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Wy e Neear=iancialiEtieraecy

s Consumer-Driven Einancial System

o [ndividuals more respomsible for thelr
retirement andl healthcare planning and saving

s Changing Demographics
o | ess familiarity with system
s Market Innovations
e More options

o Complex products
e Aggressive marketing




What Are the Effecis ol Lack of
FIRancIalNKAeWIECEEY

s Little Savings
s Excess Debt
s Badly Structured Debt

s Stress
e Bankruptcies
e Foreclosures




e Savings: Raiens AlMesi Zeno

Personal saving as a percentage of disposable personal
income
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Consumer DepiistUpiiRIsSion/ Says
this Means More Bankruptcies

Influence of Total Consumer Debt on Bankruptcy Filings
Trends by Year 1980-2006

O Total Consumer
Filings

Debt Faymenis
as a Percentage
of Disposable
Personal Income

Personal Income

Total Consumer Filings
{inthousands)
Debt Payments as a Percentage of Disposable




And indeed, Alter AT Drep; CA
Bankrupicy Filings iHave: Stared Up
Again




And CA Foreclosure Sales Have
lncreaseaiViany limes ®Over

Jan 08 Foreclosures Sales by CA County
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Challenges et Financiall Education

s \Weak consumer demand

o People don" t know what they don 't kKnow,
ofiten Imtimidated when: they: try te learn

s [Lack of consistent infrastructure,
distribution system
e Education in school limited
o Difficulty reaching adults before they are in
CriISIS
s Limited research on effectiveness and
strategies to improve effectiveness
e How do children and adults learn best?




Wihatt DoerVWerKnow: Ao U

EflectivVeness:?

s EdUcation and counseling lmpacts
moertgage default rates

o Counselors report that these they worked with
have generally NOT been victims of the current:
CRISIS

» Financiall education impacts and enhances
savings, in the context of programs and
dccounts

= Financial education impacts participation
In retirement plans
e Education is only one part of the strategy

e Making access to and participation in plans
easy is also essential




EiRancial EducauonancdrAccolnts

s ComBbINING accolnts and education
generates

e Active use of accounts
e Maintenance off balance in accounts

e Progression to more functional
accounts, including investments

e Demand for increased education

e Changed, more asset-building, financial
behavior




FiancialfEdUcaon Polcy Ideas

Integratedl inte K=12 education, linked to

standardized tests, with funds for teacher
training

Link education te specific, needs—just in

time™

Train advisors in scalable manner

Enhance ability of low and moderate
Income households to access quality
advice

Train those who are regularly in touch
with low and moderate income consumers

Expand workplace financial education
beyond retirement planning




ABRZIIZS

State-wide Financial LLiteracy: nitiative

o Provide Californians the tools they need to
Manage finances, including web-site and toll-
free number inr multiple languages

o Promote high-quality financial’ literacy
programs

Office of Financial Literacy Advocate
Financial Literacy Advisory Committee
Financial Literacy Fund




ABR2 28 SHENanCIaINSENICESHEONIS

s Enlist financiall experts andl advisoers, to
deliver clear;, obf_ectlve, personalized
finamncial- counseling and planning tor low

and moderate income households

Provide tools, resources and support to
local, regional and workplace financial
education initiatives

Collect and analyze data to understand
the financial education, counseling and
planning needs of target households

Explore new strategies and approaches to
financial education and advice
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