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INTRODUCTION

Numeracy is a key skill that supports all aspects of financial literacy, enabling individuals to
manage their finances effectively and make informed decisions. Finances and numeracy are
closely intertwined, and several key issues revolve around their intersection. Enhancing nu-
meracy skills and promoting financial education are critical steps in addressing these key is-
sues, empowering individuals to make informed financial choices and secure their financial
well-being.

KEY ISSUES
At the intersection of finances and numeracy are the following key issues:
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Financial Literacy: A lack of numeracy can hinder financial literacy, making it difficult
for individuals to comprehend financial concepts and make informed decisions.
Budgeting: Managing personal finances requires strong numeracy skills to create and
stick to a budget, track expenses, and set financial goals effectively.

Consumer Choices: Numeracy influences decisions when comparing prices, calculating
discounts, and evaluating the value of purchases.

Taxes: Understanding tax calculations, deductions, and credits is essential to optimize
one's financial situation and avoid costly errors.

Debt Management: Numeracy is crucial for understanding interest rates, loan terms,
and debt repayment strategies, preventing individuals from falling into financial traps.
Financial Security: Inadequate numeracy can leave individuals vulnerable to financial
scams and fraud, as they may struggle to recognize deceptive financial schemes.
Retirement Planning: Planning for retirement necessitates numeracy to estimate fu-
ture income needs, assess pension options, and determine savings goals.

Economic Disparities: Numeracy disparities can exacerbate income inequalities, li-
miting financial opportunities for those with lower numeracy skills.

Economic Mobility: Numeracy skills play a pivotal role in an individual's ability to im-
prove their financial situation and achieve upward economic mobility.

Investment Decisions: Making informed investment choices demands numeracy skills
to assess risk, calculate returns, and diversify portfolios wisely.
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RELATION TO CENF

Aspects of Numerate Behaviour

Context Higher order skills

Everyday life
Work-related

Managing situations
Analysing situations

Citizenship Processing information
Further learning HIGHER Reasoning
[ Finances [ ORDER Mathematising
Health and care SKILLS Problem solving
Recreation Critical thinking

Knowledge and skills Dispositions

Q_uantity and number KNOWLEDGE DISPOSITIONS Self-confidence
Dimension and shape AND Motivation
Pattern, relationships and change Beliefs
Data and chance SKILLS Collaborations
Using a calculator Flexibility
Using spreadsheets Math anxiety

Using digital skills

SUGGESTIONS FOR PD MEETINGS

1. Discussing personal experiences

Set up a group discussion on personal experiences. Discuss personal experiences with some
selected aspects of financial activities in daily life. Make explicit when and which numeracy
issues are involved when dealing with financial matters.

2. Financial choices
Discuss the flowing issue around numeracy and financial literacy. Especially the yellow part.

In recent years, the financial world has become more complex and intricate. In this context,
numeracy and, particularly, financial literacy, are seen as paramount in providing consumers with
the knowledge and confidence required to take part in financial markets. Despite some indicative
empirical findings, it is still to be ascertained how the two competences differentially contribute to
the quality of decision-making in financial contexts. Furthermore, it is still unknown to what degree
financial literacy and numeracy, taken as relevant mind-ware for financial decision-making, are
effective in guarding against well-documented biases such as loss aversion and framing effects. This
study aims to clarify these issues by employing an experimental task, conceived as an
approximation to real-world decision-making involving the sale of shares. Our results suggest that
numeracy and financial literacy affect decision-making differently in a pattern that, in part, runs
counter to conventional economic theory. The data indicate that numeracy promotes a pattern of
choices closer to economic rationality, while financial literacy can prove counterproductive and
may amplify cognitive biases, namely framing effects and loss aversion. The outcomes are
interpreted in light of dual-process theories, and the political implications discussed.

Source: Moreira Costa, V., de Sa Teixeira, N. A., Cordeiro Santos, A., & Santos, E. (2021). When more is less in financial deci-

sion-making:  financial literacy magnifies framing effects. Psychological —Research, 85(5), 2036-2046.
https://doi.org/10.1007/s00426-020-01372-7
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3. Advertisements for borrowing money

Collect advertisements for borrowing money. Discuss in small groups what are the key ele-
ments to look at in the advertisements.

Activity: Think, Pair, Share.
BACKGROUND INFORMATION

There are a lot of tests to assess financial competencies, also in relation to numeracy. However,
most of them focus on rather sophistication knowledge on financial products, like stocks. The
mathematical part of these tests in many cases are only focusing on rote calculations often
with fractions.

There are no tests yet which encompass also the higher order skills, as they are mentioned in
the CENF. This is still an under researched area, notwithstanding the common sense idea that
dispositions will affect financial decision-making.

For insight in some tests see: Storozuk, A., & Maloney, E. A. (2023). What’s Math Got to Do
with It?: Establishing Nuanced Relations between Math Anxiety, Financial Anxiety, and Finan-
cial Literacy. Journal of Risk and Financial Management, 16(4), 238.
https://doi.org/10.3390/jrfm16040238
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This material was produced in the Erasmusplus project Numeracy in Practice, pro-
jectnumber 2021-1-NLO1-KA220-ADU-000 026 292. In this project, 11 partners in
11 countries worked together in designing, evaluating and improving the materi-
als. All materials can be found on the website (www.cenf.eu).
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