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This is the report of a survey of financial decision makers in households in the UK, the latest in a series
of annual consumer surveys conducted by the Financial Services Consumer Panel and, before it, by the

Personal Investment Authority Consumer Panel.

The Financial Services Consumer Panel was set up by the FSA in December 1998 and it will be placed on
a statutory footing during 2001 by the Financial Services and Markets Act. The Act requires the FSA to

maintain a panel of people to represent the consumer interest. We do this by:
advising the FSA on its existing and evolving policy;
monitoring the effectiveness of the FSA in pursuing its statutory objectives;

keeping under review developments in financial services in so far as they have an impact

on consumers;
being accountable by reporting our findings and recommendations publicly.

During its first two and a half years the Panel has emphasised the value of research among the public.
The new approach to financial regulation offers a prospect of greater consumer protection than in the
past, but that will become a reality only if policy development is based firmly on understanding ordinary
people’s experiences, knowledge, beliefs and attitudes. This general survey has been one of the sources
of research data used by the Panel in making its recommendations. In particular, the Panel has used it
to draw attention to the wide diversity of needs and resources among customers of financial services. We

hope that others will also find the survey data useful.

More information, including our Annual Reports, public statements and other research reports, can be

found on our website www.fs-cp.org.uk .

Colin Brown
Chairman

Financial Services Consumer Panel



1 Approaches to financial decision-making are determined by a variety of factors, including the extent to

which people are ‘financially literate’, how confident they feel about making their own financial
decisions, and whether or not they have a clear idea of the types of financial products and services they
need. The degree to which people are ‘risk averse” also has an impact on their financial decision-making.

Finally, their ability to save will be central to their capacity to buy financial products and services.

2 0n the whole, the wealthier people in the sample and those in social grade AB were also the more
financially literate. Equipped with money and knowledge, they had a clear idea of the types of financial
products they needed and were fairly confident about making the right decisions. At the other end of
the spectrum, there was a wholly rational relationship between people finding saving difficult and being
risk averse. With far fewer financial resources to draw on, these people were less able to save, and more
likely to safequard what little money they had. As a result, they were less willing to take risks

financially, nor were they able to do so.

3 Conducting regular financial reviews was also clearly linked to economic well-being, increasing steadily
with income and financial wealth, and the number of savings and investment products held. Regular
reviewers tended to be financially literate, and were among the more experienced investors, who had
been buying products for five years or more. They were likely to own the types of products that were
more prone to market fluctuation, such as stocks and shares, and therefore require closer monitoring.
In contrast, people who never reviewed their finances were overwhelmingly concentrated in the lowest

income group. Most of them had financial wealth of less than £2,500 and found it difficult to save.

4 People generally considered savings and investment products straightforward to take out. Savings
accounts, particularly cash ISAs, were regarded as the most straightforward products to take out.
Mortgages were considered the least straightforward product to take out — 36 per cent of people who

had ever been mortgage-holders agreed that home loans were difficult to take out.

5 Seeking pre-purchase advice was considered important for all savings and investment products, but
especially for pensions and mortgages. In addition, the great majority of people who had ever taken out
a life assurance savings product, a life assurance product, or a personal pension agreed that it was vital

to consider the expected returns on these products before purchasing.

6 Interms of understanding charges, around half of respondents who had ever taken out investment
products, life assurance products and pensions said they found it difficult to understand the charges
levied on them. The majority (62 per cent) of people who had ever taken out a mortgage agreed that it

was difficult to compare the costs of different types of mortgages.
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Looking at the factors that may influence people’s decision to buy savings and investment products,
reliance on ‘big name’ companies and past performance was most common among people who were on
lower incomes, had few financial products, found saving difficult, and were risk averse. In contrast,
people with higher incomes, considerable financial wealth, more products, and the financially literate

tended to place greater reliance on the comparative costs and charges of products.

The great majority of people (81 per cent) disagreed with the statement that ‘The best time to invest in a
pension is in your 40s’. Those most likely to disagree were aged between 25 and 54. Levels of
disagreement rose with income and the number of products currently held, so that the vast majority of
people with more than four products did not agree that the best time to invest in a pension was in your
40s. The fact that people on lower incomes were most likely to agree that the best time to invest in a

pension was in your 40s may have important implications for stakeholder pensions.

In general, people demonstrated fairly low levels of knowledge about the official bodies that requlate
financial services. Around a third (31 per cent) of people said they knew of any financial requlatory
bodies, although only 25 per cent could actually name one without prompting. The Financial Services
Authority (FSA) was the best known of the financial regulators. Moreover, awareness of the FSA appears
to have increased since the last survey: unprompted recognition of the FSA as a financial regulator
doubled between 1999 and 2000 (from 6 per cent in 1999 to 12 per cent in 2000), while remaining
about the same for other regulators. When asked directly whether they had heard of the FSA, 34 per
cent of people said they had compared with 12 per cent in 1999.

Around half of people (49 per cent) had three or fewer products at the time of the survey, including 8
per cent who had none at all. At the other end of the scale, just under one-fifth of people (18 per cent)
had seven or more savings and investments products. Those with higher levels of product ownership
were the older, better-off respondents, and those categorised as financially literate. They tended to be
more experienced investors and to have added to their investments within the past year. In contrast,
people with no financial products were largely not working, and a high proportion of them were
unemployed and receiving either Jobseeker’s Allowance (13 per cent) or Income Support (23 per cent).

Most had incomes of less than £6,500 per year, and social tenants were greatly over-represented.

In terms of the types of products owned, the majority of people (79 per cent) currently had a savings
account with a bank or building society, and around 20 per cent of people had a cash ISA. Although 25
per cent of cash ISAs were owned by people with household incomes of less than £13,500 per year, they
were predominantly held by people on higher incomes and with greater financial wealth. Almost half of
cash ISAs were held by people with annual incomes of £25,000 or more (46 per cent), and financial
wealth of £20,000 or more (48 per cent). These patterns were magnified in relation to equity ISAs —

60 per cent of equity ISAs were held by people with annual incomes of £25,000 or more; and 66 per cent
of equity ISA holders had financial wealth of £20,000 or more.

Within the previous year, a third of people had bought a savings or investment product. The greatest

proportion (19 per cent of all respondents) had taken out a savings account, of which cash ISAs were by
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far the most popular. As a whole, recent purchasers were just as likely to be women as men. Most recent
purchasers were aged between 25 and 44, lived with their partners and children, and owned their own
home with a mortgage. The majority were working full-time. High earners were significantly over-
represented among recent purchasers, comprising 36 per cent of the total sample, but 53 per cent of
recent purchasers. Similarly, financially literate consumers predominated among the recent purchasers,
whereas the risk averse and those who found saving difficult were significantly under-represented.

Finally, recent purchasers were much more likely to belong to social grades AB and C1.

There was little evidence of people ‘shopping around’ for savings and investment products. Purchases of
these products in the previous 12 months were typically made using one source of information (usually a
financial adviser) and after contact with just one financial services company. It seems, then, that people
do not do what they say they do — 78 per cent of respondents agreed that they tended to shop around
to get the best deal, and 84 per cent agreed that it was best to speak to several people before buying
financial products and services. Even so, consumer confidence was generally very high — 88 per cent of
recent purchases were made by people who felt confident that they had sufficient information to make

the right decision.

The majority (85 per cent) of people had bought at least one product through an adviser at some time in
the past. Within the previous 12 months, 36 per cent of people had sought financial advice, of whom
half (18 per cent) had gone on to buy a product while the other half (18 per cent) had not. People who
had bought a financial product through an adviser in the past year were generally satisfied with the
explanations given by advisers across the range of features. Similarly, the great majority of people felt

that advisers had shown a good understanding of their existing financial circumstances.

Overall, people in the survey held fairly favourable impressions of financial advisers, whether they had
ever used one or not. The charges levied for financial advice prompted greatest dissatisfaction. In
particular, people tended to think that the levels of commission charged by advisers were too high. They
were also concerned about hidden charges, and advisers selling for commission rather than selling the

best product for the consumer.

People who had sought advice held more positive views about financial advisers than those who had
never done so, who had presumably formed their opinions from second-hand information and adverse

media reports rather than personal experience.

Among those who had sought advice, the most positive opinions about financial advisers were expressed
by people who had done so in the last 12 months. In particular, they were more likely to think that
advisers explained things clearly; did not exert undue pressure on the consumer to buy products; and
sold products that were good value for money. This may be explained in two ways. First, consumers who
already have a favourable impression of financial advisers are more likely to seek advice, and to seek it
more regularly. Second, although receiving advice may improve people’s impressions of financial

advisers, this may fade over time.



18

19

20

1

Of the people in the survey, 14 per cent had bought a financial product in the last five years that they
later regretted. Endowment mortgages were by far the most common product that people regretted,
both in absolute terms and relative to levels of product-holding.* So, although more people currently
had a personal pension than an endowment mortgage, a much higher proportion of regrets related to
endowment mortgages (19 per cent compared with 9 per cent for personal pensions). People generally
regretted taking out endowment mortgages either because they felt they had received poor financial
advice or because of poor performance. Regrets about personal pensions overwhelmingly centred on
poor financial advice. In addition, 13 per cent of people in the survey had complained about a financial
product or service in the past five years. Complaints largely centred on personal pensions, endowment

mortgages and investment products.

One in five people (21 per cent) had let a financial product lapse or cashed it in. Endowment mortgages
accounted for the largest proportion of lapsed products, followed by ‘whole of life” life assurance,
personal pensions, ten-year savings plans and investment/insurance bonds. On the whole, people
stopped paying into products because of a change in their personal or financial situation, or because

they needed the money.

Overall, endowment mortgages stood out as the product that was generally most problematic. They
accounted for the largest proportion of regrets (19 per cent) and lapsed products (32 per cent). They
also accounted for the second highest proportion of complaints (16 per cent). Not too far behind were
personal pensions — they accounted for the highest proportion of complaints, the second highest level
of regrets, and the third highest proportion of lapsed products. These findings are particular cause for
concern since, not only are endowment mortgages and personal pensions widely held, but they also

represent two of the major investments people are likely to make.

It should be noted that the survey was conducted around the time that endowment mortgages were attracting considerable
criticism and media coverage was high about their likely inability to repay the capital on mortgage loans.
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1.1 Approaches to financial decision-making are determined by a variety of factors, including the extent to

which people are ‘financially literate” — defined in this report as whether people enjoy finding out about

new savings and investment products, their understanding of financial leaflets and materials, and how

often they read the personal finance pages of a newspaper. People’s attitudes to financial decision-

making may differ depending on how confident they feel about making their own financial decisions,

and whether or not they have a clear idea of the types of financial products and services they need. The

degree to which people are risk averse also has an impact on their financial decision-making. Finally,

their ability to save will be central to their capacity to buy financial products and services. Figures 1.1

and 1.2 summarise the response to people’s level of agreements with statements on investments and

savings. These provided the basis for categorising the approaches to financial decision-making.

I never invest any of my
money in anything risky

I'd like to save but I
find it difficult

I tend to shop around
for the best deal when
buying a financial product

I enjoy finding out
about new investments
and savings schemes

I find it difficult to
understand financial leaflets
and materials that I get

In general, I find that
financial products don't
meet my needs

I feel confident about making
my own financial decisions

I always speak to an adviser
before investing money

I
[y

0%

52 2 15 8
35 29 21 14 I
48 30 12 7 I
17 27 32 19 l
21 29 28 19 l
38 39 14
31 21 24 19
1 1 1 1
20% 40% 60% 80% 100%
Tend to agree Tend to disagree Definitely disagree I Don't know

Definitely agree

Figure 1.1: Level of agreement with statements on investments and savings - 1

10 Consumer Panel Annual Survey Report 2000



It's best to speak to
several people to 53 31 6 6 21
get the best deal
It's always best to
go for a well known 42 35 10 8 4
name that you can trust
I've got a clear idea of
the sorts of financial a5 38 10 10 6
products that I need
| | | | J
0% 20% 40% 60% 80% 100%
Definitely agree Tend to agree Neither agree nor disagree
Tend to disagree Definitely disagree [ Don't know

Figure 1.2: Level of agreement with statements on investments and savings - 2

1.2

1.3

1

Financial literacy

As in the 1999 Consumer Panel Annual Survey Report, the concept of financial literacy was captured
using the three statements shown in Box 1. Just under half the people (45 per cent) in this year’s
survey were categorised as financially literate' (see Table 1). People in this group were typically aged
between 35 and 64 and, although financial literacy tended to increase with age, it tailed off among the
over-65s. Men were much more likely than women to be financially literate (51 per cent compared with

38 per cent respectively).

Box 1: Financially literate people

For the purpose of this report, people were categorised as ‘financially literate” if they definitely agreed
with the statement ‘I enjoy finding out about new investments and savings schemes’, or definitely
disagreed with the statement ‘I find it difficult to understand financial leaflets and materials’, or said

that they read the personal finance pages of the newspaper at least once a week.

Financial literacy was closely related to people’s economic circumstances, rising sharply among those
with annual incomes of £25,000 or more. At the other extreme, fewer than one-third of people in the

lowest income band were financially literate. Similarly, financial literacy increased steadily with financial

There have been a number of attempts to develop a definition of financial literacy, including that adopted for this survey (see
Box 1); notable is the work published by the National Foundation for Educational Research: Financial literacy in adult life,
(1996) by Schagen and Lines.

Consumer Panel Annual Survey Report 2000 11
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wealth, so that almost three-quarters of people with financial wealth?® of £40,000 or more were
financially literate. On the whole, financially literate people were ‘on the up’, that is, they were more
likely to have seen their financial situation improve over the past 12 months and expected it to get

better over the coming year.

Levels of financial literacy increased steeply with the number of financial products held. Nearly three-
quarters of people with seven or more financial products were categorised as financially literate.
Moreover, people classified as financially literate tended to own the types of products usually associated
with greater financial wealth and sophistication, such as investments and stocks and shares. Financially
literate people were mostly longer term investors, along with a smaller proportion who had started
investing in the last couple of years. They were much more likely to have purchased a financial product
of some kind in the last year, and were fairly confident about making their own financial decisions. This
picture of financial literacy is built on in the following four sections and the information is drawn

together at the end of section 5 to provide an overall impression of a financially literate person.

Turning now to the individual components of financial literacy, it was found that the people surveyed
were fairly evenly divided between those who enjoyed finding out about new investments and savings
schemes (44 per cent) and those who did not (51 per cent). Opinion was similarly split in relation to
understanding financial leaflets and materials — 50 per cent of people agreed that they found financial
leaflets and materials difficult to understand, while 47 per cent disagreed (see Table 2). Table 3 shows
that the majority of people (55 per cent) hardly ever or never read the personal finance pages of a
newspaper. At the other end of the scale, just over a quarter (28 per cent) read the personal finance

pages every week or almost every week.

It was clear that very similar types of people said they enjoyed finding out about new financial products,
found it easy to understand financial leaflets and materials, and read the personal finance pages of the
newspapers at least weekly. Further analysis indicated a strong correlation between the three
statements. So, an interest in finding out about new products, combined with a good grasp of financial

leaflets and materials, tended to manifest itself in the regular reading of personal finance pages.

Consequently, 35 per cent of people who read the personal finance pages in the newspaper every week
definitely agreed that they enjoyed finding out about new financial products, compared with only 8 per
cent of people who hardly ever or never read those sections of the newspaper. In addition, regular
readers of personal finance pages were nearly twice as likely to find financial leaflets and materials easy
to understand than those who hardly ever read them. Even so, 31 per cent of people who read the
personal finance pages every week also agreed that they had difficulty understanding this type of
literature (see Table 4). This suggests that financial leaflets and materials may not be as accessible to

people as they could be.

Financial wealth in this report is defined as the estimated total amount held in savings and/or investments at the household
level, excluding property investments, investments made solely for paying off a mortgage (e.g. PEPs and endowments) and
personal pensions.
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Two other points are worth noting. First, 32 per cent of people who read the personal finance pages in
the newspaper every week stated that they did not enjoy finding out about new financial products
(Table 4). One explanation could be that this group read the personal finance pages to track their
existing investments. Alternatively, they might feel they should read these sections of the newspaper,

but find it more onerous than enjoyable.

Looked at another way, 38 per cent of people who definitely enjoyed finding out about new savings and
investments at most only looked occasionally at the personal finance pages of the newspaper. These
people might be passive recipients, rather than active seekers, of information. They could also, of
course, be getting information from other sources such as specialist magazines or financial services

providers.
Confidence

The degree of confidence consumers had, in relation to financial decision-making, was gauged using the

responses to the two statements shown in Box 2.

Box 2: Confident consumers
People were categorised as confident if they definitely agreed with the statement ‘I feel confident about
making my own financial decisions’, or with the statement ‘I've got a clear idea of the sorts of financial

products that I need’.

Overall, 38 per cent of people definitely agreed that they felt confident about making their own
financial decisions. Slightly fewer (33 per cent) definitely agreed that they had a clear idea of the types
of financial products they needed. However, it was notable that the two groups comprised quite

different types of people (see Table 1).

People who felt confident about being able to make their own financial decisions were more likely to be
men than women (42 per cent compared with 34 per cent). They also tended to be in social grade DE.
The most striking feature about this group, however, was that people with no financial products were
much more confident than product-holders about making their own financial decisions. One explanation
for this could be that people with no products are in a state of happy ignorance — with no experience to
guide them, they simply assume that they will be able to make their own decisions. Another explanation
might be that, with relatively few options open to them, their financial decision-making is fairly

straightforward and therefore they feel confident about taking these decisions.

In contrast to those who were confident, people who definitely agreed with the statement I've got a
clear idea of the sorts of financial products I need” were more likely to belong to social grade AB. They
tended to be better-off, to have more financial products, and to have been making investments for five

or more years (Table 1).

13
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As with financial literacy, there was a clear relationship between the two statements — 85 per cent of
people who felt they had a clear idea of the types of products they needed were also confident financial
decision-makers. Even so, 57 per cent of people who said they did not have a clear idea about the sorts

of products they needed nonetheless stated that they felt confident about making their own decisions.
Risk aversion

About half of people (52 per cent) were risk averse, that is, around the same proportion as last year. In
keeping with earlier work, the under-25s appeared to be the least risk averse, as defined in Box 3.
Everyone older than that was a good deal more cautious, with the over-65s being the most cautious of
all. Women were more risk averse than men (57 per cent compared with 46 per cent respectively) (see
Table 1).

Box 3: Risk averse people
People categorised as risk averse definitely agreed with the statement ‘I never invest any of my money in

something risky’.

High earners and people with the greatest financial wealth tended to be the least risk averse with
regard to financial matters. In sharp contrast, those who were most risk averse painted a gloomy picture
about their financial situation. Not only did they feel they were worse off than 12 months ago, they also

expected things to deteriorate in the coming year (Table 1).

The vast majority of people who were risk averse had between one and six financial products. As might
be expected, they were least likely to have the types of products commonly associated with higher risk,
namely investments and stocks and shares. Even though they were product-holders, risk averse people
said they currently had no money to add to their investments. In fact, most of them had not purchased

any financial products in the past five years (Table 1).
Difficulty saving

Just over one-third of people (35 per cent) in this year’s survey said that they found it difficult to save

money (see Box 4). The characteristics of this group were broadly what we would have expected to find.

Box 4: People who find saving difficult
People categorised as finding saving difficult definitely agreed with the statement ‘I'd like to save
but I find it difficult’.

Younger people found it most difficult to save, with nearly half of the under-25s falling into this group.
Across the age ranges, gender seemed to make little difference to people’s ability to save. There was,

however, a close correlation between household type and the ability to save: most notably, half of lone
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parents found it difficult to save. In contrast, couples with no children had least difficulty saving,

regardless of age (see Table 1).

As we could have predicted, people who found it difficult to save had the lowest levels of financial
resources, with relatively low incomes and little financial wealth. And, not only had their financial
situation deteriorated in the last 12 months, they believed that it was also likely to get worse (Table 1).
On the whole, then, this group seemed to be struggling to get by.

For the most part, this group’s product-holding reflected their economic circumstances. People who
found saving difficult tended to have up to three financial products at most, after which point
ownership tailed off sharply. Although product-holding was fairly evenly spread across the range of
products, they were least likely to have investments and stocks and shares. In fact, the majority of them
had no money to invest, and few had bought any financial products in the past five years (Table 1). In

other words, their difficulty saving was, for the most part, long-standing.
How these categories relate to one another

Drawing on the information outlined in the previous sections, some clear patterns emerge. First, the
wealthier people were also the more financially literate. Equipped with money and knowledge, they had
a clear idea of the types of financial products they needed and were fairly confident about making the

right decisions.

At the other end of the spectrum, there was a wholly rational relationship between finding saving
difficult and being risk averse. With far fewer financial resources to draw on, these people were unable
to save, and wanted to safeguard what little money they had. As a result, they were not willing to take

risks financially, nor were they able to do so.

15
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Respondents were asked the series of questions about financial planning shown in Box 5. Although the
majority of people (87 per cent) said that they had at some time reviewed their financial situation, only
a minority did so regularly’ (see Figure 2.1). The majority of people (57 per cent) who did review their
finances kept a written record or documentation of reviews. Most people (68 per cent) conducted their

financial reviews themselves, without professional advice or guidance.

Box 5: Financial planning
‘When you review your financial situation, do you usually review it yourself or do you usually seek the

advice of a professional?

Which of the following best describes how often you review your finances?

I review them regularly as a matter of course to make sure my savings and investments are meeting

my needs.
I review them occasionally.
I only ever review them when I really have to because of a change in my financial or personal situation.

I never review them.

Do you keep a written record or documentation of the review or not?’

Frequency of reviewing

On the whole, people’s tendency to review their financial situation was related to their personal
economic circumstances, the number of products they held, and the length of time they had been

investing (see Table 5 and Figure 2.1).

Box 5 shows the wording of the questions on financial planning. The survey did not attempt to define ‘review your financial
situation’.

17



C1 34 41 18 .
AB 45 37 16 I
] ] ] ] J
0% 20% 40% 60% 80% 100%
Regularly Occasionally When have to [ Never

Figure 2.1: Financial planning - the frequency with which respondents say they review their financial
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situation, by social grade

People who review their financial situation regularly

A third of people (33 per cent) said they reviewed their financial situation regularly, and as a matter of
course, to ensure that their savings and investments were meeting their needs. Regular financial
reviewing was more common among some age groups than others. People aged between 25 and 34 were
much more likely to be regular reviewers than the under-25s. The greatest proportion of regular
reviewers was made up of people aged 55 to 64 (41 per cent); this contrasted sharply with much lower

levels among those aged 21 to 24 and 35 to 44 (23 per cent and 29 per cent respectively) (Table 5).

One possible explanation for this variation may be that changes in financial planning behaviour
correspond to life cycle changes. Between the ages of 25 and 34, for example, people start to set up
their own homes, and so acquire mortgages and mortgage-related insurance policies. House purchase is
also often a trigger for people to take out personal loans or buy goods on hire purchase for household
items. As their use of financial services grows, people may be prompted to review and reappraise their

financial situation on a regular basis.

At the other end of the life cycle, impending retirement might stimulate those aged between 55 and 64
to keep a much closer eye on their financial situation. This was borne out to some extent by the survey
where older couples with no dependent children were much more likely than other types of household to

be regular reviewers.

Consumer Panel Annual Survey Report 2000
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Regular reviewing was most clearly linked to economic well-being, increasing steadily with income and
financial wealth. In addition, regular reviewers had typically seen their situation improve over the past

year, and expected this good fortune to continue (Table 5).

Regular reviewing, as might be expected, was especially associated with people who had more products.
So, while less than a quarter of people with between one and three products reviewed their financial
situation regularly, over 50 per cent of those with seven or more products did so. Regular reviewers were
also most common among experienced investors, who had been buying products for five years or more.
On the whole, these people had bought a fairly broad range of products and were more likely than
others to have investments and stocks and shares (Table 5). In other words, they tended to own the

types of products that were more prone to market fluctuation, and therefore require closer monitoring.

Given what we already know, it is not surprising that regular reviewers were largely the most financially
literate people, who had a clear idea of the types of products they needed, read the personal financial
pages of the newspaper regularly, and were fairly confident about making their own financial decisions
(Table 5).

People who review their finances occasionally

About a third of people (34 per cent) said they conducted occasional financial reviews. While occasional
reviewing did not vary greatly with age, those most likely to be doing so were young couples with no
children. It did, however, rise steadily with income, so that 41 per cent of the highest earners reviewed
their financial situation occasionally, compared with 23 per cent of people in the lowest income group.
In addition, occasional reviewers typically had financial wealth totalling between £5,000 and £10,000
(Table 5).

Occasional reviewers tended to own between one and six financial products. They were predominantly
people who had only started investing relatively recently; 52 per cent of them had just started looking

into investing (Table 5).

Taken together, this suggests that occasional reviewers are typically young dual income professional
couples, who have started to build up their investments and to accumulate a financial asset base, in

order to lay the foundations for future financial prosperity.

People who review only when prompted by a change in circumstance

A fifth of people (20 per cent) said they only reviewed their financial situation when they really had to,
because of a change in their personal or economic circumstances. There was very little to distinguish
this group from the general population, except that they tended to be risk averse and found saving
difficult (Table 5). As noted earlier, these people were generally less well-off than others; with little

money to invest, they probably considered more regular reviewing of their finances to be unnecessary.
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People who never review their financial situation

One in eight people (12 per cent) stated that they never reviewed their finances, and they were
overwhelmingly concentrated in the lowest income group. Most of this group had financial wealth of
less than £2,500 and found it difficult to save. On the whole, the non-reviewers considered that their
financial situation had deteriorated over the previous 12 months, and expected it to get worse over the

coming 12 months.

Reviewing was also closely linked to the number of products held. So, half of people without any
products never reviewed their financial situation, while those with more than four products were very
unlikely not to review their financial situation. Only 1 per cent of people with seven or more products

said they did not undertake such reviews (Table 5).
Keeping a record of financial reviews

Of the people who reviewed their financial situation (either regularly, occasionally or when driven to do
so by a change in their circumstances), those most likely to keep a written record of their reviews were
older couples with no dependent children, people with financial wealth of £40,000 or more, longer term
investors, and people in social grade AB (see Table 6). Recording financial reviews was associated with
the number of products held: 75 per cent of people with seven or more products kept written records of
their financial reviews compared with 48 per cent of people with between one and three products. In
addition, the majority of people who reviewed their financial situation regularly with professional help

kept written records of these reviews (82 per cent) (Figure 2.2 and Table 6).
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Figure 2.2: Keeping a written record or documentation of financial reviews, by selected respondent characteristics

How finances are reviewed

2.16 As already mentioned, 68 per cent of people reviewed their financial situation without professional

advice or assistance. Only a fifth of people (22 per cent) reviewed their finances with the help of a

professional adviser. For the most part, a review with a professional adviser was prompted by the

consumer rather than the adviser. The people who most used financial advisers were financially literate

consumers aged between 45 and 64 and couples with no children. Distinguished by high incomes, these

people were also optimistic about their financial situation (see Table 7).
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Using an adviser was clearly linked to product-holding — the greater the number of products they had,
the more likely they were to have sought help in reviewing their finances. A quarter of people with
between four and six products fell into this group, rising to around one-third of those with seven or
more products (Table 7). The correlation between advice-seeking and purchasing is discussed further in

section 8.

In contrast to the self-reviewers, people who reviewed their finances with the help of a professional
adviser lacked financial confidence to a surprising extent (Table 7). There are two plausible explanations
for this finding: they may seek assistance because they do not feel confident enough to make their own
decisions, particularly if buying more complex investment products; or they may lack confidence because

they have come to rely entirely on the advice and guidance of someone else.
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For each product they had ever had, people were asked a series of questions about how straightforward
it was to take out the product, whether they thought it was essential to seek advice before taking it out,
and how easy it was to understand charges. Savings account were the most widely held form of product
(85 per cent), followed by pensions (62 per cent), life assurance (51 per cent) and mortgages (47 per
cent). People who had had life assurance savings products, life assurance products or personal pensions
were also asked about the importance of looking at the expected returns before taking these products
out. Table 8 summarises the responses to these statements, and definitions of product types are given in
Box 6.

Box 6: Types of financial products

Savings account ordinary savings account with a bank or building society, cash
Individual Savings Account (ISA), Tax Exempt Special Savings
Account (TESSA)

Investment product Personal Equity Plan (PEP), equity ISA, unit trust, investment trust,
investment bond, Open-Ended Investment Companies (OEICs),

privatisation/windfall shares, other shares
Life assurance savings product  ten-year savings plan, endowment policy not linked to a mortgage
Life assurance product ‘whole of life” life assurance, term life assurance

Mortgage product endowment policy for a mortgage, other interest-only mortgage,

repayment mortgage

Pension product personal pensions, Free-Standing Additional Voluntary Contributions
(FSAVCs)

Are products considered straightforward to take out?

Figure 3.1 shows that the responses to this question across the range of products were largely positive,
and closely mirrored the findings of last year’s survey. By definition, this question excludes people who
were put off taking out the product because they thought it would be difficult. Savings accounts were
regarded, by those who had opened one, as the most straightforward products to take out. In particular,

the majority of people (87 per cent) who had a cash ISA agreed that they were easy to take out (Table 8).



Cash ISA 87 3 9 Il
Savings account 75 8 15 I
Life assurance savings 74 8 15 I
Life assurance 69 12 19 Il
Pension 58 10 28 I
Investments 56 14 27 I
Mortgage product 53 8 36 l
1 1 1 1
0% 20% 40% 60% 80% 100%
Agree Neither Disagree [0 Don't know

Figure 3.1: Respondents' agreement or disagreement with the statement on how straightforward it is to take
out different financial products

Is it essential to seek advice?

3.3 Seeking pre-purchase advice was considered important for all products* and, again, the findings were
very similar to last year’s survey. It was, however, considered especially important for pensions and

mortgages (Table 8).

3.4 The majority of people (76 per cent) who had ever had a personal pension thought that it was essential
to seek advice before taking one out, with most agreeing strongly. Similarly, 70 per cent of people who
had ever had a mortgage considered it essential to seek advice before taking out a home loan and,
again, most agreed strongly. Across the range of products, the people most likely to consider advice
essential belonged to social grade C2, found saving difficult, and generally lacked confidence about

decision-making.

Is it easy to understand the charges?

3.5 Around half of respondents who had ever taken out investment products, life assurance products and
pensions said they found it difficult to understand the charges levied on them. For the most part,
these people were in their mid-20s to mid-50s and lacked the confidence to make financial decisions

themselves. They were also more likely to belong to social grade C2.

1 The question was not asked of savings accounts or cash ISAs.
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3.6 The majority (62 per cent) of people who had ever taken out a mortgage agreed that it was difficult to

3.7

3.8
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compare the costs of different types of mortgages. These people tended to be aged between 35 and 64,

to lack confidence about making financial decisions, and to be on lower incomes.
Is it essential to look at expected returns?

The great majority of people who had ever taken out a life assurance savings product, a life assurance
product, or a personal pension agreed that it was vital to consider the expected returns on these
products before purchasing, and most agreed strongly (89 per cent, 88 per cent and 81 per cent

respectively). No particular types of people seemed more likely to agree than others.

In addition, all respondents were asked how strongly they agreed or disagreed with the statement An
endowment mortgage is guaranteed to pay off your mortgage’. Three-quarters of people (75 per cent)
disagreed with the statement. Those most inclined to disagree were aged between 45 and 64, financially

literate, and among the higher earners.
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4.1 Figure 4.1 shows the overall response when respondents were asked how strongly they agreed or

disagreed with the following statements about the characteristics and performance of different

investment products:

* sticking with a ‘big name’ company is the best way to guarantee that you are going to get a good

return on your money;

* the past performance of a financial investment is a good guide to how well the investment will do

in the future;

° company charges are irrelevant, it is the performance of the investment that counts;

* the financial market is so competitive that there is little difference between the costs and charges

made by different companies;

* the best time to invest in a pension is in your 40s.

Sticking with a big name company is the
best way to guarantee good returns

Past performance is a good guide to
how investments will do in the future

Company charges are irrelevant,
it's performance that counts

The financial market is so competitive,
there is little difference between the
charges and costs of different companies

The best time to invest in a pension
is in your 40s

47 50 I
52 43 I
37 57 l
14 81 I
1 1 1 1 ]
0% 20% 40% 60% 80% 100%
Agree Disagree [ Don't know

Figure 4.1: Factors that influence purchase decisions - respondents, agreement or disagreement with statements
on financial assumptions

‘Big name’ companies

4.2 On the whole, people were fairly evenly divided about whether or not sticking with ‘big name’ companies

ensured the best returns on their investment. The types of people who favoured ‘big name’” companies

tended to be either very young (that is, under 24) or aged over 45, on low incomes, and with few

financial products. In addition, reliance on ‘big name’ providers was common among people who found
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saving difficult, and among the more risk averse consumers. Higher income earners and those with
multiple products, on the other hand, were least likely to think that these companies offered the best

returns (see Table 9).
Past performance

Opinion was similarly split about whether past performance of a product was a good guide to how it
would do in the future. Higher earners were more likely than lower income groups to think that past
performance was an unreliable indicator, as were people with seven or more products compared with

those with a smaller number (Table 9).
Charges vs performance

People were far less ambivalent when it came to the charges levied by financial services providers. The
majority (57 per cent) of people were not convinced that company charges were less important than
investment performance. People aged between 25 and 34 were most likely to think that charges were a

relevant consideration; this view also increased steadily with income (Table 9).
Costs and charges

Just over half of people disagreed that there was little difference between the costs and charges levied
by different financial services companies. Those who felt most strongly that costs and charges did vary
between different companies were aged between 45 and 54, were among the highest earners, had
considerable financial wealth, and tended to be the more financially literate people in the sample.

Strength of opinion also rose with the number of products owned (Table 9).

Overall, these findings suggest that the less sophisticated consumers were, the more likely they were to

rely on ‘big name’ companies and past performance. In contrast, sophisticated consumers tended to

place greater reliance on the costs and charges of savings and investment products.
Taking out a pension

The issue of personal pensions prompted the most unanimous response from consumers since 81 per
cent of them disagreed with the statement that ‘The best time to invest in a pension is in your 40s’.
Those most likely to disagree were aged between 25 and 54. Levels of disagreement also rose with
income and the number of products currently held, so that the vast majority of people with more than
four products disagreed that the best time to take out a pension was in your 40s. The fact that people
on lower incomes were more likely to agree that the best time to take out a pension was in your 40s

(Table 9) may have important implications for the take-up of stakeholder pensions.
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Knowledge of any financial requlatory bodies

5.1 Figure 5.1 shows that, in general, people demonstrated fairly low levels of awareness of official bodies
that regulate financial services. Around a third (31 per cent) of people said they knew at least one
financial regulatory body, although only 25 per cent could actually name one without being prompted.
Men were more likely than women to say they knew of regulatory bodies, and awareness was lowest

among people aged 21 to 24 (see Table 10).

100% — 2 1 3 4 2 2
80% —+
47
54
67 65
% — 76
60% 84
40% -+
53
20% —+ 44
31 32
21
14
0% I I I I I I I J
All AB C1 C2 DE Financially literate

Social grade

Yes, aware No, not aware "1 Don't know

Figure 5.1: Respondents' claimed general awareness of a financial regulatory body, by social grade and
among those defined as financially literate

5.2 There were clear links between knowledge of regulators, financial well-being and social grade. The
highest earners (£25,000 or more) were more likely to say they were aware of financial regulators than
other income groups, as were people with financial wealth of £10,000 or more, and those categorised
as financially literate. Awareness also increased sharply with the number of financial products owned.
People in social grade AB were almost four times as likely to say they had heard of regulatory bodies

than those in social grade DE (53 per cent compared with 14 per cent respectively) (Table 10).
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Knowledge of the Financial Services Authority (FSA)

5.3 Everyone who claimed to have heard of one or more financial regulators was asked to name the
organisation. Best known was the FSA. Overall 12 per cent of the people surveyed were able to name the
FSA without prompting. Financial ombudsmen were mentioned unprompted by 8 per cent of people,

while other regulators were each mentioned by fewer than 5 per cent of people (see Figure 5.2).

FSA
Ombudsman
PIA

FIMBRA
LAUTRO

IMRO

Bank of England
Stock Exchange
SIB

SFA

Other

Don't know

0% 2% 4% 6% 8% 10% 12%

Figure 5.2: Regulatory bodies that could be named over the total sample

Moreover, unprompted recognition of the FSA as a financial regulator doubled between 1999 and 2000,

while remaining about the same for other regulators.

5.4 People aged between 35 and 54, in higher income groups, and in social grade AB were the groups most
likely to identify the FSA as a financial regulator. In fact, a quarter of people in social grade AB were
able to identify the FSA’s regulatory role, compared with 5 per cent of people in social grade DE. Men

were more likely to do so than women (16 per cent compared with 9 per cent respectively).

5.5 People who were not able to name the FSA unprompted were then asked whether they were aware of the
FSA prior to the interview. Combining these two measures, overall 34 per cent of people, in 2000, said
that they had heard of the FSA, compared with 12 per cent in 1999. The people most likely to say they
had heard of the FSA when prompted again tended to be men, in higher income groups, in social grade
AB, and financially literate. Furthermore, the more financial products people had, the more likely they
were to say they had heard of the FSA.
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Knowledge of the regulatory powers of the FSA

5.6 Finally, all respondents were asked a series of true or false questions about the regulatory powers of the
FSA. Figure 5.3 shows, that for the most part, people answered the questions correctly (see Table 11).
Financially literate consumers were consistently more likely to get the answers correct than anyone else.
In all cases, however, the proportion of people who answered correctly was greater than the proportion
who said they had heard of the FSA when asked directly. In other words, the answers people gave
probably reflected their expectations of a financial requlator rather than knowledge of the FSA. In
addition, there was considerable uncertainty about what the FSA can and cannot do - for each question,

around a third of people did not know the answer (Table 11).

The FSA offers some protection
against loss ...

... if a company authorised by the
FSA stole moneythrough fraud 55 13
(True)

... an unauthorised company went
bust while holding client money 21 43
(False)

... an investment goes down in
value when the stock market falls | g 63
(False)

0% 20% 40% 60% 80% 100%

True False [l Don't know

Figure 5.3: Knowledge of the regulatory powers of the FSA - respondents' true or false response to statements
on the powers of the FSA to offer protection to consumers under different circumstances

Overview of financial literacy

5.7 The information on knowledge of regulatory bodies allows us to complete the picture of the type of
person who is financially literate, as defined in section 1. Drawing this information together, the
financially literate consumer is typically male, and aged between 35 and 64. He is affluent, with a high
income and considerable financial wealth. Financially, he is ‘on the up’ and optimistic about continuing
prosperity. He owns a wide range of financial products which he reviews reqularly, more often than not

with the help of a financial adviser.

The financially literate consumer is unlikely to rely solely on past performance as a guide when buying
investment products. Instead, he shops around carefully before buying, taking into account the costs
and charges levied by different companies. On the whole, he is confident about making his own
financial decisions. Finally, the financially literate consumer is better informed about financial

regulation in general, and about the FSA in particular.
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Figure 6.1 shows the overall proportion of respondents that had held each of the products covered in
the survey. A savings account with a bank or building society was by far the most common product that
people had ever held. It was also the product that most people had retained over time (see Table 12). In
contrast, just over three in ten people had ever taken out a life assurance savings product, and far fewer
of them (62 per cent) still had the product at the time of the survey. This is largely consistent with what
we already know about life assurance savings products — they have traditionally been the cornerstone of
the home service market in financial products, popular among lower income households at whom they
are particularly targeted. Although intended to be medium- to long-term savings products, many
policies lapse in the first few years. There are a number of possible reasons for this: people can no
longer afford to keep up the payments; they may become dissatisfied with the performance of products;

they may let policies lapse because of changes in their personal circumstances.

With regard to other types of products, the picture is much as we would expect. There was evidence of a
certain degree of fluctuation in the ownership of stocks and shares and investment products over time,

as people liquidised their assets.

‘Persisting: why consumers stop paying into policies’, a report on persistence levels carried out by DVL Smith Ltd, FSA Consumer
Research 6, 2000.
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PENSION
Personal pension 37

FSAVC/pension transfer 9

MORTGAGE
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Whole of life insurance

Term life assurance
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Ten-year savings plan
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to a mortgage

INVESTMENTS
PEP 16

Equity ISA 10
Unit trust 12
Investment trust 8
Insurance bond 17
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Windfall stocks and shares 23

Other stocks and shares 20

SAVINGS ACCOUNT
TESSA 14
Cash ISA 21

Savings account with bank
or building society

0% 20% 40% 60% 80%

Figure 6.1: Financial products people currently held, grouped by product type

Numbers of products currently held

6.3 Around half of people (49 per cent) had three or fewer products at the time of the survey, including 8 per
cent who had none at all. At the other end of the scale, just under one-fifth of people (18 per cent) had
seven or more savings and investments products; very few people had more than ten (see Table 13 and
Figure 6.2).
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SOCIAL GRADE
AB 33 49 17

N

C1 20 35 41

2 15 33 44

DE |2 14 60

DIFFICULTY SAVING
Definitely agree with statement:
I'd like to save but find it difficult

MONEY TO INVEST
Disagree with statement:

I never have money to invest 4 =L o2

Agree with staterpent: 16 34 43
I never have money to invest

FINANCIALLY LITERATE
Not classed as financially
literate

Financially literate 29 35 32

All 18 33 M

0% 20% 40% 60% 80% 100%

7+ 46 1-3 [ None

Figure 6.2: The number of products currently held by sectors of the sample

6.4 Levels of product-holding were clearly associated with age, family type, economic circumstances, length
of time investing, and purchasing behaviour (Table 13). As would be anticipated, those with higher
levels of product ownership were the older, better-off respondents who had seen their financial situation
improve over the past 12 months. In addition, they tended to be more experienced investors and to
have added to their investments within the past year. And, as mentioned in section 1, financially literate
consumers tended to have more products than other consumers. Nearly one-third of people categorised
as financially literate had seven or more products, compared to less than one in ten people who found
saving difficult (Table 13).

6.5 People with between one and three products appeared to fall into two groups. The first group largely

comprised people under 25 (most of whom only had one product), and those who had just started to
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look into making investments. It seems likely that these people will become more engaged with financial

services in the future, as they grow older and start to build up their investments.

The second group was made up predominantly of single parents and older single people. These people
were among the least well-off among the sample, with incomes typically below £6,499, and low levels of
financial wealth. On the whole, their financial situation had worsened in the past year. It is not
surprising, then, that they found saving difficult and consequently had no money to invest. In fact, they
were unlikely to have bought any products in the last five years (Table 13). The picture that emerges is
one of static product-holding: people in this group have a few basic financial products (many have only
one), probably a savings account and some form of life assurance, that were taken out some time ago.
Nor are they likely to purchase any financial products in the near future, given their constrained

financial situation.
Financially excluded consumers

As we mentioned earlier, one in 12 people currently had no savings or investment products and most of
these had never bought any products at all. A good deal is already known about the types of people who
are on the margins of financial services (see, for example, Kempson et al., 2000)?, and this was largely

reaffirmed by this survey.

A number of groups were over-represented among those people who had never bought any savings or
investment products, including the under-25s, along with a similar proportion of people over 65. In
addition, they were generally single with no children, or lone parents (see Table 14). As mentioned
above, it is likely that younger single people with no children have not yet had any dealings with the
financial services sector, but may well do so in the future. In contrast, if lone parents do go on to buy
financial products in the future, they will probably limit themselves to ordinary savings accounts and/or

life assurance products.

Having no financial products was closely associated with constrained economic circumstances. People in
this group, then, were largely not working. A high proportion of them were unemployed and receiving
either Jobseeker’s Allowance (13 per cent) or Income Support (23 per cent). Most had incomes of less

than £6,499 per year, and social tenants were greatly over-represented (Table 14).
Types of products currently held

The majority of people (79 per cent) currently had a savings account with a bank or building society.
Just under a quarter of people had windfall or privatisation stocks and shares, often as a result of
building society demutualisations (Table 15). When asked about credit unions, only 2 per cent of people
said that they personally belonged to one. This figure is commensurate with the slow development of

credit unions in Britain so far (HM Treasury, 1999).’

‘In or out? Financial exclusion: a literature and research review’, FSA Consumer Research Report 3, July 2000.

Credit unions of the future, HM Treasury, 1999.
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Patterns of current ownership reiterate much of what we already know. So, for example, levels of

ownership were consistently lower across the range of products among people who had difficulty saving.

In addition, a very clear picture emerged from the survey about the types of people who currently had
investment products and stocks and shares: they tended to be older, financially literate, men, on higher
incomes, with considerable financial wealth, and had generally experienced an upturn in their financial
situation over the preceding 12 months. With at least seven financial products in their portfolio, they

were typically longer term proactive investors (Table 16).

Moreover, levels of financial wealth had a noticeable impact on the types of products people owned.
Ownership of both investments and all stocks and shares increased steeply with financial wealth, but the
likelihood of having a savings account dropped markedly among those people with the greatest financial
wealth. This indicates that, as people’s financial wealth grows, they look to spread their money across a
wider range of potentially more profitable financial products. In addition, the levels of mortgage and
pension holding fell among the most affluent consumers, suggesting that they had bought their homes

outright, and were drawing on their pensions rather than paying into them (Table 16).

Around 20 per cent of people currently had a cash ISA (Table 15). Intended primarily as a savings vehicle
for people on lower incomes, this year’s survey indicates that 25 per cent of cash ISAs were owned by
people with household incomes of less than £13,500 per year; this is broadly consistent with recent

figures published by the Treasury.”

Nonetheless, despite attracting some lower income consumers, cash ISAs were predominantly held by
people on higher incomes and with greater financial wealth. Almost half of cash ISAs were held by
people with annual incomes of £25,000 or more (46 per cent), and financial wealth of £20,000 or more
(48 per cent). These patterns were magnified in relation to equity ISAs — 60 per cent of equity ISAs were
held by people with annual incomes of £25,000 or more; and 66 per cent of equity ISA holders had

financial wealth of £20,000 or more.

Given their somewhat limited impact among lower income consumers, close monitoring of future take-up
of ISAs is clearly warranted. These concerns should also be borne in mind when stakeholder pensions are

introduced in 2001.
Recent purchasing

Seven in ten people surveyed had bought a savings or investment product of some kind within the past
five years, and a third of people had bought within the past year. The most recent purchase for almost
four in ten people was a savings account; this was fairly evenly divided between savings accounts with a
bank or building society and cash ISAs. For a further 15 per cent, their most recent purchase was a

mortgage (Table 12).

These figures indicate that a quarter of mini-cash ISAs are held by people with household incomes of less than £11,500 per year
(www.hm-treasury.gov.uk/pbr2000/news/press_all.htm dated 8 November 2000).
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People who had bought a financial product within the last year

6.16 From both Table 17 and Figure 6.3 it can be seen that the greatest proportion of people (19 per cent of
all respondents) had taken out a savings account in the last 12 months, of which cash ISAs were by far
the most popular. A further 14 per cent of people had bought an investment product, including 6 per
cent who had bought stocks and shares and 4 per cent who had bought an equity ISA. Only 3 per cent of
people had received windfall/privatisation stocks or shares in the past year, suggesting that the rapid
increase in this type of share-holding during the 1990s (particularly windfalls from building society

demutualisations) has now tailed off.

Pension

Mortgage

Life assurance
product

Life assurance
savings product

Investment product

Savings account

0% 5% 10% 15% 20%

Figure 6.3: Products bought in the last 12 months (2000 survey)

6.17 New mortgages had been taken out by 8 per cent of all people within the past year, of which repayment

mortgages accounted for 4 per cent, endowment mortgages 2 per cent, and other interest-only
mortgages 2 per cent. This provides further evidence that people are continuing to move away from
buying endowments, due to concerns about their market performance and allegations of mis-selling
which received wide media coverage. In less than ten years, in fact, there has been a dramatic
turnaround in the types of mortgages purchased. In the second quarter of 1992, 72 per cent of
mortgages bought were linked to endowment policies, with repayment mortgages accounting for only
16 per cent. In the same period of 2000, repayment mortgages comprised 57 per cent of the market,

and endowment mortgages 13 per cent (information from the Council of Mortgage Lenders).

6.18 Recent purchasers as a whole were just as likely to be women as men. Most were aged between 25 and
44, lived with their partners and children, and owned their own home with a mortgage. The majority
were in employment, and most in fact were working full-time. High earners were significantly over-

represented among recent purchasers, comprising 36 per cent of the total sample, but 53 per cent of
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recent purchasers. Similarly, financially literate consumers predominated among the recent purchasers,
whereas the risk averse and those who found saving difficult were significantly under-represented.

Finally, recent purchasers were much more likely to belong to social grades AB and C1 (Table 14).

Changes over time

Compared to last year’s survey, the level of recent purchasing appears to have increased overall. In
particular, 12 per cent of people had bought a cash ISA in the 12 months up to October 2000, compared
to 4 per cent in the 12 months to October 1999 (Table 17). This is probably attributable to greater

consumer awareness resulting from the advertising campaigns of financial service providers.
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7.2

7.3

1.4

7.5

Earlier sections of this report have looked at the characteristics of respondents. This section focuses
predominantly on savings and investment products bought in the last two years." Around four in ten of
the purchases made during this time were of products not currently requlated by the FSA for conduct of
business (that is, either savings accounts, cash ISAs, TESSAs, repayment mortgages or interest-only

mortgages).

The remaining six in ten purchases involved a product regulated by the FSA (that is, either other
investment products, life assurance savings products, other life assurance products, endowment

mortgages or pensions). It is the purchase of these particular types of products that is examined below.?
Types of information used in decision-making

The majority (70 per cent) of recent financial purchases were made using just one source of information.
This was the case across the range of products, although a higher proportion of investments than other
products (19 per cent) tended to be purchased after consulting more than two sources of information. It

was very rare for financial purchases to be made without any information at all (see Table 18).

Financial advisers were by far the most common source of information used. In fact, a financial adviser
was consulted in almost half (48 per cent) of the recent purchases made (Table 18). Financial advisers
were also the single most influential source of information for almost all types of products (see Table

19).

The next most common sources of information used were:
product information requested and sent through the post, used in 15 per cent of recent purchases;
product information picked up at a branch, cited in 14 per cent of recent purchases; and
advice of friends/relatives, also used in 14 per cent of recent purchases.

Newspaper articles and best-buy tables were both used in 11 per cent of recent financial purchases.
Unsolicited product information received through the post was cited as a source of information in less
than 10 per cent of purchases. Information from the Internet was used in 7 per cent of purchases. This
figure is likely to increase over time, as more households become connected to or familiar with the

world wide web. Radio and television were the least popular sources of financial information.

Best-buy tables, specialist magazines and newspaper articles were used much more commonly in the
purchase of investment products than other types of products. In addition, information picked up at a

branch and the advice of friends/relatives were mentioned more often in relation to endowment

In order to obtain sufficient data about recent purchases for analysis, the data from the 1999 and 2000 surveys has been
combined. As a result, we are unable to compare recent purchases made in 2000 with those made in 1999.

As a boost sample was used to obtain these data, we have a natural sample of recent purchases of FSA-regulated products, but
not of non-FSA regulated products. This precludes any comparison of FSA-regulated and non-FSA regulated products.
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mortgages than other product groups. Even so, a financial adviser was still the main source of

information for nearly seven out of ten endowment mortgages bought in the last two years.

Contact with companies

On the whole, recent purchases were made after contact with very few companies. Figure 7.1 shows that
the largest proportion of recent purchases (38 per cent) involved contact with only one company and a
further 11 per cent with two companies. In contrast, only 10 per cent of recent purchases were made
after five or more companies had been contacted (Table 18). So, combined with the fact that recent
purchases were typically made using one source of information, there appears to be little evidence of
people ‘shopping around” for financial products and services. It seems, then, that people do not practise
what they preach - 78 per cent of respondents agreed that they tended to shop around to get the best
deal, and 84 per cent agreed that it was best to speak to several people before buying financial products

and services.

In a small proportion of purchases (13 per cent), a financial adviser had collected all the information
and quotes from companies on behalf of the consumer (Table 18). This was more common for
endowment mortgages and pensions than other products, and also in relation to products bought by
women. In contrast, recent purchases using information collected from five or more companies were

much more likely to have been made by men.

Pension 30 9 19 l 2 6 8
mortgage
Investment 37 10 15 6 11 - 3
Life assurance 44 13 15 I 4 6 - 1
Life assurance 61 9 10 - 4
savings
All FSA-regulated 38 1 14 . 4 10 - 4
products
] ] ] ] J
0% 20% 40% 60% 80% 100%
One Two Three B Four
Five More than five [0 Adviser got all quotes NA/don't know

Figure 7.1: The number of companies from which the respondents obtained information, by type of product
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Consumer confidence

Recent purchasers were asked whether they thought they had all the necessary information to make the
right decision when it came to buying specific financial products. Consumer confidence in this respect
was generally very high, with 88 per cent of recent purchases being made by people who felt confident
that they had sufficient information to make the right decision. There was, however, some variation
between product groups, with confidence highest in relation to life assurance savings products and

lowest for endowment mortgages (Table 18).

These findings should, however, be treated with some caution. People might, for example, be more likely
to state that they had adequate information, believing this to be the ‘correct’ response to the question.
They might also be reluctant to admit a lack of confidence in their own financial decision-making

capabilities.

Seeking financial advice

Figure 7.2 shows that most recent purchases (70 per cent) were made after receiving some form of
financial advice (Table 20). In half the cases, advice was given by a tied adviser and, in the other half,

by an independent financial adviser.

Investment 20
Pension 27
Life assurance 27
Endowment 32
mortgage

Life assurance

savings
All FSA-regulated
]
0% 20% 40% 60% 80% 100%
Advice face-to-face || Advice face-to-face Advice over [ No advice
at home not at home the phone

Figure 7.2: How financial advice was provided for products bought following advice
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There was a clear relationship between not receiving advice and consumer confidence. Nearly four in ten
life assurance savings products were purchased without prior financial advice; as mentioned above,
people were more confident about having sufficient information to make the right decision about life
assurance savings products than other types of products. In contrast, only two in ten endowment
mortgages were purchased without prior financial advice, and this was the product people were least

confident about buying.

There were also some notable differences between types of products in the way that the advice was

delivered (see Table 20):

face-to-face advice in the home was most commonly provided in relation to life assurance savings

products, and least commonly in relation to investment products;

almost half the recent purchases of endowment mortgages were made following advice received

outside the home;

telephone advice was most common in relation to the purchase of pensions.
We return to the subject of advice-seeking in section 8, from the respondent’s point of view.
How products were taken out

Figure 7.3 shows that of all FSA-requlated products bought in the past two years, 60 per cent were taken
out face-to-face through an adviser, either at a branch or office (34 per cent) or in the home (26 per
cent). Endowment mortgages were the most common product to be taken out at a branch or office and,
in fact, over half of new endowment mortgages had been taken out in this way. In contrast, life

assurance savings products were typically taken out in the home (Table 18).

A relatively small proportion (18 per cent) of recent purchases was taken out through the post orin
response to a mailshot, typically investment products and life assurance savings products. Even fewer
(11 per cent) were taken out by telephone, with life assurance products being the most common type of
product to be taken out in this way. Only 2 per cent of recent purchases were made via the Internet,
spread across the range of products (Table 18). So, although people use a fairly broad range of
information sources, they have not yet moved away from the conventional method of buying financial

products, namely face-to-face with an adviser or salesperson.



Pension 1 31 27

Endowment mortgage | 3 I
Life assurance 13 1- 35 27

Life assurance savings 24 1I 16 45

Investment 25 3 - 33 20

AlL FSA regulated

51 32

products 18 2 34 26
1 1 1
0% 20% 40% 60% 80% 100%
Post Internet/digital TV " Telephone
Branch/Office Home I Not stated/Don't know

Figure 7.3: Main channel of purchase for the most recent FSA - regulated product taken out in the last 12 months
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8.1 As mentioned in section 3, most people thought that it was essential to obtain advice before buying
financial products. The majority of respondents (84 per cent) also agreed that it was best to speak to
several people to get the best deal when buying financial products and services. And, as we saw in
section 7, advice was sought more often for the recent purchases of some products (such as endowment
mortgages) than others (such as life assurance). This section examines people’s experiences of seeking

advice and their general views of advisers.
Sources of advice

8.2 People were asked how they had acquired every savings and investment product they had ever bought.
The majority (85 per cent) of people had bought at least one product through an adviser at some time in
the past, and some had bought more than one. Moreover, there was a clear association between advice-
seeking and purchasing, so that the majority of people who had consulted an adviser in the past went

on to buy a product.
8.3 The most commonly used sources of advice were:

an adviser at a bank (38 per cent of the 3,600 products ever held and bought through an adviser

were bought in this way);

an independent financial adviser (24 per cent of the 3,600 products ever held and bought through an

adviser were bought in this way);

a salesperson in the home (21 per cent of the 3,600 products ever held and bought through an

adviser were bought in this way).

The types of adviser least commonly used were estate agents (2 per cent), accountants/solicitors (3 per

cent), brokers (5 per cent), and a salesperson in the branch (7 per cent).

8.4 0On the whole, people were using advisers they had used on a previous occasion. Six out of ten (59 per
cent) purchases bought through an adviser were bought through someone the consumer had dealt with
previously. The types of advisers that attracted the highest levels of repeat use were
accountants/solicitors, brokers, salespeople in the home, and independent financial advisers (Table 21).
It is important to note, however, that accountants/solicitors and brokers were among the least
commonly used advisers, while salespeople in the home and independent financial advisers were

consulted far more frequently by consumers.

The advisers with the lowest levels of repeat use were, not surprisingly, salespeople at a branch, advisers
in a bank and estate agents (Table 21). There were also some interesting differences by product - the
products bought most often from an adviser the consumer was using for the first time were repayment

mortgages (61 per cent) and endowment mortgages (58 per cent).
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Advice-seeking in the last year

Although nine out of ten people had ever bought a product through a financial adviser, far fewer had
done so in the previous year; 64 per cent of people had not consulted a financial adviser within the last
12 months. Of the 36 per cent who had sought advice during that time, half (18 per cent) had gone on
to buy a product while the other half (18 per cent) had not (Table 22).

People who had not sought advice in the past year were similar in several respects to those people who
had never bought any financial products (see section 6). Indeed, 6 per cent of people who had not
sought advice in the past year had never bought any financial products. So, social tenants and people
with annual incomes of less than £6,499 were over-represented among those who had not sought advice
in the past year. In addition, women were more likely than men not to have spoken to a financial adviser
during that time (Table 22).

Financial advice-seekers, on the other hand, were mostly financially literate people; men; aged between
25 and 54; working full-time; and buying their home with a mortgage. They were also among the more
affluent people in the sample: almost half of people who had consulted a financial adviser in the past

year were earning £25,000 or more a year (Table 22).

There was little to distinguish those who had consulted a financial adviser and then bought a product
(‘sought and bought’) from those who had sought advice and not made a purchase (‘sought and not
bought’), except that the latter tended to be slightly older. As noted, higher earners accounted for
around half the people in each of these two categories, suggesting that older, more affluent consumers
are just as likely to seek advice about their existing financial commitments as they are to consult an

adviser about buying new products (Table 22).

Most advice-seekers had only talked to one financial adviser in the past 12 months. However, those who
had actually bought a product in that time were more likely to have consulted two or three financial
advisers (Table 23).

Explanations of financial products

People who had bought a financial product (other than savings accounts or shares) through an adviser
in the past year were asked to assess how well the adviser had explained various aspects of the product

to them (see Box 7).
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Box 7: How well did the financial adviser explain:
the purpose of the product?
charges and commission?
the consequences of early mortgage repayment?
the length of time necessary to get a decent return?
the consequences of cashing-in investments early?
the expected return on the investment?

that returns are not guaranteed?

Encouragingly, consumers were generally satisfied with the explanations given by advisers across the
range of features. Similarly, the great majority of people felt that advisers had shown a good

understanding of their existing financial circumstances.

One finding did, however, raise concern. While most people considered the charges and commission
levied on products to have been explained well, 12 per cent of consumers stated that this information
had not been covered by the adviser at all. The omission of such vital facts could have grave
consequences for the consumers involved. Future surveys should, therefore, pay close attention to this

issue.
Provision of documents

Most advisers had supplied their clients with documents explaining the key features of the product to be
purchased. In seven out of ten cases, the adviser had recommended that their client read all the
literature. And, on the whole, people did seem to be fairly diligent. Most said they had read some or all
of the documents provided, and over half said they had read them all thoroughly. Financially literate
shoppers in particular were likely to have read written materials in detail; as we know from previous
sections, this group tends to comprise higher earners with considerable financial wealth, and the more

experienced investors.

However, recent research published by the FSA' indicates that consumers do not, in fact, pay a great
deal of attention to key features documents. The findings from this year’s survey should, therefore, be
treated with a degree of caution as respondents may have tended to give what they thought was the

‘correct answer’ rather than answering completely frankly.

Furthermore, reading the materials provided is no guarantee that the consumer understands the
information contained in them. Indeed, as seen in section 1, half of people in the survey said they

found it difficult to understand financial leaflets and materials.

‘Informed decisions? How consumers use key features: a synthesis of research on the use of product information at the point of
sale’, FSA Consumer Research Report 5, November 2000.

51



8.15

8.16

52

Checking advisers

We know that most people had sought financial advice at some time in the past, but did they know how
to check that the adviser was properly qualified or registered? The findings suggest that, on the whole,
they did not.

Among the sample as a whole, most people (41 per cent) did not know how to verify the credentials of a
financial adviser. Only one-third stated that they would contact an independent body;* these were
predominantly older people, financially literate consumers, and much more likely to be men than
women. One in five respondents would simply go to the company that the adviser worked for. Moreover,
those people who had consulted a financial adviser in the past year were generally no better informed

than other consumers.
Impressions of advisers

All respondents who had ever taken out a savings or investment product (other than a savings account
or shares) were asked to give their impressions of financial advisers. They were shown the series of
paired statements given in Box 8, and asked to provide a score for each ranging from 1 (lowest) to 7
(highest).

Box 8: Impressions of advisers

Level of commission
They take too much in commission.

They take about the right amount in commission.

Clear explanation
They explain things clearly.
They do not explain things clearly.

Hard sell
They do not put any undue pressure on you to buy.

They put you under a lot of pressure to buy.

Sell for commission
They sell the best product for you, not the one that pays the most commission.

They sell you the product that pays the most commission, not the one that is best for you.

Trust
You can trust them completely.

You cannot trust them an inch.
contd.

Defined here as the FSA or other regulatory body, Citizens Advice Bureau or other advice agency, industry trade bodies such as
the Association of British Insurers or, some other association for financial advisers.
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Charges
There are always open and honest about the charges on the products they are selling.

There are always hidden charges

Value for money
The products they sell are good value for money.

The products they sell are poor value for money.

For the most part, consumers held fairly favourable impressions of financial advisers, although they
did feel under some pressure to buy. The charges levied for financial advice prompted greatest
dissatisfaction. In particular, people tended to think that the levels of commission charged by advisers
were too high. They were also concerned about hidden charges, and advisers selling for commission

rather than selling the best product for the consumer (Table 24).

As we might expect, people’s opinions were strongly linked to their own experience of using financial

advisers and this, in turn, was related to their level of engagement with the financial services market.

Accordingly, consumers who had ever consulted a financial adviser, whether to purchase a product or to
review their financial situation, held more favourable views than those who had never done so. The most
positive opinions, however, were expressed by people who had sought financial advice in the last 12
months and subsequently made a purchase. In particular, they were more likely to think that advisers
explained things clearly, did not exert undue pressure on the consumer to buy products, and sold

products that were good value for money (Table 24).

Put another way, people with the most favourable impressions of advisers were likely to have received
advice fairly recently. This may be explained in a number of ways. First, consumers who already have a
favourable impression of financial advisers are more likely to seek advice, and to seek it more regularly.
Second, receiving advice may improve people’s impressions of financial advisers. Finally, there may be
a ‘warm glow” after receiving advice that fades over time, as satisfaction with the product or service

diminishes.

In contrast, those with the least favourable views tended to have never sought financial advice. This
suggests that negative impressions are not grounded in personal experience, but rather constructed

from second-hand information and adverse reports in the media.

In terms of engagement with the financial services market, people who regarded advisers favourably
tended to be the more active investors — they had usually bought a financial product within the last 12
months (regardless of whether or not an adviser had been consulted), and owned a greater number of
products. Moreover, their financial situation had generally improved over the past year, and they
expected this to continue in the coming year (Table 24). It seems reasonable to assume, then, that
these consumers would seek professional advice in order to build up a portfolio of savings and

investments.

53



DM gy

D& <l|| '1I| |4I| ||V ,,,|| || () III 0 || IIi m d S QXD ||| W "“ ] wfhas

L e
Regrets 55
Complaints 56

Lapsed products 56

Overview of problematic products 57

54 Consumer Panel Annual Survey Report 2000



9.1

9.2

9.3

9.4

9.5

Respondents were asked about financial decisions that had not worked out as planned, specifically:
which products they had regretted taking out;
which products they had complained about; and
which products they had stopped paying into or had cashed in.

Regrets

Of the people in the survey, 14 per cent had bought a financial product in the last five years that they
later regretted.

For the most part, the consumers who expressed the greatest regrets were those with the most financial
products, namely higher earning, financially literate people in social grades AB and C1 who had typically
been investing for five or more years. Levels of regret also increased with financial wealth, though not
as steeply as we might have expected (Table 25). As mentioned in previous sections, product-holding
tended to increase with financial wealth, and we could reasonably expect the level of regrets to rise as
product-holding rises. This did not seem to be the case and may suggest that wealthier consumers are

more astute, and so are less likely to buy financial products they later come to regret.

There were, however, two notable exceptions to this overall pattern. First, the level of regret expressed
by people aged between 25 and 34 (20 per cent) was high, relative to their fairly low levels of product
ownership (an average of three products per person) (Table 25). Lack of experience seems the most

likely reason for this difference.

Second, one in five lone parents expressed regret about a financial product they had bought in the past
five years, despite the fact that they generally made very little use of financial products and services. In
contrast, fewer than one in ten of people in the lowest income range had any regrets, even though they
had similar levels of ownership to lone parents (Table 25). In other words, lone parents seem to regret

taking out financial products much more than people living on low incomes generally.

Table 26 ranks the products that people most regretted taking out. Endowment mortgages were by far
the most common product that people regretted, both in absolute terms and relative to levels of
product-holding. So, although more people currently had a personal pension than an endowment
mortgage, a much higher proportion of regrets related to endowment mortgages (19 per cent compared
with 9 per cent for personal pensions). On the whole, people regretted taking out endowment
mortgages either because they felt they had received poor financial advice or because of poor

performance. Overwhelmingly, regrets about personal pensions centred on poor financial advice.
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Complaints

Thirteen per cent of people in the survey had complained about a financial product or service in the past
five years. Complainants tended to be aged 25 to 44; on higher incomes; with more financial products;
and in social grade AB. Although they expressed considerable regrets about the products they had taken
out, lone parents were no more likely to complain than other consumers. Those least likely to have
complained about a financial product in the past five years were aged under 25, on incomes of less than
£6,499 a year, and in social grade DE (Table 25).

Complaints largely centred on personal pensions, endowment mortgages and investment products, which
together accounted for half of complaints made (Table 26). A further one in five people had complained
about something other than the financial products listed in the survey, such as current accounts,

consumer credit or insurance products.

In addition to the 13 per cent of consumers who had made a complaint about a financial product in the
past five years, a further 7 per cent had thought about complaining but had not done so. Typically, they
had not complained because it seemed pointless or because they did not know to whom to complain, a
clear reflection of the poor knowledge of regulatory bodies outlined in section 5. The relationship
between regrets and complaints is also interesting. In fact, three-quarters of people who had regretted

a purchase had not gone on to complain about it.
Lapsed products

One in five of people (21 per cent) had let a financial product lapse or cashed it in, usually either in the
past one to five years, or more than five years ago. Endowment mortgages accounted for the largest
proportion of lapsed products (32 per cent), followed by ‘whole of life” life assurance (25 per cent),
personal pensions (20 per cent), ten-year savings plans (16 per cent) and investment/insurance bonds
(10 per cent). On the whole, people stopped paying into products because of a change in their personal

or financial situation, or because they needed the money.

The numbers of individual types of product that had lapsed were small, and any detailed analysis needs
to be used with caution. There were, however, some notable deviations from the general picture of

reasons for letting products lapse:

ten-year savings plans were disproportionately cashed in because people needed the money (36 per

cent), and because the performance did not live up to expectations (14 per cent);

endowment policies not linked to mortgages were disproportionately cashed in because the cover was

not needed (20 per cent);

endowment mortgages were disproportionately cashed in because people needed the cash (37 per
cent), but also because people realised it was not the right product for them (16 per cent), or the

performance did not live up to their expectations (15 per cent);



personal pensions were disproportionately cashed in because people could not afford to keep up the

payments (27 per cent). Moreover, 18 per cent of people had switched to an employer’s scheme;

insurance/investment bonds were by far the most likely to have been cashed in because people

needed the cash (41 per cent) and because their circumstances had changed (36 per cent).

9.11 Just over one-fifth (21 per cent) of products had been bought through a company representative or
salesman in the consumer’s home. But twice the proportion of lapsed products (41 per cent) were taken
out in this way, suggesting that people might have been pressured into buying products they later could

not afford to keep up.

A further third (28 per cent) of lapsed products had been taken out at the branch; notably, endowment

mortgages accounted for over half of the lapsed products taken out in this way.

Finally, although only 10 per cent of lapsed products were bought through an independent financial

adviser, endowment mortgages and personal pensions accounted for most of these.
Overview of problematic products

9.12 The endowment mortgage stood out as the product that was generally the most problematic, accounting
for the largest proportion of regrets (19 per cent) and lapsed products (32 per cent). It also accounted
for the second highest proportion of complaints (16 per cent). Not too far behind were personal
pensions which accounted for the highest proportion of complaints, the second highest level of regrets,
and the third highest proportion of lapsed products. These findings are particular cause for concern —
not only are endowment mortgages and personal pensions widely held, they also represent two of the

major investments people are likely to make.
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Financially Confidence - Risk averse Find saving Base
literate  Proportion of people who difficult
definitely agreed that:
I feel I've gota
confident clear idea
about making  of the sorts

my own of financial
financial products
cell percentages’ decisions I need
% % % % %
All 45 38 33 52 35 1,122
Age of respondent
21-24 35 36 9 39 47 67
25-34 36 40 27 55 33 247
35-44 44 38 34 52 38 258
45-54 49 36 37 50 33 224
55-64 51 39 39 48 28 146
65+ 49 40 43 57 35 179
Gender
Male 51 42 36 46 34 561
Female 38 34 31 57 32 561
Family type
Single, no children 35 43 29 58 39 75
Single, dependent children 30 50 27 55 50 85
Young couple, no children 46 35 34 46 25 203
Couple, dependent children 45 38 31 55 38 383
Older couple, no children 53 37 42 55 25 209
Older single 42 43 40 47 42 92
Other! 42 29 28 40 44 75
Income
£6,499 or less 27 41 28 54 53 137
£6,500 - £13,499 45 41 31 54 46 168
£13,500 — £24,999 47 38 32 56 28 202
£25,000 or more 57 36 34 43 20 289
Financial wealth
Up to £2,499 33 41 29 58 51 429
£2,500 — £4,999 41 37 33 58 35 70
£5,000 - £9,999 48 35 24 55 20 100
£10,000 - £19,999 57 49 41 50 21 66
£20,000 - £39,999 65 25 34 39 18 92
£40,000 or more 74 38 49 37 11 114
Social grade
AB 61 32 42 44 15 269
C1 44 38 32 49 35 370
C2 43 38 31 61 39 213
DE 30 46 30 56 51 269

Table 1: Behavioural categories contd.
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Financially Confidence - Risk averse Find saving Base
literate Proportion of people who difficult
definitely agreed that:
I feel I've got a
confident clear idea
about making  of the sorts
my own of financial

financial products

cell percentages’ decisions I need

% % % % %
All 45 38 33 52 35 1,122
Financial situation
Better off than 12 months ago 52 41 33 49 26 367
Worse off than 12 months ago 43 36 36 52 45 311
Better off in 12 months time 49 40 32 45 30 391
Worse off in 12 months time 40 41 35 49 47 172
Number of products currently held
None 24 47 25 46 55 92
1-3 products 35 39 29 58 45 456
4—6 products 46 35 36 54 28 370
7 or more products 73 38 43 37 14 204
Length of time investing
No money to invest 28 43 30 60 60 345
Just started to look 33 34 28 47 32 80
Started in last year or two 51 34 26 45 30 142
Around 5 years 40 34 26 45 17 131
5 or more years 60 38 42 49 21 378
Purchasing behaviour
Never purchased 29 48 29 43 56 71
Purchased any product 57 37 35 40 25 363
in last year
Purchased most recent 47 35 33 58 31 423
product 1-5 yrs ago
Purchased most recent 28 43 34 61 47 265
product 5+ yrs ago
Products ever taken out
Savings account 47 38 34 52 32 964
Investment product 59 39 38 43 22 483
Stocks and shares 60 35 38 46 21 501
Life assurance savings product 52 35 35 51 28 379
Life assurance product 48 39 35 53 32 573
Mortgage product 49 37 34 52 27 696
Pension product 52 39 38 48 29 526
Confidence about making own financial decisions
Confident 47 49 37 52 33 870
Not confident 36 0 22 49 39 234

Base: all respondents
'i.e. 36 per cent of people aged 21-24 were confident about making their own decisions, compared with 40 per cent of those over 65.

Table 1: Behavioural categories
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How much do you agree or disagree with the following statements?

I enjoy finding out about new I find it difficult to understand
investments and savings schemes financial leaflets and materials
that I get
% %
Definitely agree 17 21
Tend to agree 27 29
Tend to disagree 32 28
Definitely disagree 19 19
Don’t know 4 4
Total who agree 44 50
Total who disagree 51 47
Base 1,122 1,122

Base: all respondents

Table 2: Component questions of the financial literacy variable (1)

About how often do you read the personal finance

pages of the newspaper? %
Every week, or almost every week 28
Quite often, at least once a month 6
Sometimes, but not every month 12
Hardly ever or never 55
Don’t know *
Base 1,122

Base: all respondents

Table 3: Component questions of the financial literacy variable (2)
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About how often do you read the personal finance
pages of the newspaper?

Every week, or Quite often, Sometimes,  Hardly ever

almost every at least once but not or never
week a month every month
% % % %

How much do you agree or disagree

with the following statements?

I enjoy finding out about new

investments and savings schemes
Definitely agree 35 20 17 8
Tend to agree 33 44 23 24
Tend to disagree 22 23 35 38
Definitely disagree 10 11 19 25
Don’t know 1 3 7 5
Total who agree 68 64 40 32
Total who disagree 32 34 54 63
Base 310 62 135 612

I find it difficult to understand financial

leaflets and materials that I get
Definitely agree 12 8 21 27
Tend to agree 19 34 30 33
Tend to disagree 38 37 29 22
Definitely disagree 29 16 14 15
Don’t know 2 5 7 4
Total who agree 31 42 51 60
Total who disagree 67 53 43 37
Base 310 62 135 612

Base: all respondents

Table 4: How the component statements comprising ‘financial literacy’ relate to one another
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Review Review Review only Never Base
regularly  occasionally when have to review

% % % %
All 33 34 20 12 1,116
Age of respondent
21-24 23 41 24 12 65
25-34 37 32 19 12 247
35-44 29 39 21 11 257
45-54 32 34 25 9 223
55-64 41 33 16 11 146
65+ 35 32 14 19 179
Gender
Male 34 36 19 12 561
Female 33 33 21 13 561
Family type
Single, no children 35 28 22 16 75
Single, dependent children 30 25 17 28 85
Young couple, no children 32 42 22 4 201
Couple, dependent children 34 35 23 9 381
Older couple, no children 42 33 15 10 209
Older single 27 31 14 28 91
Other 26 33 24 18 75
Income
£6,499 or less 27 23 20 30 137
£6,500 — £13,499 32 28 23 17 168
£13,500 — £24,999 37 35 23 5 202
£25,000 or more 39 41 19 2 287
Financial wealth
Up to £2,499 26 31 23 19 426
£2,500 — £4,999 35 37 22 7 69
£5,000 - £9,999 25 47 24 4 100
£10,000 - £19,999 46 26 28 - 66
£20,000 - £39,999 47 30 19 4 92
£40,000 or more 54 38 7 - 114
Social grade
AB 45 37 16 2 269
C1 34 41 18 7 370
C2 29 32 26 13 212
DE 25 24 21 30 266
Financial situation
Better off than 12 months ago 38 34 19 9 364
Worse off than 12 months ago 34 33 17 15 311
Better off in 12 months time 41 32 17 9 388
Worse off in 12 months time 37 32 16 14 172
Behavioural categories
Financially literate 40 36 16 7 497
Risk averse 30 33 23 14 576
Find saving difficult 23 33 25 19 384

Table 5: Frequency of financial reviews contd.
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Review Review Review only Never Base
regularly  occasionally when have to review

% % % %
All 33 34 20 12 1,116
Number of products currently held
None 21 14 14 50 91
1-3 products 24 37 22 16 456
4—6 products 38 36 22 4 369
7 or more products 52 34 14 1 204
Length of time investing
No money to invest 22 26 24 28 342
Just started to look 29 52 12 7 80
Started in last year or two 37 38 19 6 142
Around 5 years 37 33 25 4 130
5 or more years 44 36 17 3 377
Purchasing behaviour
Never purchased 23 1 1 54 70
Purchased any product in last year 45 34 17 4 361
Purchased most recent product 31 38 24 7 422
1-5 years ago
Purchased most recent product 25 34 20 21 264
5+ years ago
Products ever taken out
Savings account 35 36 20 8 960
Investment product 43 36 17 3 481
Stocks and shares 42 35 19 4 500
Life assurance savings product 39 37 19 4 378
Life assurance product 33 37 23 6 569
Mortgage product 36 35 22 6 693
Pension product 39 36 20 5 525
Confidence about making own financial decisions
Confident 35 34 20 12 866
Not confident 29 36 20 14 232

Base: all respondents
*Numbers small

Table 5: Frequency of financial reviews
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Keep a written Do not keep Base

record a written record
% %

All 57 43 977
Age of respondent
21-24 35 65 57
2534 57 43 214
35-44 55 45 230
45-54 60 40 201
55-64 64 36 129
65+ 61 39 144
Gender
Male 57 43 494
Female 57 43 483
Family type
Single, no children 56 44 63
Single, dependent children 46 54 62
Young couple, no children 54 45 189
Couple, dependent children 59 41 347
Older couple, no children 65 35 189
Older single 58 41 65
Other 41 59 61
Income
£6,499 or less 41 59 95
£6,500 - £13,499 52 48 139
£13,500 — £24,999 60 40 191
£25,000 or more 59 41 281
Financial wealth
Up to £2,499 47 53 343
£2,500 - £4,999 58 42 64
£5,000 - £9,999 50 50 96
£10,000 - £19,999 52 48 65
£20,000 - £39,999 64 36 92
£40,000 or more 74 26 114
Social grade
AB 67 33 263
C1 60 40 343
C2 53 47 184
DE 42 58 187
Behavioural categories
Financially literate 64 36 462
Risk averse 57 43 498
Find saving difficult 46 53 311
Number of products currently held
None* 27 73 44
1-3 products 48 52 379
4-6 products 61 39 351
7 or more products 75 25 201

Table 6: Keeping a written record or documentation of financial reviews
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Keep a written Do not keep Base

record a written record
% %

All 57 43 977
Length of time investing
No money to invest 42 58 245
Just started to look 50 50 74
Started in last year or two 61 39 132
Around 5 years 55 45 121
5 or more years 68 32 366
Financial planning
Review regularly with professional help 82 18 82
Review regularly without professional help 66 34 286
Review occasionally with professional help 64 36 98
Review occasionally without professional help 51 49 276
Review when driven 41 59 221

Base: respondents who reviewed their financial situation regularly, occasionally or when driven (see Table 5)
* Number small

Table 6: Keeping a written record or documentation of financial reviews
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All
Age of respondent

21-24
25-34
35-44
45-54
55-64
65+

Gender

Male
Female

Family type

Single, no children

Single, dependent children
Young couple, no children
Couple, dependent children
Older couple, no children
Older single

Other

Income

£6,499 or less
£6,500 — £13,499
£13,500 — £24,999
£25,000 or more

Financial wealth

Up to £2,499
£2,500 — £4,999
£5,000 - £9,999
£10,000 - £19,999
£20,000 - £39,999
£40,000 or more

Social grade

AB
C1
C2
DE

Financial situation

Better off than 12 months ago
Worse off than 12 months ago
Better off in 12 months time
Worse off in 12 months time

Review without Review with
professional  professional

advice advice
% %
68 22
74 21
73 16
68 21
63 26
67 25
62 22
68 22
67 21
67 17
69 14
65 29
72 20
65 26
65 14
63 23
60 16
66 21
69 24
72 25
68 18
65 26
66 29
79 19
72 22
71 28
71 27
68 23
69 22
63 14
68 24
67 20
68 25
65 18

Does not
review'

%
10

11
11
10

16

10
11

17
17

(0]

20
14

24
13

O O N

N
w

8
13
7
18

Base

1,114

66
247
255
221
146
178

558
556

72
85
202
380
208
92
75

134
167
201
288

425
69
100
66
91
114

269
367
212
265

365
309
387
171

1 A smaller proportion of people stated that they did not review their financial situation than stated that they had never reviewed
their financial situation (Table 5). This difference has arisen because the questions were asked differently. People were asked
only whether they usually reviewed their financial situation themselves or with the advice of a professional; ‘does not review’
was only coded if the respondent volunteered that information. People were then asked about the frequency of financial
reviewing and were given a number of options (see Box 5) including ‘I never review my financial situation’.

Table 7: How people review their financial situation
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68

All
Behavioural categories

Financially literate
Risk averse
Find saving difficult

Number of products currently held

None

1-3 products

4—6 products

7 or more products

Length of time investing

No money to invest

Just started to look
Started in last year or two
Around 5 years

5 or more years

Purchasing behaviour

Never purchased

Purchased any product in last year
Purchased most recent product 1-5 years ago
Purchased most recent product 5+ years ago

Products ever taken out

Savings account

Investment product

Stocks and shares

Life assurance savings product
Life assurance product
Mortgage product

Pension product

Review without Review with

professional
advice
%

68

68
66
66

56
69
68
67

64
61
73
73
68

56
70
66
69

68
67
70
66
64
66
67

Confidence about making own financial decisions

Confident
Not confident

Base: all respondents

71
54

Table 7: How people review their financial situation

professional
advice
%

22

26
21
18

14
16
25
31

14
29
20
23
28

12
24
25
15

22
28
25
27
26
26
25

18
34

Does not
review

%
10

13
17

Base

1,114

497
576
384

91
452
367
204

342
79
102
130
377

70
361
419
264

958
481
500
376
568
691
525

866
230




Savings Cash Investment  Life Life Mortgage Pension
account ISA product assurance assurance product product

savings
product
% % % % % % %

Straightforward to open

Definitely agree 44 57 23 34 37 24 28

Tend to agree 31 30 33 40 32 29 30

Neither 8 3 14 8 12 8 10

Tend to disagree 10 6 21 11 13 20 15

Definitely disagree 5 3 6 4 6 16 13

Don’t know 2 1 3 3 1 4 4

Total agree 75 87 56 74 69 53 58

Total disagree 15 9 27 15 19 36 28
Essential to seek guidance

Definitely agree 41 36 36 48 50

Tend to agree 25 28 30 22 26

Neither 8 10 1 6 8

Tend to disagree 17 19 17 13 9

Definitely disagree 8 7 7 8 6

Don’t know 1 1 * 2 1

Total agree 66 64 66 70 76

Total disagree 25 26 24 21 15
Understanding charges difficult

Definitely agree 21 21 23

Tend to agree 32 30 28

Neither 1 13 16

Tend to disagree 19 20 20

Definitely disagree 15 1 12

Don’t know 2 6 1

Total agree 53 51 51

Total disagree 34 31 32
Always look at expected return

Definitely agree 67 65

Tend to agree 22 23

Neither 4 7

Tend to disagree 4 4

Definitely disagree 2 1

Don’t know 1 1

Total agree 89 88

Total disagree 6 5

Essential to seek guidance

Definitely agree
Tend to agree
Neither

Tend to disagree
Definitely disagree
Don’t know

Total agree

Total disagree

Understanding charges difficult

Definitely agree
Tend to agree
Neither

Tend to disagree
Definitely disagree
Don’t know

Total agree

Total disagree

Base 954 273 483 379 573 696 526

Base: respondents who have ever held the product
1 Shaded areas indicate that these questions were not asked of particular products

Table 8: Perceptions of specific products®
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Sticking with a ‘big name’  Past performance is a good Company charges are
company is the best way guide to how well invest- irrelevant, it’s
to guarantee good returns  ments will do in the future  performance that counts

Agree Disagree Don’t Agree Disagree Don’t Agree Disagree Don't  Base

know know know

% % % % % % % % %
All 47 50 3 52 43 5 37 57 6 1,122
Age of respondent
21-24 50 45 5 52 39 8 31 58 12 67
25—34 39 60 2 46 48 6 30 65 5 247
35—44 38 58 4 54 43 3 36 59 5 258
45-54 50 47 3 53 43 4 37 59 4 224
55—-64 51 47 3 52 43 5 49 47 5 146
65+ 60 35 4 58 32 10 43 43 14 179
Income
£6,499 or less 53 40 7 53 36 13 31 52 17 137
£6,500 — £13,499 48 48 3 58 37 4 41 53 5 168
£13,500 — £24,999 46 51 2 54 44 3 37 60 3 202
£25,000 or more 38 60 2 49 49 1 B5 62 3 289
Financial wealth
Up to £2,499 43 53 4 52 41 6 34 59 7 429
£2,500 — £4,999 61 34 5 56 37 7 38 53 9 70
£5,000 — £9,999 47 51 2 53 44 3 37 59 4 100
£10,000 — £19,999 37 59 3 61 39 - 44 56 * 66
£20,000 — £39,999 42 57 2 52 45 2 29 67 4 92
£40,000 or more 44 54 2 52 47 1 56 42 3 114
Number of products currently held
None 44 46 10 43 41 16 26 53 20 92
1-3 products 50 45 5 52 39 8 35 55 9 456
4—6 products 47 51 1 58 40 2 39 58 3 370
7 or more products 38 61 1 48 52 1 44 54 2 204
Behavioural categories
Financially literate 44 54 3 55 41 4 40 55 4 499
Risk averse 51 46 3 55 40 5 39 55 6 580
Find saving difficult 50 44 6 54 40 6 36 515 9 388

Table 9: Factors that influence purchase decisions contd.
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The financial market is so  The best time to invest in a
competitive, there is little pension is your 40s
difference between the
charges and costs of
different companies

Agree Disagree Don't know Agree Disagree Don’t know Base

% % % % % %
All 39 52 9 14 81 5 1,122
Age of respondent
21-24 35 48 17 15 75 10 67
25-34 39 55 6 9 88 3 247
35-44 44 49 7 13 84 3 258
45-54 29 61 10 8 90 3 224
55-64 45 47 7 15 78 7 146
65+ 39 46 16 28 59 12 179
Income
£6,499 or less 40 39 20 30 62 8 137
£6,500 — £13,499 38 50 12 12 83 6 168
£13,500 — £24,999 50 46 4 9 89 2 202
£25,000 or more 30 64 6 7 92 1 289
Financial wealth
Up to £2,499 41 49 10 14 81 4 429
£2,500 — £4,999 43 45 12 9 84 8 70
£5,000 - £9,999 43 49 7 17 82 1 100
£10,000 - £19,999 41 54 4 18 81 - 66
£20,000 - £39,999 29 66 5 5 91 5 92
£40,000 or more 30 60 10 5 91 3 114
Number of products currently held
None 37 41 22 28 59 14 92
1-3 products 42 45 12 18 73 8 456
4—6 products 38 57 5 9 90 1 370
7 or more products 32 64 4 7 92 1 204
Behavioural categories
Financially literate 36 59 6 13 83 4 499
Risk averse 42 48 10 16 80 5 580
Find saving difficult 42 47 1 17 77 6 388

Base: all respondents

Table 9: Factors that influence purchase decisions
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Do you know of any official bodies or watchdogs that
regulate the activities of people and companies which sell
financial products?

Yes No Don’t know Base
% % %
All 31 67 2 1,122
Age of respondent
21-24 9 90 1 67
2534 30 68 2 247
35-44 34 61 4 258
45-54 38 61 1 224
55-64 30 69 2 146
65+ 27 72 1 179
Gender
Male 37 61 2 561
Female 24 73 2 561
Income
£6,499 or less 13 86 1 137
£6,500 — £13,499 24 73 3 168
£13,500 — £24,999 28 70 2 202
£25,000 or more 51 47 2 289
Financial wealth
Up to £2,499 21 76 3 429
£2,500 - £4,999 34 63 3 70
£5,000 - £9,999 29 69 2 100
£10,000 - £19,999 53 47 * 60
£20,000 - £39,999 48 50 2 92
£40,000 or more 52 46 2 114
Social grade
AB 53 47 1 269
C1 32 65 3 370
C2 21 76 4 213
DE 14 84 2 269
Number of products currently held
None 12 86 2 92
1-3 products 22 75 3 456
4—6 products 34 64 2 370
7 or more products 53 45 2 204
Behavioural categories
Financially literate 44 54 2 499
Risk averse 25 73 2 580
Find saving difficult 19 79 2 388

Base: all respondents

Table 10: Knowledge of regulatory bodies
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The FSA offers the investor some protection against loss if ...

... the investment goes down ... a company that was not ... a company authorised
in value when the stock market authorised to operate went by the FSA stole your

falls (Correct answer: False) bust while holding your money through fraud
money (Correct answer: False) (Correct answer: True)
% % %
True 8 21 55
False 63 43 13
Don’t know 29 36 32
Base 1,122 1,122 1,122

Base: all respondents

Table 11: Knowledge of the regulatory powers of the FSA

Ever held Currently hold What proportion of Most recently
those who have ever  purchased type

had this type of of product
product still have
it now?

cell percentages® % % % %
Savings account® 86 81 94 36
Investment product 43 34 79 13
Stocks and shares 45 32 71 9
Life assurance savings 34 21 62 4
product

Life assurance product 51 42 82 7
Mortgage product 62 45 73 15
Pension product 47 40 85 7

Base: all respondents (1,122)
1 i.e. 86% of people had ever had a savings account, compared with 34% who had a life assurance savings product

Table 12: Product-holding past and present
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Number of products None 1-3 4-6 7 or more Base

% % % %
All 8 41 33 18 1,122
Age of respondent
21-24 31 49 16 3 67
25-34 9 44 33 15 247
35-44 7 39 34 19 258
45-54 3 33 42 22 224
55-64 3 34 34 29 146
65+ 9 50 26 15 179
Gender
Male 9 39 32 20 561
Female 7 43 34 16 561
Family type
Single, no children 13 45 31 11 75
Single, dependent children 19 62 18 1 85
Young couple, no children 2 35 43 19 203
Couple, dependent children 7 34 37 22 383
Older couple, no children 4 37 36 23 209
Older single 13 54 18 14 92
Income
£6,499 or less 26 57 15 2 137
£6,500 - £13,499 13 51 27 10 168
£13,500 - £24,999 3 35 45 17 202
£25,000 or more 1 24 42 34 289
Financial wealth
Up to £2,499 14 58 23 5 429
£2,500 - £4,999 3 40 46 11 70
£5,000 - £9,999 1 28 48 23 100
£10,000 - £19,999 0 30 35 35 66
£20,000 - £39,999 0 13 50 37 92
£40,000 or more 0 14 42 44 114
Social grade
AB 0 17 49 33 269
C1 3 41 35 20 370
C2 8 44 33 15 213
DE 23 60 14 2 269
Financial situation
Better off than 12 months ago 7 38 33 23 367
Worse off than 12 months ago 8 45 33 14 311
Better off in 12 months time 7 42 29 22 391
Worse off in 12 months time 9 40 30 22 172
Behavioural categories
Financially literate 4 32 35 29 499
Risk averse 7 45 34 13 580
Find saving difficult 13 53 27 7 388

Table 13: Numbers of products currently held contd.
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Number of products None 1-3 4-6 7 or more Base

% % % %
All 8 41 33 18 1,122
Length of time investing
No money to invest 21 61 16 2 345
Just started to look 9 69 20 3 80
Started in last year or two 4 38 42 15 142
Around 5 years 0 31 45 24 131
5 or more years 1 20 43 37 378
Purchasing behaviour
Purchased any product in last year 1 23 42 34 363
Purchased most recent product 2 39 42 17 423
1-5 years ago
Purchased most recent product 6 75 14 4 265

5+ years ago
Confidence about making own financial decisions

Confident 8 40 33 19 870
Not confident 10 41 32 17 234

Base: all respondents

Table 13: Numbers pf products currently held
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76

Age of respondent

21-24
25-34
35-44
45-54
55-64
65+

Family type

Single, no children

Single, dependent children
Young couple, no children
Couple, dependent children
Older couple, no children
Older single

Tenure

Own home outright

Own home with a mortgage

Rent from private landlord

Rent from registered social landlord
Live with parents

Some other arrangement

Income

£6,499 or less
£6,500 - £13,499
£13,500 - £24,999
£25,000 or more

Employment status

Full-time work (more than 30 hours/week)
Part-time work

Self-employed

Unemployed

Looking after home

Fully retired

Full-time student

Other

Social grade

AB
C1
C2
DE

Behavioural categories*

Financially literate
Risk averse
Find saving difficult

Base

Base: all respondents
*Cell percentages

Total sample
%

22
23
20
12
16

18
34
19

26
46

19

17
21
25

N =N
-l-\l'\)|_\000‘lU'l_,_\o

33
19
24

45
52
35

1,122

Purchased in last year Never purchased

% %
16 20
27 22
26 23
17 10
13 4
12 22
6 11
7 13
22 8
38 29
16 13
6 10
26 17
57 4
5 12
10 60
1 5
1 3
5 60
15 28
25 6
53 4
48 18
13 11
7 2
2 31
6 7
21 24
1 0
3 7
39 3
37 11
15 19
8 67
57 29
40 43
25 56
363 71

Table 14: Characteristics of recent purchasers and non-purchasers




Savings account

Savings account with bank or building society
Cash ISA

TESSA

Investment product

PEP

Equity ISA

Unit trust

Investment trust

Insurance/investment bond

OEIC

Stocks and shares from windfalls or privatisations
Other stocks and shares

Life assurance savings product

Ten-year savings plan
Endowment policy not linked to a mortgage

Life assurance product

‘Whole of life” life assurance
Term life assurance

Mortgage product

Endowment mortgage
Other interest-only mortgage
Repayment mortgage

Pension product

Personal pension
FSAVC/pension transfer plan

Base: all respondents (1,122)

Table 15: Types of products currently held

%

79
21
14

16
10
12
17

23
20

13
12

28
27

28

20

Consumer Panel Annual Survey Report 2000
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Savings Investment Stocks Life Life Mortgage Pension Base
account  product and  assurance assurance product product
shares savings  product

product
cell percentages® % % % % % % %
All 82 35 32 21 42 45 40 1,122
Age of respondent
21-24 62 13 12 1 11 20 5 67
25-34 84 29 26 18 44 51 43 247
35—44 80 26 30 26 53 68 45 258
45-54 85 39 37 24 49 55 49 224
55-64 86 53 40 29 43 33 44 146
65+ 78 40 38 15 27 8 25 179
Gender
Male 78 37 35 19 41 43 43 561
Female 85 31 29 23 44 46 36 561
Family type
Single, no children 80 25 30 8 34 44 35 75
Single, dependent children 73 17 8 12 34 22 15 85
Young couple, no children 89 35 37 22 47 61 47 203
Couple, dependent children 82 32 31 27 53 65 49 383
Older couple, no children 84 53 44 22 36 22 36 209
Older single 77 33 27 16 30 10 30 92
Income
£6,499 or less 65 13 1 1 26 20 18 137
£6,500 — £13,499 75 29 26 10 34 28 31 168
£13,500 - £24,999 86 38 37 25 48 58 41 202
£25,000 or more 91 47 49 31 58 66 53 289
Financial wealth
Up to £2,499 71 13 13 11 36 40 30 429
£2,500 - £4,999 84 30 19 23 56 58 49 70
£5,000 - £9,999 98 39 43 32 53 58 46 100
£10,000 - £19,999 92 46 45 35 61 60 55 66
£20,000 - £39,999 97 67 71 28 50 51 54 92
£40,000 or more 89 78 71 36 38 41 41 114
Social grade
AB 93 51 58 29 48 60 52 269
C1 88 40 30 23 45 49 45 370
C2 80 30 32 20 46 45 43 213
DE 62 13 8 11 30 22 18 269
Financial situation
Better off than 12 months ago 84 38 36 19 44 45 44 367
Worse off than 12 months ago 77 29 27 19 40 46 39 311
Better off in 12 months time 83 36 34 18 44 45 44 391
Worse off in 12 months time 79 35 32 27 39 43 42 172

Table 16: Types of products currently held, by respondent characteristics
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Savings Investment Stocks Life Life Mortgage Pension Base
account  product and assurance assurance product product
shares  savings product

product
cell percentages’ % % % % % % %
All 82 35 32 21 42 45 40 1,122
Behavioural categories
Financially literate 89 48 46 24 45 46 46 499
Risk averse 81 28 27 21 44 47 37 580
Find saving difficult 73 19 16 17 39 38 34 388
Number of products currently held
1-3 products 79 11 10 7 24 32 21 456
4—6 products 95 45 40 25 61 62 53 370
7 or more products 99 84 81 55 69 62 77 204
Length of time investing
No money to invest 62 6 9 8 30 33 25 345
Just started to look 82 16 15 6 38 42 26 80
Started in last year or two 87 27 26 23 50 55 44 142
Around 5 years 95 49 41 28 53 58 56 131
5 or more years 94 64 57 34 49 47 53 378
Purchasing behaviour
Purchased any product in 94 50 49 30 56 57 52 363
last year
Purchased most recent 90 40 33 24 45 52 43 423
product 1-5 years ago
Purchased most recent 73 14 16 10 30 28 28 265
product 5+ years ago
Confidence about making own financial decisions
Confident 82 35 33 20 42 45 41 870
Not confident 80 32 28 24 43 45 34 234

Base: all respondents
1 i.e. 62% of people aged 21-24 currently had a savings account compared with 86% of people aged 55-64

Table 16: Types of products currently held, by respondent characteristics
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2000 1999

% %
Savings account 19 8
Savings account with bank/building society 7 3
Cash ISA 12 4
Investment product 14 6
Equity ISA 4 2
Unit trust 1 *
Investment trust * *
Insurance/investment bond * 1
OEIC * *
Stocks and shares from windfalls or privatisations 3 1
Other stocks and shares 6 1
Life assurance savings product 1 1
Ten-year savings plan 1 1
Endowment policy not linked to a mortgage * *
Life assurance product 5 2
‘Whole of life” assurance 2 1
Term life assurance 3 1
Mortgage product 8 4
Endowment mortgage 2 2
Other interest-only mortgage 2 *
Repayment mortgage 4 2
Pension product 2 2
Personal pension 2 1

FSAVC/pension transfer plan
Base 1,122 1,252

Base: all respondents
*Less than 1%
e.g. 12% of people in the 2000 survey had bought a cash ISA in the past 12 months, compared with 4% in the 1999 survey

Table 17: Products bought in the last 12 months
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All FSA- Investment Life assurance Life assurance Endowment Pension

regulated product savings product mortgages* product*
products product*

% % % % % %
Type of information
Information sent, unrequested 9 9 13 6 9 10
Information sent, requested 15 17 10 1 13 16
Information picked up in branch 14 14 14 1 25 12
Best-buy tables 1 18 3 4 7 6
Specialist magazines 9 15 3 4 5
Financial adviser 48 40 46 58 67 43
Advice of friends/relatives 14 12 16 13 22 15
Newspaper articles 11 19 4 3 6 6
Newspaper adverts 6 8 5 4 5 2
Television adverts 2 1 3 2 2 4
Television programmes 2 3 6 1 2 0
The Internet 7 8 3 7 6 5
Radio programmes 1 1 0 0 0 1
Radio adverts * * 0 0 0 0
Other 5 3 3 8 2 16
Not stated/don’t know 3 1 4 0 1 6
Number of sources used
None 1 0 6 2 0 2
One 70 66 68 72 69 79
Two 15 14 16 16 18 8
Three 7 8 5 9 5 6
Four 4 7 5 1 2 0
Five 1 1 0 0 1 0
Six or more 2 3 0 0 5 5
How many companies did you get information from?
One 38 37 61 44 30 30
Two 11 10 9 13 11 9
Three 14 15 10 15 13 19
Four 6 7 6 2 5 5
Five 4 6 0 4 5 2
More than five 10 11 2 6 15 6
My adviser got all the quotes for me 13 10 10 15 21 23
Not applicable/don’t know 4 3 4 1 0 8
How took out product?
Through the post/response 18 25 24 13 3 12
to mailshot
Via Internet/digital TV 2 3 1 1 0 3
By telephone 11 11 4 18 4 11
At branch or office of provider/ 34 33 16 35 51 31
adviser/salesperson
Face-to-face with salesman 26 20 45 27 32 27
at home
Not stated/Don‘t know 10 8 11 7 10 15
Base 367 165 35 85 45 37

Base: individual products taken out within last 12 months
*Numbers small

Table 18: Sources of information used, by product (merged 1999/2000 data)
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Product group Most common source Second most common source Most influential source

All FSA-regulated Financial adviser Information picked up Financial adviser
products at branch

Investment products Financial adviser Newspaper articles Financial adviser
Life assurance Financial adviser Friends/relatives Friends/relatives
savings products

Other life assurance Financial adviser Friends/relatives Financial adviser
products

Endowment Financial adviser Information picked up Financial adviser
mortgages at branch

Pensions Financial adviser Information sent, requested Friends/relatives

Table 19: Most influential source of information used, by product group (merged 1999/2000 data)

All FSA- Investment Life assurance Life assurance Endowment Pension

regulated  product savings product mortgages* product*
products product*
% % % % % %

Received advice face-to-face 26 20 45 27 32 27
at home
Received advice face-to-face 37 37 17 41 47 38
not at home
Received advice over the 7 7 0 9 2 14
phone
No advice received 30 36 37 24 20 22
Base 367 165 35 85 45 37

Base: all products bought following advice
*Numbers small

Table 20: How financial advice was provided prior to purchasing (merged 1999/2000 data)

Salesperson Salesperson Adviser Independent  Broker Estate agent Accountant/

in the home at a branch at a bank/ financial adviser solicitor
building
society
% % % % % % %
Used for the first time 35 44 46 36 37 85 31
Used before 65 56 54 64 63 15 69
Base 765 264 1,375 847 195 55 99

Base: all purchases ever made through an adviser

Table 21: Source of advice used, by whether that source had been used previously
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Total sample Contact with adviser in last 12 months

Sought and Sought advice None
bought but not bought

% % % %
All 100 18 18 64
Age of respondent
21-24 6 7 3 6
25-34 22 30 21 20
35-44 23 23 25 23
45-54 20 14 27 20
55-64 13 15 16 11
65+ 16 11 7 20
Gender
Male 50 53 60 47
Female 50 47 40 53
Family type
Single, no children 7 8 6 6
Single, dependent children 8 7 7 8
Young couple, no children 18 21 24 16
Couple, dependent children 34 35 35 34
Older couple, no children 19 16 17 20
Older single 8 6 5 10
Other 7 6 6 7
Tenure
Own home outright 26 25 28 26
Own home with a mortgage 46 60 51 41
Rent from private landlord 6 4 9 6
Rent from registered social landlord 19 9 12 24
Live with parents 1 1 * 1
Some other arrangement 1 1 0 1
Income
£6,499 or less 17 5 8 23
£6,500 — £13,499 21 17 18 23
£13,500 - £24,999 25 30 28 23
£25,000 or more 36 49 46 30
Employment status
Full-time work (more than 30 hours/week) 40 52 54 33
Part-time work 14 9 13 16
Self-employed 5 7 5 5
Unemployed 6 3 3 8
Looking after home 8 6 5 9
Fully retired 21 17 17 24
Full-time student 2 2 1 2
Other 4 3 2 4
Social grade
AB 24 35 30 19
C1 33 42 36 30
C2 19 16 21 19
DE 24 9 13 31
Behavioural categories
Financially literate 45 53 54 40
Risk averse 52 45 45 55
Find saving difficult 35 29 26 39
Base 1,122 199 202 721

Base: all respondents

Table 22: Characteristics of advice-seekers and non advice-seekers
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No. of advisers consulted

One

Two

Three

Four or more
Base

Sought advice in last
12 months and bought product
%

64
23
10
3

182

Base: respondents who had sought advice in the last year

Sought advice in last 12 months
but did not buy
%

72
21

Table 23: How many advisers did financial consumers consult in the last 12 months?
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Level of  Explanation Pressure Commission/ Trust Hidden Value for

commission to buy  best for you charges money
All product-holders 4.0 5.0 5.0 4.5 4.6 4.6 4.9
Advice-seeking behaviour
Bought product through 4.6 5.6 5.6 5.2 5.3 5.2 5.4
adviser in past 12 months
Experience of talking 4.1 5.0 5.1 4.5 4.7 4.6 5.0
to advisers
No experience of talking 3.3 4.2 4.0 3.5 3.6 3.9 4.1
to advisers
Age of respondent
21-24 3.7 5.4 5.0 4.6 5.0 4.6 5.2
25-34 4.3 5.0 4.9 4.5 4.6 4.6 4.9
35-44 3.7 4.7 4.6 4.3 4.4 4.2 4.7
45-54 4.2 5.2 5.2 4.5 4.6 4.8 5.0
55-64 4.0 5.0 5.5 4.6 4.9 4.7 5.0
65+ 4.1 5.0 5.1 4.5 4.8 4.7 5.0
Gender
Male 4.0 4.9 5.0 4.3 4.5 4.5 4.9
Female 4.1 5.1 5.0 4.7 4.7 4.7 5.0
Family type
Single, no children 3.8 4.9 4.7 4.4 4.6 4.9 5.1
Single, dependent children 3.8 4.8 4.8 4.5 4.7 4.6 4.8
Young couple, no children 4.3 5.2 5.1 4.6 4.7 4.7 4.9
Couple, dependent children 3.9 4.9 4.8 4.4 4.4 4.4 4.9
Older couple, no children 4.1 5.0 5.3 4.6 4.9 4.7 5.1
Older single 3.9 4.9 5.4 4.5 4.5 4.6 4.6
Income
£6,499 or less 3.9 4.9 4.8 4.4 4.7 4.6 4.9
£6,500 — £13,499 4.3 5.1 5.1 4.6 4.6 4.7 4.9
£13,500 — £24,999 4.1 5.1 5.0 4.5 4.8 4.6 5.0
£25,000 or more 4.1 5.1 5.0 4.5 4.6 4.8 4.9
Financial wealth
Up to £2,499 4.0 4.8 4.6 4.2 4.4 4.3 4.8
£2,500 - £4,999 3.8 4.8 4.9 4.4 4.9 4.8 5.0
£5,000 - £9,999 3.9 4.9 4.7 4.4 4.3 4.5 4.6
£10,000 - £19,999 4.1 5.1 5.3 4.2 4.7 4.6 5.0
£20,000 - £39,999 4.0 5.3 5.3 4.9 5.0 5.2 5.1
£40,000 or more 4.5 5.6 5.9 5.1 5.1 4.9 5.4
Social grade
AB 4.2 5.1 5.2 4.7 4.7 4.8 5.1
C1 4.1 5.1 5.1 4.5 4.7 4.7 4.9
C2 3.8 4.7 4.7 4.1 4.2 4.2 4.8
DE 3.9 4.8 4.9 4.4 4.8 4.5 4.9
Financial situation
Better off than 12 months ago 4.1 5.1 5.1 4.6 4.8 4.7 5.0
Worse off than 12 months ago 3.8 4.7 4.9 4.2 4.3 4.5 4.8
Better off in 12 months time 4.3 5.2 5.1 4.6 4.8 4.7 5.0
Worse off in 12 months time 3.8 4.8 4.9 4.3 4.3 4.4 4.8

Table 24: Impressions of advisers — mean scores contd.
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Level of  Explanation Pressure Commission/ Trust Hidden Value for

commission to buy  best for you charges money
All product-holders 4.0 5.0 5.0 4.5 4.6 4.6 4.9
Behavioural categories
Financially literate 4.1 5.1 5.1 4.5 4.6 4.8 5.0
Risk averse 4.0 5.0 4.9 4.5 4.6 4.5 4.9
Find saving difficult 4.0 4.7 4.8 4.3 4.5 4.5 4.8
Number of products held
1-3 3.9 4.7 4.7 4.2 4.5 4.3 4.7
4-6 4.0 5.1 5.1 4.6 4.6 4.7 5.0
7 or more 4.3 5.3 5.4 4.8 4.8 5.0 5.2
Length of time investing
No money to invest 3.8 4.5 4.6 4.2 4.2 4.3 4.5
Just started to look 4.2 5.2 4.9 4.5 4.8 4.8 4.9
Started in last year or two 4.2 5.2 4.9 4.6 4.7 4.6 4.9
Around 5 years 4.0 5.0 5.1 4.5 4.5 4.5 4.9
5 or more years 4.2 5.2 5.3 4.7 4.8 4.8 5.2
Purchasing behaviour
Purchased any product in 4.3 5.2 5.2 4.8 4.8 4.9 5.0
last year
Purchased most recent 3.9 5.0 5.0 4.4 4.6 4.6 5.0
product 1-5 years ago
Purchased most recent 3.9 4.7 4.7 4.2 4.3 4.1 4.6
product 5+ years ago
Reviewing financial situation
Regularly with professional help 4.9 6.1 6.0 5.4 5.5 5.8 5.6
Regularly by self 3.9 4.8 4.8 4.2 4.5 4.6 4.9
Occasionally with professional 4.9 5.5 5.5 4.9 5.1 5.1 5.5
help
Occasionally by self 3.8 4.8 4.8 4.4 4.4 4.4 4.7
Only when driven 4.1 5.0 5.1 4.5 4.5 4.3 4.9
Never 3.7 4.5 4.8 4.3 4.4 4.2 4.6

Base: all product-holders except those with savings accounts and shares
Respondents were shown a series of paired statements (see Box 8) and asked to provide a score for each, ranging from
1 (lowest) to 7 (highest). The figures in this table represent the mean score for each pair of statements

Table 24: Impressions of advisers-mean scores
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Regretted in past Complained in past

5 years 5 years
Yes No Yes No Base
% % % %
All 14 86 13 87 1,122
Age of respondent
21-24 16 84 4 96 67
25-34 20 80 15 85 247
35-44 14 87 20 80 258
45-54 17 83 12 88 224
55-64 11 89 10 90 146
65+ 9 91 9 91 179
Gender
Male 16 83 14 86 561
Female 13 85 12 88 561
Family type
Single, no children 15 85 15 85 75
Single, dependent children 21 78 13 87 85
Young couple, no children 18 81 11 89 203
Couple, dependent children 16 81 18 82 383
Older couple, no children 11 88 10 89 209
Older single 8 89 6 94 92
Other 7 93 10 90 75
Income
£6,499 or less 9 91 1 99 137
£6,500 - £13,499 13 86 13 87 168
£13,500 - £24,999 13 86 14 86 202
£25,000 or more 20 78 21 79 289
Financial wealth
Up to £2,499 11 88 12 88 429
£2,500 - 4,999 17 79 15 85 70
£5,000 - £9,999 15 85 17 83 100
£10,000 - £19,999 20 80 14 86 66
£20,000 - £39,999 20 77 15 85 92
£40,000 or more 21 79 15 85 114
Social grade
AB 17 83 20 80 269
C1 16 84 14 86 370
C2 14 87 13 87 213
DE 12 88 6 94 269
Number of products currently held
1-3 products 11 88 12 88 456
4—6 products 19 79 15 85 370
7 or more products 19 79 18 82 204
Length of time investing
No money to invest 9 89 8 92 345
Just started to look 14 83 17 82 80
Started in last year or two 14 86 15 85 142
Around 5 years 18 81 13 87 131
5 or more years 18 79 18 82 378
Purchasing behaviour
Purchased any product in last year 19 79 17 83 363
Purchased most recent product 18 80 14 86 423
1-5 years ago
Purchased most recent product 5 94 10 90 265

5+ years ago

Base: all respondents

Table 25: Characteristics of people with regrets and complaints
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Regretted taking  Complained about  Let the products

out the product the product lapse

% % %
Endowment mortgage 19 16 32
Personal pension 9 18 20
Other stocks and shares 9 4 na
Repayment mortgage 8 2 na
TESSA 7 2 na
Ten-year savings plan 7 4 16
Insurance/investment bond 7 4 10
Equity ISA 6 5 na
‘Whole of life” assurance 5 * 25
PEP 5 3 na
Savings account 5 13 na
Term life assurance 3 2 na
Cash ISA 2 * na
Base 162 149 231

Table 26: Regrets, complaints and lapses, by product
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Background and objectives

The FS Consumer Panel (the Panel) Survey 2000 was carried out by BMRB International. In 1996 the
Personal Investment Authority (PIA) Consumer Panel first commissioned a consumer survey to track
consumers’ experiences of the financial services industry. This survey has run each year since and has

developed significantly to meet changing objectives and focuses.

In the 2000 survey, the Panel wished to investigate the financial products people had taken out and
who they sought advice from when then they took these products out. The survey aimed to find out
what the public think about the way in which these products are sold. The survey forms one means by
which the Panel intends to monitor and evaluate the performance of the FSA in its regulation of the

industry in terms of consumer confidence and concerns.

In total 1,122 interviews were carried between 18th September and 15th October 2000 with financial
decision makers aged over 21 in the United Kingdom using Computer — Assisted Personal Interviewing
(CAPI).

Sampling

The sampling method used for this study, as in previous years, was random location sampling. Two
hundred and fifty-six sampling ED points were used, chosen to be representative of the whole country.
Each interviewer was required to select respondents from a small set of homogeneous streets, selected
with probability proportional to population after stratification by their ACORN characteristics and

region.

Quotas were set on characteristics which are known to have a bearing on individuals” probability of
being at home, and so available for interview. These were sex, presence of children, and working status
of women. After completing an interview, interviewers left two houses before attempting the next

interview.

As in previous years two samples were used for this survey. The main sample comprised anyone aged
over 21 jointly or wholly responsible for their household’s finances who had not worked in the financial

industry in the last year. Two hundred sampling points were used for this sample.

The boost sample was comprised of ‘recent purchasers’ who, in addition to the eligibility criteria above,
had bought one of the following products in the last year: personal pension, FSAVC; ten-year savings
plan, endowment mortgage, endowment policy not linked to a mortgage, equity ISA, Unit trust,
investment trust, long-term insurance or investment bond, OEIC, ‘whole of life” life assurance, ‘Term’ life

assurance. Fifty-six sampling points were used for this sample



Fieldwork

Prior to the main fieldwork, pilot interviews were conducted in West London to test the questionnaire

and interview process.

A total of 1,122 face-to-face, in-home, interviews were completed; 1,021 interviews were conducted with
the main sample and a further 101 amongst the boost sample. In total 245 recent purchasers were
interviewed. Table C1 below shows the number of interviews achieved and the proportion of recent

purchasers within the main sample and total sample

Main sample (all adults) 1,021

Recent purchasers* 144 14%
Non-recent purchasers 877 86%
Boost sample 101

Recent purchasers* 101 100%
Combined main and boost sample 1,122

Recent purchasers* 245

Non-recent purchasers 877

*Recent purchasers are defined above

Table C1: Main and boost interviews achieved

Questionnaire

The questionnaire was largely based on the questionnaire used in previous years, to ensure that many
of the questions could be tracked over time. Amendments were made and new questions developed by
BMRB in consultation with the Panel.

CAPI technology was used. For the majority of questions the respondent read the answer list from the
screen and the interviewer entered the respondent’s answer using the keyboard. For unprompted

questions, the interviewer turned the screen away from the respondent.

Show cards were used when a long list appeared to ensure that the respondent saw every available

answer. Shuffle packs and sort boards were also used in this questionnaire.

The average length of the questionnaire was 32 minutes amongst the main sample and 35 minutes with

the boost sample.
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Weighting

Where the main and the boost samples have been combined, the boost sample has been down weighted
in order to avoid over-representativeness among the general sample. The complete sample has then
been weighted using target ‘rim” weights for social grade, standard region, age and sex to be

representative of the UK population aged 21 and over.

Where the recent purchasers have been analysed separately, they retain the weights as in the combined

sample. This will ensure data for recent purchasers are consistent throughout the survey.
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