

  sustainability-12-08255




sustainability-12-08255







Sustainability 2020, 12(19), 8255; doi:10.3390/su12198255




Article



The Perception and Knowledge of Financial Risk of the Portuguese



Fernando Tavares 1[image: Orcid], Eulália Santos 2[image: Orcid], Vasco Tavares 3[image: Orcid] and Vanessa Ratten 4,*





1



ISCET—Instituto Superior de Ciências Empresariais e do Turismo, 4050-180 Porto, Portugal






2



Escola Superior de Tecnologia e Gestão do Instituto Politécnico de Leiria, 2411-901 Leiria, Portugal






3



Departamento de Matemática, Faculdade de Ciências da Universidade do Porto, 4169-007 Porto, Portugal






4



Department of Management, Sport and Tourism, La Trobe University, Melbourne 3086, Australia









*



Correspondence: V.Ratten@latrobe.edu.au







Received: 16 September 2020 / Accepted: 5 October 2020 / Published: 7 October 2020



Abstract

:

This study will help academics, researchers, and professionals to better understand how the Portuguese population perceives financial risk. Thus, the main objective of this study is to analyse and compare the perception and knowledge of financial risk by the Portuguese. The methodology used is quantitative, and the measurement instrument consists of three parts: financial risk perception, financial risk knowledge and sociodemographic characterization of the participants. The sample is composed of 830 Portuguese individuals, over 18 years old. The results demonstrate that financial risk perception is a one-dimensional measurement and that there are low levels of both perception and knowledge of financial risk. It can also be concluded that the Portuguese individuals have a higher level of financial risk perception, when compared to financial risk knowledge, and it is men who have higher levels of perception and knowledge of financial risk. Thus, this study contributes to the literature on financial risk by presenting empirical evidence and relevant conclusions, and it is therefore expected that it will help to improve the perception and knowledge of the financial risk of the Portuguese and, consequently, their financial decisions and financial well-being. Therefore, the study fills a gap, since there are no studies in Portugal that assess the perception and knowledge of financial risk of the Portuguese.
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1. Introduction


An individual’s life is impacted by their level of financial risk and willingness to engage in financial risk-taking activities. Perception of risk influences an individual‘s investment decision, even when decision makers present high levels of financial literacy and knowledge. Only investors with high levels of risk perception and tolerance and solid financial knowledge make good investment decisions. This means that, increasingly, the management of risk is becoming a necessity of a sustainable economy. This is due to sustainability issues related to economic and market environments being analysed from a risk perspective. This means more financial reporting regarding sustainability is incorporating financial risk analysis tools. In a report on the financial literacy of the Portuguese, the Bank of Portugal [1] refers that, about perception:




	
Knowledge of the securities market rises with the increase in education level;



	
Respondents do not always have a good perception of their financial knowledge, regarding banking products;



	
The respondents’ perception of the different financial applications’ risk suggests unfamiliarity with the operation and characteristics of these products;



	
The interviewees’ perception of their own financial knowledge does not match their results of the questions of the knowledge of investment products;



	
The interviewees’ perception of their own financial knowledge does not match their actual knowledge of the products;



	
Perception of the most common financial products is good (demand deposits and insurances), which reveals a greater involvement with the financial system.








Therefore, it is observed that, although the interviewees have a reasonable perception of financial products, the same cannot be said about the perception of risk. Furthermore, that reasonable perception of financial products does not match their effective knowledge. On the other hand, [2] concluded that financial literacy impacts financial behaviour and perception of financial knowledge. This means that learning about financial behaviour helps people to improve their financial condition.



According to the National Institute of Statistics [3], life expectancy at birth in Portugal, in the period 2016–2018, was estimated at 80.80 years, while it is 77.78 years for males and 83.43 years for females. In a single decade, an increase of 2.06 years was verified (2.29 years for males and 1.62 years for females). Portugal is one of the countries with projections of having an increase in female longevity: by 2030, the probability of average life expectancy reaching 90 years is greater than 50% [4]. This will have major implications on the areas of health, social aid and retirement, and will demand political measures to help healthy aging, as well as the reformulation of financial education policies.



The Bank of Portugal [1] presents a study where it is mentioned that a discrepancy between perception of financial knowledge and risks and effective knowledge on those items exists. Also, financial literacy impacts the financial behaviour [2]. The goal of this investigation was based on these studies. Accordingly, the objective is centered on analysing and comparing perception and knowledge of financial risk of the Portuguese. In order to achieve the proposed objective, in addition to the present introduction, this paper presents the literature review next. In the literature review, the focus is on studies on financial knowledge, perception and risk. The third point of this investigation presents the used methodology—a quantitative methodology, using a structured sample. The fourth point presents the results of the exploratory and confirmatory factor analysis, the descriptive analysis of risk perception and its discussion. Lastly, in the final point, conclusions are presented.




2. Literature Review


Risk may be categorized into two classes: objective and subjective [5]. Objective risk is associated with random physical systems (such as playing roulette, rolling a dice or flipping a coin). Subjective risk is different depending on the person’s past experience, attitude towards risk, knowledge and mastery of one’s own risk management factors. However, in [6], a theory was developed which states that, for a rational decision maker, an uncertain event has possible outcomes with different probabilities, while each one of those results has an utility associated with it. Choices can be characterized in three ways: according to what the individual believes to be a subjective probability, about each result and subjective level of the expected utility, or simply expected value, subjectively evaluating utility.



Some important subjective choices which decision makers must make are related to risk, according to [7]. For these authors, for instance, average life expectancy for males and females conveys factors of subjective analysis of health and retirement plans. In [8], it is stated that risk is a function of profits and losses and results from both. However, the human perception of risk is frequently associated with loss. Risk factor is associated with subjectivity, since [9] point out that it is influenced by many factors, including cognitive and emotional ones. There is an emotional dimension to risk perception. It is shown in [10] that single males take more risks than married males. On the testimony of the research from [11] about Australian college students, gender is not a significant factor in financial literacy and risk taking. Moreover, [12,13] affirm that there is no connection between gender and financial literacy. However, according to [14], females have lower financial knowledge than males. It was observed in [8] that there is no link between personality traits and the choice of investment; on the contrary, risk perception and the level of financial knowledge impact people’s investment preferences.



The effect of financial literacy, knowledge on financing decisions and the moderating role of risk perception was examined in [15]. In the words of the authors, the process of taking good investment decisions is good when investors are familiar with the various factors which may impact those investment decisions. They have concluded that investors with a high level of risk perception or risk tolerance and solid financial literacy and knowledge would make good investment decisions. Thus, in [15], it is recommended that investors make sure they possess solid knowledge about investment, financial literacy and the risk factors of the market and the economic system in which they are engaged. For [16], generally speaking, individuals who present better financial literacy exhibit greater concerns about long-term savings and financial planning and goals for 1–2 years.



A significant correlation between financial literacy, financial knowledge and investment decision was also found in [14]. Financial literacy affects one’s ability to use money or finances. For [14], the correlation between financial literacy and investment decisions is significant. In [14], a significant moderating effect on risk perception about the relations of financial literacy, financial knowledge and investment decisions was identified. Risk perception is a factor which may impact the whole investment decision, even when financial literacy and knowledge are present. This factor may affect low-income investors the most, since they will be more frightened to lose money.



For [14], the individual perception of risk is clearly related with the investment decision. Risk is the main financial factor, hence investors present different types of behaviour towards risk. Risk perception is different, which leads to some investors to take risky positions, even when they are risk averse. There is a gap in studies on gender in risk-taking, as it is referred in [17]. These authors observed that the gap is of great economic importance: if females are less willing to make risky financial investments, it is expected that they accumulate less wealth over time. Combining lower income from work and a longer working life, they are expected to be more vulnerable to poverty in their old age. In their study, [17] concluded that, in order to shorten the gender gap in investment patterns, it seems to be important to increase financial literacy and risk tolerance among females.



Furthermore, risk perception impacts risk tolerance [18]. This study examined tolerance and risk perception in the individual decision of allocating risky assets with other variables in the context of financial advisory. The authors concluded that both tolerance and risk perception must be considered during the advisory process, so that financial advisors may offer adequate advice to their clients. It is recommendable that financial advisors seek to understand if there are any misadjustments between tolerance and risk perception, which may lead to an inadequate investment decision.



Table 1 presents a summary of the most pertinent topics on perception and knowledge of financial risk.



Based on the defined objectives and the literature review carried out in the present study, the following investigation hypotheses have been formulated, which will be tested in the empirical part:



Hypothesis 1.

There are differences between the perception of financial risk and the knowledge of financial risk.





Hypothesis 2.

There are differences between males and females regarding the perception of financial risk and the knowledge of financial risk.






3. Methodology


3.1. Population and Sample


In this study, the target population is Portugal is over 18 years old. To collect data, the method of non-random sampling by convenience was utilized, due to the associated low sample cost and the ease of access to the sample elements. Table 2 demonstrates the socio-demographic characterization of the participants. The sample is composed of 830 individuals of ages between 18 and 71 years, with an average of 37 years (SD = 12.04). The individuals are predominantly males (59.3%) and the majority of the sample consists of individuals who are single, separated, divorced or widowed (50.4%). The bulk of the sample is composed of people who possess higher academic qualifications (75.4%), specifically in the areas of Economics, Management, Finance, Accounting or similar areas (56.7%), with annual gross income between 10,001.00€ and 20,000.00€ (29.9%).




3.2. Data Collecting Methods


The utilized methodology is quantitative, and it is based on a questionnaire survey which consists of three parts: the first one evaluates the perception of financial risk, the second one analyses the knowledge of financial risk and the third one characterizes the socio-demographic profile of the respondents (gender, marital status, age, education level, training area and annual gross income of the household).



The perception of financial risk of the individuals is evaluated using 5 items (Table 3). These items were adapted from the questionnaire, which was presented in the works [19] and [20]. The items that assess the perception of financial risk were measured on a 5-point Likert scale (1—Not willing to, to 5—Very willing to).



To assess the levels of knowledge of financial risk, according to the literature review, 4 multiple choice questions were utilized, where each question has a single correct option which can be found in bold. These questions are presented in Table 4.




3.3. Procedures


The questionnaires were applied to Portuguese people over 18 years of age, between March and April 2019. These were presented to the participants alongside a short introductory summary, which defined the objectives of the study and ensured the anonymity and confidentiality of the provided information. In order to carry out the data treatment, the software IBM SPSS Statistics 25 was utilized, as well as the techniques of descriptive statistics to describe the sample and to make the descriptive analysis of the variables that characterize the perception of financial risk and the knowledge of financial risk.



Following indications from [21] and [22], before performing the factorial validation of the model, the distribution of the items and missing cases must be verified, and outliers must be identified. The sensitivity of the items was evaluated using the skewness (|Sk| ≤ 3) and kurtosis (|Ku| ≤ 7) coefficients. The factorial validity of the model was assessed using the techniques of exploratory and confirmatory factor analyses. In order to verify the suitability of the application of the exploratory factor analysis (EFA) to the study sample, the sample suitability index of KMO (Kaiser–Meyer–Olkin) and the Bartlett’s test of sphericity (p < 0.05) [23] were utilized. KMO values greater than 0.9 reveal that the sample is very well suited.



In the exploratory factor analysis (EFA), in order to extract the values, the main components method was utilized (factor loads with values over 0.50 are considered to be satisfactory), followed by a varimax rotation. In order to measure the minimum number of factors to retain, the Kaiser criterion (eigenvalues greater than 1) was utilized.



In the confirmatory factor analysis (CFA), the suitability of the structure which emerged from the EFA was tested. In the CFA, the maximum similarity method of estimation was used, and for the sake of obtaining a good fit of the model, the following fit quality indices were applied: the quotient of Chi-Square Statistic and the degrees of freedom (   χ 2  / d f  ) less than 3; GFI (Goodness of Fit Index) and CFI (Comparative Fit Index) greater than 0.9; RMSEA (Root Mean Square Error of Approximation) less than or equal to 0.05 [21,22]. The reliability was assessed with Cronbach’s alpha [24] and with composite reliability [25]. Both measurements must present values greater than 0.7 in order to be considered as acceptable.



Convergent validity was estimated by the value of AVE (Average Variance Extracted), which according to [26], must present values greater than 0.5 so that it indicates adequate convergent validity. With the objective of comparing perception and knowledge of financial risk, the paired samples Student’s t-test was used; additionally, to study the existence of differences between males and females regarding perception and knowledge of financial risk, the independent samples Student’s t-test was utilized [27]. In order to calculate the effect size of the groups averages’ difference, in the Student’s t-test, Cohen’s eta squared was used, which represents the proportion of the variation of the dependent variable that is explained by the independent variable. According to [28], Cohen’s eta squared values can be classified as 0.01 (small effect), 0.06 (moderate effect) and 0.14 (large effect). To assess the magnitude of the correlation, Cohen’s criteria [28] were chosen: low correlation when 0.10 ≤ |r| ≤ 0.29, moderate correlation when 0.30 ≤ |r| ≤ 0.49 and high correlation when|r| ≥ 0.50.





4. Results and Discussion


4.1. Exploratory Factor Analysis


The result of the study on the sensitivity of the 5 items related to the perception of financial risk showed that the skewness (|Sk| ≤ 3) and kurtosis (|Ku| ≤ 7) coefficients are within the adequate parameters to proceed with the application of the EFA. The Bartlett’s test of sphericity and the KMO index for the 5 items (   χ 2    10     = 1645.104, p < 0.001, KMO = 0.814) present a good suitability of the sample to apply the EFA.



Table 5 shows the matrix of the factor loads and commonalities of the financial risk perception scale. The commonality values are greater than 0.5, which means they explain at least 25% of the observed variance. According to Kaiser’s criterion, the 5 items form a one-dimensional measurement that explains 61.39% of the total variance.




4.2. Confirmatory Factor Analysis


The confirmatory factor analysis was applied to the model that resulted from the application of the EFA. After analysing the modification indices, trajectories between residues were added because these were correlated, and the one-dimensional model presented in Figure 1 was obtained.



A moderate positive correlation between the residues of the items R2 (investing 5% of your annual gross income in highly speculative stocks) and R5 (how willing are you to take risks when you think about your financial investments?) is observable. This means that the greater the willingness of individuals to take risks, the greater the predisposition to invest in highly speculative stocks, which is compliant with the theory presented in [29]. The correlation between the residues of the items R2 (investing 5% of your annual gross income in highly speculative stocks) and R4 (investing 10% of your annual gross income in government bonds) is low and negative. However, it means that the more investments individuals make in government bonds (treasury bills), the fewer investments they make in highly speculative stocks.



Through Figure 1, one can verify that all standardized regression weights (0.64 <  λ  < 0.71) are greater than 0.5 and that all individual reliabilities (0.41 <    R 2    < 0.62) are greater than 0.25. The indices of the fit of the model reveal a good fit quality (   χ 2    = 7.253, df = 3,       χ 2    d f     = 2.418, p < 0.001, GFI = 0.997, CFI = 0.997, RMSEA = 0.041, PCLOSE = 0.578). It is emphasised that the items which contribute the most to the perception of financial risk are the items R1 and R3, that is, lower risk investments have a bigger impact on the perception of financial risk.



The value of Cronbach’s alpha and composite reliability (CR) of the scale of financial risk perception is 0.84, which indicates good reliability. Consequently, it is possible to affirm that the 5 items consistently and reproductively measure the interesting factors of the scale of financial risk perception. The AVE value is greater than 0.5 (AVE = 0.514), which according to [26], indicates adequate convergent validity.




4.3. Descriptive Analysis of Perception and Knowledge of Financial Risk


The representative variable of the perception of financial risk was obtained by performing an arithmetic average of the 5 items. The descriptive measurements of the 5 items and of the scale are presented in Table 6. It is verifiable that, generally speaking, individuals present low perceptions of financial risk, because the average values are less than 2.82 on a scale from 1 to 5 points.



Through the software IBM SPSS Statistics 25 and taking into consideration the answers the individuals gave to the questions that assess the knowledge of financial risk, 4 binary variables were obtained (the value 1 indicates if the individual got the question right and 0 indicates if the individual missed the question). Through this way, it was possible to determine the number and percentage of right answers to each one of the questions (Table 7). Note that the questions related to knowledge of financial risk or objective risk according to [5] present low percentages of right answers, and the question Q2 has the highest percentage of right answers (44.8%, n = 372). This low percentage of right answers to a relatively easy question reveals that people struggle with making basic mathematical calculations with percentages, as the case of calculating 1% of 1000 in the question, Q2.



In order to obtain the variable of knowledge of financial risk, the sum of the scores that were obtained in the 4 binary variables that indicated if the individual got the question right or wrong was carried out. Therefore, the variable knowledge of financial risk can take values on a scale from 0 (got all the questions wrong) to 4 (got all the questions right) points. Afterwards, with the purpose of comparing both variables, the variable knowledge of financial risk was converted to the same scale of the variable perception of financial risk (scale of 1 to 5 points).




4.4. Testing the Hypotheses


With the objective of testing Hypothesis 1, that is, the existence of differences between perception and knowledge of financial risk, the paired samples Student’s t-test was applied. As a result of that, the existence of statistically significant differences was observed (t(829) = 5.90, p < 0.001), as the levels of perception of financial risk (M = 2.60, SD = 0.90) are higher than the levels of knowledge of financial risk (M = 2.31, SD = 1.26). The magnitude of the average differences presents a small effect size (eta squared = 0.04), as stated in [28].



It is possible to analyse different subsamples of the initial sample, composed of 830 individuals, that is, analysing samples by gender (male and female), by age group (between 18 and 36 years and over 36 years) and by marital status (group of the single/divorced/separated/widows and group of the married or in a common-law marriage). Consequently, it is observed that there is sufficient statistical evidence to affirm that, with a 5% significance level, the levels of perception of financial risk are higher than the levels of knowledge of financial risk.



Regarding the division of the education level into subsamples (up to 9th grade, 12th grade, Bachelor’s degree and Masters/PhD), it is observable that in the subsamples of the individuals who studied up to 9th grade, 12th grade and to a Bachelor’s degree, there is statistical evidence to attest that, with a significance level of 5%, that the levels of perception of financial risk are higher than the levels of knowledge of financial risk. However, within the subsample of the people who have a Masters or a PhD, the existing differences are not significant, although in sample terms, the average value of the perception of financial risk is higher than the average value of knowledge of financial risk.



With respect to the division into two groups, the ones who are and are not trained in the area of Economics or similar, it is only in the group of people who have training in the referred area where the existence of significant differences (p < 0.001) is verified. Nonetheless, in sample terms, within the group of individuals who are not trained in the referred area, the average value of the perception of financial risk is higher than the average value of the knowledge of financial risk, but the difference is not significant.



When the sample is divided into subsamples by annual gross income of the household (up to 10,000.00€, from 10,001.00€ to 20,000.00€, from 20,001.00€ to 30,000.00€, from 30,001.00€ to 45,000.00€ and over 45,000.00€), it is observable that, with the exception of the groups of annual gross income of 30,001.00€ to 45,000.00€ and greater than 45,000.00€, there is statistical evidence to indicate that, with a significance level of 5%, the levels of perception of financial risk are higher than the levels of knowledge of financial risk. However, within the groups of annual gross income of 30,001.00€ to 45,000.00€ and greater than 45,000.00€, in sample terms, the average value of the perception of financial risk is higher than the levels of knowledge of financial risk, although it is not statistically significant. This way, Hypothesis 1 is empirically supported, which corroborates the study of the Bank of Portugal [1] about how the perception and knowledge of financial risk are unleveled, as well as how the perception of financial knowledge is frequently wrong.



In order to test Hypothesis 2, i.e., if there are differences between males and females regarding perception and knowledge of financial risk, the independent samples Student’s t-test was applied. The existence of statistically significant differences on perception of financial risk (t(828) = 5.91, p < 0.001) and knowledge of financial risk (t(781.65) = 7.42, p < 0.001) was documented, since males demonstrated higher levels of perception of financial risk (Males: M = 2.75, SD = 0.88; Females: M = 2.39, SD = 0.87) and higher levels of knowledge of financial risk (Males: M = 2.56, SD = 1.29; Females: M = 1.93, SD = 1.13). The extent of the average differences, according to, presents a small effect size on the perception of financial risk (eta squared = 0.04) and a moderate effect size on the knowledge of financial risk (eta squared = 0.06). Hence, Hypothesis 2 is empirically supported, which endorses [14], which also found out females possess lower financial knowledge than males. Consequently, increasing the perception and knowledge of financial risk in Portuguese females becomes important, since they have a bigger life expectancy at birth [30].





5. Conclusions


The utilized instrument showed to be satisfactory to measure risk perception of the Portuguese population, presenting a one-dimensional structure with adequate levels of validity and reliability.It is inferred there is statistical evidence to affirm that the Portuguese present higher levels of perception of financial risk, in comparison to the levels of knowledge of financial risk [31]. There is also evidence to state that males present higher levels of perception and knowledge of financial risk than females. This article has focused on understanding financial risk by analysing individuals perceptions [32]. This means there is a focus on percpetions that are difficult to analyse in an objective way. Therefore, more research is required on risk perception that complements the existing research in this study. For example, other ways to measure financial risk need to be studied in order to provide more evidence about the role of risk particularly that of a financial kind in individuals lives [33,34]. In addition, a one country setting being Portugal was analysed, which provides a comprehensive understanding of financial risk [35]. Although this means that other geographic contexts have not been studied, which opens up new research possibilities [36].



In the future, it is intended to study a conceptual model for the Portuguese population [37] which incorporates the variables risk perception, literature perception, literature knowledge, risk knowledge, confidence, attitude and financial stress [38].The study which was carried out in the present investigation may help academics, researchers and professionals to better understand the levels of perception and knowledge of financial risk of the Portuguese population [39]. Moreover, it may contribute to help the creators of financial education policies in the reformulation of their policies, and in the creation of tools to help in the improvement of financial risk perception [40]. If achieved correctly, this may help individuals to perceive which their own abilities and knowledge are, in an area that becomes so important in daily life decisions, as well as future decisions [41].
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Figure 1. Factor structure of the scale of financial risk perception (FRP). Source: Own elaboration. 
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Table 1. Studies about perception and knowledge of financial risk.
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	Conclusion/Theme
	Reference





	Choices depend on what one believes to be a subjective probability, about each result and subjective level of the expected utility, or expected value, subjectively evaluating utility.
	[6]



	Risk may be categorized into objective and subjective.
	[5]



	Risk factor is associated with subjectivity, since it is influenced by many factors, including emotional and cognitive ones.
	[9]



	Risk is a function of profits and losses and results from both. Risk perception and level of financial knowledge impact people’s investment preferences.
	[8]



	Investors who possess a high level of perception or risk tolerance and solid financial literacy and knowledge make good financial decisions.
	[15]



	Risk perception is a factor which may impact the whole investment decision, even when financial literacy and knowledge are present.
	[14]



	Financial advisors must consider tolerance and perception in their advisory procedures, in order to give the most adequate advice to their clients.
	[18]



	Single males take more risks than married males.
	[10]



	In order to shorten the gender gap in investment patterns, it seems to be important to increase financial literacy and risk tolerance among females.
	[17]







Source: Elaborated by the authors.
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Table 2. Socio-demographic characterization of the participants.
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	Variables
	Descriptive Measurements





	Age
	Minimum: 18; Maximum: 71; Average: 37.43; Standard deviation: 12.04



	Gender
	Malses: 492 (59.3%); Females: 338 (40.7%)



	Marital Status
	Single, separated, divorced or widowed: 418 (50.4%); Married or in a common-law marriage: 412 (49.6%)



	Education Level
	Up to 9th grade: 16 (1.9%); 12th grade: 188 (22.7%); Bachelor’s degree: 415 (50.0%); Master’s degree or PhD: 211 (25.4%)



	Training Area
	Economics, Management, Finances, Accounting or similar areas: 471 (56.7%); Other areas: 359 (43.3%)



	Annual Gross Income of the Household
	Up to 10,000.00€: 120 (14.5%); Between 10,001.00€ and 20,000.00€: 248 (29.9%); Between 20,001.00€ and 30,000.00€: 173 (20.8%); Between 30,001.00€ and 45,000.00€: 148 (17.8%); Over 45,000.00€: 141 (17.0%)







Source: Elaborated by the authors.
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Table 3. Items which assess the perception of financial risk.
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	R1—Investing 10% of your annual gross income in a moderate growth mutual fund.



	R2—Investing 5% of your annual gross income in highly speculative stocks.



	R3—Investing 5% of your annual gross income in conservative stocks.



	R4—Investing 10% of your annual gross income in government bonds (treasury bonds).



	R5—How willing are you to take risks when you think about your financial investments?







Source: Elaborated by the authors.
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Table 4. Questions which assess knowledge of financial risk.
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	Q1—Imagine that a six-sided die is rolled a thousand times. The times the die indicates an even number are counted. Of the values below, what is the most likely result?

(A) 157

(B) 298

(C) 512

(D) 754

(E) 919

(F) The answers above are all equally likely

(G) I do not know the answer



	Q2—In the National Lottery, the odds of winning a prize of 10€ are 1%. How many people do you guess would win a prize of 10€ if 1000 people bought a single lottery ticket?

(A) 1

(B) 2

(C) 10

(D) 100

(E) 110

(F) The answers above are all equally likely

(G) I do not know the answer



	Q3—If 5 machines take 5 min to make 5 toys, how long would 100 machines take to make 100 toys?

(A) 1 min

(B) 5 min

(C) 10 min

(D) 100 min

(E) 1000 min

(F) 1 day

(G) None of the options above

(H) I do not know the answer



	Q4—There are water lilies in a lake. Each day, the number of water lilies in bloom doubles. If it takes 48 days for the whole lake to be in bloom, how long would the water lilies in bloom take to cover half of the lake’s area?

(A) 16 days

(B) 24 days

(C) 25 days

(D) 32 days

(E) 26 days

(F) 22 days

(G) 47 days

(H) I do not know the answer







Source: Elaborated by the authors. The options in bold are the correct ones.
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Table 5. Matrix of the factor loads and commonality of the financial risk perception scale.
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	Factor 1
	    h 2    



	R1—Investing 10% of your annual gross income in a moderate growth mutual fund.
	0.815
	0.665



	R2—Investing 5% of your annual gross income in highly speculative stocks.
	0.761
	0.579



	R3—Investing 5% of your annual gross income in conservative stocks.
	0.824
	0.679



	R4—Investing 10% of your annual gross income in government bonds (treasury bonds).
	0.730
	0.533



	R5—How willing are you to take risks when you think about your financial investments?
	0.783
	0.613



	Eigenvalue
	3.069
	



	% Explained Variance
	61.39%
	







Source: Elaborated by the authors.
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Table 6. Descriptive statistics of the scale of financial risk.
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	AV
	SD





	R1—Investing 10% of your annual gross income in a moderate growth mutual fund.
	2.82
	1.15



	R2—Investing 5% of your annual gross income in highly speculative stocks.
	2.12
	1.10



	R3—Investing 5% of your annual gross income in conservative stocks.
	2.64
	1.15



	R4—Investing 10% of your annual gross income in government bonds (treasury bonds).
	2.91
	1.22



	R5—How willing are you to take risks when you think about your financial investments?
	2.53
	1.12



	Scale of Perception of Financial Risk
	2.60
	0.90







Source: Own elaboration.
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Table 7. Number of right answers and corresponding percentage per question.
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Questions

	
n

	
%




	
Knowledge of Financial Risk

	
Q1

	
261

	
31.4




	
Q2

	
372

	
44.8




	
Q3

	
267

	
32.2




	
Q4

	
184

	
22.2








Source: Elaborated by the authors.
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