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Summary: The aim of this paper is to introduce a new method to measure Financial Vulnerability Index (FVI) based on OECD
financial literacy survey, and to analyse the 2018 OECD survey data along FVI. The sample used in the article is representative
for Hungary (sample size: 1,001). Our analysis sharply points out that although the growth of income reduces financial
vulnerability, the higher disposable amount does not increase financial awareness. One of the key findings of the research is
the identification of the correlations between financial attitudes and financial vulnerability. Our analysis shows that the difficulty
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Kevworns: financial vulnerability, financial literacy, financial attitudes

JEL-coes: A13, D03, D12, 122
DOI: https://doi.org/10.35551/PFQ_2020_2_8

Nowadays, the
population’s financial literacy is identified
as a national strategic priority in about 60
countries, and it became particularly common
in the period following the onset of the
financial crisis (Jakovic and Németh, 2017).
The Hungarian population was greatly and
severely affected by the crisis; as a result, the

improvement of the

initiatives focusing on financial awareness
were launched in Hungary, too, as a natural
response. The aim of the programme named
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‘OKOSAN a Pénzzel! — Pénziigyi tudatossdg
Jejlesztése  Magyarorszdgon’ (SMART Money
Management — The Improvement of Financial
Awareness in Hungary), created in 2017, is
to strengthen financial literacy and develop
associated programmes in order to ensure
that similar critical events can be avoided or
prevented, and if they still occur, the consumers
can react to them better than before. It is the
prerequisite of successful practical work that
the future action plans must be based on
research prepared with scientific rigour. The
OECD’s research on financial literacy was
carried out in 2018 in Hungary on a sample
consisting of 1,001 persons. The resulting



database provides the basis for the analyses and
results presented in this research. The aim of
the study is to present the newly established
indicator — the financial vulnerability index
— and the demographic, attitudinal and
behavioural characteristics thereof.

The OECD

financial literacy touches upon numerous

questionnaire  assessing
areas of the latter: financial behaviour and
habits — including savings patterns, product
knowledge and use — financial attitude, and
financial knowledge.

LITERATURE REVIEW

The phenomenon of financial vulnerability
is of growing interest in the international
literature, especially due to its impact on the
economy (Poh-Sabri, 2017). The financial
crisis and its consequences have made financial
vulnerability an increasingly important topic
in the financial literacy research (Németh
et al., 2017; Poh-Sabri, 2017). The crisis
reached Hungary in a particularly vulnerable
state (Kolozsi, Hoffman, 2016). The so-called
foreign currency loan crisis accompanying the
2008 financial crisis made masses of people
financially vulnerable (Zs6tér et al., 2017).
According to the definition of Anderloni
et al. (2012) financial vulnerability goes
together with high indebtedness and other
financial problems, as a result of which the
households cannot cover their everyday
expenses, and cannot take care of their future
retirement years. In their definition financial
vulnerability goes hand in hand with a low
standard of living and poor heath, as well
as households not being able to cope with
unexpected financial difficuldies. The research
in developing countries associates financial
vulnerability mainly with low income. Their
reasoning is based on the vulnerability caused
by poor health, difficult living conditions, and
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poor social and economic conditions resulting
from low income (Lewis and AV Lewis, 2014;
Guarcello et al., 2010).

Financial vulnerability influences financial
wellbeing at both individual and household
level. Poh and Sabri (2017) established that
high vulnerability is coupled with low income,
low liquidity and, often, financial problems,
while unemployment is also a typical feature of
financially vulnerable individuals. According
to the findings of Finney and Jentzsch (2008)
households  faced
financial problems more frequently in the
period under examination, and typically
felt that their situation was insoluble. When
examining financial vulnerability, Schofield
et al. (2010) also emphasise the intensity
of financial stress and the lack of ability to
cope with it. The research of A-Mamun and
Mazumder (2015) concluded that financial
vulnerability and poverty are closely related
phenomena. Some studies also highlight that
there is a discrepancy between urban and

financially  vulnerable

rural households as well in terms of financial
vulnerability, as the latter ones are more
vulnerable (Yusof et al., 2015).

In their research conducted in Malaysia,
Daud et al. (2018) established an order of
priority consisting of variables resulting in
financial vulnerability: income, marital status,
age, educational attainment and money
management skills.

The majority of the studies examine the
level of income, the financial difficulties and
problems, as well as the ability/inability to
cope with financial difficulties in terms of
their relationship with financial vulnerability.
Birezi and Zéman (2015) highlight that the
concept of financial literacy is often narrowed
down to the financial knowledge belonging to
the visible part of literacy, ‘above the surface’.
The majority of the studies conducted in the
area of financial vulnerability highlight the
demographic variables in addition to the
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above. At the same time, the incorporation of
the behavioural and attitudinal components
of financial knowledge and financial literacy
into such research is less pronounced.
When examining the financial literacy of
the population, attention should be paid to
financial knowledge, financial behaviour and
financial attitudes as well (Atkinson, Messy,
2012). Similarly, to financial vulnerability,
financial behaviour is also an important factor
that influences financial wellbeing (Garman,
Forgue, 2006). When it comes to the financial
behaviour of consumers, we focus on the
control and implementation of personal
finances at individual level (Martur 1989),
and we look at the details such as financial
foresight, planning of expenditure, keeping
records of loans and cash, major investments,
purchasing and
retirement planning. The study of Xiao (2010)
classifies every human behaviour which may

insurance, investments

be relevant in the context of personal finances
under the name of financial behaviour. His
definition includes the management of cash,
savings and loans. Attention must be paid
to attitudes in addition to behaviour. The
relationship with money and finances has
been an area of research since the 1970’s
(Goldberg and Lewis, 1978). Several studies
conducted in the area of financial education
highlight that it is insufficient to merely
expand financial knowledge and financial
competences, but shifting towards a positive
financial behaviour should be set as an
objective (Hilgert et al., 2003; Xiao et al.,
2004). To achieve this, it is not enough to
merely transfer information, but it is also
necessary to develop further important skills
and competences, and in many cases the
attitude also needs to be changed (Hilgert et
al., 2003; Drever et al., 2015). The concept
of financial attitude and that of attitude
towards money are not necessarily distinct
from each other, or they overlap in many
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studies (Goldberg, Lewis, 1978; Yamauchi,
Templer, 1982; Furnham, 1984; Tang, 1992;
Nagy, Téth, 2012).

A previous study grouped young people
between 18 and 35 years of age according to
financial behaviour and atticudes by using
a cluster analysis (Németh et al., 2017). The
results of the analyses highlighted a very
vulnerable group: anxious spenders. The
cluster is distinguished by the fact that they
have the most financial problems compared
to the others, while they have little or no
savings at all. At an emotional level they are
typically worried and anxious when it comes
to finances. Despite that, they appeared in the
analysis as the group of the biggest spenders.
Their financial knowledge is usually low and
they do not keep track of their expenditures.
They are not self-confident about their
financial knowledge and future. The ‘feast or
famine’ approach is the best way to describe
them (Németh et al., 2016). All these features
make them vulnerable in respect of their
finances (Németh etal., 2017; Németh, Zsétér,
2019). Luksander et al. (2017) identified the
personality traits and behavioural patterns
affecting the indebtedness of the individuals
based on the results of a financial personality
test. Their results suggest that the most
threatening factor from the perspective of the
avoidance of indebtedness is reliance on luck.
Gambling refers to being driven by external
control.

The aim of the research presented below is to
take stock of the most significant correlations
of financial vulnerability mentioned in
the academic literature. The research seeks
answer to the question as to how certain
socio-demographic indicators (age, gender,
educational attainment, income, place of
residence, employment), certain attitudes
and behaviours, as well as characteristics
in terms of knowledge relate to financial
vulnerability. To find these connections, the



researchers developed a new, complex financial
vulnerability index.

METHODOLOGY

As a result of the research carried out on the
OECD databases for 2010 and 2015, and
other research relating to financial literacy, a
very important phenomenon emerged, namely
financial vulnerability (Németh et al., 2017).
The examination of the 18-35 age group in
the OECD database for 2015 proved that
there is a group of anxious spenders, which
accounts for one quarter of young people.
Typically, they live for today, while they are
often anxious, they have no savings, they have
lower incomes, and they do not typically set
financial goals. On the basis of all this, this
is a financially vulnerable group (Németh et
al., 2017). Poh and Sabri (2017) suggest in
their summary study on financial vulnerability
that it is worth defining financial vulnerability
as a multi-dimensional concept. By pursuing
the previous two trains of thought further, we
developed the Financial Vulnerability Index
(hereinafter referred to as FVI) which consists
of a total of 12 variables from the 2018
OECD survey questions. The variables show,
among others, the subjective assessment of the
financial situation, the degree of indebtedness
and financial limitation, the lack of savings
and the appearance of anxiety about finances.
The variables were included in the FVI with
equal weights and the scores gained from
them were added up. 7able 1 illustrates which
variable of the 2018 OECD survey was taken
into account and under what criteria.

The recommendation made by Poh
and Sabri (2017) that the concept is
multidimensional and thus approaches

financial vulnerability in a complex manner
is, therefore, fulfilled. Based on the calculation
method, the lowest value of the FVI is 0, and
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the highest is 12. After calculating the index, if
there is any statistically significant connection
exists between FVI and other variables from
the 2018 OECD financial literacy survey
database. Two- and multi-variable statistical
analyses were executed. Besides, crosstab
analyses was employed between the non-
metric variables. The paper contains only the
results that are statistically significant.

RESULTS

The FVI can take a value between 0 and 12.
On the basis of the OECD’s 2018 database the
average of the index is 2.88 (deviation=2.67),
the lowest value taken is 0, and the highest
value taken is 9. Figure 1 shows the frequency
of the scores.

The figure shows clearly that 70 percent of
the Hungarian population chose a little less
than 3 possible answers which refer to financial
vulnerability. Besides the above, most of them
— about every fourth respondent — did not give
an answer suggesting financial vulnerability
to any of the questions; the highest index
(9) was also quite rare, and we did not find
any respondent with a value above that. The
examination of the values taken by the FVI
in itself would have been insufficient, but the
identification of the correlations with socio-
demographic, attitudinal and behavioural
characteristics can provide a deeper insight
into this aspect of financial literacy.

The FVI shows significant correlation with
the following demographic variables:

* gender

* place of residence (region)

¢ educational attainment

* employment relationship

®income

Tue FVI IS SIGNIFICANTLY HIGHER IN CASE
OF WOMEN (3.05) THAN MEN (2.68). This may
be due to the lower income level measured

Public Finance Quarterly m2020/2
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Table 1

THE VARIABLES INCLUDED IN THE FINANCIAL VULNERABILITY INDEX
AND THEIR CRITERIA

Variahle

In the past 12 months have you been saving money in any of the

following ways?

My financial situation limits my ability to do the things that are

important to me.

| have too much debt right now.

| worry that my earnings will not be enough to pay my cost of living.

My finances control my life.

Because of my money situation, | feel like | will never have the things

[ want in life.

| am concerned that my money won't last.

| am just getting by financially.

| am currently repaying a foreign currency loan.

If you faced a major expense today — equivalent to your own monthly

Under which criteria is it included

in the financial vulnerability index?

1 point if the answer is no

1 point if the answer is agree/completely agree

1 point if the answer is agree/completely agree
1 point if the answer is agree/completely agree
1 point if the answer is agree/completely agree
1 point if the answer is agree/completely agree

1 point if the answer is agree/completely agree
1 point if the answer is agree/completely agree
1 point if the answer is agree/completely agree
1 point if the answer is no

income — would you be able to pay it without borrowing the money or

taking out a loan?

In the last 12 months, has it happened to you that your income did

not quite cover your living expenses?
| am satisfied with my present financial situation.

Source: edited by the author

in case of women, or their higher level of
dissatisfaction and anxiety even in case of
equal income. See figure 2.

THE PLACE OF RESIDENCE. In terms of place
of residence we also found some significant
differences. The FVI takes the highest value
in the region of the South Great Plain (3.52),
which is followed by Northern Hungary
(3.26). The lowest value is observed in
Southern Transdanubia (2.49). See figure 3.

It is an interesting finding that although
we found significant differences between
each Hungarian region in terms of financial
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1 point if the answer is yes

1 point if the answer is disagree/completely
disagree

could not reveal an

between the

vulnerability, we
unambiguous  correlation
development level of the regions, the income
level of those living there and the degree of
financial vulnerability. All this suggests that
there may be multiple reasons for financial
vulnerability, which we shall address later.
EpucatioNaL ATTAINMENT. The FVI shows
a significant correlation with educational
attainment. The least financially vulnerable
people are those with a higher educational
attainment (1.69) and the most vulnerable
are those with lower than primary educational
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Figure 1
THE VALUES OF THE FINANCIAL VULNERABILITY INDEX AND THEIR FREQUENCY (N=1001)
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Source: edited by the author

Figure 2
THE VALUE OF THE FINANCIAL VULNERABILITY INDEX IN THE LIGHT OF GENDERS
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Figure 3

THE VALUE OF THE FINANCIAL VULNERABILITY INDEX IN THE LIGHT OF REGIONS
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attainment  (5.00), while a secondary
educational attainment without secondary
school leaving certificate still goes together
with a higher than average vulnerability.

Figure 4 cleatly indicates that the absence
or inadequacy of qualification constitutes
a serious risk factor from the point of view
of financial vulnerability. The lack of the
skill of reading for understanding and basic
calculation competences can make those
concerned dependent and vulnerable.

EmpLoymENT RELATIONSHIP. With regard to
employment relationship it can be reasonably
said that those the most vulnerable are job
seekers/the unemployed (5.15), and they are
followed by individuals incapacitated for work
due to illness or health impairment (4.83).
The least vulnerable group are that of the self-
employed (1.51). See figure 5.

It is not surprising that unemployment
and illness represent serious risk factors from
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Central Central ~ Northern ~ Southern
Transda-  Hungary  Hungary Great
nubia Plain

the perspective of financial vulnerability.
At the same time, it is remarkable that the
financial vulnerability level of pensioners
and the employed is the same, while their
income level differs significantly. The other
important finding is the particularly low
level of vulnerability of the self-employed/
entrepreneurs. All this suggests that the
economic recovery brought about new
opportunities for them, of which they made
good use. These factors also highlight the
significance of attitudes and behaviour.

In terms of income, it can be reasonably
said that the less income an individual
has, the more financially vulnerable they
become. Figures 6 and 7 clearly show that
the level of income correlates with financial
vulnerability, which is not surprising at all;
however, as we will see later, it is one of the
several factors.

The question as to how long the respondent
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Figure 4
THE VALUE OF THE FINANCIAL VULNERABILITY INDEX IN THE LIGHT OF EDUCATIONAL
ATTAINMENT
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Figure 5
THE VALUE OF THE FINANCIAL VULNERABILITY INDEX IN THE LIGHT OF EMPLOYMENT
RELATIONSHIP
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Figure 6

THE VALUE OF THE FINANCIAL VULNERABILITY INDEX IN THE LIGHT OF INCOME!
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Figure 7

CORRELATIONS BETWEEN THE CONSEQUENCES OF LOSS OF INCOME AND FINANCIAL
VULNERABILITY
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could continue to cover their living expenses
without borrowing or taking out a loan in
case of losing the main source of income also
shows a significant correlation with financial
vulnerability. Those who would be able to
maintain their household for less than a week
in such a situation have a FVI of 5.46. And
those who responded that they would be able
to cover their living expenses for six months or
even longer have a FVI of 1.04.

OwN

The

respondents were also asked how they rated

FINANCIAL  KNOWLEDGE.
their financial knowledge compared with
other adults. This variable shows a significant
correlation with financial vulnerability.
Those who are confident in their knowledge,
that is, consider their own knowledge above-
average, have an average FVI of 1.74, while
in case of those who represent the other

extreme, that is, consider their financial
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knowledge way below the average, this value
is 5.49. The latter one is quite a high value,
which also shows that besides the lack of
financial knowledge it is also important how
confident the respondent is about their own
knowledge. See figure 8.

THE BASIC FINANCIAL CALCULATIONS SUB-
INDEX. The correlation between the basic
financial calculations sub-index (Financial
Knowledge) and the FVI shows that the
poorer an individual performs when solving
the tasks measuring knowledge, the higher this
person’s FVI will be. The rate of the Pearson
correlation is -0.117, which shows a poor
negative relation.

On the whole, therefore, both the subjective
(how the respondent rates their own financial
knowledge) and the objective (knowledge test)
financial knowledge shows correlation with
vulnerability.

Figure 8

THE RELATIONSHIP OF THE FINANCIAL VULNERABILITY INDEX AND THE RATING
OF FINANCIAL KNOWLEDGE

How you would rate your overall knowledge about financial matters
compared with other adults?
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THE FINANCIAL GOALS. Financial vulnerability
shows a significant correlation with financial
goals, as those who do not usually set financial
goals have a significantly higher score in terms
of vulnerability. See figure 9.

Those who saved their money in order to
achieve the financial goals set by them reached
a significantly lower score in terms of financial
vulnerability.

Another variable also relates to objectives:
this is an attitude statement which says: 7
set long-term goals and strive to achieve them
It is in line with the previous finding that
in case of this statement agreement implies
a lower financial vulnerability score, while
disagreement goes together with a higher
vulnerability score. See figure 10 and table 2.

THE LEVEL OF PREPAREDNESS FOR RETIREMENT
veArs. A statistically significant correlation
exists between the level of preparedness for

retirement years and financial vulnerability,
which is as follows: those who are well-
prepared have a low FVI (1.55), and the lower
the feeling of preparedness, the higher the
score of vulnerability, while in case of those
who are not at all sure whether they have
prepared well for their retirement years this
value is 4.19. See figure 11.

There were several possible answers to the
question as to from what the respondent will
get pension:

* state pension,

* pension paid by the employer,

* private pension,

¢ from selling financial instruments, invest-

ments,

*from selling movable property and real

estates,

e from investment revenue,

* from support received from his/her partner,

Figure 9

CORRELATIONS BETWEEN STRIVING TO ACHIEVE GOALS AND FINANCIAL VULNERABILITY

Sets goals

0.00 1.00

Source: edited by the author
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Figure 10
CORRELATIONS BETWEEN LONG-TERM GOALS AND FINANCIAL VULNERABILITY

| set long-term goals
and strive to achieve them
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Table 2

CORRELATIONS BETWEEN SAVINGS FORMED TO ACHIEVE GOALS
AND VULNERABILITY

He/she saved money to achieve goals. 1.61

He/she did not save money to achieve goals. 2.71

Source: edited by the author

* from support received from children and  be said that those who chose them have a

other family members, significantly lower FVI than those who did
* from savings made earlier, not. Self-support goes together with a lower
* continuing work, vulnerability.

* from the revenues of own his/her business, FINANCIAL BEHAVIOUR. An aspect of
* other. financial behaviour relating to everyday

We found significant correlation with the  finances — monitoring, keeping a close watch
FVI in case of three of the answers provided:  on, taking stock of and controlling finances
previous savings, private pension, continuing — also shows a significant correlation with
work. In case of these three items, it can  financial vulnerability. Based on the relevant
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Figure 11

CORRELATIONS BETWEEN PREPAREDNESS FOR RETIREMENT YEARS AND FINANCIAL
VULNERABILITY
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attitude statement, it can be said that the more
an individual tends to have control over their
finances, the less vulnerable they are and vice
versa.

It is an important question as to what
extent those in a financially more dependent
situation are able and willing to have control
over their finances, keep a close watch on them
and budget their money. See figure 12.

Caution and prudence before making
purchases is typical of those who have a high
financial vulnerability score. This may be in
correlation with the low income. See figure 13.

The fact that those who spend their salary
before the end of the month can be characterised
by a higher financial vulnerability score can
also be in correlation with low income. See
Sigure 14.

The results point out sharply that financial
behavioural factors also play a significant role
in the background of financial vulnerability.
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The statement relating to the payment of
bills shows an interesting correlation with
financial vulnerability in comparison with
the above. Those who have low financial
vulnerability either think that the statement
that they pay their bills on time applies to
them fully or does not apply at all. Thus, they
are located at two opposite extremes. The
most vulnerable (4.67 points) consider the
statement that they pay their bills on time
as less true of themselves, which can be in
correlation with low income and the lack of
savings. See figure 15.

In case of the purchase of products and
services, the product description or the
contract contains small prints, and the
OECD’s 2018 survey also included a statement
about reading them. Those who do not read
such parts unless something goes wrong can
be characterised by a higher score in terms of
financial vulnerability. See figure 16.
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Figure 12
CORRELATIONS BETWEEN HAVING CONTROL OVER FINANCES AND FINANCIAL VULNERABILITY
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Figure 13

CORRELATIONS BETWEEN CAUTION BEFORE MAKING PURCHASES AND FINANCIAL
VULNERABILITY

Before | buy something. I carefully consider whether
| can afford it
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Figure 14
CORRELATION BETWEEN SPENDING THE SALARY AND FINANCIAL VULNERABILITY

| have money left over at the end of the month
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Figure 15

CORRELATIONS BETWEEN THE PAYMENT OF BILLS AND FINANCIAL VULNERABILITY

| pay my hills on time
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Figure 16

CORRELATIONS BETWEEN READING THE SMALL PRINT AND FINANCIAL VULNERABILITY
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WHERE PEOPLE ONLY RELY ON LUCK. There
are, indeed, situations where people only
rely on luck. OECD’s 2018 survey includes
an acticude statement relating to this: 7 buy
a lottery ticker when I feel like I don’t have
enough money’ Those who are characterised
by this behaviour are more financially
vulnerable than those who do not tend to
leave their prosperity up to chance. Reliance
on luck as a coping mechanism suggests an
external control attitude. Numerous studies
revealed that poverty and external control
attitude are in a mutual causal relationship,
since those who expect their change of
fortune from other people or luck are less
able to cope with difficulties. At the same
time, those who are in a disadvantageous
situation experience that they have no
influence on their lives, which also increases
the tendency to have an external control

attitude. See figure 17.

CAREFUL FINANCIAL BEHAVIOUR, FINANCIAL
awAReNEss. We found a significant correlation
between
financial awareness (Financial Behaviour) sub-
index and the FVI. The rate of the Pearson
correlation is -0.203, which shows a poor

the careful financial behaviour,

negative relation between the two measures.
This means that the more conscious someone
is in terms of their finances, the less vulnerable
they are.

The OECD database the

following possibilities concerning the types

includes

of products owned by the respondent:
pension investment
mortgage, secured by

property, unsecured bank loans, auto loan,

savings, account,

loans real-estate
credit card, current account, savings account,
microloan, insurance, stock, bond, mobile
payment, debit card. It can be said about
the respondents who have the following
products among those listed above that they
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Figure 17

RELATIONSHIP BETWEEN RELIANCE ON LUCK AND FINANCIAL VULNERABILITY
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are significantly less vulnerable than those
who do not have these products:

* pension savings,

* current account,

* savings account,

* insurance.

THE DEGREE OF USING THESE FINANCIAL
iNSTRUMENTS. There is a negative relationship
between the degree of using these financial
instruments, that is, the Financial Inclusion
Index, and the FVI (Pearson correlation:
-0.59). 'This

significant at a significance level of 10 percent.

relationship is statistically
The correlation indicator can be interpreted as
meaning that the more financial products an
individual knows and uses, the less vulnerable
they are.

FINANCIAL ATTITUDE. The value of the Pearson
correlation between the financial attitude sub-
index and the FVI is -0.37. That means that
there is a moderate negative relationship

Public Finance Quarterly m2020/2

Rather not
typical

Neutral Not typical

atall

between the two indexes. The comparison of
the correlations between the FVI and the sub-
indexes shows that the strongest correlation
emerges in connection with attitudes.

There are 12+5+12 attitude statements
in the OECD’ 2018 database. We analysed
a couple of these in the chapter discussing
financial behaviour and financial vulnerability.
In the next part, we will present the attitude
statements which were not mentioned in the
chapter on behaviour and which correlate with
financial vulnerability.

In case of those who find it more satisfying
to spend money than to save it, we should
expect a significantly higher vulnerability. See
Sigure 18.

‘Money is there to be spent’ is a similar
statement, and the results were also similar.
See figure 19.

The carpe diem attitude is formulated
specifically in the third group of attitude
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Figure 18
CORRELATIONS BETWEEN FINANCIAL VULNERABILITY AND THE FEELING OF CARPE DIEM 1

| find it more satisfying to spend money than to save
it for the long term
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Source: edited by the author

Figure 19
CORRELATIONS BETWEEN FINANCIAL VULNERABILITY AND THE FEELING OF CARPE DIEM 2

Money is there to be spent
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statements. This statement is directly
proportional to financial vulnerability. See
Sigure 20.

One of the key results of our research is
the identification of the fact that financial
vulnerability significantly correlates with the
indicators mentioned. This means that the
difficulty to have control over and postpone
desires might be the reasons behind financial
vulnerability. The presented figures show
that the lack of foresight and the immediate
spending of the money available at any given
time are important factors in the background
of extreme vulnerability.

In case of those who are risk averse, the
score of financial vulnerability is lower, except
for those who completely disagree with the
relevant attitude statement. See figure 21.

The relationship ~ between
financial situation and vulnerability can be

significant

characterised as follows: satisfaction is in an
inverse relationship with vulnerability, the
perception of financial situation as an obstacle
and the level of indebtedness is in a positive
relationship with vulnerability. Although all
this is not surprising, it demonstrates that the
FVI is a combination of factors correlating
with each other; therefore, it clearly shows the
factors intended to examine. See figure 22, 23,
24.

T am just getting by financially’ is included
in the third group of statements. This
variable, similarly to the previous one, shows
a statistically significant correlation with the
FVI. The more typical it is of an individual
to just get by financially, the more vulnerable
they are. See figure 25.

The level of concern about financial matters
and making ends meet shows a positive
relationship with vulnerability. The more

Figure 20

CORRELATIONS BETWEEN FINANCIAL VULNERABILITY AND THE FEELING OF CARPE DIEM 3

| tend to live for today and let tomorrow take care of itself
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Figure 21
CORRELATIONS BETWEEN RISK-TAKING AND FINANCIAL VULNERABILITY
| am prepared to risk some of my own money when saving
or making an investment
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Source: edited by the author
Figure 22
CORRELATIONS BETWEEN SATISFACTION WITH FINANCIAL SITUATION AND FINANCIAL

VULNERABILITY

| am satisfied with my present financial situation
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Public Finance Quarterly m2020/2



—mSTUDIES m

Figure 23

CORRELATIONS BETWEEN PERCEPTION OF FINANCIAL SITUATION AS A LIMITATION AND
FINANCIAL VULNERABILITY

My financial situation limits my ability to do the things that
are important to me
7.00

6.00 \

5.00

.\

3.00 \

2.00 \

100 \\.g;

0.00

Completely Rather agrees Neutral Rather Completely
agrees disagrees disagrees

Source: edited by the author
Figure 24

CORRELATIONS BETWEEN THE LEVEL OF INDEBTEDNESS AND FINANCIAL VULNERABILITY

| have too much debt right now
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Figure 25

CORRELATIONS BETWEEN THE AVAILABLE BUDGET AND FINANCIAL VULNERABILITY

| am just getting by financially
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typical it is of someone to worry about their
financial situation, the higher value the FVI
takes. See figure 26.

Another aspect of anxiety appears in the
third group of attitude statements. This shows
a similar picture to the previous statement
about worry. See figure 27.

In addition to the different negative
emotions, control also appears among the
statements. If someone feels that their life
depends on their financial situation and
not controlled by themselves, that increases
financial vulnerability as well. See figure 28.

Similarly to the previous statement, the
third group of statements also includes a
variable which makes the money situation
responsible, but in this case not for the whole
life, but in terms of the goals. The figure is
nearly fully identical to the previous one. See
Jigure 29.

Table 3 summarises the variables showing
with  financial

significant  correlation

Rather not
typical

Neutral Not typical at all

vulnerability. The summary does not contain
the attitude statements.

SUMMARY, CONCLUSIONS

As suggested by Poh and Sabri (2017) in their
summary study on financial vulnerability, it
is worth defining financial vulnerability as a
multi-dimensional concept. We proceeded
accordingly when we created the FVI made of 12
statements. In an academic sense, we developed
the measurement of financial vulnerability
further also by including the behavioural and
attitudinal characteristics of financial literacy in
addition the variables used in the international
literature (Yusof et al., 2015; Lewis and AV
Lewis 2014; Guarcello et al., 2010).

Our analysis sharply points out that
although the growth of income reduces
financial vulnerability, the higher disposable
amount does not increase financial awareness.

Public Finance Quarterly m2020/2



—mSTUDIES m

Figure 26
CORRELATIONS BETWEEN ANXIETY AND VULNERABILITY 1
| worry that my earnings will not be enough to pay
my cost of living
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Figure 27

CORRELATIONS BETWEEN ANXIETY AND VULNERABILITY 2

| am concerned that my money won’t last
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Figure 28
CORRELATIONS BETWEEN THE FEELING OF SUBJECTION AND VULNERABILITY 1

My finances control my life
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Figure 29

CORRELATIONS BETWEEN THE FEELING OF SUBJECTION AND VULNERABILITY 2

Because of my money situation. | feel like | will never have
the things | want in life
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Table 3

SUMMARY OF VARIABLES SHOWING SIGNIFICANT CORRELATION WITH FINANCIAL

VULNERABILITY

Variahles showing significant
correlation with financial
vulnerability

Description of the correlation

Gender

Place of residence

Educational attainment

Employment relationship

Income

Ability of self-support in case of losing
the main source of income
Self-assessment of financial knowledge
Objective level of financial knowledge
Setting financial goals

The level of preparedness for retirement
years

Having control over finances

Making considered purchases
Budgeting income

Payment of bills within the deadline
Getting informed before making
purchases

Relying on chance

Financial awareness

The degree of using financial
instruments

Source: edited by the author
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Financial vulnerability is higher in case of women.

Financial vulnerability is the highest in the Southern Great Plain region and the
lowest in South Transdanubia.

Those with higher educational attainment are the least financially vulnerable, and
those with lower than primary educational attainment are the most vulnerable.

Job seekers/the unemployed are the most vulnerable. The self-employed are
the least vulnerable.

The less income an individual has, the more financially vulnerable they become.

The shorter someone is able to cover their living expenses, the more vulnerable
they become.

The more confident someone is about their financial knowledge, the less
vulnerable they are.

The lower an individual’s financial knowledge is, the more financially
vulnerable they are.

Those who set financial goals are less vulnerable.

Those who are better prepared for their retirement years are less vulnerable.

The more typical it is of the individual to have control over finances, the less
vulnerable they are.

Caution and prudence before making purchases is typical of those who have a
high financial vulnerability score.

Those who spend their salary before the end of the month can be characterised
by a higher financial vulnerability score.

The most vulnerable consider the statement that they pay their bills on time as
less true of themselves.

Those who do not read such parts unless something goes wrong can be
characterised by a higher score in terms of financial vulnerability.

Those who are characterised by this behaviour are more vulnerable financially
than those who are not.

The more conscious someone is in their finances, the less vulnerable they are.

The more financial products an individual knows and uses, the less vulnerable
they are.



Educational attainment is of significance from
the point of view of financial vulnerability.
The findings of the research show that the
absence of primary educational attainment
is a serious threatening factor, and it is not
sufficient to have a vocational qualification
to achieve lower-than-average vulnerability,
but it is important to have a secondary school
leaving certificate. It seems that the secondary
school leaving certificate ensures the basic
literacy techniques, calculation and readings
skills which are necessary for an informed
decision-making, which is
arithmetically. The identification of the reasons

also  correct
for the deterioration measured in the area of
calculation skills requires further research.

One of the key findings of the research is
the identification of the correlations between
financial attitudes and financial vulnerability.
Our analysis shows that the difficulty of
prolonging current desires is a significant
factor underlying the development of financial
vulnerability. Financially vulnerable groups
not only often struggle to make ends meet,
but they also have difficulty controlling
and
anxiety are present in their lives at the level of

spending money. Although worry

emotions, they tend to overspend. They have

mSTUDIESB—F—

lower educational attainment, less financial
knowledge, and they typically do not have
control over their finances and do not make
budgets. This group is not self-confident either
about their financial knowledge or their future.
The absence of financial goals and making
related strategies also contributes to financial
vulnerability. This ‘feast or famine’ approach
and the characteristics described above overall
cause financial vulnerability and dependence
in their everyday lives.

The findings of the research confirm that
the goals and tools specified in the ‘financial
substantiated. The
strategy highlights that the making of basic

awareness ~ strategy —are

consumer decisions also requires increasingly
diversified in-depth  knowledge

competence; however, the financial education

and and
of the population is far from adequate. In
addition, impulsive and ill-considered decisions
made without prudence and comparison are
more and more typical. The demographic
trends also make financial awareness
increasingly important; therefore, the increased
life expectancy, the higher quality requirements
towards health care and the expansion of
opportunities, as well as the focus on prevention

increase the importance of self-support.
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