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Abstract

Much policy attention has been placed on enhancing individuals’ financial knowledge and
literacy, chiefly through financial education programs. However, managing one’s personal
finances takes more than financial knowledge and literacy: an individual also needs a sense of
self-assuredness, or ‘self-belief’, in their own capabilities. This personal attribute is known
within the psychology literature as ‘self-efficacy’. This paper examines the significance of an
individual’s financial self-efficacy in explaining their personal finance behaviour, through the
application of a psychometric instrument. Using a 2013 survey of Australian women,
financial self-efficacy emerges as one of the strongest predictors of the type and number of
financial products that a woman holds. Specifically, our analysis reveals that women with
higher financial self-efficacy — that it, with greater self-assuredness in their financial

management capacities — are more likely to hold investment and savings products, and less
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