
Building a Financial 

Literacy Foundation

Prof. Annamaria Lusardi

Faculty Director, IFDM

G53 Network Rising Scholars, July 17, 2026

1



If George Washington had set aside $1 in a trust fund 
earning 8% (the average rate of return of stocks over 
the past 200 years) on the first day of his presidency 
in 1789, how much would his heirs have today?

A. $240
B. $1,200
C. $120,000
D. $1,200,000
E. More?
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$83,450,713
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• Greater longevity, wealth building should start early in life

• Changes in the pension system: People are in charge of 
their financial security after retirement

• Increase in the cost of education 

• Changes in the labor market: Gig economy and STEM

• Changes in financial markets: Complexity of financial 
instruments, including new ones and easy access to credit

• Fintech and AI

Need a rigorous approach to financial decision-
making

Why is financial literacy important?
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● There was no data on financial literacy, but we have 

added this information in national surveys

● About 20 years ago, I started measuring financial 

literacy using 3 simple questions.

● The results are striking and speak of the importance  

of looking closely at how people make decisions

● Thanks to OECD’s PISA, we have also data on 

financial literacy among high school students

How equipped are people to make financial decisions? 
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The data is important because:

● It can inform teaching

● It can inform policy

● It can inform parents and others interested in improving financial 

literacy

Learning from data 
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Financial literacy was added to PISA in 2012

Definition of financial literacy in PISA:

Financial literacy is knowledge and understanding

of financial concepts and risks, and the skills,

motivation and confidence to apply such

knowledge and understanding in order to make

effective decisions across a range of financial

contexts, to improve the financial well-being of

individuals and society, and to enable

participation in economic life.



Financial literacy was added to PISA in 2012, cont.

Overall, many high school students around the 

world are not financially literate (there are 1-5 

levels in PISA)

In the US, high school students score at the 

OECD average and only 9.4% are at level 5 or 

above in 2012 and 13.5% in 2022 (about 1 in 5 

students are in level 1 or below)

One of the most important determinants of 

financial literacy is family’s socio-economic 

background (education and wealth of the family)



Stanford Graduate School of Business

Financial literacy 
among adults 

Back to basics



The Big Three

1. “Suppose you had $100 in a savings account and the interest rate 
was 2% per year.  After 5 years, how much do you think you would 
have in the account if you left the money to grow?”

2. “Imagine that the interest rate on your savings account was 1% 
per year and inflation was 2% per year. After 1 year, with the 
money in this account, would you be able to buy…”

3. “Do you think the following statement is true or false? Buying a 
single company stock usually provides a safer return than a stock 
mutual fund.”

Measuring financial literacy: The ABCs of 

personal finance 

10

These are the questions I designed jointly with Olivia Mitchell, known as the “Big Three.” 

❑ More than $102 ❑ Exactly $102❑ Less than $102 ❑ Don’t know (DK)❑ Refuse to answer

❑ More than today  ❑ Exactly the same as today❑ Less than today❑ Don’t know (DK)❑ Refuse to answer

❑ True❑ False❑ Don’t know (DK)❑ Refuse to answer



Recent evidence on financial literacy 

NB: Less than 1/3 (28%) correctly answer all 3 questions. Close to 1/2 do not know 

about risk diversification.  See Lusardi and Streeter (2023).
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Responses

Correct Incorrect DK Refuse

Interest rate 69.3% 13.6% 16.4% 0.7%

Inflation 58.2% 18.5% 22.5% 0.8%

Risk diversif. 41.3% 10.6% 47.5% 0.6%

Distribution of responses across the U.S. population                                             

(2024 National Financial Capability Study)



● Financial literacy is strikingly low even among the 

adults

● It cannot be taken from granted, even in countries 

with well developed financial markets

● Risk is what people know the least

Learning from data 
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See “Financial literacy and financial 
well-being: Evidence from the US.” 
Lusardi and Streeter, July 2023



Some research findings about the young (age: 23-28 

in 2007-2008)
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• In the US, young people who are financially 
literate are disproportionally white males 
from college-educated families. 

• Financial literacy can be linked to the 
wealth of parents when young people (age: 
23-28) were growing up (they were 12-17)

• Being financially literate is a privilege 
enjoyed by few who learned it at the dinner 
table.

• Similar findings in PISA



Stanford Graduate School of Business

An extended test



• Designed an index of personal finance knowledge:  TIAA Institute –
GFLEC Personal Finance Index (P-Fin Index) 

• Data is collected each year (in January)

• We can focus on specific areas of interest 

Started our own data collection in 2017 
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• The TIAA-Institute-GFLEC Personal Finance Index (P-Fin Index) is an 
annual measure of knowledge and understanding which enable 
sound financial decision-making and effective management of 
personal finances among U.S. adults.

• The 28 questions of the P-Fin Index, covering 8 topics, relate to 
common financial situations that individuals encounter 

• In addition to personal finance knowledge, it provides information 
on financial well-being indicators.

• Data is now collected on a representative sample of about 3,500 
respondents (age 18+)

Hispanic Millennial African 

American
Women Five Generation Longevity  

Literacy 

measure

Longevity  

Literacy 

measure 2.0

Retirement 

Planning 

measures

2017 2018 2019 2020 2021 2022 2023 2024 2025

Retirement 

fluency

Measuring personal finance knowledge 
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2026

A Decade of 

Data: 10th 

anniversary



What is unique: 8 functional areas of personal 

finance
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The index is based on responses to 28 questions, with three or four questions for each of 

the eight functional areas (from the National Standards for Financial Literacy).

The P-Fin Index’s 28 questions cover eight functional areas:

1. Earning

2. Saving

3. Consuming

4. Investing

5. Borrowing

6. Insuring

7. Comprehending risk

8. Go-to information sources



Financial literacy: A failing grade

Source: TIAA Institute-GFLEC Personal Finance Index (2026).

Distribution of correct answers 

to P-Fin Index questions

% of P-Fin Index questions 

answered correctly

22–28 correct

(76%–100%)

15–21 correct

(51%–75%)

8–14 correct

(26%–50%)

0–7 correct

(<26%)
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47%

25%

29%

32%

15%



What do people know the most and the least?

Source: TIAA Institute-GFLEC Personal Finance Index (2026)

58%

54%

48%

47%

46%

44%

41%

36%

BORROWING

SAVING

CONSUMING

GO-TO INFO

SOURCES

EARNING

INVESTING

INSURING

COMPREHENDING

RISK
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The young are the least knowledgeable 

% of P-Fin Index questions answered correctly

0–7 correct

(<26%)

8–14 correct

(26%–50%)

15–21 correct

(51%–75%)

22–28 correct

(76%–100%)

Distribution of correct answers to P-Fin Index questions

Source: TIAA 

Institute-GFLEC 

Personal Finance 

Index (2026). 20

38%

46%
49%

52%

18-29 30-44 45-59 60+

37%
28%

22%
17%

28%

29%
28%

29%

26%

28%
34%

37%

9%
16% 16% 17%

For the young, those with low scores are the largest single segment of the 

distribution, with significantly smaller shares reaching higher score ranges.

18-29 30-44 45-59 60+



Gaps in financial knowledge: Women and men

% of P-Fin Index questions answered correctly

Men Women

0–7 correct

(<26%)

8–14 correct

(26%–50%)

15–21 correct

(51%–75%)

22–28 correct

(76%–100%)

Distribution of correct answers to P-Fin Index questions

Source: TIAA Institute-GFLEC Personal Finance Index (2026).

50%

44%

Men Women

23% 27%

25%
32%

32%

31%

19%
11%



34%

31%

36%

33%

35%

20%

26%

24%

27%

27%

28%

27%

30%

19%

21%

20%

% of P-Fin questions answered “Don’t know”

Borrowing

Earning

Comprehending 

risk

Go-to info 

sources

Insuring

Women

Men

Saving

Consuming

Investing

Women are much 
more likely to say 
“I do not know”

Not just knowledge 
but also confidence 
matters



Focusing on gender differences
What happens if we take away the “do not know” option?

This is what we did in a project with data from the Dutch 
Central Bank using the Big Three.

• The gender difference shrinks but does not go away

• Women know more than they think they do, but they 
are not confident about their knowledge.

• About 1/3 of the gender difference can be explained by 
confidence.

• Both knowledge and confidence matter for financial 
behavior (investing in the stock market)

Bucher-Koenen, Alessie, Lusardi and van Rooij, 2025, 
“Fearless woman: Financial literacy, confidence and stock 
market participation.” Published in Management Science, 
2024



Linking knowledge to behavior: Financial literacy matters 

more likely to 
weather 
financial 
shocks

less likely to 
be debt 
constrained

more likely to 
save

more likely to 
plan for 
retirement

Source: TIAA Institute-GFLEC Personal Finance Index (2026)



P-Fin 8 QuestionsP-Fin 8  - Shorter index replicating the P-Fin Index



Big Three and P-Fin Index (full index and P-Fin 8) 

• The findings in the full P-Fin Index replicate the findings provided 
by the Big Three

• If you do not have room for many questions, the Big Three are a 
good proxy for financial literacy

• The P-Fin 8 is more extensive and contains questions measuring 
the concepts in the Big Three



Using data and research to build a 
personal finance course:  We need a 
rigorous approach to financial 
decision-making
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Stanford Graduate School of Business

Teaching Personal Finance

• I have been teaching Personal 
Finance since 2011 at both the 
undergraduate and graduate level

• Since 2020, we have been teaching 
Personal Finance at Stanford too

• It has become one of the most 
popular elective courses at 
Stanford

• We offer it several times a year, 
including in the Summer term



Stanford Graduate School of Business

Personal Finance at Stanford University

• The course is data and research-
based

• We have several research projects 
about teaching personal finance in 
college

• We are assessing the effectiveness 
of personal finance teaching (and 
with AI) in collaboration with two 
universities that have a lot of 
students



The basics of personal finance

Accounting for households

Life-cycle model of saving

Debt management

FICO score and its determinants

1

2

3

4

5

Personal finance 
topics we cover in 
our courses

Personal finance course



Home, car, and other purchases

Investing in education 

Investing in financial markets

Investing, taxes and employer benefits

Insurance and retirement planning

6

7

8

9

10

Personal finance 
topics we cover in 
our courses, cont.

Personal finance course, cont.



● I wrote a personal finance book in 
Italian

● It was to complete my work as Director 
of the Italian Financial Education 
Committee in charge of designing a 
national strategy for financial literacy

● It summarizes my lectures at Stanford

● Useful to teach personal finance in 
college but also high school

My book
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● Topics:  Follow the standards and requirements as well

● Important to go from easy to difficult (have investing and insurance 
later in the course)

● There is an order to follow in making financial decisions, for example 
cannot start with investing

● There are many differences among students, take them into account

Some considerations
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● Manage finances with confidence

● Empower students to take advantage of the 
opportunities offered by the markets, the 
government and employers

● Provide a framework for financial decision-
making 

● Help students achieve their objectives

Objectives of the course
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● Always start the lectures with a story

● I use data and statistics from Big Three and P-Fin Index to motivate what we do in class (these 
statistics are now available to everyone)

● I use data from FRED to show behavior of interest rates, saving, debt, stock market, and so on over 
time 

● I always do calculations: in finance, we must be precise (and it is easy to use financial calculators)

● I have a slide on “mistakes people make”

● I use videos (normally toward the end of the lecture) for additional explanations

● Over time, we have designed tools to help students in their understanding

Things I include in my lectures 
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Why did I study personal finance?

Because of my parents who talked to me about money
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According to statistics, I am

the least likely to be an expert

on personal finance. 
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But we can change the statistics and this 

is one of the purposes of the course!
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The power of storytelling

https://ifdm.stanford.edu/the-big-
three/stories

https://ifdm.stanford.edu/the-big-three/stories
https://ifdm.stanford.edu/the-big-three/stories
https://ifdm.stanford.edu/the-big-three/stories
https://ifdm.stanford.edu/the-big-three/stories
https://ifdm.stanford.edu/the-big-three/stories


● Data visualization (finlit data)

● Financial calculators

● Short videos

● Financial health check-up

More resources we have available on our webpage 
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Personal Finance Teacher Training Institute

41

https://langm-stan.github.io/ResourceHub/#/teacher-training


Stanford Graduate School of Business

Network of personal finance teachers

We are building a network of personal finance teachers. Please contact us at 

Stanfordifdm@stanford.edu



Stanford Graduate School of Business

Annual Teaching Personal Finance Conference



Stanford Graduate School of Business

Business case for personal finance education

• It is a win-win for everyone

• Courses filled up instantly and one 
can teach the course over the years

• Administrators benefit from 
financially literate students/alumni

• Parents want this education for 
their children

• Alumni are very favorable and 
willing to support it 

Education can be extended beyond 
students



Stanford Graduate School of Business

Continuing studies course for adults  



Policy and programs



National strategy for financial literacy in Italy

I chaired the Italian Committee for Financial 
Education in charge of the national strategy 
for financial literacy

Supported a law mandating financial 
education in school

Evaluation of effectiveness:

“Financial Education at Scale: Experimental 
Evidence on a National Information 
Campaign” with Alessia Sconti, Tim Kaiser et 
al., 2024. 



Stanford Graduate School of Business

Impacting policy

Our new work in progress:

• Financial literacy: Why should central 

banks care



Stanford Graduate School of Business

Working with global leaders

Working with former UK premier, 

Rishi Sunak, to measure financial 

literacy in the UK and promote 

financial education

New findings available here: The 

Richmond Project:  Spotlight on 

Financial Literacy



We need to provide wide access to financial education so that people can be more financially 
resilient and financially secure.  Financial literacy is like water in an ecosystem, it is 
needed to grow and flourish.

Like water in an ecosystem
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Stanford Graduate School of Business

For more information, please visit us at  

https://ifdm.stanford.edu/
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