Improving the Financial
Literacy of College Students
through Active Learning: A
Student-Centered Approach




“Ah-ha” moments

Use online calculators to estimate payments for each OJJtion (2). Average cumulative graduate education debt
\INAS kgtl)'(l)(m $40,000 in 2008 (3). Repayment on a $40,000 principal Direct Unsubsidized loan with 6.8% interest
ooks like;

Option 3:
Extended (25 years)
$43,289 $83,289
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N Option 2: D
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i Option 1:
Standard (10 years)
$15,238 $55,238
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\\\QSTART YOUR PAYMENTS

ncome-based repayment plans will vary
g on your dscrebonary mcome.




Consequences of Procrastination
Time Value of Money

» Bob (20) invests $2,000/yr for 10 years and
then stops

- Starting today until he is 30
- Total of $20,000 invested

» Betty (20) waits 10 years, then invests
$2,000/yr for the next 35 years

> Invests from 30 until she is 65
- Total of $70,000 invested

» Who’s better off at age of retirement?



Investar A Investor B Investor C Investor D

Contri- Year-End | Coplri- Year-Epd | Conird-  Year-End | Contri-  Yeur-End
| Age butlen Value bution Value bution Volue bution Value
|8 O 0 0 0 o £ 500 550
9 " £ - o £ 0 750 1,430
[} ke - S B s 0 - | O 2673
i L - A 0 - L. 1,250 4,315
12 A NS A - - - 1,500 6,397
13 - - O -0- o= N N 1,750 & 542
14 < Ei8 Fis - 2004 2,200 Ei S 9.E58
14 0 o 4 £ 2,000 4620 0 10,843
14 =k E i Fi i S 1,000 1282 S 10,938
17 0 0 £ 0 2,000 10210 0 13,121
18 =i s A 4 - 3000 13,431 N 14,433
19 A - 2.0 2,200 s 14,774 B S 15876
20 A3 A 2 0y 4,620 s 16,252 s 17,463
21 o s 2,000 7,282 -0 17,877 0 19.210
I3 - Ay 2 R 10210 - 19,665 -0 21,131
23 - A 7 00 13,431 - 21,631 =L 13,244
24 alf)e i 8 2 10000 16,974 I 13,794 -0 15,568
25 0 - 2,000 20,872 0 26,174 -0- 28,125
bl 2,000 2,00 A 11959 s 1B, 791 -0 M 93E
2,000 4,629 ol 25235 «lk 3670 L. 34,031
2,000 712 A 27T, 78D - 34 37 - 37,434
2,000 10,210 <A M 558 allk 38,321 - 41,178
2,000 13,431 A 1316104 4 42,133 4 45 2946
2,000 16,974 A 345,976 B 45 368 A= 45 E15
2.000 20,872 =k 40,673 S 11,005 EiS LER
2,000 25,159 B 8 44 74| ¥, S, 105 <0 60, 28%
2,000 29,875 e 44,215 i G1. 716 all 65317
2000 350632 L 54,136 - 67,888 <} 72,949
2,000 #0769 A3 59,550 A T4 676 A B0, 244
2.000 4T (45 == 65,505 - B2, | dad == BE 249
2,000 131950 - 72,055 A 90359 A 97,095
2,000 61,545 ol 79,141 Eis 9394 - 1005, 805
2,000 [ -0 87,187 -0 109,334 0 117,485
2,000 TH08% 0 05,905 allle 120,247 RS 129,234
3,000 ES. 158 - 105, 459G A 132 3294 S 142,157
2,000 103218 A 116,045 i 145,533 S8 156,373
2,000 112,550 A 127 450 A 160,076 - 172,010
2,000 1 26005 A 140,415 Ei s 176,083 - 189,211
2,000 | 400, B0 0 154,456 -0 193,692 0 208,133
2,000 157,088 A 169 90T A 213,061 s 11E.9446
2,000 174,545 e LB, B9 < 234 367 = 151,840
2,000 154,694 Eis 205,581 Eis 157 803 SIS 177,024
2,000 216364 A 226,140 <k 183 358 - 304,727
2,000 246,200 =} 248 754 A+ 310,542 - 135,209
2,000 66,420 A 273,629 - 343 136 - 158,719
2,000 295,262 <A} 300,997 == 377,450 == 403,591
2000 326,958 A+ 331091 A 415,195 - 445,150
2,000 360 BET SIS 354,200 B 456, 71% - 450, Toh
2000 . 400276 - 400 G20 A 502 385 A 535 B4
3,000 447 503 A 440 GET LIS 552,62% = 593,E26
2,000 428 953 - AR, TED - &7 BET - 653,208
3,000 540, 045 - 533,225 - GEE ATE L TI8.53
2,000 504,254 - 584,348 i 735,343 - T, 383




Consequences of Procrastination
Time Value of Money

2,000 65 255 -0 87,187 109,334 O 117,485
4| 7,000 74,089 o 55,905 .u. 120,267 L 129,234
43 2,000 B9, 198 £ 105,494 - 132,294 " 142,157
43 2,000 100,218 £ 116,045 . 145,523 0 156,373
44 7 000 112,840 0- 127,650 - 160,076 - 172,010
45 2,000 126,005 Y 140,415 e 176,083 - 189,211
48 1 000 | 40, RO 0. 154,456 - 193 692 - 208,113
47 2,000 157,085 4 169,902 A 213,061 A 11,944
43 2,000 174,595 ' 1BE, 852 0 234,367 - 241 840
49 2,000 194,694 - 205,581 L 257,803 - 177,024
0 2,000 216,364 " 226,140 0- 283,358 o 304,727
5] 2,000 240,200 0. 248 754 - 311,942 i 115,209
132 2,000 266,420 - 371 629 0 341 |36 0- 168,719
53 2,000 295,262 - 300,991 £ 377,450 -0- 405,591
54 2,000 326,988 - 331,091 0 415,195 -0 444,150
55 2,000 161,887 0 364,200 - 456,715 - 450, 765
56 2000 . 4007276 - AD0. 520 £ 502,385 -0 £10 B42
57 2,000 447,503 L) 440 681 - 552,625 - 553,826
1 2,000 488,953 -0 484750 | O &7 BET 0 653,209
59 2000 S40.049 0 513715 | O BGEATE 0 7IBSM
60 2,000 506,234 - 586548 | O 735,543 £ 790,383
6l 2,000 658,079 -0 645200 | o 805,098 -0 BED 421
62 2,000 726,087 - 709,723 - E90,007 - 056,363
63 2,000 RO, B9 - 780,693 0 979,008 £ 1,052,000
fd < 2,000 BRI, 185 T, BSR. 765 4 LOTAS09 A1 1,157,200
65 2,000 973,704 - 944,64 ] £ 1IE4,600 £ 1272930
Less Touwl Invesied:  (B0,000) {14,000 {10,000) (£.750)
Equals Net Exmings:  £93,704 G30,64] 1,174,600 1,266,170
Moncy Grew: 11-fold 66-Told 117-fold | 1EB-Fold




Consequences of Procrastination
Time Value of Money

» Bob (20) invests $2,000/yr for 10 years

- Starting today until he is 30
- Total of $20,000 invested

» Betty (20) waits 10 years, then invests
$2,000/yr for the next 35 years

> Invests from 30 until she is 65
- Total of $70,000 invested

» Who’s better off at age of retirement?
- Bob - by more than $205,000
> Simply by starting early!!
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Happy Financial Capability Month

» President's Advisory Council on Financial
Capability for Young Americans

» The Financial Literacy and Education
Commission

OBAMA PROCLAIMS
APRIL

THE MONTH TO
TEACH YOUNG PEOPLE

‘HOW TO BUDGET
RESPONSIBLY’
wt




Realities of Student Financial
Literacy in the U.S.

Student loan debt is 1.16 Trillion!!

This is more than the national credit
card debt!

30% of college students with loans
drop out without a degree.

30% of 18-24 year old’s income goes
towards debt repayment.




Realities of Student Financial
Literacy in the U.S.

Members of the class of 2011 graduated
with an average of $26,600 in student
loan debt.

Less than 1/3, of college students
possess basic financial knowledge (e.qg.,
Interest rates, inflation, and risk
diversification).

81% of college students underestimate
how long it will take to pay off a credit
card balance.




Realities of Student Financial
Literacy in the U.S.

1/3 of parents are more comfortable talking
with their kids about smoking, drugs, bullying,
and sex than about money.

Students in debt tend to lack self-control, self-
esteem, and financial knowledge, and

experience feelings of isolation, depression,
anxiety, and stress.

In 2010, more individuals filed for bankruptcy
than graduated from college

- "The number one problem in today's generation
and economy is the lack of financial
[iteracy. "(Alan Greenspan, Economist & Former
Chairman of the Federal Reserve)




Beyond increased knowledge:
Changing attitudes and behaviors

Financial
Attitudes

Financial
Behavior

Financial

Education

Financial
Knowledge
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Emerging Adult Financial
Capability Survey (EAFCS)

» Pre-post data from 3 courses across
campus (N=1500) using the EAFCS to
look at the financial capability of
emerging adults.

» Collaborations at two other
universities (N=1400) as well as a
university in Portugal (N=1700)

» Student retention, graduation rates,
time to graduation, student debt




Change in Attitudes leads to
Change in Behaviors

» Students who felt in control of their
finances, had significantly less total debt

» Students who felt like their finances were a
significant source of worry or hassle had
significantly more total debt
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Change in Attitudes leads to
Change in Behaviors

» Students who reported that purchasing

things was very important to their
happiness

- were less likely to budget and track spending

- felt significantly less sure about their ability to
manage their own finances

> had higher credit card debt

- were more likely to use credit cards to make
purchases they could not afford
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Engaging Students Differently:
A Paradigm Shift

» Investment game
» Debt snowball

» Student reflection journals - taking students
from where they are now, to where they
want to be in the future

» Tracking their spending for a month

» Plugging spending leaks = thousands of $
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Final Thoughts

» Goal is NOT to teach students to increase
their knowledge about personal finances.

» Goal IS to engage students with material
in a way that shapes, changes, and
improves their financial attitudes and
ultimately their financial behaviors.

» Paradigm shift - so they view money
differently and manage their money in a
way to build wealth and improve their

financial well-being.
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My Invitation

» During this month of Financial
Capability:
- Think about 1 thing you could
either begin doing or cut out that
would have a tremendous positive

impact on your financial well-
being. Then DO IT!




