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Abstract 

The authors report the results from a survey about financial literacy, financial market 

participation and numerous factors such as age, income, and education etcetera, which 

may or may not affect the level of financial literacy and financial market participation 

among Swedish adults. The study has a qualitative approach and the survey is conduct-

ed on 80 random chosen Swedish individuals in Jönköping.  The major findings in this 

study were the following; Individuals with high financial literacy are more likely to 

have money invested in stocks and/or funds than individuals with low financial literacy. 

Education and age affect market participation, whilst the variables gender and income 

does not. The sample did not show a significant correlation between education and fi-

nancial literacy. However, taking several underlying factors in to account one can see a 

pattern between these two variables. For example, individuals with a Master’s Degree 

have higher knowledge about financial concepts than individuals with a High School 

education. Age does not have as great impact on financial literacy as education, but 

there is still a pattern to observe, in general, the older we get the wiser we become. Indi-

viduals with higher income, have in general a higher financial literacy than individuals 

with low income. At last, men in general possess a higher knowledge about financial 

concepts than women. 
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1 Introduction 

This chapter covers a background and a problem discussion about financial literacy 

and people´s habits when it comes to saving money besides the premium pension sys-

tem, which will lead to our purpose of this study. The chapter will end with several hy-

potheses. 

 

1.1 Background 

Low financial literacy is a problem all around the world, this has been proven in several 

earlier studies. The combination of literacy and financial market participation is an area 

that has not been investigated to a larger extent. Hence, the author’s motivation and in-

terest in completing a study like this.  

The authors define financial literacy as financial knowledge which allows individuals to 

make efficient financial decisions. Financing your retirement is highly important for 

most individuals that want to make sure they are somewhat financially safe in their lat-

ter part of their lives. Nowadays there are a lot of different ways to save money and 

some might demand a higher financial literacy than others. 20% of the Swedish popula-

tion is investing in stocks, and 80% in funds. Reports have shown that individuals in 

Sweden are very poor at managing and monitoring their investments, specifically funds 

(Dahlquist, 2011). Many investment types put responsibility on the individuals to make 

good financial decisions. In combination with the large amount of stock and fund hold-

ers in Sweden, the topic becomes even more interesting. The question to ask is then; do 

people have the necessary financial knowledge to make good financial decisions? Do 

individuals with lower knowledge avoid these investments or are they as likely as 

someone with high knowledge to have invested? 

Studies have proven that individuals are aware of their own limitations (Campbell, 

2006), but there are also reports that individuals often take unnecessary risks due to the 

fact that individuals tend to believe a bad investment is just bad luck (Montier, 2007) 

People with a low financial knowledge who at the same time are aware of their limita-

tions are hopefully not investing their money in markets that require a higher financial 

knowledge. On the other hand, people with lower financial knowledge might invest in 

complex markets since individuals often take on unnecessary risk. This study is hoping 

to bring some answers to these statements.  

Financial literacy may or may not affect market participation. However, investigating 

underlying factors of financial literacy is as interesting and important. Financial deci-

sion making is difficult, and to continuously make good decisions demands some sort of 

awareness of essential financial concepts (Almenberg and Widmark, 2011). Awareness 

can of course come from higher education, but might also come from prior experiences 

of investing, influence from parents and friends for example.  
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A quick summarize of the factors behind the chosen topic; High financial literacy may 

help individuals to make more efficient financial decisions, however there are no evi-

dence that points out that individuals with low financial knowledge are more unlikely to 

invest their money than individuals with high literacy. Since more responsibility is put 

on the individuals to finance their own retirement, the importance of investing becomes 

more significant. 

1.2 Problem statement 

One of the most important financial decisions most individuals face is the question how 

he or she should finance their retirement. Some people may only have their public pen-

sion, while other may have an occupational pension and savings in different stocks or 

funds.  

Taking a quick look at the Swedish pension system, every working individual with an 

employer with collective agreement has right to a pension, funded by your employer 

who pays an amount every month to the government. However, because of the fairly 

low percentage of your monthly salary injected in to your retirement savings every 

month, more responsibility is being put on the individual to plan their own financial 

well-being. It is therefore highly recommended to use alternative ways to finance your 

retirement. For instance, one could use their private finances and invest them in funds or 

stocks. Working for up to twenty, thirty or even forty years with more than a public 

pension will make a huge difference on the monthly payments received when you retire.  

Although Sweden has a lot of people with investments in funds, most of them come 

from the premium pension system, which allows an individual to decide where to invest 

2.5 % of their total pension funds. A recent study conducted by Magnus Dahlquist 

(2011) at Stockholm School of Economics shows that 70 % of the population involved 

in the premium pension system have not actively monitored if their investments should 

be re-invested somewhere else between the years 2000 and 2008. According to the 

study, men with high income and people living in the bigger cities in Sweden have the 

best rate of return on their investments in the pension system. The reasons why people 

not tend to bother where to invest their 2.5% is not stated in the article, however lack of 

financial literacy might be a reason 

A better understanding of financial literacy gives the ability to avoid or counter long-

term negative effects arisen from financial decisions (Ferguson, 2002). This basically 

means that people with high financial literacy have a higher chance to be successful on 

the financial markets than people with low literacy. For some individuals this statement 

is easy to grasp, they would never enter financial markets without any form of 

knowledge or expertise. However, it does not mean that the majority of the people that 

are active on the financial market possess high literacy.  

The results from this study will hopefully point out that the individuals who are invest-

ing their money actually do have the financial literacy necessary and at the same time 
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encourage people with lower financial literacy to start actively monitor their own in-

vestments. Getting involved and interested will lead to a higher financial literacy.  

To summarize what has been discussed. The problem lies with the people who don’t ac-

tively monitor their investments and those who don’t save besides the public pension 

due to their lack of self-confidence to enter a financial market. The study could help to 

change this and eventually contribute to a richer life for retired people. 

1.3 Purpose 

The main purpose in this thesis is to investigate if individuals with good financial 

knowledge are more likely to have money invested in funds or stocks than individuals 

with lower knowledge. Several sub purposes also exist, which is to investigate the im-

pact age, gender, education and income have on financial literacy and market participa-

tion. 

1.4 Definitions 
Very high financial knowledge = Four out of four correct answers on the financial liter-

acy questions provided in the questionnaire. 

Good financial knowledge = Three out of four correct answers on the financial literacy 

questions provided in the questionnaire. 

Medium financial knowledge = Two out of four correct answers on the financial literacy 

questions provided in the questionnaire. 

Low financial knowledge = One out of four correct answers on the financial literacy 

questions provided in the questionnaire 

Very low financial knowledge = Zero out of four correct answers on the financial litera-

cy questions provided in the questionnaire. 

1.5 Hypothesis 

The authors expect financial literacy to affect market participation to a great extent. It is 

also expected that the questionnaire that is handed out will give similar answers as ear-

lier studies. There is a strong belief from the authors that the strongest correlation will 

be between education and financial literacy. The reason behind this is not rocket sci-

ence. Education involving finance increases people’s numeracy and financial compe-

tence, this has been proven in earlier studies. Therefore, a higher education should show 

a strong correlation with financial literacy skills. 

Moreover, the authors believe that financial literacy and income levels will show a simi-

lar correlation as education. That means low income gives a smaller correlation while 

high income gives a high correlation. It has been proven in earlier studies that men pos-

sess greater knowledge in finance than women, among all ages. Our null hypothesis is 

in this case; Women in general possess less knowledge than men. 
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The authors also believe that all background variables, including financial literacy will 

have some effect on financial market participation. 

1.5.1 Summarization of hypotheses 

H0=Individuals with high or very high financial knowledge are more likely to have 

money invested in funds or stocks than individuals with low and very low financial 

knowledge. 

HA= Individuals with low or medium financial knowledge are as likely to have money 

invested in funds or stocks as individuals with high or very high financial knowledge. 

The following hypothesizes are what the authors call sub-hypothesizes which are not 

perhaps the main goal with the study but still an interesting part to examine. 

H0= There is a strong correlation between education and financial literacy 

HA= There is no correlation between education and financial literacy 

H0= There is a strong correlation between income and financial literacy 

HA= There is no correlation between income and financial literacy 

H0= There is a strong correlation between age and financial literacy 

HA= There is no correlation between age and financial literacy 

H0= Women in general possess less knowledge about financial concepts than men.  

HA= Women in general possess equal or more knowledge about financial concepts than 

men. 

H0= Age have a significant impact on market participation. 

HA= Age does not have a significant impact on market participation. 

H0= Income have a significant impact on market participation. 

HA= Income does not have a significant impact on market participation. 

H0= Education have a significant impact on market participation. 

HA= Education does not have a significant impact on market participation. 

H0= Gender have a significant impact on market participation. 

HA= Gender does not have a significant impact on market participation. 
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2 Frame of reference 

There is not much literature of financial literacy in form of books, however, there are 

studies examining financial literacy and the factors that affect it. The authors refer fi-

nancial literacy as the ability to understand finance, or perhaps a more specific intro-

duction to it is the skills and knowledge that allows an individual to make effective fi-

nancial decisions. A better understanding of finance comes from education and experi-

ence, therefore the literature that has been used is books covering concepts regarding 

financial literacy. All the chosen concepts are related to the survey questions as they 

are the fundamental ground that the authors use as a tool to measure financial literacy.  

 

2.1 Previous studies 

Low financial literacy is a problem in many countries (Lusardi et al., 2007; Banks and 

Oldfield, 2007; Lusardi and Tufano, 2008; McArdle et al., 2010). For example, finan-

cial literacy among large parts of the population in England and USA is very poor 

(Banks and Oldfield, 2007; Lusardi and Tufano, 2008; McArdle et al., 2010). More spe-

cific, the financial literacy among individuals between the age 23 and 28 in USA is 

alarmingly low. Only 27 % can answer three basic questions about interest rates, infla-

tion and risk diversification. (Lusardi et al., 2007). The same study highlighted large 

differences in financial literacy between men and women. Moreover, individuals make 

systematic mistakes when it comes to financial decisions, for example underestimating 

interest rates from payment streams (Stango and Zinman, 2009) (Cited in Banks and 

Oldfield, 2007). 

 

There are not only gender differences in USA. Women in Sweden and England have in 

general a lower knowledge (Figure 1) about financial concepts than men (Banks and 

Oldfield, 2007; Almenberg and Widmark, 2011). Individuals under the age of 29 in 

Sweden have the lowest financial literacy while individuals between the ages 30 to 39 

have the highest financial literacy. This result confirmed the study done by Agarwal et 

Figure 1 (Almenberg and Widmark, 2011) 
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al. (2009) who revealed that middle age individuals make less financial mistakes than 

others.   

 

Financial literacy does not only cover numeracy skills but also knowledge about in-

vestments. Volpe et al. have made three different studies measuring financial literacy, 

investment knowledge etcetera among college students in USA. The first study was a 

survey based study on investment literacy conducted in 1996. It showed that women 

had significantly less knowledge about investing than men. Two years later a study on 

personal financial literacy confirmed these results (Volpe and Chen, 1998). Finally, in 

2002 Volpe and Chen did a research among college students about the gender differ-

ences in personal financial literacy. The results were not surprising considering earlier 

results. Women generally possess less financial literacy than men.   

Reports also show that education have significant impact on financial literacy on both 

men and women (Almenberg and Widmark, 2011; Volpe and Chen, 2002), and influ-

ence from parents also affect financial literacy. (Lusardi et al., 2007) Visualized in Fig-

Figure 2 (Almenberg and Widmark, 2011) 

Figure 3 (Almenberg and Widmark, 2011) 



 

 
11 

ure 2 are the survey results from Almenberg and Widmark (2011). Education seems to 

affect women to a larger scale than men. Women with low education have the poorest 

financial knowledge, but women with a high education possess better financial 

knowledge than men with high education. Nearly two thirds of the population in the US 

gets their first financial education, such as managing money and balancing checkbooks 

at home rather than in school (Princeton Survey Research Associates, 2007).   

Income affects financial literacy as visualized in Figure 3, the higher income the higher 

literacy. High income can be linked back to higher education, which should lead to 

higher paid jobs. Individuals with low financial literacy are much more common in the 

lower income segments. You are five times as likely to find a person with low financial 

knowledge within the income segment ―20 000 – 24 999‖ than in ―40 000 or higher‖. 

Almenberg and Widmark (2011) conducted their study on 1300 randomly chosen Swe-

dish individuals and were initiated by the Swedish Financial Supervisory Authority as a 

part of FI´s work on projects for personal financial information and education. Their 

survey looked at financial literacy, numeracy and a series of financial decisions tackled 

by everyday households. These decisions include cash flow management, portfolio 

composition, mortgage choice and retirement planning. 

Peters et al. (2006) discusses the relationship between numeracy and financial decisions 

(cited in Banks and Oldfield, 2007). Their study concluded that numerical ability mat-

ters to judgments and decisions in significant ways. An example would be that individ-

uals with high numeracy would have lower discount rates and therefore would be more 

likely to invest. A higher willingness to invest in long term funds and stocks could 

eventually lead to a better pension for individuals. On the other hand, Banks and Old-

field (2007) and McArdle et al (2010) argues that a lower mathematical ability to per-

form simple calculations about interest rates, inflation etcetera shows high correlation to 

lower levels of investments (cited in Banks & Oldfield, 2007).  

Several earlier studies has evidence that point out that individuals tend to save too little 

for their retirement (Campbell, 2006) (Lusardi and Mitchell, 2007). Although most 

studies have been conducted in US there are evidence from studies (Lusardi and Mitch-

ell, 2007; OECD, 2005) that points out the same results in developing countries, Euro-

pean countries, Japan and Australia (Lusardi et al., 2008). 

 

Earlier studies in the US have shown evidence that households understand their own 

limitations and avoid financial strategies for which they feel unqualified (Campbell, 

2006). Taking the widespread lack of financial literacy in to account, it is not highly un-

likely that may also be the case in Sweden. 
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2.2 Financial Concepts 

2.2.1 Interest on Interest 

One of the questions in the survey dealt with interest rate, or actually the phenomenon 

of interest on interest. Less than one third of young people in the US possess knowledge 

about interest rate. (Lusardi et al, 2010).  Ross et al. (2008) describes this important fi-

nancial concept with an example. ―Suppose an individual were to make a loan of $1. At 

the end of the first year, the borrower would owe the lender the principal amount of $1 

plus the interest on the loan at the interest rate of r. For the specific case where the in-

terest rate is, say, 9 percent, the borrower owes the lender.‖ 

This is similar to our example in the survey question, however instead of putting money 

in a savings account this example focus on an individual taking a loan. The phenome-

non of interest on interest is the same though.  

Ross et. al (2008) continues to describe what will happen when the borrower decides to 

continue for another period of time, in this case an additional year since the interest is 

compounded once every year.  

"$1 X (1+0,09)
2
 ‖(Ross et al., 2008). 

This fairly simple formula shows how much the borrower has to pay back when she or 

he wants to pay back the loan. In order to make this example comparable to the question 

in the survey one could just assume that the individual was depositing money in to a 

savings account with 9 % interest instead of taking a loan. 

Benjamin Franklin once said, ―Money makes money and the money that money makes 

makes more money‖ (Cited in Ross et al., 2008).  

Let´s examine the difference of the total amount of money in the savings account when 

the interest of 9 % is compounded once versus twice every year. If you for example 

have 1000 SEK in a savings account where the interest of 9% is compounded twice eve-

ry year you would have 1092 SEK (1000 x 1,045 x 1,045) at the end of the year. If the 

interest would be compounded once every year instead, you would have 1090 SEK 

(1000 x 1,09) at the end of the year. Hence, you will have more money on the savings 

account if the interest is compounded twice every year instead of two.  

The concept of interest on interest is highly important for individuals that save and bor-

row money. The example given by Ross et al. (2008) uses very small numbers of mon-

ey, however in real life cases where people can borrow millions of SEK, the amount of 

interest increases much faster. Bottom line is that those small numbers beyond the dec-

imal point can add up to big amounts of money when the transactions are big (Ross et. 

al, 2008).  And when the interest is compounded more than once a year the figures will 

rise and it will either result in a higher balance in your savings account or a higher debt 

compared to if it was compounded once every year. 
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2.2.2 Inflation 

Inflation is an important fact of economic life. (Ross et al., 2008). The survey has one 

question concerning inflation, or more precise, the relation between inflation and inter-

est rates. When considering depositing money in to a savings account one always has to 

take the inflation in to account in order to be able to understand what your total return 

will be. But before going in to this, one has to understand what inflation actually is.  

Inflation is today commonly referred to as ―price increase‖. A more specific definition 

of inflation is – a rise in the general price level caused by an imbalance between the 

quantity of money and trade needs. (Bryan M.F, 1997) 

Edwin Walter Kemmerer (1918) described the occurrence of inflation as - ―inflation oc-

curs when, at a given price level, a country’s circulating media—cash and deposit cur-

rency—increase relatively to trade needs‖ (Cited in Bryan M.F, 1997). 

 

Taking these two definitions in to account when reading the survey question about infla-

tion one should easily understand that if the inflation level is higher than the interest 

rate, you purchasing power till decrease if you decide to deposit the money. Although 

this may seem fairly easy to understand, more than 40 % of the population in Sweden 

either did not know the correct answer or did not respond to the question in a financial 

literacy survey initiated by The Swedish Financial Supervisory Authority. (Almenberg. 

J and Widmark. O, 2011). These results are fairly the same as the ones presented by 

Guiso and Jappeli (2009).  

 

Ross et. Al (2008) gives an example of this phenomenon. Assume a bank lends you 

money at an interest rate of 10 %. Although it might seem to be a really good deal at the 

first sight, one has to put the interest rate in relation to the current inflation rate. If the 

inflation rate would be 6 % it will affect your purchasing power significantly. Without 

inflation you would have been able to buy goods worth 10 % more after one year. How-

ever with the inflation the prices will increase with 6 %. Your purchasing power will 

still be higher than the year before since the interest rate is higher than the inflation rate. 

In this case you would be able to buy 1,038 goods after one year instead of 1,10 if you 

only took the interest rate in to consideration.  

2.2.3 Risk  

When dealing with financial instruments, one should be aware of the risk factor accom-

panied to the different investments. It is therefore important that people understand the 

risk of the different investments and how to lower the risk of their portfolio.  

Everybody wants to get as high return on their investments as possible but at the same 

time expose them to as low risk as possible.  

In 1959 Harry Markowitz wrote ―Portfolio selection: Efficient diversification of in-

vestment‖ where he discussed the correlation between risk and return. The conclusion 
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he found was crystal clear: ―People cannot expect higher returns than the returns on the 

savings account without taking on extra risk.‖ Markowitz was awarded the Noble Prize 

in 1990 together with William Sharpe and Merton Miller who had developed Marko-

witz original ideas of risk and return and shaped the CAPM model. (Cited in Bernhards-

son, 2007) 

There are methods that are used in order to lower risk. The most used and best known 

strategy is called diversification. The thought of diversification is that you should try to 

diversify your investments across different securities rather than just invest in one single 

stock. Therefore should the variability in the returns in our portfolio decline. In order to 

get this to work you must make sure that the different investments in the portfolio don’t 

move precisely together – they cannot be perfectly correlated. (Keown et al, 2008)   

Markowitz and Sharpe said that there are two kinds of risk: the risk directly connected 

to the company, such as products, research, development etc., called unsystematic risk 

and the risk that involves the world economy as a whole, business cycle and market in-

terest rate for example, called systematic risk. (Cited in Bernhardsson, 2007; Keown et 

al, 2008) 

The whole risk of a portfolio cannot be diversified away. It is only the unsystematic risk 

that can be diversified away, why it sometimes comes to be called the diversifiable risk. 

The systematic risk, also called the market risk, cannot be diversified away through ran-

dom diversification. (Keown et al, 2008) 

Harry Markowitz is today considered to be the father of the ―modern portfolio theory‖ 

which is a model that is used by investors to maximize portfolio return for a given 

amount of risk. It is Markowitz mathematical ideas about diversification, risk, return 

etc. that are the foundation of this theory. Shipway wrote it well when he described 

Markowitz ideas about diversification and risk as: At its simplest, this can be interpreted 

as a mathematical interpretation of the old adage ―don’t put all your eggs in one basket‖. 

(Shipway, 2008) 

 

2.2.4 Tax on capital gain 

Capital gain is now considered as a taxable income in Sweden. The intention behind this 

is that all capital income should be assessed in a similar way and as hard as income 

from employment.  

However, there are certain problems with this approach. One of the biggest problems is 

that, in times where there is a high inflation the whole nominal profit from capital 

shouldn’t be assessed as hard the income employment as it could force the investor to 

see his wealth decline.  

The government has therefore decided that the tax on capital gain should be 30%, which 

is lower than the regular tax on income from employment. There can still emerge prob-
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lems with this approach but it was considered to be the best and easiest solution to this 

problem instead that everybody should have to do different deductions. (Lodin et al, 

2011) 

Since the proportional tax rate of 30% is mandatory for everyone, it doesn’t matter how 

wealthy you are. You will still have to pay the same amount in tax on your capital in-

come. This has led to that it is meaningless to write over all the capital in the family on 

the person with the lowest income, which you gained on in a tax point of view earlier. 

(Lodin et al, 2011) 

The section of law where the tax rate on capital gain is mentioned can be found in 

―Inkomstskattelagen‖  Chapter 65, 7 §. 

There are however ways to get around the taxation, at least to a certain point. The law 

says that if you have made some bad investments with a negative result, you are eligible 

to a tax reduction of 30% on capital up to 100 000 and 21% on capital above this 

amount. This makes it possible for investors to dodge the tax on capital gain. For exam-

ple, if an investor wants to cash in on a profitable investment, he can choose to sell off a 

bad investment with a negative result and therefore be eligible for a tax reduction. If he 

wants, he can just buy back the stock directly after he sold them. This is called to set off 

the profitable investments against the non-profitable investments. (Lodin et al, 2011) 

The section of law where this is handled can be found in ―inkomstskattelagen‖ Chapter 

67, 10 §. 

There is another option to avoid tax on capital gain as well. It is called ―capital assur-

ance‖ which works like an account with a yearly fee. This fee is considerably lower than 

the tax rate which makes this option very attractive for investors that trade a lot during 

the year and have at least a couple percent profit. One big difference is that the fee you 

have to pay on this accounts is based on the whole portfolio instead if just paying on the 

capital gained as is the case with the taxation. The fee on an account like this is 0.7452 

% during 2011, which means that you will have to pay this amount of your portfolio in-

stead of paying tax. This amount is calculated every year by multiplying the previous 

year’s mean government borrowing rate and the current year’s tax rate.  

The mean government borrowing rate for 2010 was 2,76% and the tax rate for 2011 is 

27% ( 0,0276 x 0,27 = 0,7452). 
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3 Methodology 
In this chapter the authors will discuss and motivate our decisions made during the 

process of this study. The problems faced during this process will also be discussed and 

as well as the reliability of the study.  

 

3.1 Research method 

According to Holme and Solvang (1991) there are two methods that can be used to 

gather data, a quantitative and a qualitative method. The main difference between them 

is the usage of numerical values and statistics. The methods can be used separately or 

combined.  

The authors have decided that a quantitative research method is best for this thesis.  Ali-

aga and Gunderson (2002) defined quantitative research as ―Explaining phenomena by 

collecting numerical data that are analyzed using mathematically based methods (in par-

ticular statistics).‖ 

Quantitative is best used when researchers know in advance what they are looking for, 

and when everything is either 1 or 0. Another reason behind the chosen method is be-

cause the aim of the research is to classify features, count them and construct statistical 

models in an attempt to explain what is observed. Moreover, due to the fact that the data 

form collected is numbers and statistics and the authors are using a survey in order to 

collect the data, a quantitative approach has been considered to be the best suited ap-

proach for this study. 

It is also standardized to use quantitative research methods in subjects of finance, which 

has purposes like hypothesis testing (Johannessen and Tufte, 2003). 

3.1.1 Deductive approach 

This study uses a so called deductive approach. The main characteristics behind a de-

ductive approach is that you go from theory to empirics, and deviate from the general 

and focus on the substantial (Johannesen and Tufte, 2003). In other words, the research-

er proceeds with one theory and checks if the empirical data confirms the theory or not. 

This approach was most effective and suitable in the case of this study, since the authors 

have used hypotheses (theories) that were tested on a sample of individuals. The indi-

viduals will supply us with the empirics from the survey. This confirms Johannesen and 

Tufte´s explanation of a deductive approach, where you go from theory to empirics. 

However there is a second approach which is called inductive approach which can be 

explained by going from empirics to theory. The authors will not go through it thor-

oughly since it was not used, but it basically means that you draw conclusions from the 

special to the more general (Johannesen & Tufte, 2003). 
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3.1.2 Disadvantages of the chosen method 

It is important to have in mind that there are disadvantages with both quantitative and 

qualitative methods. However the authors will not discuss qualitative disadvantages 

since it is not conducted. 

According to Ronald A. Nykiel (2007) preset answers will not necessarily reflect how 

people actually feel or think about certain subjects, they might just choose the closest 

possible answer. In addition to Nykiel (2007), Johannesen and Tufte (2003) also argue 

that results are limited as they only provide numerical descriptions and not comprehen-

sive narrative data. A quantitative approach also provides less elaborate accounts of 

human perception compared to a qualitative research method. A researcher conducting a 

quantitative research method will collect a much narrower and sometimes superficial 

dataset (Nykiel, 2007). The research is also often carried out in unnatural environments 

that might not be suitable for the research that is being done. There are also risks with 

standardized questions in surveys, which can lead to fundamental bias and false repre-

sentation. (Nykel, 2007). In other words the questions may reflect the researchers view 

instead of the participating topic.  

3.1.3 Problems encountered  

From the beginning, the goal was that the analysis should be based upon the answers of 

100 participants. Afterwards it can be established that the analysis is based upon the an-

swers from 80 participants. This problem depends on the unwillingness from people to 

answer the questions in the survey as well as the lack of time which can be derived from 

that the authors underestimated the time it would take to collect the surveys in the plan-

ning phase.  

The age distribution is not equally distributed as it is only one participant in the age in-

terval ―over 65 years old‖. The reasons behind this are probably several, for example: 

elderly people tend to be more unwilling to participate in surveys, elder people might 

not appear in the public areas visited to as a high extent. 

3.2 Population 

To investigate the hypothesis it was important to determine the financial literacy of eve-

ry single element in our population. A sample size of thirty or more elements is consid 

Figure 4 Sample (Johannesen and Tufte, 2003) 



 

 
18 

ered large enough for the sample mean to be normal distributed. (Aczel and Sounder-

pandian, 2009) 

Johannessen and Tufte (2003) argue that sampling methods like this are more beneficial 

since they eventuate in the same way as if the total population would have been investi-

gated. In this case, sampling method is extremely required since an investigation on the 

total population requires massive resources.  A sample of 80 randomly chosen individu-

als was used since it provided a more accurate result than with the minimum required 

population. 

Interviews by e-mail or post was discussed but rejected since the probability of getting 

answers are much lower compared to conducting oral interviews.  The interviews were 

held at different locations in Jönköping city. The probability sampling method had to be 

disregarded to some extent due to financial issues. The interviews were performed in 

such ways that the interviewer potentially could have picked as many young or old per-

sons he or she wanted. Although it is important to highlight that this did not happen.  

3.3 Transmittability and statistical generalizability  

Quantitative analysis is often linked with statistical generalizability (Johannessen and 

Tufte, 2003). Statistic generalization can be defined as the extent to which research 

findings and conclusions from a study conducted on a sample population can be applied 

to the population at large (Myers, 2000). This will help us fulfill one of the goals of our 

study, to use our results from the sample, look at it as if it was the total population of 

Sweden and compare it other studies done in different countries. 

 

 

 

 

 

 

 

Tufte and Johannessen continue to talk about generalization and its requirements. In or-

der to do a statistical generalization one has to take a random sample out of the popula-

tion. This random sample will represent the whole population, in this case the random 

sample will be the 80 individuals interviewed. 

Sometimes a sample can be biased and it is then recommended to perform a failure 

analysis in order to investigate how big the selection loss is (Johannessen and Tufte, 

2003).  

Figure 5 Selection loss (Johannessen and Tufte, 2003) 
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There are some differences between quantitative and qualitative approach. In a qualita-

tive approach it is more important to focus on transmittability rather than generalization. 

This basically means that findings (interpretations, concepts, explanations) one has got 

from a qualitative analysis can be transmitted to other, but similar, situations (Johannes-

sen & Tufte, 2003). 

3.4 Primary and secondary data 

The findings in this paper will be based on primary and secondary data. Information 

gathered from surveys and interviews is called primary data while secondary data is the 

information found in books, papers, brochures and via the internet.  

The findings from the conducted survey will provide the majority of primary data need-

ed in this paper. Secondary data has been collected via several other papers on the same 

topic and relevant literature. When using secondary data you have to be very critical of 

sources and make sure the data is correct. 

3.5 Criteria of assessment 

Thunman and Wiedersheim-Paul (2007) argues that quantitative and qualitative re-

search methods use different type of data collecting techniques. Every data collection 

technique needs to be assessed how well they measure the data you want to measure. 

This is when the concepts validity and reliability comes in to mind. Validity is a neces-

sity for results to be generalized, in order for them to be used in other similar situations. 

Reliability and Validity are concepts created for studies with a quantitative approach. 

However they have during the last couple of years also been used on studies with a 

qualitative approach. This is according to Thunman and Wiedersheim-Paul unfortunate 

since there are more appropriate methods available for qualitative studies. 

Thunman and Wiedersheim-Paul continue to discuss the differences of how the con-

cepts validity and reliability are used in studies of quantitative and qualitative approach. 

In a quantitative approached study you have as a rule of thumb chosen the collection 

method before the actually data collection has started. It is then possible to assess the 

validity and reliability of the desirable objectives beforehand. This differs from a quali-

tative approach, where the validating and reliability process continues throughout the 

whole research process. 

In a study with a quantitative approach the concepts of validity and reliability are par-

ticular associated with the data collection. The right type of data needs to be collected in 

the right way. Validity and reliability in a qualitative study are associated with both the 

data collection and the analysis of the collected data. 

3.5.1 Reliability 

Thunman and Wiedersheim-Paul (2007) argues that reliability is all about trust. For ex-

ample, without trust how should one be able to make decisions about expansion to a 
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new market out of an investigation that is incorrect? In this case, the authors need to 

make sure that the questionnaire is done correctly and that the sample is not biased. 

There are two rules of thumb to take in to account when you are doing a quantitative 

study. High reliability does not guarantee high validity, however high validity requires 

high reliability. (Thunman and Wiedersheim-Paul, 2007) 

An example of this is given by Thunman and Wiedersheim-Paul (2007). If you want to 

examine the wellbeing of employees in a workplace, you should most likely not meas-

ure the room temperature, although this might be a factor. Thus, it does not matter how 

thoroughly you conduct a study if the method, in this case the questions, are designed in 

the wrong way. A better way to conduct the study is to ask the employees what they 

think about the pleasantness in the workplace. This is a more reliable factor in this par-

ticular case. However, it is not for certain that the response rate will be one hundred per 

cent. Hence, the statement above comes in to mind again, high reliability does not guar-

antee high validity.  

Within quantitative analysis like this one, reliability is equal to repeatability, something 

that can be calculated and be given a numerical measure according to Thuman & Wie-

dersheim (2007). In order to investigate a quantitative study’s repeatability the authors 

have to look at reliability from three different angles. (Thunman and Wiedersheim-Paul, 

2007) 

 Is the study unbiased? 

 Is the study affected by time? 

 Is there coherence in the results between different parts of the questionnaire that 

covers the same type of questions? 

 

3.5.2 Inter-rater reliability  

William M.K. Trochim (2006) argues that whenever you use humans as a part of your 

measurement procedure, you have to ensure that the results you get are reliable or con-

sistent. People are according to Trochim notorious for their inconsistency, they get tired 

and distracted, they daydream and they misinterpret.  

In our case the questionnaire that will provide the necessary data to perform this study 

will be designed and handed out by two individuals. The reason behind this is as 

Trochim describes, you need to ensure that the data collected is reliable.  

The definition of Inter-rater reliability is stated by Trochim as ―Used to assess the de-

gree to which different raters/observers give consistent estimates of the same phenome-

non.‖ (William M.K. Trochim, 2006). 

Inter-rater reliability can be used in different situations. Trochim describes several of 

them. First it can be used if your measurement consistence of categories. This means 
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that the raters are checking off which category each observations falls in, and then 

check if there is any similarity between the raters.  

This study will use a somewhat modified version of this type of test. Each person will 

hand out fifty questionnaires, and receive answers. The Inter-rater reliability test in this 

case will check whether the answers are consistent with both interviewers. A bad result 

would be if one interviewer only had people within a certain age, and the other one had 

answers from all kinds of ages. A good result would be if both interviewers have similar 

distribution among the age of the interviewed people. Thus, using two or more inter-

viewers will more likely make the study unbiased due to less distribution errors.  

William continues to describe one more inter-rater reliability test. That is when you 

have measurements of a continuous type. What you do is that you calculate the correla-

tion between the ratings of the two observers. A simple example is given by Trochim.  

If you rate the level of activity in a classroom on a 1-to-7 scale, the raters could give 

their rating at regular time intervals, e.g. every 30 seconds. The correlation between the-

se ratings would give you an estimate of the reliability or consistency between the 

raters. 

Trochim uses the phrase ―calibrating the observers‖ as a description of reliability. Reli-

ability can be measured in many other ways as well, and can also be encouraged be-

tween observers. It can be done through discussion between observers, for example they 

can describe how they approach certain people for interviews to each other. A good out-

come of the discussion would be that they agree of a similar way to approach the indi-

vidual they want to interview. For example they could approach the first person walking 

by every two minute. 

3.5.3 Internal consistency reliability 

According to Trochim (2006), you use internal consistency reliability to estimate relia-

bility by administering our single measurement instrument to a group of people on one 

occasion. The reliability of the participants can be estimated based on how well the 

items that reflect the same construct yield similar results. It is used to check how con-

sistent the results are, in this case: how consistent and reliable the answers in the survey 

are. The reliability and consistency of the answers will be tested by having two ques-

tions with the same meaning in the survey. 

In this survey the reliability has been tested via two questions regarding risk. The first 

question is a question where the participant has to state how risky they believe them-

selves to be on a scale from one to ten, where ten is the highest. The second question is 

a question where they have to choose which investment alternative that fits them best. 

The first alternative has high risk with high return, the second medium risk with medi-

um return, and the last one low risk with a low return. People, who believe they are a 

one or a two on the 1-to-10 riskiness scale, should of course choose the alternative with 
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low risk on the next question in order to be reliable. People who consider themselves 

medium risk lovers should chose riskiness between three and six, and risk lovers should 

choose riskiness between seven and ten. The relationship between the chosen riskiness 

level and investment type is not written in to stone. However if there is a too large gap 

between the answers of the two questions, that particular element in the sample will be 

discarded, due to too low reliability.  

3.5.4 Validity 

According to Thunman and Widersheim-Paul (2007) validity is used to verify that the 

collected data is correct and relevant. The answers from the survey must be registered 

accurately and then transferred to the database correctly so no errors occur. The surveys 

also have to answer the questions and hypotheses that it was intended to do.  

Thunman and Widersheim-Paul (2007) continues to describe validity. It is commonly 

divided in two parts, external and internal validity. The internal validity is supposed to 

evaluate how well the answers from the survey represent reality. The external validity is 

used to check how applicable the answers may be to other studies than the one intended. 

3.5.5 Pearson Chi-Square 

Pearson Chi-square and its properties were first investigated by Karl Pearson in 1900. 

(Plackett, 1983). This type of test can, according to Plackett (1983), evaluate or estimate 

the goodness of fit and test of independence. More specific, these tests do the following: 

Goodness of fit establishes if an observed frequency distribution differs from a theoreti-

cal distribution. 

A test of independence estimates whether paired observations on two variables stated in 

a contingency table are independent of each other. 

 

To estimate the chi-square statistics, one has to find the difference between each ob-

served and theoretical frequency for each possible outcome, then square them and di-

vide each by the theoretical frequency. Secondly, one has to delineate the degrees of 

freedom of the test (Packett, 1983). These calculations will be done with the help of 

PASW. The Pearson Chi-Square will help us to determine the significance values of the 

results, and ultimately show whether the hypotheses can be accepted or not.  

3.6 Survey 

3.6.1 Univariate analysis 

The most commonly used method to collect quantitative data is to do a survey (Johan-

nesen & Tufte, 2003). There will be a lot of questions in the survey and there will be a 

lot of participants as well. If the survey consists of 20 questions and 100 participants, 

the outcome will be 2000 frames (20 x 100). So many frames are not manageable for 

the researcher and too much for a reader to take interest in.  
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Therefore the statistical analysis has been investigated in the easiest form possible, uni-

variate analysis. For example, how many of the participants are women or men? Or, 

what is the age distribution?  

 

Univariate comes from the Latin word unus which means one. You basically count how 

many units there is for every single value of the variable. (Johannesen & Tufte, 2003) 

3.7 Level of measurements 

Levels of measurements typically refer to the theory of scale types, which was devel-

oped by a psychologist named Stanley Smith Stevens in 1946. Stevens argued that eve-

ry measurement in Science was conducted using four different types of scales – nomi-

nal, ordinal, interval and ratio.  

 

It is important to differ between these levels of measurements when doing a quantitative 

analysis. What type of statistical analysis that is possible to conduct depends on the var-

iables level of measurement. Johannesen & Tufte argues that there are different ways to 

measure how the observations allocate on a variable. How this is done is dependent on 

the single variable and its level.  

 

Nominal and ordinal levels of measurements are ultimately measured via a simple per-

centage calculation or via the mode, while interval scale and dichotomy variables are in 

the best way measured via the mode, median, variation width, percentile or the standard 

deviation. (Johannesen and Tufte, 2003). The authors had to understand the importance 

of level of measurements in order for us to conduct the correct statistical analysis on the 

variables. 

3.7.1 Nominal scale 

The word nominal originally comes from the Latin word Nomina, which means name 

(Johannesen and Tufte, 2003). Nominal scale means that the values are names and mu-

tual excluding. Moreover, the values can only specify whether the elements are equal or 

not, and they cannot be ranked in any way. 

 

Johannesen and Tufte (2003) continue to describe the characteristics of the nominal 

scale. By mutual excluding they mean that the respondent can only have one of the pos-

sible measures. For example, a person can only be a man or a woman, not both at the 

same time. It is also impossible to rank these types of measures, because there is not any 

extra information received from those who chose men instead of women, or vice versa. 

Instead, classification is used to compile the measures. 

3.7.2 Ordinal scale 

Ordinal values are according to Tufte and Johannesen (2003) values that characterize 

themselves by being mutual excluding and they show a logical rank order. The values 

express a position in a series, for example how risk averse someone is one a scale from 
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one to ten, or what kind of education level the respondents has. It is impossible to 

change the sequence without breaking the logic of the rank order. 

3.7.3 Interval scale and ratio measurement 

Johannesen and Tufte argue that within science, interval means that it is possible to 

specify the exact same interval between values. For example, looking at a thermometer, 

there is one degree Celsius between degree twelve and thirteen, and there is one degree 

Celsius between degree thirty-one and thirty-two. It is exactly the same amount between 

the values.  

 

Some variables do not only offer identical intervals, but also something that gives the 

opportunity that says something about the relationship between the values. This is 

where ratio measurement comes in to mind. If the interval possess an non-arbitrary zero 

value, for example if someone earns zero SEK per year, it is possible to argue that 

someone that earns 400 000 SEK makes twice as much than someone that earns 

200 000 SEK. This is not possible with interval variables, since they do not have a clear 

zero point.  

3.7.4 Dichotomy variables 

Johannesen and Tufte (2003) describe a special variable called Dichotomy variable, 

which easily can be explained by saying that the variable has been cut in to half. There 

are only two possible values it can take. An example is given by Tufte and Johannesen 

(2003). A dichotomy variable can be a question investigating if the respondents have 

close friends or not with the values yes or no. 

3.8 Design of survey  

The authors decided to design our survey mainly with questions that have been used in 

earlier similar studies. Some new questions were also designed to make sure the survey 

would be complete and associated to our purpose. The authors wanted to design our 

questions for each of the following areas, inflation, interest rates, risk and stock ex-

change. The answers to these questions are the fundamental ground for us when analyz-

ing people’s financial literacy. There also was questions regarding factors that potential-

ly can affect someone’s financial literacy. These variables included age, income, gen-

der, education and parent influences. 

The following three questions are originally designed by Lusardi and Mitchell for a 

health and retirement survey in 2004, but have been used in other surveys in the United 

States and abroad. The wordings of the questions were the following. 

 Imagine that the interest rate on your savings account was 1% per year and infla-

tion was 2% per year. After one year, would you be able to buy more than, ex-

actly the same as or less than today with the money in this account?‖ (Lusardi & 

Mitchell, 2004) 
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 Do you think that the following statement is true or false? ―Buying a single 

company stock usually provides a safer return than a stock mutual fund‖ (Lusar-

di and Mitchell, 2004) 

The first question, which the authors refer to as an ―inflation question‖, tested whether 

respondents were educated about inflation and possessed basic financial numeracy. The 

second question, on ―risk diversification,‖ estimated respondents' understanding of risk 

diversification, a central element of an informed investment decision. 

Next up, a question regarding interest rate from a study measuring financial literacy, 

conducted on 948 college students in the United States of America in 1998 by Haiyang 

Chen & Ronald P. Volpe. The question adopted from that survey is the following. 

 If you invest 10,000 SEK today at 4% for a year, your balance in a year will be: 

a. Higher if the interest is compounded daily rather than monthly. 

b. Higher if the interest is compounded quarterly rather than weekly. 

c. Higher if the interest is compounded yearly rather than quarterly. 

d. 10,400 SEK no matter how the interest is compounded.  

This is a fairly basic question regarding interest rate that requires the respondents to use 

their numeracy skills. The last question investigating people’s financial literacy and 

their numeracy skills was designed by us. The wording of the question was the follow-

ing. 

 Assume you have invested 100,000 SEK in a company on the Swedish Stock 

Market, receiving X amount of shares. One year later the shares are worth 

135,000 SEK and you decide to sell. How big is your profit without capital in-

surance? 

a. 50,000 SEK.(No tax on capital gain) 

b. 35,000 SEK (30% tax on capital gain) 

c. 5,000 SEK (30% tax on invested capital and capital gain) 

d. 20,000 SEK (30% tax on invested capital) 

This question relates to the stock market and the tax rate on capital gains. The tax rate of 

capital gain is something one should know when dealing with shares on a stock market. 

There is one way of ―avoiding‖ this tax but it is only available if you have made a loss 

on anther stock, or have capital insurance. You could give up the profit on share X in 

order for you to eliminate your loss on share Y. These four questions will give us suffi-

cient amount of information about an individual numeracy and financial skills. Howev-

er, the authors also designed five questions, so called control questions, which will help 

us to investigate if the person’s skills are influenced by one or several variables. The 

five questions used were the following. They are translated in to English and the Swe-

dish version of the questions can be find the in the appendices. 

 Age? 
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a) 0-29          b) 30-39          c) 40-49         d) 50-64          e) 65+  

Age is highly relevant in this case, since earlier studies have shown that the correlation 

between financial literacy and age differs between young and old people. People tend to 

become more intellectual with time and reach their peak somewhere between thirty and 

fifty years of age. 

 

 On a scale of 1-10, how risk averse does you consider yourself to be from a fi-

nancial perspective? (10 = very risk averse) 

0 1 2 3 4 5 6 7 8 9 10 

This question together with the last question about risk investment is specially designed 

by the authors in an attempt to assess how reliable the answers from the interviewed in-

dividuals are. These two questions are fairly similar but with different wording. The an-

swers should match each other in order to be trustable. Using a scale of ten values gives 

the opportunity to conduct a more advanced statistical analysis than if you would use 

for example a scale of five (Johannesen and Tufte, 2003). 

 

 Do you have any kind of education? Check the second box if the education also 

had financial/economical orientation. 

 High school.     Finance/Economic  

 College/University (Bachelor).  Finance/Economic   

 College/University (Master).   Finance/Economic   

 College/University (Ph.D.).   Finance/Economic 

 Other (single courses, folk college).  Finance/Economic 

 No. 

 

The importance of this question is crystal clear. Education show strong correlation to fi-

nancial literacy according to earlier studies and should therefore be included in this 

study. The available answering alternatives to this question have been used in a similar 

survey by The Financial Service Authority in Sweden. 

 

 Have you invested money in funds, stocks or regular savings accounts besides 

the premium pension?  More than one alternative can be checked. 

 Yes, in stocks. 

 Yes, in funds. 

 Yes, in regular savings accounts. 

 No. 

 

The main null hypothesis in this paper is that people with high financial literacy are 

more likely to invest compared to people with lower financial literacy. This question is 

therefore one of the questions that the main hypothesis test will be based upon. The 

question is essential for us in order to be able to accept or reject the main hypothesis. 
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 If you chose any of two first alternatives in the previous questions, please an-

swer; Have you been influenced by your parents to start saving in funds or/and 

stocks?  

 Yes. 

 No. 

There are a lot of factors that determines whether a person invests their money or not. 

One of the underlying factors might be if the people have been influenced by parents, 

friends or relatives.   

 What’s your income before tax? 

 Student (CSN) 

 Below 15 000 SEK 

 15000 – 19 999 SEK 

 20 000 - 24 999 SEK  

 25 000 – 29 999 SEK 

 30 000 – 34 999 SEK 

 35 000 – 39 999 SEK 

 Above 40 000 SEK 

 Do not know  

 

People with higher income are more likely to have more money available for invest-

ments. Another scenario is that people with higher income have about the same amounts 

of money available because of higher daily expenses. The answer on this question will 

be compared to the participants answer regarding savings to see if there is any correla-

tion. 

 

 Which of the following investments do you prefer? 

 Stock/Fund A: High risk, potentially high return 

 Stock/Fund B: Moderate risk, potentially moderate return. 

 Stock/Fund C: Low risk, potentially low return. 

This question completes the reliability test. The answers of the first risk question should 

correspond with this question. For example a person with a low risk number should 

choose Stock/Fund C, and a person with a high risk number should choose Stock/Fund 

A in order for us to know that the person has answered the questions with his or her ful-

ly concentration. 
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4  Empirical Findings 

This chapter reports the findings of the survey, without any further analysis. 

 

4.1 Selection loss 

10 % (8 out of 80) of the survey respondents had to be rejected since they did not an-

swer the reliability questions in the way they should have. Due to this the valid sample 

decreased to 72 respondents. In the analysis the segment ―65+‖ will be discarded due to 

a too small sample size. 

4.2 Background variables 

Gender wise, the data collected is fairly evenly spread among the 72 respondents. 38 

men (52%) and 34 women (48%). 

 

 

 

 

 

 

 

 

 

 

 

The age distribution is visualized below. It´s fairly evenly spread if the segment 65+ is 

disregarded.  

 

 

 

 

 

 

 

 

 

Figure 6 Sex distribution (Nordenhed and Rosenkvist, 2011) 

Figure 7 Age distribution (Nordenhed and Rosenkvist, 2011) 
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Education was measured in almost the same way as Almenberg and Widmark (2011) 

did in the study initiated by the Swedish Financial Supervisory Authority. The educa-

tion ranged from High School to a Master’s degree level. Our respondents did not have 

any Ph.D. degree so therefore it was disregarded from the analysis.  

 

Figure 8 Sex vs Education (Nordenhed and Rosenkvist, 2011) 

 

As visualized in Figure 8, most respondents only hold a high school
1
 education, and on-

ly one person registered with a secondary school education with economic or financial 

orientation. When it comes to higher education, a bachelor or master level, more people 

tend to study economy or finance than on a lower level. 50 % of the women holding a 

master’s degree had an economic or financial orientation, while 28.5 % of the bachelor 

degrees had economic or financial orientation. 

 

 

 

 

 

                                                 
1
 High school education is referred to as secondary school in the Figure. 
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Figure 9 Income distribution. (Nordenhed and Rosenkvist, 2011) 

There are similarities in the education levels between men and women. Secondary 

school is highly dominant and on a higher level economic or financial orientation is 

very common. 66 % of the respondents with a bachelor degree were in to economy or 

finance, while a remarkable 100 % of the respondents with a master degree were in to 

economy or finance. 

Income levels were measured on a range that is visualized in Figure 9. Women are high-

ly dominant at the levels ―under 15 000‖ and ―25 000 - 29 999‖, while males are more 

represented at higher income levels. 

 

 

 

 

 

 

 

 

 

 

Figure 10 visualizes Women and Men´s saving habits. Funds are the most popular sav-

ing instrument for women. 73.5 % of the women save in funds. A bit surprisingly men 

tend to save in regular savings account more often than in funds. 52.6 % of the men 

save in regular saving accounts while 39.4 % of the men also have money invested in 

funds. On the other hand, men are highly dominant when it comes to stock investments. 

34.2 % of the men have invested in stocks while the corresponding part of the women is 

only 14.7 %. It has been reported in earlier studies that women take less risks, so there-

fore the authors don’t see these results as suprising. 

Figure 10 Saving question results (Nordenhed and Rosenkvist, 2011) 
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Figure 11 Influence questions results (Nordenhed and Rosenkvist, 2011) 

Men are more likely to be influenced from their parents to save in funds or stocks, while 

women are more likely to ―stumble‖ in to the path of saving by themselves.  

4.3 Financial literacy 

In general, women possess less knowledge about finance and economy than men ac-

cording to our survey. More specific, no respondents showed very low financial litera-

cy. 9.7 % showed low financial literacy, 20.8 % showed medium financial literacy, 30.8 

% showed high financial literacy, while 38.8 % showed very high literacy. Further de-

tailed analysis comparing financial literacy of men and women with the background 

variables can be found in the analysis chapter. 

 

 

Almost 59.5 % of the men answered correctly on the question regarding interest rate, 

while only 44 % of the women managed to pick the correct answer. This question 

turned out to be the hardest one for both gender.  
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Figure 12 Interest question results (Nordenhed and Rosenkvist, 2011) 
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The question about capital taxation retrieved good results from the male respondents, in 

terms of correct answers, as visualized in Figure 13. However, women showed a bigger 

lack of knowledge in this area. 64.5% of the women and 86.5% of the men gave a cor-

rect answer to this question. 

 

Figure 14 Risk question results (Nordenhed and Rosenkvist, 2011) 

The risk question was also fairly easy for both men and women to understand. 86.5 % 

of the men chose the correct alternative while 73.5 % of the women answered correctly 
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Figure 13 Capital taxation question results (Nordenhed and Rosenkvist, 2011) 

(Nordenhed and Rosenkvist, 2011) 
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Figure 15 Inflation question results (Nordenhed and Rosenkvist, 2011) 

The phenomenon of Inflation was easy for both the female and male respondents to un-

derstand. This was the question that got the most correct answers from both genders. 

76.5 % of the female respondents knew the answer while 92 % of the male respondents 

chose the correct alternative.  

 

The following table summarizes the financial literacy among women and men in this 

study. 

 

Figure 16 Literacy vs Sex (Nordenhed and Rosenkvist, 2011) 

The definitions of the literacy levels can be found under the ―Definitions‖ section.  

47.36 % of the men have very high financial knowledge, 39.4 % have high knowledge, 

10.5 % medium knowledge and 2.6 % low knowledge about financial concepts. Women 

on the other hand have a more evenly spread result. Most women (32.5 %) that respond 

to the survey have medium knowledge, followed by very high (29.4 %), high (20.6 %) 
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and low knowledge (17.64 %) about financial concepts. It is notable that neither any 

man nor woman reported to have zero corrects answers. 
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5 Analysis 

This chapter is dedicated to a more detailed analysis of the data from the survey, and a 

comparison to earlier studies. The analysis will help the authors to come to a conclu-

sion of their hypotheses. Are there differences between men and women’s financial 

knowledge or not, and what kind of background variables affect financial literacy and 

market participation.  

Some part of the will be computed with the help of Statistical Package for the Social 

Sciences (SPSS or PASW). 

 

5.1 Survey results – A comparison 

This part will focus on a comparison to Almberg and Widmark (2011) study on finan-

cial literacy on Swedish adults, initiated by the Swedish Financial Supervisory Authori-

ty. In some cases the results will be compared to foreign studies due to that some ques-

tion that is used in this survey are not represented in Almberg and Widmark (2011). 

A quick comparison to the results in the Almberg and Widmark´s (2011) study shows 

that the respondents of this survey had much better knowledge about inflation. Almberg 

and Widmark (2011) survey got a total of 59.4 % correct answers. Mixing both women 

and men in this survey will generate a correct answer rate of 86.1 %.   

When it comes to Risk, 80 % of the men and women gave the correct answer and can be 

seen as familiar with the area. In Almberg and Widmark (2011) 68.4 % gave a correct 

answer. However, they also had a second question that can be regarded as a risk ques-

tion. The wording of that question is as follows; ―Stocks tend to fluctuate more in value 

than bonds. True or false?‖. 88.4 % was familiar with the question and gave a correct 

answer. 

 

Capital taxation was not examined in Almberg and Widmark (2011), nor any other 

study conducted in Sweden or abroad known to the authors.  

 

The interest rate question generated 52.77 % correct answers, while the comparing 

study (Almenberg and Widmark, 2011) did not have this type of question in their study. 

However, comparing the results from this survey to Chen and Volpe (1998), where the 

question originally was designed, shows that they had a higher rate of correct answers, 

56.39 %.  
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Almberg and Widmark (2011) summarized their financial literacy results in Table 1.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 1, Literacy Index Score (Almenberg and Widmark, 2011) 

23.2 % of the respondents from the valid sample can be seen as not that financial 

knowledgable. Comparing this to the results of this study shows that Almberg and 

Widmark (2011) have much more individuals with low knowledge. 9.72 % of the re-

spondents in this study have low knowledge about financial concepts. 

 

26.0 % and 16.3 % of the respondents in the comparing survey can be found in quartile 

two and three.  The corresponding results in this survey show 20.83% for quartile two 

and 30.55% for quartile three.  

 

As visualized, 34.5 % of the respondents in the valid sample are in the highest quartile, 

which means they have a high rate of correct answers. Comparing it to the findings of 

this study shows that Almenberg and Widmark have slightly less respondents with very 

high knowledge. 38.9% of the sample showed very high knowledge about financial 

concepts. The authors knows that their study contains a bit more students than Almen-

berg and Widmark, which is most likely one reason why more people show higher fi-

nancial literacy in this study.  

 

When it comes to influence and its sources, the survey reported that parents often (50%) 

influence their sons more often than their daughters. However, the total percentage of 

individuals that feel influence from their parents is 48.1 %. Van Rooij, Lusardi and 

Alessie (2007) report that an average
2
 of 28.97 % is influenced by their parents or 

friends when it comes to financial decisions. 

 

 

                                                 
2
 The number of influenced individuals in Van Rooij, Lusardi and Alessie (2007) were divided in to four 

categories, depending on their financial knowledge. We have simply used the average amount out of 

these four segments. 

Table 8 Financial litera-

cy index Index Score  

Criterion ‐ 

PCA score 

grouped into 

quartiles of 

observations  

Proportion 

of valid 

sample  

Proportion 

of total 

sample  

1  Lowest 

Quartile  

23.2%  12.6%  

2  Quartile 2  26.0%  14.1%  

3  Quartile 3  16.3%  8.8%  

4  Highest 

Quartile  

34.5%  18.7%  

                                                     Missing  ‐  45.7%  

                                                     Total  100.0%  100.0%  
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5.2 Literacy by background variables 

 

Source Type III 

Wald Chi-Square df Sig. 

Education 9,719 4 ,045 

Income 14,411 8 ,072 

Sex 7,456 1 ,006 

Age 2,076 4 ,722 

Dependent Variable: Literacy 

Model: (Threshold), Education, Income, Sex, Age 

Table 2 Test of Models Effects (Nordenhed and Rosenkvist, 2011) 

 

Table 2 illustrates the variables sex, income, education and age. Examining the educa-

tion variable closely reveals that there is a negative relation between education level 4 

(Master Degree) and education level 3 (Bachelor). This means the literacy is decreasing 

from education 4 to education 3. The underlying reason for this is because only 55 % of 

the respondents with bachelor degree studied finance or economics, while 82 % of re-

spondents with a master degree were studying finance or economics. The literacy then 

increases from education level 3 to education level 2 (Single courses etc.), where you 

can find 22 % with finance or economics courses. Many respondents that only studied 

single courses after high school are elder people that have experience of investments 

and financial concepts in general.  

Individuals with a Master’s Degree in any subject show either high or very high 

knowledge about financial concepts.  Although there are quite many high knowledgea-

ble individuals in the ―Secondary School‖ segment one should be aware that 41,6 % of 

the total respondents can be found in this segment. 30 % of the individuals with Sec-

ondary school education show very high knowledge while 73 % of the individuals with 

a Master’s Degree show high knowledge about financial concepts. The findings are 

pretty similar to Almenberg and Widmark (2011) when comparing high education such 

as Masters or Bachelor. Neither this or Almenberg and Widmark (2011) show any large 

proportions with very low financial knowledge.  

 

Figure 17 Literacy by Education (Nordenhed and Rosenkvist, 2011) 
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A further analysis of the Bachelor and Master degree respondents show that 44 % of the 

first-named don’t have any economic or financial orientation, while only 18,2 % of the 

individuals with a Master degree did not study economy or  finance. This can be seen as 

a reason why the segment ―Bachelor‖ shows a lot of more low financially knowledgea-

ble individuals. 

 

One may be surprised that people with no High school education show such a good re-

sult. An interesting fact to take in to consideration is that 84,6 % of the respondents with 

no education what so ever after High School has money invested in either stocks or 

funds. This may be a reason to why this segment has such a high rate of financially 

knowledgeable individuals. 

 

The amount of people with high financial literacy is steadily increasing from the high 

school segment up to the master segment. The percentage of people with lower financial 

literacy in the bachelor segment is however a bit too high for the curve to be perfect.  

The reason why people without a high school diploma possess higher financial literacy 

overall than the people who have graduated from high school is hard to grasp. The au-

thors of this paper can only speculate about the underlying factors to this.  One reason 

could, however, be that people within the ―no education at all‖ segment is older overall 

and has acquired financial knowledge from personal experiences and lifetime lessons. 

Although the significance level is low in this case, the graph visualized in the empirical 

findings is not lying. There are patterns to observe and explanations to take in to ac-

count where the pattern deviates. For example, the literacy is higher in education level 0 

than in 1 and 2, however a lot of the respondents in this segment are students undergo-

ing bachelor or master degrees with finance or economic orientations.  

Table 3 Generalized linear model test of Literacy and Education (Nordenhed and Rosenkvist, 2011) 

Sex shows an inverse spearman correlation and a significance level of 0.006. This 

means that the financial literacy results between men and women are far from equal in 

most cases, which also was the case when examining the survey results. This result is 

consistent with earlier studies. 

 

Parameter Estimates 

Parameter 

B Std. Error 

95% Wald Confidence Interval Hypothesis Test 

Lower Upper Wald Chi-Square df Sig. 

[Education=0] 1,028 1,0634 -1,056 3,112 ,935 1 ,334 

[Education=1] -1,064 ,9338 -2,895 ,766 1,299 1 ,254 

[Education=2] ,330 1,0778 -1,783 2,442 ,093 1 ,760 

[Education=3] -2,049 1,1480 -4,299 ,201 3,185 1 ,074 

[Education=4] 0
a
 . . . . . . 

.Dependent variable: Literacy 
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Table 4 Spearman´s rho for Literacy and Sex (Nordenhed and Rosenkvist, 2011) 

Correlations 

 Sex Literacy 

Spearman's rho Sex Correlation Coefficient 1,000 -,328
**
 

Sig. (2-tailed) . ,006 

N 72 72 

Literacy Correlation Coefficient -,328
**
 1,000 

Sig. (2-tailed) ,005 . 

N 72 72 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Taking a look at Table 6, high financial knowledgeable individuals are more frequently 

reported on higher income levels. 91 % of the respondents with a monthly salary of 

30 000 – 34 999 shows either high or very high financial knowledge, while 100 % of 

the respondents with a salary between 35 000 and 39 999 SEK per month shows high or 

very high knowledge about financial concepts. Individuals with an income of 40 000 or 

more per month all have very high knowledge in this study. 

 

 

Figure 18 Literacy vs. Income (Nordenhed and Rosenkvist, 2011) 

Students qualify in to fourth place, closely followed by the segment ―25 000 – 29 999‖ 

with 75 %. The high amount of students (76 %) with either high or very high knowledge 

about financial concepts can be explained by the fact that 59 % of the students have ei-

ther a High School education with economic orientation or an undergoing bachelor or 

master degree with financial or economic orientation. 

―15 000 – 19 999‖ segment has 50 % high financially knowledgeable individuals, how-

ever due to the small number of elements in the segment one have to be careful to draw 

too big conclusions out of that particular information. 45 % of the individuals with a 

salary of 20 000 to 24 999 SEK per month shows high financial knowledge, while only 

14.3 % of the segment ―< 15 000‖ have three or four correct answers, which makes 

them the worst segment in terms of knowledge of financial concepts. 

This particular background variable was examined by Almenberg and Widmark (2011) 

and there are a lot of similarities to their results. In both studies the financial literacy 

level increases from the income level ―20 000 – 24 999‖ to ―> 40 000‖. Similarities can 
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also be found at the segment ―< 15 000‖ where the amounts of high financially knowl-

edgeable individuals almost are the same in both studies.  

Although PASW does not give the authors significance levels good enough to accept 

the hypothesis, there is a pattern to observe. High income individuals with income 

above 30 000 all possess good financial knowledge. How come? There are several rea-

sons why, one might be that people with higher income are likely to be highly educated 

as well which leads to a greater amount of financial knowledge. Another reason might 

be that since the top earners do have more money, the amount of capital to invest is 

likely to be greater as well, forcing them to educate themselves in finance in order of 

making that capital grow as much as possible. Although the top income individuals 

from the survey possessed high literacy there was a lot of individuals with lower income 

that also showed great results.  

Table 5 Generalized linear model test of Literacy and Income (Nordenhed and Rosenkvist, 2011) 

Parameter Estimates 

Parameter 

B Std. Error 

95% Wald Confidence Interval Hypothesis Test 

Lower Upper Wald Chi-Square df Sig. 

[Income=0] -,833 ,8829 -2,563 ,898 ,889 1 ,346 

[Income=1] -1,685 ,9061 -3,461 ,091 3,457 1 ,063 

[Income=2] -1,309 1,0404 -3,348 ,730 1,583 1 ,208 

[Income=3] -1,528 ,8946 -3,281 ,225 2,917 1 ,088 

[Income=4] -,382 ,8724 -2,091 1,328 ,191 1 ,662 

[Income=5] -,546 ,8950 -2,301 1,208 ,373 1 ,542 

[Income=6] -,206 ,9099 -1,989 1,577 ,051 1 ,821 

[Income=7] -,148 ,9254 -1,962 1,666 ,026 1 ,873 

[Income=8] 0
a
 . . . . . . 

Dependent Variable: Literacy 

 

Individuals above 50 years have the largest proportion
3
 (90 %) of individuals with high 

and very high financial knowledge. Individuals around the age 0-29 have 69 % with 

very high or high financially knowledgeable individuals. The high result among 0-29  

can perhaps be explained by the fact that 61.5 % of the respondents with a Bachelor or 

Master’s degree in Economics or Finance are within the age segment 0-29.  

 

                                                 
3
 Disregarding the segment of 65+ due to too few respondents. 
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Table 8 visualizes an increase of financial literacy the older individuals get, with an ex-

ception of the segment ―40-49‖. Comparing these results to Almenberg and Widmark 

(2011), there are some similarities. Financial literacy increases from the segment ―0-29‖ 

to ―30-39‖, and decreases when it reaches ―40-49‖. Although the decrease of financial 

literacy was larger in our case, the overall pattern matches. However, the segment ―50-

64‖ showed great increase in financial literacy comparing to ―40-49‖ which was not the 

case in Almenberg and Widmark (2011). People around the age 30-39 have not one sin-

gle person reported with low financial knowledge. 

Table 6 Generalized linear model test of Literacy and Age (Nordenhed and Rosenkvist, 2011) 

Parameter Estimates 

Dependent Variable: Literacy 

Parameter 

B Std. Error t Sig. 

95% Confidence Interval 

Lower Bound Upper Bound 

Intercept 4,218 1,376 3,065 ,003 1,459 6,977 

[Age=1] -,468 ,950 -,493 ,624 -2,371 1,436 

[Age=2] -,275 1,004 -,274 ,785 -2,288 1,738 

[Age=3] -,833 1,020 -,817 ,418 -2,877 1,211 

[Age=4] -,632 ,978 -,646 ,521 -2,593 1,329 

[Age=5] 0
a
 . . . . . 

 

Age is the background variable with the lowest correlation and significance value. 

There are other variables that affect financial literacy to a much greater extent. Neither 

the table 8 and 9 can prove that there is a strong pattern. The results are not significant 

on any acceptable level. Mainly due to the segment ―40-49‖, who´s results deviated to a 

large extent comparing to the other segments, but there are also well financially knowl-

edgeable individuals in all segments, and the differences are not that big. 

 

Figure 19 Literacy vs Age (Nordenhed and Rosenkvist, 2011) 
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5.3 Market participation by literacy  

This part focuses on the main hypothesis, whether individuals with high financial 

knowledge are more likely to have money invested in stocks and funds than individuals 

with lower financial knowledge. In the next section, the authors will also investigate 

how each background variable affect financial market participation by computing cross-

tab and chi-square tests in PASW. 

Individuals that choose one or two correct answers on the survey will be regarded as 

low financially knowledge, while the individuals that choose three or four correct an-

swers will be regarded as high knowledgeable. 30.55 % of the total respondents have 

one or two correct answers, and 69.45 % three or four. 

As figure 17 shows, 50 % of these elements with low knowledge have invested in 

Fund(s) and/or Stock(s).  

 

 

 

 

 

 

 

 

 

Figure 20 Low literacy elements (Nordenhed and Rosenkvist, 2011) 

Figure 18 describes the relation between high financial knowledgeable individuals and 

their saving habits. It shows a much greater correlation. A total of 86 % of the individu-

als with high or very high financial knowledge have money invested in funds or/and 

stocks. 

 

Figure 21 High literacy elements (Nordenhed and Rosenkvist, 2011) 
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These results are highly similar to Van Rooij, Lusardi and Alessie (2007). Those with 

low financial literacy are significantly less likely to invest in stocks. Their respondents 

were categorized in to four quartiles exactly as Almenberg and Widmark (2011). Quar-

tile
4
 1 and 2 represent individuals with low or very low financial knowledge, while 

quartile 3 and 4 represent individuals with higher knowledge. 

The authors also decided that it would be interesting to compare the findings of market 

participation with Van Rooij et al. (2007). To do that a separation between fund and 

stock holders had to be done.  

44.4 % of the most knowledgeable individuals held stocks, while 26.5 % of the individ-

uals in quartile 3 held stocks. When it comes to quartile 1 and 2, 7.5% held stocks from 

the quartile 1 and 15% held stocks from quartile 2.  In order for the authors to get a bet-

ter comparing picture between the findings of the two studies, the respondents from the 

authors survey that have money invested in funds and/or stocks will be separated in two 

groups, called ―stock‖ and ―fund holders‖. 

These groups will display stock and fund holders separately, as in Van Rooij et al. 

(2007). The amount of stock holders with low financial knowledge amount to 4.5% 

while individual stock holders with high literacy amounts to 30%.  Both studies show 

very low amount of stock holders with low financial knowledge, and almost similar 

amount of stock holders that have knowledge about financial concepts.  

45.5% of the low financially knowledgeable individuals have invested in funds while 84 

% of the high financially knowledgeable individuals invest in funds. Combining both 

the low and high knowledgeable individuals will give a result of 72.5 %. This can be 

seen as trustworthy since earlier reports from aktiespararna.se have stated that 71 % of 

the total population in Sweden is registered fund holders, as of 2006. 

The total amount of stock holders amounted to 38 % which can be seen as a bit too high 

since 20 % of the population in Sweden is registered stock holders. 

 

 

 

 

 

 

                                                 
4
 Numbers taken from advanced literacy quartiles. There are also four basic literacy quartiles that gener-

ated different results. However, there was still a significant difference between the amount of share and 

fund holders between high and low financially knowledgeable individuals.  
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5.3.1 Descriptive analysis of main and sub-hypotheses 

Descriptive statistics, in form of a crosstab and chi-square tests were used to investigate 

the main hypothesis and the last four hypotheses. 

Table 7 Crosstab, Literacy and Participation (Nordenhed and Rosenkvist, 2011) 

 

 
Participation 

Total No Yes 

Literacy Low 11 11 22 

High 6 42 48 

Total 17 53 70 

 

Table 10 and 11 are descriptive tests from PASW that shows information about finan-

cial literacy and market participation, which is the main hypothesis of this study. Taking 

a closer look at Table 10, you can see that the individuals with high financial knowledge 

are participating to a much larger extent than individuals with low knowledge. The Chi-

Square test (Table 11) also shows a strong significance (0,001). With these numbers the 

authors can accept the main null hypothesis that individuals with higher financial 

knowledge are more likely to have money invested in stocks or/and funds. 

 

Table 8 Chi-Square. Literacy and Participation (Nordenhed and Rosenkvist, 2011) 

 
Value df 

Asymp. Sig. (2-

sided) Exact Sig. (2-sided) Exact Sig. (1-sided) 

Pearson Chi-Square 11,537
a
 1 ,001   

Continuity Correction
b
 9,588 1 ,002   

Likelihood Ratio 10,941 1 ,001   

Fisher's Exact Test    ,002 ,001 

Linear-by-Linear Asso-

ciation 
11,372 1 ,001   

N of Valid Cases 70     

 

Table 9 Chi-Square test, Sex and Participation (Nordenhed and Rosenkvist, 2011) 

 
Value df 

Asymp. Sig. (2-

sided) Exact Sig. (2-sided) Exact Sig. (1-sided) 

Pearson Chi-Square ,021
a
 1 ,886   

Continuity Correction
b
 ,000 1 1,000   

Likelihood Ratio ,021 1 ,886   

Fisher's Exact Test    1,000 ,554 

Linear-by-Linear Asso-

ciation 
,020 1 ,887   

N of Valid Cases 70     
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One of the sub-hypothesis dealt with the difference between men and women and their 

market participation. The results showed, they tend to save equally when it comes to in-

vesting in stocks and funds. As table 15 visualizes, the Pearson Chi-Square is 0,886 

(Table 12), significant at a 10 % level, which makes the authors to conclude – there is 

no difference between men and women’s rate of market participation. Hence, the null 

hypothesis in this case is accepted 

As visualized earlier in the analysis, men tend to invest a lot more in stocks than wom-

en. An analysis of this has not been made in PASW, however one would absolutely 

show a significant difference in the amount of male and female stock holders. 

Table 10 Crosstabs, Sex and Participation (Nordenhed and Rosenkvist, 2011) 

 
Participation 

Total No Yes 

Sex Man 9 27 36 

Women 8 26 34 

Total 17 53 70 

 

 

The evidence for the sub-hypothesis concerning age and market participation is visual-

ized in table 14 and 15. Participation is lowest among the age segment 40-49, followed 

by 0-29. 30-39 and 50-64 show the highest participation rate (Table 14). Pearson Chi-

Square shows 0,077 (Table 15), significant on a 10% level, slightly better than the pre-

vious investigation on gender and market participation. Null hypothesis is accepted. 

Table 11 Crosstabs. Age and Participation (Nordenhed and Rosenkvist, 2011) 

 
Participation 

Total No Yes 

Age 0-29 7 16 23 

30-39 2 12 14 

40-49 6 7 13 

50-64 2 18 20 

Total 17 53 70 

 

Table 12 Chi-Square test, Age and Participation (Nordenhed and Rosenkvist, 2011) 

Chi-Square Tests 

 
Value df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 6,835
a
 3 ,077 

Likelihood Ratio 6,911 3 ,075 

Linear-by-Linear Asso-

ciation 
,955 1 ,329 
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N of Valid Cases 70   

a. 3 cells (37,5%) have expected count less than 5. The min i-

mum expected count is 3,16. 

 

Education and participation shows the poorest significance level (0,086) of all back-

ground variables, but is still significant at a 10 %  level (Table 17). The rate of investors 

in the education segments bachelor, master, single courses on a higher level are higher 

than the rate of investors within the segments ―None‖ and ―High School‖ (Table 16).  

Perhaps it is most interesting to compare individuals with a high school education to 

those with a bachelor and master education. This is where one can find the largest gaps 

of investors. With these results, the authors accept the null hypothesis that education 

level affects market participation. 

Table 13 Crosstabs, Education and Participation (Nordenhed and Rosenkvist, 2011) 

 
Participation 

Total No Yes 

Education None 2 9 11 

High School 12 18 30 

Single courses on a 

higher level 
0 8 8 

Bachelor Degree 2 9 11 

Master’s Degree 1 9 10 

Total 17 53 70 

 

Table 14 Chi-Square test, Education and Participation (Nordenhed and Rosenkvist, 2011) 

Chi-Square Tests 

 
Value df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 8,151
a
 4 ,086 

Likelihood Ratio 9,865 4 ,043 

Linear-by-Linear Asso-

ciation 
2,150 1 ,143 

N of Valid Cases 70   

a. 4 cells (40,0%) have expected count less than 5. The min i-

mum expected count is 1,94. 

 

Table 15 Crosstabs, Income and Participation (Nordenhed and Rosenkvist, 2011) 

 
Participation 

Total No Yes 

Income Student 4 16 20 

< 15 000 6 0 6 
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15 000 - 19 999 1 1 2 

20 000 - 24 999 0 11 11 

25 000 - 29 999 2 13 15 

30 000 - 34 999 4 5 9 

35 000 - 39 999 0 4 4 

> 40 000 0 3 3 

Total 17 53 70 

 

To come to a conclusion about sub-hypothesis concerning income and market participa-

tion, the authors used table 18 and 19, which shows no linear relationship between in-

come and market participation. However, market participation is very high among high 

income individuals. Most noteworthy is the difference between the segment ―20 000 -

24 999‖ and ―30 000 – 34 999‖. According to the results, high income individuals tend 

to invest more than most other segments. There is not a pattern to observe when looking 

at individuals that earn between 20 000 to 35 000. The authors cannot trust Pearson Chi-

square test here since 12 cells have an expected count less than 5 (Table 19). It is there-

fore impossible to say that income affects market participation, although high income 

individual’s rate of participation is higher. Hence, the null hypothesis is rejected in this 

case. 

Table 16 Chi-Square test, Income and Participation (Nordenhed and Rosenkvist, 2011) 

Chi-Square Tests 

 
Value df 

Asymp. Sig. (2-

sided) 

Pearson Chi-Square 28,366
a
 7 ,000 

Likelihood Ratio 30,675 7 ,000 

Linear-by-Linear Asso-

ciation 
1,881 1 ,170 

N of Valid Cases 70   

a. 12 cells (75,0%) have expected count less than 5. The minimum 

expected count is ,49. 
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6 Conclusion 

The main purpose of this paper was to investigate whether people who invest in funds 

and/or stocks possess high or low financial literacy. The hypothesis stated was that peo-

ple with high financial literacy was more likely to invest money compared to people 

with low financial literacy. With the statistics presented in the analysis as a platform the 

authors can accept our main hypothesis. Individuals with high or very high financial 

knowledge are more likely to have money invested in funds or stocks than individuals 

with low and very low financial knowledge.  

Besides the main hypothesis discussed above, the study had several sub-hypotheses as 

well. One was that there is a strong correlation between education and financial literacy. 

This hypothesis cannot be fully accepted. The people with the highest financial literacy 

overall is the respondents with a master degree. Everybody in that segment possesses 

high financial literacy which can be interpreted as it is a strong correlation between edu-

cation and financial literacy. At the same time respondents with a bachelor degree 

seems to possess lower financial knowledge overall than people who have just taken a 

couple of university courses and people that has only attended primary school has high-

er financial literacy than people who have attended secondary school which can, in con-

trast, be interpreted as there is no correlation at all between education and financial lit-

eracy.  

The authors cannot accept the hypothesis that education show a strong correlation to fi-

nancial literacy based on these numbers in PASW.  However, taking the pattern and the 

reason why it deviated in to account, one may find some evidence that education affect 

literacy after all. Education may not affect financial literacy to an extent that it is statis-

tically provable in PASW, but it does affect financial market participation and it is 

provable. The Pearson Chi-square was estimated to 0,086, significant on a 10 % level. 

Hence, the authors will accept the hypothesis that education affects market participa-

tion. 

Next up is literacy by income. There are high and low financially knowledgeable indi-

viduals in all income segments except the too highest ones. Although there is a pattern 

to observe, the significance levels are too low and therefore the authors cannot accept 

the hypothesis. When it comes to market participation and income, the authors cannot 

really trust the Pearson Chi-square test, which visualizes the significance level between 

income and market participation to 0,000. The reason is stated in the analysis. It is 

therefore impossible to say that income affects market participation, although high in-

come individuals’ rate of participation is higher. Hence, the null hypothesis is rejected. 

The authors cannot accept the hypothesis that there is a strong correlation between age 

and financial literacy, although there are signs which point in that direction. Even 

though the hypothesis regarding age and financial literacy was not accepted the authors 

can see that there is acceptable significance value between age and market participation. 
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It is not very strong in this case either but it can still be accepted on the 10% level. Peo-

ple tend to invest more with increasing age. 

The last sub-hypothesis in this paper was that women in general possess less knowledge 

about financial concepts than men. This hypothesis turned out to be correct and can 

therefore be accepted.  About 87% of the male respondents possess high financial litera-

cy in this survey and 50% of the responding females have high financial literacy. The 

test was also significant on a 1% level. These are the major evidence that makes the au-

thors accept the hypothesis that there are differences between men and women’s finan-

cial literacy. 

Even though women seem to possess lower financial literacy than men, both are equally 

active on the financial markets. A Pearson Chi-Square of 0.886, makes the authors to 

conclude – there is no difference in market participation between men and women. 

Hence the null hypothesis cannot be accepted. 
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7 Discussion 
This section focuses on a discussion whether the problem that was specified in the prob-

lem statement can be affected in a positive way with the help of the findings of this 

study. The authors will also highlight some criticism towards the study and explain 

what can have been done differently to enhance the study. 

The study did not only show that high financially knowledgeable individuals are very 

likely to invest in funds and/or stocks, but every second individual with low financial 

literacy also tend to invest.  

Individuals with higher financial knowledge can hopefully perform well at the financial 

markets. At the same time the study indicates that there are a lot of people with low fi-

nancial knowledge who invests their money as well. There is nothing in the study that 

says that these individuals should be performing worse in any way on the financial mar-

kets. But one thing to bear in mind is that the more financial literacy you possess, the 

more likely are you to be successful at making your money grow in perpetuity.  

The problem that was discussed earlier involved individuals that did not save capital be-

sides in the premium pension.  Although 71 % of the population saves in funds and 20 

% in stocks, there are still many individuals without a decent pension. As mentioned in 

earlier in the discussion, 50 % of the individuals with low financial knowledge still in-

vest in funds and/or stocks and this is a very high amount. With the results of this study, 

people that do not feel comfortable investing in funds should really reconsider it. Most 

funds available from Swedish financial institutes do over a long term perspective gener-

ate a positive return, much higher than regular saving accounts. An example is Carnegie 

who has several types of funds, for instance mutual funds, with returns on over 100 % 

the past 10 years. 

Therefore the authors believe it is important to motivate individuals with lower 

knowledge to enter financial markets and educate themselves in order to make even 

higher returns. If low financially knowledgeable individuals would not get any return 

out of saving in funds there would not be such a high amount of fund holders in Swe-

den. Taking this in to account, the authors believe this study might motivate the indi-

viduals that yet are not active on any financial market. Nowadays you do not have to 

possess that much knowledge, since banks and other financial institutes can provide you 

with the necessary information and help. Just look at women in general, they possess 

lower financial knowledge, but a large proportion of them have investments in funds. 

The reasons why financial literacy differ this much depending on gender are of course 

not crystal clear but one reason might be that male persons tend to be more interested in 

financial markets and economics overall. There might be some historical factors behind 

this as well. Men have in the past been the ones who have been taking care of the family 

economy, which has forced them to understand financial markets to a greater extent.  
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When it comes to self-reflection, the authors believe there are some things that could 

have been done differently. First of all, the sample could have been larger since it was 

divided in segments of age, education, income and gender. Some segments were larger 

than other, which made it difficult to anticipate how trustworthy some results were. The 

biggest underlying factors for the final sample size were the time frame, people’s un-

willingness to respond to surveys and an economical factor. Conducting surveys like 

this are not easy, since there is always a big chance that it will be biased to some extent. 

The authors would have wanted to test these hypotheses on a larger amount, over an 

evenly spread geographical area. A larger sample size would open up for further possi-

bilities to compute more extensive and appropriate statistical tests. 

The authors believe that the questions used in the survey could have been ranked in a 

way that took in to account the level of difficulty of the questions and its answering al-

ternatives. For example, some questions had two alternatives while others had four or 

five. The most difficult question could for example have been given a score of 3 points 

while the easiest question could have been awarded 1 point.  

The authors are happy with the survey although a larger and more detailed survey with 

more questions about literacy and demography would definitely result in a more thor-

ough result. 

The authors encourage future studies conducted with better resources on the subject fi-

nancial literacy and stock/fund market participation among Swedish adults in order to 

boost fund and/or stock participation, especially among individuals with low knowledge 

about financial concepts.  

When comparing this study to earlier ones, one has to be aware of that there are large 

differences in the amount of resources spent on these studies. For example, Almenberg 

and Widmark used 1300 respondents in their survey, initiated by the Swedish Financial 

Supervisory Authority. Therefore, results should be interpreted carefully since there 

were financial, social and time restraints, which hindered the development of the study. 

Ultimately, the authors are pleased with the results. 
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Appendix 

Appendix 1 

Detta är en anonym enkätundersökning. Svaren kommer inte behandlas separat 

utan kommer tillsammans bilda en statistisk plattform i ett examensarbete.  

 

Kön? 

 Man  

 Kvinna 

 

Ålder? 

b) 0-29          b) 30-39          c) 40-49         d) 50-64          e) 65+  

 

På en skala 1-10, hur riskbenägen anser du dig vara utifrån ett 

investeringsperspektiv?  

(10 = väldigt riskbenägen) 

1          2          3          4          5          6          7          8          9         10 

 

Har du någon form av utbildning? Kryssa även i om utbildningen haft 

ekonomisk/finansiell inriktning. 

 Gymnasieutbildning       Ekonomi/Finans 

 Högskola/Universitet (Bachelor).      Ekonomi/Finans 

 Högskola/Universitet (Master).      Ekonomi/Finans 

 Högskola/Universitet (Ph.D).      Ekonomi/Finans 

 Annat (t.ex Folkhögskola, enstaka kurser, etc).     Ekonomi/Finans 

 Nej. 

 

Privatsparar du utöver premiepensionssparandet? Fler än ett alternativ kan kryssas 

i. 

 Ja, i aktier. 

 Ja, fonder. 

 Ja, i sparkonto. 

 Nej. 
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Om du kryssat I något/några av de två första alternativen på föregående fråga, 

känner du att du har blivit influerad av dina föräldrar till att privatspara i 

aktier/fonder?  

 Ja. 

 Nej. 

 

Vad är din månatsliga inkomst före skatt?  

 Student  

 Under 15 000 

 15000 – 19 999 

 20 000 - 24 999 

 25 000 – 29 999 

 30 000 – 34 999 

 35 000 – 39 999 

 Över 40 000  

 Vill ej svara   

 

Om du investerar 10,000 SEK i ett sparkonto idag till 4% ränta så kommer saldot 

efter ett år att vara: 

 Högre om räntan tillgodoräknas dagligen istället för månadsvis. 

 Högre om räntan tillgodoräknas kvartalsvis istället för veckovis. 

 Högre om räntan tillgodoräknas årligen istället för kvartalsvis. 

 10,400 SEK oavsett hur räntan tillgodoräknas. 

 

Anta att du investerar i 100,000 SEK i företagsaktier, som efter 1 år är värda 150,000. 

Du bestämmer dig för att sälja, hur stor blir din vinst utan kapitalförsäkring? 

 50,000 SEK.(Ingen skatt på kapitalvinst) 

 35,000 SEK (30% skatt på kapitalvinst) 

 5,000 SEK (30% skatt på kapitalvinst och investerat kapital) 

 20,000 SEK (30% skatt på investerat kapital) 
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Låt oss hypotetiskt säga att räntan på ditt sparkonto är 1 % per år och inflationen 

2% per år. Kommer din köpkraft av det sparade kapitaelet vara högre, lägre eller 

oförändrad efter ett år? 

 Högre 

 Lägre 

 Oförändrat 

Är följande påstående sant eller falskt?  

"Att köpa aktier i ett företag på Stockholmsbörsen är oftare en säkrare placering än att investera i en 

aktiefond” 

 Sant 

 Falskt 

Vilket investeringsalternativ föredrar du generellt? 

Aktie/Fond A: Hög risk, hög potentiell avkastning/förlust 

Aktie/Fond B: Medel risk, medel potentiell avkastning/förlust 

Aktie/Fond C: Låg risk, låg potentiell avkastning/förlust 

 

Tack för din medverkan. 

 

 

 

 

  

 


