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Abstract: Sustainable economic development and economictigrane the basis of a healthy
economy. All advanced countries in the world ay@ty to ensure a healthy economy, and thus
a long-standing position in macroeconomic comparssahrough using effective economic
policies. In recent years, however, a serious obkxists in many developed countries that
we can see as a macroeconomic problem. Itis sbgjproblem of indebtedness of State (public
debt), a major problem is the large indebtednessiaiseholds / individuals. Studies and
analyzes suggest a new problem, and that is, pigpdinancial illiteracy. Slovakia, as a
member state of many international organizatios#volved in programs to increase financial
literacy, with the help of education programs ainpary and secondary schools. Financial
literacy is the ability to use the knowledge, skdinhd experience to effectively manage own
financial resources to ensure lifetime security yourself and your household. The financial
market provides many different types of produatd, the layman is hardly able to orient them.
Therefore, the existence of financial advisor appes one possible solution to this problem.
The article deals with the definition of financlaéracy, and with the definition of financial
literacy it is an attempt to approach financialitéracy. For the development of paper were
used several scientific methods of investigatioa.fé¢used on evaluating our own financial
literacy survey with high school graduates. Theafficial literacy test used by the selected
consulting company was also used for our statistiza. For a better understanding of
financial literacy testing used by a consulting @amy, research is complemented by an
interview. Based on the findings of the researebpmmendations are made for practice. The
article deals with issues of financial literacyStovakia, but the conclusions are also applicable
in other economies.
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1. INTRODUCTION

knowledge, skills, attitude and behavior necessamnake sound financial decisions

and ultimately achieve individual financial wellbgi” Within the meaning of that
definition is therefore important to pay attentimnthe youngsters as a group of individuals
dealing with financial question on everyday baseven if the sum of their daily transactions
can't be considered as influencing the State’s econ The PISA 2015 survey has therefore
focused on the young people’s financial literadpv8k students’ performance has been very

The OECD/INFE [1] defines financial literacy as: “dombination of awareness,
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low comparing to other OECD countries. Studentsadle to make very simple decisions in
their daily spending, to know the purpose of aroiog and the difference between needs and
wants, but sadly more complex tasks are too difffom most of them [2]. If the students don’t
learn to pay attention to their finance, how cagythater consider for instance to purchase a
mortgage?

2. LITERATURE REVIEW

Financial literacy is not just a phenomenon oftoue. Decisions on the use of funds have been
made in the past, are being done today and witldree in the future. People make a lot of
important decisions every day. People need diffecempetencies / skills to make their
decisions effective and right. Basic skills shoodd— to know how to:

create and maintain own or family budget. Manadgheown personal budget and managing
family budget is not easy. There is a large nundbeffers on the market, and therefore it is
necessary to manage and to be able to solve theciad problems.

Understand price formation. People need to know lhsic process of price formation.
Economic theory says that the market is the placerevdemand and supply meet together.
Then price is made by a market. However, priceniiénced by different variables. Each
producer wants to achieve the highest profit. Tistamer also wants to get the most out of the
market but with the optimal use of their finan@akions. The market represents a mechanism
for realizing the interests of individual econorhimarket entities. It is a mechanism by which
buyers and sellers work together to determine pracel quantities of goods and services.

The third competence should help second compet&smple should be able to properly and
effectively dispose of its funds.

Gathergood and Weber [3], in their study, identifgerelationship between home-ownership or
renting a house and financial literacy by younggbeoThe ones with lower financial literacy
take unfavorable loans and have more debts. Fiakligracy among students of economic
faculties in Slovakia increases between the fiestryof their studies and their last one. The
gender is doing a difference (men have a highegllef financial literacy) but attending a
business oriented secondary or high school is[Ap&o, the education and financial literacy
are linked together but it is not enough for anlaxgtion. [5] For someone it is better to count
on an advisor in case of financial decisions. Buhé person-client is feeling anxious of a
financial advisor his or hers likehood of consigtafinancial professional is in this case lower
on the other hand, this anxiety could lead to selflying or to improvement in one’s financial
literacy. [6] As mentioned women have a lower lesfelinancial literacy in a robust overview
on this issue BucherKoenen et al. [7] are highlighting two groups ofmen — singles and
widowed that are most at risk. Johnson and Shanrf8econsider what it would be like if all
children in the school (from elementary school) lddwave their own saving account and learn
how to manage it and maybe the parents could E@mnething too.

Lisy [9] states that people have “invented” moneayaauniversal means of exchange for
facilitating the economic cycle. The emergence asel of money have gone through great
historical developments and progress - from comigodioney through full money to
incomplete money; from cash to cashless money.ifipertance of knowledge, information
and innovation which are becoming the main driwdérgrowth, is growing sharply in the new
economy. The increasing power of information andvidedge is changing the way people
communicate but also change the trade and busihbesoffer is big, the money options are
limiting and the right decision has to be made tamtty. The financial market is large, the offer
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to use funds is still growing. Whether people amaricially literate or illiterate can greatly
influence how they work with the funds.

The various institutions are engaged in analyzingrcial literacy exploring how to influence,
how to shape financial literacy. Ministry of Eduocat Science, Research and Sport of the
Slovak Republic has analyzed the financial literaop. Financial literacy is defined, by
mentioned ministry, “like the ability to use knowtge, skills and experience for effective
management of personal funds with the aim to semmgés lifelong financial security. Financial
literacy is not an absolute state, it is the cantm of abilities that are conditioned by variables
like age, family, culture or residence. Financiéérhcy represents the state of continuous
development enabling each individual to effectivetyact on new events and continuously
changing economic environment.” [10] Financial riiey is the ability to understand how
money works and how someone manages money. Mocdisphy, it refers to the set of skills
and knowledge that allows an individual to makeinfed and effective decisions with all of
their financial resources. Financial literacy cesadlemand for financial products and services,
thereby accelerating the pace of financial inclnsis it enables the common man to understand
the needs and benefits of the products and seroftea®d.

In the Knowledge Economy Dictionary [11] we findetktheory of financial literacy as “the
ability to use knowledge, skills and experienceftectively manage own financial resources
to ensure life-long financial security for one'sroand his household.” Despite the impossibility
of stabilizing the definition of financial literacyve can define its common attributes, which
are in particular:

» the ability and the way people perceive bankingipobs,

* the way they are used,

» the degree of management of their own finances.

Financial literacy can be defined as a set of tih@sc components: monetary literacy, price
literacy and budget literacy. In addition to theelhmain constituents, the following are often
mentioned in the literature: Information literadggal literacy and numeracy. Subsystems of
financial literacy are - Financial knowledge, fical capability, and financial responsibility.

The financial market is part of the system of tber®mmy and it is the heart of the financial
system. It is considered to be the most importardray all markets, mainly because of the fact
that its resources are usable in every economi. dighe financial market is a system of
relationships, institutions and instruments thadvalthe accumulation and deployment of
temporarily free funds between economic entities tbe basis of supply and demand
relationships.” [12] The base of the financial nedris to create channels that allow the transfer
of funds from entities that they have in excessgerators who are in deficit. The movement
of funds takes place in two forms, direct or indirnancing. Indirect funding is based on the
existence of financial intermediaries such as comiake banks, insurance companies,
investment institutions, asset management compameésther financial intermediaries such
as financial companies, securities traders andsthE3]

3. METHODOLOGY AND DATA

We summarize findings from tree different surveys fmancial literacy. As the data are
different, and there was not the same questionnsiee, we would like to highlight some of
the findings from the different surveys:

* Online screening questionnaire (416 respondents),
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» Secondary school graduate students (total of 2idests),
* Financial advisor cases of adult clients (totadéfcases).

The online questionnaire was a part of a dissertdtieses research and the data were obtained
from the respondents during the year 2016 [14]. fdspondents were asked to answer 10
multiple choice questions. For the group of secondahool graduate students, the data were
collected in the first half of the year 2018. Stuidewere asked to submit their answers via an
online questionnaire. The questionnaire had 29tmmssand was a part of a Diploma Thesis
research project. [15] The Financial advisor wdeddo summarize his experience with his
clients’ financial literacy. The information abotite clients included age, sex, relationship
status, education and the Advisors opinion onekiellof the clients’ financial literacy.

4. RESULTS AND DISCUSSION

The financial market comprises a large number afikba insurance companies, asset
management, investment insurance companies andin#tiéutions that may pose a chaos for
the client in need of help with their finances. Bodution is to find only one person, a financial
adviser, or an intermediary who is oriented onfthancial market. Financial intermediaries
are found by clients in banks, insurance compaauesother institutions. What is limiting in
this case is the fact that such an advisor can affdy the client products from the portfolio of
the institution that is his / her home or a partwmnpany. The risk to the client is therefore the
fact that he / she will be provided with a serdicat is appropriate and optimal but may not be
the best one. [19] Another situation occurs whercttent searches for a private financial agent.
The financial agent works with a larger numbemstitutions, its portfolio of products is much
more extensive than the financial intermediaryhi@ bank, and therefore the choice to choose
the most appropriate offer for the client is mucbrenrealistic. The definition of financial
advisors reflects the fact that the relationshigveen the financial agent and the client is based
on trust and combines consulting and other coumgedctivities. [16] It is also possible to
distinguish financial adviser from a financial agen the basis that agents provide financial
services for commission from a financial institativhile consultants provide them with fees
from the client. Ing. Peter KriStofaysays: “Paid financial advice is, in my opiniorg thighest
level within our department, because it is possibleeally generate high added value here.”
The financial adviser has several activities orffite@ncial market. They are actively searching
for new clients, long-term communication and mamitay relationships with an existing client,
constantly gathering information about the finahoiarket situation, management of various
complaints and many other activities. [18] The fical intermediary can be also financial
institution. There are several financial institusoacting as financial intermediaries. Financial
intermediaries are divided into financial marketdalows:

» deposit institutions (commercial banks, savingskban

* contractual institutions (insurance companies, jpersinds),

* investment institutions (investment and asset mamagt companies),

» Securities dealers,

» stock exchanges and over-the-counter markets,

» other financial intermediaries. [12]

Findings of the online questionnaire

The online questionnaire did provide a broaderestrgy on financial literacy. The respondents
were mostly university graduates (59.6%), and tge6's old (89.4%), structure of respondents
is dependent on the online provided method of guasg. On the other hand, for the needs of
this paper the results are suitable. Respondents asked to answer 10 multiple choice
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guestions. Of the total number of 416 respondéimésminimum and higher number of correct
answers was reached by 308 respondents (74%). Basib@ results of the questionnaire, we
can state that the overall level of knowledge efispondents is good. 16.3% of respondents
cannot identify which loan has better conditiongams that 37.50% decided just according to
the high of the installment. By total credit co2&1% of respondents considered the interest
rate as the main parameter of the total cost oficidwe. In the University degree group one fifth
of the respondents were not been able to accurdéddymine what impact the inflation has had
on their investments.

Findings in the group of secondary school graduates

Graduates of Secondary schools were asked to a2&grestions in an online questionnaire.
According to the findings, 65% of the graduatesvke@vhat the term financial literacy means.
In 68% of the cases the graduates had at leassudnject in which they learn about finance
(36% Economy, 17% Accounting and 47% in the suljatied “Civic education”). The main
findings are that the graduates don’'t know theeddhce between costs and returns, just one
fifth of them knew the correct answer. They donibl the difference between a credit card
and a debit card (62%). And they take no differebetveen the available balance on the
account and the current account balance (64%).tlBayt do understand what inflation or a
standing order is. Graduates also know who creditat debtor are. The results are not
ambiguous. Students lack a full financial educatibmey know the common terms but as the
tasks become complicated, they can’'t connect tfegnration and decide the optimal (in our
case the right) answer.

Findings in the group of financial advisors’ client

The financial advisor did provide a short overviefahis clients. The total was 44 clients, 17
females (average 33.9 years old), 27 males (ave3dgeyears old). All of the clients have
contacted the Advisor freely with needed advisegeids of advice vary between mortgage to
retirement savings. According to the Advisor, naogilagle one of the clients was financial
literate. So, we can say even if the client is sssewell educated — university degree (63.7%),
this is not yet a prerequisite for being finangidlterate. These finding could indicate that
clients are not anxious to contact an advisor by fimancial decisions.

5. CONCLUSIONS

Financial literacy is still discussed and broadharginalized topic of interest. In our
summarized findings we assume that even if ther®@koy school graduates have one to several
experiences with topics including basic finance Wiealge, they can’t use them in more
complex tasks. For the older respondents the nmrandial indicators in mortgage decision are
not on a satisfying level. Therefore, we see theaxd to a financial advisor as a good first step
for them in terms of gaining the information neetbetore they made the decision. Due to the
large number of products many people can be cledsiis more or less financially illiterate.
Financial illiteracy means a situation in which plodo not understand financial terms and
risks, they lack the knowledge to make effectiveislens in a whole range of financial
contexts. The financial situation does not imprpeeple, but it gets worse and the economic
life is getting worse. Financial illiteracy is nbe end, and financial education can be improved.
A financial intermediary serves as a subject whopugh his knowledge and skills, can help
understand the market and the various financialyets and offers. The profession of financial
advisor, if executed responsibly, has a positiveaot on the financial market and great benefit
for clients. At first glance, there may seem tabet of financial advisors on the market today.
[20] However, the reality is different and thereoidly a small fraction of consultants who stay
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on the market for a long time, that are searchedjoclients and are beneficial to them.
Financial advisors are different, some take the geban opportunity to earn extra income
besides a primary job, but a much larger numbefirancial advisers are aware of the
importance of the profession and perform it fulty &ll their working time. It is necessary to
realize that financial advice does not work forrgeee. If a financial advisor wants to succeed
in the long term, he must be able to pass onéntdi It should be the rule that it is not impotrtan
for the counselor how much time he spends at wamwkwhat he did during the job and what
benefit he brought to his clients. A great berfefitthe client and also for the financial adviser
is the building a long-term relationship, whiclalsout the beneficial cooperation for both sides.
This model also has the advantage that, unliker diti@ncial institutions that focus on one-off
business and contract signing, the financial advisonitors the client's finances in the long
run, looks at its future development, is with tbad-term client, during which provides his
advice and service. The client gets expert ad\boeithis finances from a specialist who knows
the products of all institutions and is familiartivtheir benefits and risks, and the advisor gets
a satisfied client whose positive reference iskéngefor expanding clients.
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