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• 33 percent of people were un-
aware that it is possible to reduce
investment risk through diversi-
f i c at i o n .
• In terms of financial behavior

(budgeting, planning and invest-
ing), only 51 percent achieved the
minimum target score to be con-
sidered financially literate.
• Long-term financial goal set-

ting and planning is not common
in many countries.

Perhaps a more striking finding
was the difference between gen-
ders — 61 percent of men were
able to achieve the minimum tar-
get score of financial literacy,
compared with only 51 percent of
wo m e n .

That number changes slightly
when focusing on countries that

are typically considered to be
more advanced, but even then, 69
percent of men were able to reach
the minimum score, compared to
only 56 percent of women.

The countries in the study in-
cluded France, Canada, the Unit-
ed Kingdom, Norway and Brazil,
to name a few, and while the Unit-
ed States did not participate, it
would be hard to believe that our
results would be much better.

In June, the Financial Industry
Regulatory Authority released a
study where they found 61 percent
of people were unable to pass a
basic financial literacy test and
only 37 percent were considered
to be financially literate, which is
even lower than previous studies
in 2012 (39 percent) and 2009 (42
p e rce n t ) .

While the findings are trou-
bling, perhaps they are not com-
pletely surprising. Money is so im-
portant in everyone’s daily lives,
yet we are so secretive about it.

We typically don’t talk about
budgets, savings and investment
strategies with our friends. In
fact, many feel that personal fi-
nance is a taboo social subject. As
a society, we do not put a strong
emphasis on basic personal fi-
nance education and while that
has been improving recently,
there is still a long way to go.

In a divorce, being financially
literate is crucial to help clients
set aside emotions and ego and
empower them to make sound de-
cisions for the future. It enables
them to understand and more ac-
tively participate in the decisions
being made now, which will in-
herently impact them for the rest
of their lives.

More important, that financial
literacy can be taken beyond the
divorce and into the future, to
help them provide for their needs
and the needs of their family for
years to come.

Financial literacy: The hidden, but
vital part, in divorce law practice

The financial component
of divorce cannot be
u n d e rs t at e d .

The outcome of a di-
vorce will impact an in-

dividual’s financial future in im-
mense ways.

Even so, I have seen firsthand
in my work how some people
d o n’t truly understand their fi-
nances. I have encountered clients
with varying degrees of financial
l i t e rac y.

In those situations especially,
having a lawyer that understands
finances and is able to educate a
client to understand their finances
is invaluable. Understanding fi-
nances is empowering for clients.

Financial literacy is a term that
is often used in the world of per-
sonal finance, but what exactly
does it mean to be “financially
l i t e rat e”? And more important,
why does it matter whether or not
you are financially literate?

To answer the first question,
financial literacy is an individual’s
knowledge base and correspond-
ing ability to understand and
manage their money in an effi-
cient manner. It is the ability to
understand how one spends their
own money as well as how to deal
with decision-making, budgeting
and planning for one’s own finan-
cial future, including saving and
i nve s t i n g.

As for why it matters, finan-
cially literate people tend to make
more sound decisions regarding
their money, and as a result, ben-
efit from the positive impact those
decisions have down the road.

Financially literate people un-
derstand concepts like compound-
ing interest, the time value of
money, the impact of taxes and
debt management and they are
able to track their spending, bud-
get and invest. A person’s finan-
cial literacy level impacts their at-
titudes and behaviors when it

comes to money, particularly sav-
ing and spending that money.

A financially literate person
typically doesn’t live beyond their
means, plans for the long term
and is better off when facing the
inherent issues that arise in life
through no fault of their own,
such as illness, job loss or market
d ow n t u r n s .

However, studies have shown
many people are financially illit-
erate. I recently reviewed a study
by the Organisation for Economic
Co-Operation and Development
and the International Network on
Financial Education and the re-
sults were troubling, to say the
least.

The study, “OECD/INFE Inter-
national Survey of Adult Financial
Literacy Competencies,” ex a m i n e d
30 countries and economies
throughout the world and found
that “overall levels of financial lit-
eracy are relatively low.”

In the study, the average score
was 13.2 out of a possible 21
points, and France, which had the
highest score, was only 14.9,
which, as the study put it, “s h ow s
significant room for improve-
m e n t .”

Other findings include:
• Only 56 percent of adults

achieved the minimum score to be
considered financially literate.
• Only 42 percent of adults

were aware of the benefit of com-
pounding interest.
• Only 58 percent could calcu-

late simple interest on savings.

A financially literate person typically doesn’t
live beyond their means, plans for the long term
and is better off when facing the inherent issues
that arise in life through no fault of their own,
such as illness, job loss or market downturns.
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