financial commitments have
increased dramatically over the past few decades, such as in cell phone charges, Internet fees,
and childcare costs, which are not included in calculations of this ratio. The current situation
may lead people to believe that they can afford to take on debt beyond their ability to pay. In
addition, the results suggest that there should be more control over the use of credit, such as
limiting debt that does not prioritize asset purchases over day-to-day spending, limiting the
number of credit cards and the amounts allocated to these cards’ credit limits.

Financial professionals seem to be left to themselves in terms of how they can advise,
educate, and raise awareness among their clients regardingmanaging their finances. There is
a need for guidelines so that these professionals do not have to rely on their own conscience or
personal sense of ethics when dealing with their client’s financial behaviors. This is all the
more important as research shows that counseling can have a significant positive impact on
an individual’s financial situation (Staten et al., 2002).

All of these results can also benefit individuals and households by raising their awareness
about the financial behaviors that are detrimental to their financial security.

6.4 Future research
In addition to complementing previous research in financial literacy, this study identifies
other areas of research apart from those mentioned in the study limitations. For example,
future studies could look more deeply into the relationship between lifestyle, income, and
household debt, and the link between the due date of the debt and the expected life of the
underlying asset. The role of the financial institution and financial advisers in the quest for
financial literacy for all could also be further explored. Studies could seek to understand the
more specific motives for debt financing (is it more for day-to-day spending or asset purchase,
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short-, medium- or long-term needs, or for discretionary or non-discretionary purchases). The
need for instant gratification emerged in this study as a key element in explaining financial
behavior. Research could further investigate this phenomenon and also the short-, medium-,
and long-term financial consequences of various financial behaviors.

Notes

1. Subjective knowledge may measure people’s confidence in their financial abilities (Allgood and
Walstad, 2016; Asaad, 2015). In their study, Lind et al. (2020) ask participants to self-evaluate based
on the following statement: Rate your financial knowledge on a scale from 1 to 7.

2. To assess objective knowledge, authors typically use a set of questions (Kim et al., 2020; Lind et al.,
2020; Morris et al., 2022). For example, one of the questions several authors use to assess basic
objective financial knowledge is as follows: Suppose you had V100 in a savings account and the
interest rate was 2% per year, after five years, howmuchmoney do you think you would have in the
account if you left it there to grow (Lind et al., 2020; Van Rooij et al., 2012).
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