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Millennial Financial Preparedness Across Racial Groups 
 

Abstract 

This research study surveys 680 millennials to analyze how financial literacy and financial 

behaviors vary across different racial groups. Respondents in this study consisted of Asians, 

Black/African Americans, Hispanics and Caucasians. Results from the study demonstrated that 

only 59% of survey respondents could answer financial literacy questions correctly. Moreover, 

Caucasians displayed the highest level of financial literacy compared to other racial groups, and 

women displayed lower levels of financial literacy than men. This study concludes that 

Millennials are not knowledgeable on subjects concerning financial concepts. In essence, 

millennials lack of financial knowledge can lead to them making suboptimal financial decisions 

which can be detrimental to their success.  
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I. Introduction  
 

          In today’s demanding financial environment, it is crucial for young adults to possess 

enough financial acumen to make wise financial decisions. However, studies have concluded that 

young adults are severely lacking in their understanding of personal finance (Lusardi, Mitchell, 

Curto, 2010). Moreover, financial knowledge varies significantly among racial and ethnic groups 

in the United States, as Caucasians and Asians consistently display more financial literacy than 

Hispanics and African Americans (Lusardi and Mitchel 2011). If financial illiteracy is more 

prevalent within a certain millennial ethnic or racial group, then individuals within that group 

will be placed at a significant disadvantage. They are more likely to be targeted with specific 

financial products and services for which, unknown to them, the costs outweigh the benefits. A 

lack of knowledge will cause them to make costly financial mistakes that will prevent them from 

achieving financial stability. Policymakers are then charged with the task of enacting polices that 

aim to protect the financially illiterate who are at risk of being taken advantage of. Furthermore, 

millennials who lack a sufficient level of financial acumen will become increasingly anxious 

about reaching financial goals to live comfortably and become productive members of society. 

The stress that arises from being financially insecure promotes a sense of dependency, and places 

a significant strain on an individual’s emotional well-being. Additionally, an imperative aspect of 

financial preparedness includes wealth accumulation in terms of planning for retirement. As the 

government and employers increasingly place the responsibility for investing and saving onto 

workers (Lusardi, Mitchell 2011) through pension system reforms, it is essential that millennials 

possess enough knowledge to make wise financial decisions for their future. Otherwise, a lack of 

financial preparedness can lead to an insufficient retirement plan, which puts millennials in the 

position of being heavily reliant on government welfare programs in their golden years. 
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Examining millennials’ financial preparedness along racial and ethnic lines provides valuable 

insights on how to improve financial literacy for Caucasians, Asians, Hispanics, and African 

Americans, and can inform millennials of all backgrounds. 

          The purpose of this study is to examine the financial literacy of millennials, and to further 

analyze millennials’ financial preparedness across specific racial and ethnic groups. In this study, 

financial literacy is defined as an individual’s ability to understand financial jargon and to 

process financial and economic information to make wise decisions regarding retirement 

planning, student loan debt, credit card debt, budgeting, and balancing a check book.  Other 

researchers, such as Annamaria Lusardi and Olivia. S. Mitchell, have studied financial literacy 

among young people (Lusardi, Mitchel, Curto 2010) and analyzed the results over various 

sociodemographic and parental characteristics. However, there has been little research conducted 

that specifically examines the financial preparedness of millennials as it pertains to their racial 

and ethnic backgrounds. The key research questions that will be addressed in this study are: 

1) What financial knowledge and skills should an individual possess to be considered 

financially literate? 

2) In general, do millennials possess an adequate level of knowledge and skill to make 

sound financial decisions? 

3) Does financial literacy vary across millennial racial and ethnic groups? 

4) What are the implications if one racial or ethnic group is less financially prepared than 

another? 

As previous research has illustrated the inadequacies of millennials’ financial savvy, and the 

difference in financial preparedness among general racial and ethnic groups (Lusardi, Mitchel, 

Curto 2010), the null hypothesis for this study is:  



 

 

4 

 

     茎待┺ Millennials are financially prepared across racial and ethnic groups. 

 Conversely, the alternative hypothesis is:  

     茎怠┺ Millennials are not financially prepared, across racial and ethnic groups. 

In accordance with current research literature, it is expected that the null hypothesis will be 

rejected and the alternative hypothesis will be accepted.  

 

II. Literature Review 

          In previous research studies, researchers have shown that financially illiteracy is pervasive 

in developed and developing countries across the globe (Lusardi, Mitchel 2011). In the 2011 

research study, Financial Literacy Around the World: An Overview, Lusardi and Mitchel 

measured financial literacy in eight countries by using three questions that they originally created 

for the 2004 U.S. Health and Retirement Study. These three questions were designed to measure 

basic and general financial knowledge that incorporates people’s daily financial decisions over 

the course of their lives. The questions were designed to be “relevant across ethnic and cultural 

groups” and equipped with the capacity to differentiate among the financially literate and the 

financially illiterate. The three questions tested the understanding of three important financial 

concepts— interest compounding, inflation, and risk diversification—that individuals needed in 

order to make wise financial decisions. These three questions that Lusardi and Mitchel created 

have been adopted in a plethora of other studies to measure financial literacy in the United States 

and countries overseas. 

          The 2016 National Financial Capabilities Study (NFCS) completed by the Financial 

Industry Regulatory Authority (FINRA 2016) was a state-by-state online survey of 27,564 

American adults, but as the survey indicates the delineation of each population subset may not 
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have been representative of the total population. To assess financial knowledge in the study, 

survey respondents were asked rudimentary questions that covered important financial and 

economic concepts such as “the relationship between bond prices and interest rates” and the 

power of compounding interest. It was essential to evaluate respondents’ level of financial 

knowledge when two financial concepts are introduced. This is a deviation from the three 

financial literacy questions that Lusardi and Mitchel designed (2016), which only tested one 

financial concept in each question. 

          The 2016 Sallie Mae, national study of college students analyzed how college students in 

the United States manage their personal finances. To administer the survey Sallie Mae employed 

the use of Ipsos, an independent market research company, to interview a sample of 793 college 

adults between the ages of 18-24 in the United States. In the survey respondents were asked 

questions that pertained to their behavioral attitudes towards managing their personal finances as 

well as questions to evaluate their financial knowledge. It was imperative to test respondents’ 

financial knowledge along with their financial behavior to assess whether or not financial 

knowledge correlated with more preferable financial behaviors. 

           In Chen and Volpe’s 1998 research study “An Analysis of Personal Financial Literacy 

among College Students,” a comprehensive survey of fifty-two questions was used to assess 

student’s knowledge on personal finance. The sample size of the study consisted of 924 college 

students. The purpose of the study was to analyze the impact of financial literacy on student’s 

decisions (Chen, Volpe 1998).  Chen and Volpe used a logistics regression to determine what 

demographic factors, if any, influence financial literacy.  The dependent variable as identified by 

Chen and Volpe was financial literacy, which was determined by dividing the respondents into 

two subgroups using the median scores from the financial literacy portion of the survey to 
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indicate whether the respondent was financially literate or not. Those scoring above the median 

where considered to be financially literate and those scoring below were not considered 

financially literate.  The independent variables were dummy variables for the demographic data 

questions and opinion-based questions.  The objective was to predict what demographic 

characteristics or opinions influence financial literacy among the millennials. The findings of this 

study concluded that college students lacked the necessary financial knowledge that they need in 

order to make wise financial decisions (Chen, Volpe 1998).   

          In 2010, Lusardi, Mitchell and Curto conducted a study on Financial Literacy Among the 

Young. In this study, they employed the use of the three financial questions previously mentioned 

in the National Longitude Survey of Youth administered in 2007-2008. The sample size of the 

survey consisted of 7,417 respondents between the ages of 12-17. The purpose of the study was 

to, “analyze the relationship among financial literacy and respondent’s sociodemographic, 

family, and peer characteristics” (Lusardi, Mitchell, Curto 2010).  The results from the survey 

indicated that financial literacy among respondents surveyed was lacking, moreover, women 

possessed less financial literacy than men (Lusardi, Mitchell, Curto 2010).  

         In the past, various research studies have identified disparities in household wealth 

accumulation across racial and ethnic groups (Campbell, Kaufman 2006). Consistently, across 

different racial and ethnic groups, African Americans and Hispanics have less household wealth 

accumulation compared to Asian and Caucasian households within the United States (Campbell, 

Kaufman 2006; Lusardi, Mitchel 2011). Financial literacy is an important factor in making wise 

financial decisions that leads to wealth accumulation over an individual’s lifetime. Young 

millennials who are financially illiterate are less likely to understand financial concepts and 

perform basic financial calculations (Lusardi, Mitchel, Curto 2010). They are also more likely to 



 

 

7 

 

have significant amounts of credit card and student loan debt (Lusardi, Mitchel, Curto 2010), less 

likely to plan for retirement (Lusardi, Mitchel 2011), and less likely to manage and accumulate 

wealth (Stango, Zingman 2007). Additionally, in a survey of 924 college students to analyze 

personal financial literacy in terms of general knowledge, saving and borrowing, insurance, and 

investments, African American respondents were reported as having the lowest scores 

throughout the various survey sections, while Asian and white participants scored the highest 

(Chen and Volpe 1998). 

          Student loan debt represents one of the most prevalent forms of debt in the United States. 

A 2015 National Financial Capability Study (NFCS) found that 45% of respondents between the 

ages of 18-34 carry student loan debt, signifying that almost half of young adults enter the 

professional work force in debt. (Lusardi, Scheresberg, Oggero 2016). Furthermore, college 

students are taking on increasing levels of student loans. In 2013, 69% of public and private 

nonprofit university graduates owed an average of $28,400 in student loan debt (Cochrane, Reed 

2014). This represents a 32% increase from 2007, when the average student loan debt for 

graduating students was $19,200 (Reed 2008).   

          Recent research has shown that college students exhibit more conscientiousness in 

managing money (Sallie Mae 2016). More than half of college students consider affordability 

before making credit card purchases and 63% reported paying their credit card balance in full 

each month (Sallie Mae 2016). However, college students tend to be overconfident in their skills 

and lack sufficient understanding of financial jargon and how credit works. In a survey of 793 

college students, more than two thirds of respondents were unable to correctly answer three 

questions relating to interest accumulation and how repayment terms and payment behaviors 

affect the cost of credit (Sallie Mae 2016). Furthermore, average credit card debt grew from $946 
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in 2004 to $1,645 in 2009. In 2009, it was reported that seniors graduated with an average credit 

card debt of more than $4,100. Additionally, nine in ten undergraduates reported paying for 

direct education expenses with credit cards, and many college students seem to use credit cards 

to live beyond their means (Sallie Mae 2009). In a survey of 445 college students, 76% of 

students ages 18-20, and 55% of students ages 21-22 worry that their credit card debt may be out 

of control. (Sallie Mae 2016). 

           In a 2017 Consumer Financial Literacy Survey of 1,649 participants, 27% of adults, 18 

years and older, reported that they don’t contribute any portion of their annual income towards 

retirement. However, predictably, adults over the age of 35 are more concerned than younger 

adults, ages 18-34, about having enough money saved for retirement (Poll 2017). Moreover, 

young adults also report that they are not contributing enough to their retirement, as 55% 

acknowledge that they are not putting contributions in an individual retirement account (IRA) or 

a 401(k), and 40% of young adults admit that they don’t make consistent contributions to a 

savings account (USA Today/NEFE 2006).  Although current research illustrates that young 

people are confident, yet lacking in financial literacy, 83% would like to learn more about money 

management, especially with regard to budgeting and saving (Sallie Mae 2016).  

          Previous research studies have demonstrated a deficiency in financial knowledge among 

millennials (Lusardi, Mitchel, Curto 2010; Chen, Volpe 1998). This lack of financial 

preparedness may cause the financially illiterate to make misguided financial decisions that have 

detrimental impacts on their future. This research study will specifically focus on financial 

preparedness across four distinct racial groups: Asians, Black/African Americans, Hispanics, and 

Caucasians. The study will also analyze the correlation between financial knowledge and 

financial behaviors displayed by each racial group. 
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III. Methods and Procedures 

          For the purposes of this study, a stratified survey was created to assess millennials’ 

financial preparedness across specific racial and ethnic subgroups. The four racial groups that 

will be included in this study are, Asians, Black/African Americans, Hispanics, and Caucasians. 

The sample size for the survey consisted of 680 responses. There were 37 survey responses from 

Asians, 245 responses from Black/African Americans, 95 responses from Hispanics, and 303 

responses from Caucasians. However, some of the respondents had incomplete responses, 

therefore, their responses were eliminated in the analysis. 44.1% of survey respondents were 

female and 55.9% were male. The study was conducted in two post-secondary institutions in 

Tallahassee, Florida. These schools were Florida State University and Florida Agriculture and 

Mechanical University. The survey included twenty-two questions, administered electronically.  

Survey respondents were able to complete the short survey within ten minutes. The survey was 

divided into questions regarding demographic information, financial literacy and financial 

behavior. The demographic questions inquired about survey respondents’ gender, race, age and 

educational level. It was important to record the survey respondents’ gender and racial 

background because it is essential to the research study to analyze the results along racial and 

gender lines. It was also important to record the age and educational level to ensure that all 

survey respondents were millennials in college. Questions used to determine financial literacy in 

this study followed those of Lusardi and Mitchell (2011), the National Financial Capabilities 

Study conducted by Financial Industries Regulatory Authority (FINRA 2016), and Sallie Mae’s 

national study of college students (Sallie Mae 2016). These studies have demonstrated 
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effectiveness in assessing financial literacy and preparedness. The Lusardi and Mitchell 

questions used in the survey are as follow: 

 Suppose you had $100 in a savings account and the interest rate was 2% per year. After 5 

years, how much do you think you would have in the account if you left the money to 

grow: more than $102, exactly $102 or less than $102? {Do not know; refuse to answer} 

 Imagine that the interest rate on your savings account was 1% per year and inflation was 

2% per year. After one year, would you be able to buy more than, exactly the same as or 

less than today with the money in this account? {do not know; refuse to answer} 

 Do you think the following statement is true or false? “Buying a single company stock 

usually provides a safer return than a stock mutual fund.” {Do not know; refuse to 

answer} 

The questions used from FINRA’s National Financial Capabilities Study are as follow: 

 If interest rates rise, what will typically happen to bond prices?  Rise, fall, stay the same, 

or is there no relationship? 

 Suppose you owe $1,000 on a loan and the interest rate you are charged is 20% per year 

compounded annually. If you did not pay anything off, at this interest rate, how many 

years would it take for the amount you owe to double? 

The question used from Sallie Mae’s national study of college students was: 

 Assuming the following individuals have the same credit card with the same interest rate, 

which will pay the most in interest on their credit card purchases over time? 

The twelve behavioral finance questions were also developed by FINRA (2016), Sallie Mae 

(2016) and Chen and Volpe financial literacy study (1998). These twelve questions are in-depth 

personal finance questions, including questions about insurance, retirement planning, consumer 
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debt, student loan debt, and budgeting. These questions help analyze if millennials possess 

enough financial acumen to make sound financial decisions.  

           Initially, the cross-sectional data of the entire sample was analyzed to demonstrate the 

percentage of correct responses for the six financial literacy questions. Moreover, to determine if 

there was any statistical significant difference for the percentage of correct responses between 

genders and among the racial groups, a t-test of means assuming unequal variances was 

conducted. In this model, men were compared to women, Caucasians were compared to 

Black/African Americans, Caucasians were also compared to Hispanics, and Hispanics were 

compared to Black/ African Americans. The t-test for the six financial literacy questions was 

completed by isolating the answers to the questions by gender and race with each gender and 

race category starting a new column adjacent to the previous column. For each of the six 

questions, If the respondent got the answer correct it was coded as a 1 and if the answer was 

incorrect it was coded as a 0. After each response was coded, the t-test was completed 

          A single factor Analysis of Variance (ANOVA) was used to determine if there is a 

significant difference in the mean scores of the respondents by racial groups. The one-way 

ANOVA for the six financial literacy questions was conducted using a similar process, 

conducting the t-test of means. The answers to the six financial literacy questions were isolated 

by race with each race category starting a new column adjacent to the previous column. For each 

of the six questions, if the respondent got the answer correct it was coded as a 1 and if the answer 

was incorrect it was coded as a 0. After each response was coded, the single factor ANOVA was 

completed. A single factor ANOVA was also completed for the twelve behavioral finance 

questions. The behavioral questions were multiple choice questions arranged on a Likert scale 

ranging from 1 through 5. A 5 was the most desirable financial behavior based on financial 
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literacy. For each behavioral question, the answer was isolated by race with each race category 

starting a new column adjacent to the previous column.   

          Like the logistic regression used in Chen and Volpe (1998) research study, a multivariate 

ordinary least squares regression analysis with one dependent variable and several independent 

variables was used for the purpose of this research to determine what demographic factors, if 

any, influence financial literacy. The dependent variable was the percentage rate scored on the 

six financial literacy questions. The independent variables were different for each different 

iterations of the regression. The first regression was based on race only. For this model, the four 

racial categories were coded as categorical variables, where Caucasians were the baseline at all 

0’s. Asians were 1, 0 if otherwise, African Americans were 1, 0 if otherwise; Hispanics were 1, 0 

if otherwise.  

 The regression equation for this model was: 

Financial literacy = alpha +b1(Asian) +b2(Black) + b3(Hispanic) 

 For the second regression, additional variables such as age or sex were added. The 

formula for the second regression was: 

Financial literacy = alpha +b1(sex) + b2(Asian) + b3(Black)+ b4(Hispanic) + b5(age) 

 

For the other regression models in the research, additional variables were added as control 

variables, such as financial behavioral question variables. In these regressions, the answers to 

behavioral questions are also coded as categorical variables. The answers to the questions were 

coded as 1 if that answer was chosen, and 0 if otherwise. For example, if the respondent 

indicated that he or she had a student loan, that was coded as 1, or 0 otherwise. 

          The data collected from the survey was further divided into two separate files that 

compared Black/African Americans in the general population and Black/African Americans in 
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Florida State University’s Center for Academic Retention and Advancement (CARE) Program. 

The CARE Program “contributes to the retention and graduation” of first-generation minority 

undergraduate students who have been underrepresented due to lack of socioeconomic and 

educational resources. It was essential for this research study to observe the financial literacy of 

respondents from families with lower income and levels, because prior research has shown that 

respondents from families with higher levels of education and higher income possessed more 

financial knowledge (Lusardi, Mitchell, Curto 2010; Chen, Volpe 1998). 96 respondents were 

Black/African Americans in the CARE Program, and 149 respondents were Black/African 

Americans in the general population. A t-test of means assuming unequal variances was used to 

identify any difference in the percentage of correct responses for the six financial literacy 

questions between the two groups.  

 

IV. Results 

          The findings of Table 1 illustrate the results from the six financial literacy questions 

that were used to assess financial literacy among survey respondents. The table depicts the 

percentage of correct, incorrect, and “do not know” responses for each of the six financial 

literacy questions. 

 

Table 1    

Pattern of Responses %       

  Correct Incorrect  

Do Not 

Know 

Interest Rates 86% 8% 5% 

Inflation 68% 17% 15% 

Risk Diversification 61% 11% 28% 

Bond Prices and Interest Rates 41% 41% 18% 

Compounding interest 39% 45% 16% 

Credit Cards and Interest Rates 57% 34% 9% 
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          The results from the table show that survey respondents had a higher percentage of correct 

responses for the first three financial literacy questions designed Lusardi and Mitchell (2011), 

and they had a lower percentage of correct answers for the next three questions used in the 

FINRA survey (2016) and the Sallie Mae survey (2016). Although, 72% of survey respondents 

answered the first three financial literacy questions relating to interest rates, inflation, and risk 

diversification correctly, only 46% of respondents answered the next three questions correctly, 

which related to bond prices and interest rates, compounding interest, and credit cards and 

interest rates. A possible explanation for respondents scoring a high percentage of correct 

responses on the first three financial literacy questions could be attributed to the questions being 

designed to only measure basic financial knowledge, each question only tested one financial 

concept. Furthermore, as Lusardi and Mitchell explained, the questions only required basic 

mathematical calculations which were related to the concepts being tested (Lusardi, Mitchell 

2011). It can be reasonably inferred that respondents had a lower percentage of questions 

answered correctly for the FINRA and Sallie Mae questions that tested bond prices and interest 

rates and credit cards and interest rates, because these questions were testing the relationship 

between two financial concepts, instead of one, which increased the difficulty of the question. 

Survey respondents had the lowest percentage (39%) of correct responses on the FINRA 

question relating to compounding interest. Moreover, 45% of respondents answered the question 

incorrectly and 16% of respondents indicated that they did not know the answer. This suggests 

that respondents were the least informed about the financial concept of compounding interest and 

the rule of 72.   
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    Table 2 depicts the results of a t-test used to identify the differences in financial literacy 

according to gender and race. The differences in means were expressed as a binary percentage, 

where correct answers were coded as 1 and incorrect answers were coded as 0.       

 

The results from the table show that males demonstrated a higher level of financial knowledge 

than females, as they were more likely to answer the six financial literacy questions correctly. 

The difference in the percentage of correct responses between males and females was 11.5% for 

the interest rate question, 23.1% for the inflation question, 19.3% for the risk diversification 

question, 7.5% for the question that tested the relationship between bond prices and inflation, 

and 18.91% for the compounding interest question. These findings were all statistically 

significant. The only question for which females had a higher percentage than males was the 

credit card and interest rate question; however, this difference was not statistically significant.  

          Table 2 also reveals the differences in financial literacy between different racial 

groups. The Asian population subset was not included in the table because the sample size (37) 

was considerably smaller than the others; therefore, it would be difficult to distinguish if 

accuracy in the differences in means for Asian respondents were statically significant. 

Caucasians were more likely than Black/African Americans to answer the three Lusardi and 



 

 

16 

 

Mitchell (2011) financial literacy questions correctly. The difference in the percentage of correct 

responses for Caucasians and Black/African Americans was 10% percent for the interest rate 

question, 17.8% for the inflation question, and 18% for the risk diversification question. These 

findings were all statistically significant at the .01 level. The only statistical significant finding 

between Caucasians and Hispanics was for the risk diversification question, where the gap in the 

percentage of correct responses was 11.6%. Caucasians were also more likely than Hispanics to 

answer the risk diversification question correctly. This finding was significant at the .05 level. 

Additionally, the only statistical significant difference between Black/African Americans and 

Hispanics was the response to the interest rate question. The difference between the percentage 

of correct and incorrect responses was 7.3%. This was significant at the .1 level. Table 2 also 

shows that there was no statistical difference among Caucasians, Black/African Americans, and 

Hispanics for the two FINRA (2016) questions that related to the relationship between bond 

prices and inflation and compounding interest. There was also no statistical significant difference 

among the racial groups for the Sallie Mae (2016) question that related to credit cards and 

Interest Rates. 

 A t-test of means assuming unequal variances was used to compare the percentage of 

correct responses on the six financial literacy questions for Black/ African American students in 

the general population to the Black/African American students in the FSU CARE Program. The 

results from this t-test indicated that the difference in the percentage of correct responses 

between the Black/African American students in the general population and in the CARE 

Program was 12%. Black/African Americans in the general population were more likely to score 

higher on the six financial literacy questions than Black/African Americans in the CARE 

Program. This finding was significant at the .01 level. This finding was not depicted in a table.  
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          Table 3 represents an Analysis of Variance for the percentage of correct responses on the 

financial literacy questions for the Asian, Black/African American, Hispanic and Caucasian 

respondents. 

 

           For the three Lusardi and Mitchell (2016) questions Caucasians had a higher percentage 

of correct responses than any other racial group. Approximately 92% of all Caucasian 

respondents answered the interest rate question correctly. Approximately 76% percent of 

Caucasians answered the inflation question correctly, and 70% answered the risk diversification 

question correctly. Asians (65%) had the lowest percentage of correct responses for the inflation 

question, Black/African Americans (58%) had the lowest percentage of correct responses for the 

inflation question, and Asians and Black/African Americans (61%) both had the lowest 

percentage of correct responses for the risk diversification question. These results were all 

significant at the .01 level. Consistent with the results from Table 2, the results from Table 3 

showed that there was no statistical significance for the percentage of correct responses among 

the racial groups for the FINRA (2016) questions and the Sallie Mae (2016) question. However, 

Black/ African Americans (43%) had the highest percentage of correct responses for the Bond 

prices and interest rate question, while Asians (29%) had the lowest. For the compounding 



 

 

18 

 

interest question Caucasians (42%) had the highest percentage of correct responses and Asians 

(32%) had the lowest. Finally, for the credit card and interest rate question Asians (64%) had the 

highest percentage of correct responses, and Hispanics (52%) had the lowest.  

              Table 4 depicts the results from an Analysis of Variance for six of the twelve 

behavioral finance questions that were asked on the survey. The scores on these questions 

were based on a Likert Scale from 1-5, with 5 being the preferred response. The valued in the 

table are based on each respondent’s self-perception of the behavioral question being asked.        

 

          The results indicated that Caucasians had the highest perception of financial 

knowledge, followed by Hispanics, Black/African Americans, and then Asians. This is 

consistent with the results from Tables 2 and 3, as Caucasians were more likely to have a 

higher percentage of correct responses on the financial literacy questions than any other 

racial groups. Asians had a score of 2.56 and Black/African Americans had a score of 2.86 

which suggests that these groups were more likely to view themselves as having minimal 

financial knowledge and being uncomfortable making financial decisions. Hispanics had a 

score of 3 and Caucasians had a score of 3.14 suggesting that these groups consider 
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themselves to have an average amount of financial knowledge and they are reasonably 

comfortable with making financial decisions. The findings for perception on financial 

knowledge were statically significant 

          Caucasians had the highest perception of their money management skills, followed by 

Hispanics, Black/African Americans, and then Asians. These findings were also statistically 

significant. There was no statistical significance among each racial group’s perception 

regarding willingness to take risks. On average, all racial groups indicated that they were 

only willing to take on a small amount of risk if they were to invest money. The findings 

from Table 4 illustrated that Caucasians spent the most time thinking about retirement, 

followed by Black/African Americans, Hispanics and then Asians. The average scores on the 

Likert Scale from all racial groups ranged from 1.73 (Asians) to 2.35 (Caucasians). This 

suggests that most respondents indicated that they spent some, but very little time planning 

for retirement because it was too far in the future. Caucasians were more likely than any 

other racial group to indicate that they spent an average amount of time thinking about 

retirement. The findings for retirement planning were statistically significant.  

          The results from Table 4 also demonstrate that Caucasians spent the most amount of 

time planning for the future, followed by Asians, Black/African Americans, and then 

Hispanics. On average Caucasians were likely to plan for the next 1-5 years. These findings 

were also statistically significant. Finally, Hispanics were more likely to acknowledge that 

they have a personal budget, followed by Caucasians, Black/African Americans and then 

Asians. These findings were also statistically significant. 

          Table 5 shows the results of the multivariate OLS regression models used to predict 

levels of financial literacy.  In all models, the dependent variable was the percentage of 
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correct answers a respondent scored on the financial literacy questions.  In displaying the 

results of the regression in Table 5, the t-stat for each variable is listed in parentheses directly 

below the coefficient for that specific variable.  

 

 

Table 5:

OLS Regression with Score on Financial Literacy Exam as Dependent Variable.

In each model, the race of the individual was coded as a categorical variable where Caucasian was the baseline with

each response coded as a 0.  Other races were coded as a 1 for that race, 0 otherwise.  In Model I, the predictor variables

are Race only.  In Model II, the gender and age of the respondent are included.  Women are coded as 1, Men 0. 

In Model III, other control variables were added to the regression.  The control variables are variables related 

to behavariol characteristics, such as whether the respondent has  other types of debt, such as student loans, or credit card debt.

Coefficients are on the top row and t-stats are below in parentheses. 

Variable Model I Model II Model III

Incercept 0.6294 0.5402 0.536

Asian -0.147*** -0.143*** -0.114***

(-3.34) (-3.342) (-3.127)

Black/African-American -0.085*** -0.075*** -0.071***

(-3.90) (-3.49) (-3.195)

Hispanic -0.072** -0.065** -0.065**

(-2.398) (-2.249) (-2.24)

Sex -0.114*** -0.114***

(-5.944) (-5.88)

Age 0.007*** 0.007***

(3.032) (2.90)

Student Loans -0.002

(-0.088)

Credit Card Debt 0.012

(0.47)

Medical Bill -0.046

(-1.22)

Pay Day/Pawn Shop Loan -0.069

(-0.655)

n 677 677 677

Multiple R 0.18 0.308 0.314

Adjusted R-Square 0.03 0.09 0.09
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           In Model I, the predictor variables were race only. As a categorical variable, the 

Caucasian respondents were coded as the baseline (all 0’s), which made their score on the 

financial literacy questions equal to the intercept in the regression equation for Model I. Within 

that model, codes were 1 for a specific race, 0 if otherwise. As Model I demonstrates, the highest 

scores on the literacy questions were those scored by Caucasians, followed by Hispanics, the 

Black/African-Americans, and finally, the Asians. The coefficient for the scores of the Hispanics 

were significant at the .05 level, whereas the coefficients for the Asian and Black/African-

Americans were significant at the .01 level.     

Model II of Table 5 added the variables of sex and age to the regression equation.  

Women were coded as a 1, and men were coded as a 0. The regression results did not change the 

relationship between the coefficients for the race variables, but it did demonstrate that both sex 

and age had a significant influence on the final score. On average, women scored 11.4% below 

men on the financial literacy questions, which is consistent with the t-test of means, 

demonstrated in Table 2. Age was also significant. As respondents’ age increased, they scored 

higher on the financial literacy questions.  Each coefficient for sex and age were significant at 

the .01 level.  

 Model III of the Table 5 added control variables for debt obligations. In addition to race, 

sex, and age, the control variables were student loans, credit card debt, medical bills, and pay 

day/pawn shop loans. These control variables were used to determine if these types of financial 

transactions had any influence on the financial literacy of the respondents. For this model, the 

intercept was close to that of Model II, as was the Multiple R, and the Adjusted R Square.  

Furthermore, the coefficients for the race, sex and age variables were similar to those of Model 

II, and none of the four additional variables had any statistically significant influence on the 
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financial literacy score.  This would indicate that the presence of student loans, credit card debt, 

medical bills or pay day/pawn shop loans did not influence the outcome of the financial literacy 

scores.   
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Table 5,  Continued:

OLS Regression with Score on Financial Literacy Exam as Dependent Variable.

In each model, the race of the individual was coded as a categorical variable where Caucasian was the baseline with

each response coded as a 0.  Other races were coded as a 1 for that race, 0 otherwise.  

The variable for sex was coded as 1 for women and 0 for men.  

The control variables for Model IV are the highest level of education that the respondent has achieved.

The control variables for Model V are behavioral characteristics indicating where the respondent gained their financial knowledge. 

Coefficients are on the top row and t-stats are below in parentheses. 

Variable Model IV Model V

Incercept 0.506 0.473

Asian -0.135*** -0.135***

(-3.167) (-3.222)

Black/African-American -0.067*** -0.072***

(-3.10) (-3.25)

Hispanic -0.067** -0.052*

(-2.313) (-1.822)

Sex -0.113*** -0.098***

(-5.924) (-5.088)

Age 0.007*** 0.008***

(2.723) (3.256)

High School -0.02

(-0.827)

Associate Degree 0.06**

(2.273)

College Undergraduate Degree -0.038

(-1.046)

College Graduate Degree 0.113

(1.05)

Undergraduate Degree in Progress 0.0588**

(2.24)

Family Member 0.001

(0.064)

Spouse/Partner -0.045

(-1.163)

Friends -0.041

(-1.757)

Financial Advisor 0.006

(0.218)

Community Program 0.007

(0.156)

Online Services Through Bank 0.063

(1.762)

In High School Class 0.055**

(2.31)

In a College Class 0.088***

(4.475)

n 677 677

Multiple R 0.35 0.386

Adjusted R-Square 0.11 0.132
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In Model IV educational levels were added to the regression, with educational levels self-

identified as having a high school degree, an associate degree from a community college, an 

undergraduate degree, an undergraduate degree in progress and a graduate degree. Again, as in 

Models I, II, and III, there were minimal changes in the coefficients regarding race, and no 

change in the level of significance for each racial group. The model findings were that high 

school, college undergraduate degree, and college graduate degree had no influence on the 

financial literacy scores; however, having an associate degree, or having an undergraduate 

degree in progress was positive and significant at the .05 level. This would indicate that 

education has an influence on financial literacy.   

Finally, Model V adds the self-identified variable of how or where the respondents 

obtained their financial knowledge.  For example, did the respondent receive knowledge from a 

family member, from a spouse or partner, friends, or a financial advisor? As with the four 

previous versions of this regression, there were only minor changes in the coefficients that 

related to the race of the respondent, with the exception of the level of significance for Hispanics. 

The level of significance for the Hispanic coefficient dropped to .1 from .05. This model 

demonstrates that financial literacy obtained from a high school class or a college class, was 

significant at the .05 and .01 level, respectively.  The data show that the respondents did not 

obtain a significant level of financial knowledge from family members, financial advisors, 

community programs or services provided by banks.  The data also show that spouses/partners, 

and friends had a negative influence on financial literacy, although the t-stats were low, and the 

p-values were insignificant. The primary finding from Model V is consistent with Model IV in 

demonstrating the influence of education on the financial literacy of the respondents. Both 

models independently observed education’s positive influence on financial literacy.   
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To summarize the regressions presented in Table 5, race, sex, and age had an influence 

on financial literacy as demonstrated in each regression model. Concerning race only, 

Caucasians scored the highest on the financial literacy questions, followed by Hispanics, then 

Black/African-American, and finally, Asians. Concerning sex and age, women scored much 

worse throughout the survey, and as respondents’ age increased, their financial literacy score 

improved. The models also showed that having a loan of any kind did not influence the financial 

literacy scores; however, higher education had a positive effect on the scores.   

 

V. Limitations and Directions for Further Study 

            There are expected theoretical limitation in this study. For instance, the data collected 

from this study is subject to bias. Survey respondents are expected to be pursuing a higher 

education at a post-secondary institution, such as a four-year university or a community college. 

This limitation is significant because studies have demonstrated that higher levels of education 

strongly correlate with higher levels of financial literacy (Chen and Volpe 1998). Furthermore, 

one of the findings from this research study indicated that respondents who pursued higher 

education were likely to have a higher percentage of correct responses for the six financial 

literacy questions tested in this study. The expected sample size of Asian respondents in this 

research study is another limiting factor. Of the 681 survey participants in the study, only 37 

responses were from Asian participants. This small sample size of Asian respondents may have 

skewed the statistical significance of some of the findings in the survey. The number of questions 

asked in the survey is also considered to be a limitation of the study. It is expected that 

participants will become weary of long surveys with numerous questions; therefore, to ensure 

that surveys are completed to the best of the participants’ abilities, the survey only consisted of 
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twenty-two questions. Given that financial literacy encompasses various, and often complex 

concepts, the determination of a respondent’s true financial literacy based solely on six 

financially literacy questions and twelve behavioral finance questions is naturally limited. Lastly, 

there is a possibility that some participants will not be forthright in their answers, or they may 

guess if they do not understand the questions. 

         Research studies conducted in the future should examine the financial literacy of high 

school seniors compared to college students. High school respondents should be tested on the six 

financial literacy questions used in this study to assess financial literacy. Additionally, in future 

studies, the sample size of the Asian population should be increased in order to have a more 

accurate comparative base for all racial groups analyzed in the study. The findings from this 

study demonstrated that women possessed less financial knowledge than men. Moreover, 

Caucasians demonstrated the highest level of financial literacy followed by Hispanics, 

Black/African Americans, and then Asians. Future research studies should aim to explain the 

factors that contribute to different levels of financial literacy among different racial groups and 

genders.  

 

VI. Conclusion  

           This study surveyed 680 students from Florida State University and Florida Agriculture 

and Mechanical University to determine millennials’ financial preparedness across racial groups. 

The findings indicated that there is a cause for concern regarding the state of financial literacy 

among millennials. Only 59% of survey respondents were able to answer all six financial literacy 

questions correctly. Moreover, 72% answered the three questions on interest rates, inflation and 

risk diversification correctly. Only 46% of respondents answered the questions regarding bond 
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prices and interest rates, compounding interest, and credit cards and interest rates correctly. The 

significantly lower scores on the FINRA (2016) and Sallie Mae (2016) questions indicates that 

respondents failed to understand the relationship between two financial concepts. These results 

indicate that millennials possess an inadequate level of financial knowledge, which is consistent 

with the prior research studies (Lusardi, Mitchell, Curto 2010; Chen, Volpe 1998).  

          The findings also demonstrated that financial knowledge varied across different racial 

groups, with Caucasians, possessing more financial knowledge, followed by Hispanics, 

Blacks/African Americans, and then Asians. Therefore, the null hypothesis of this research, 茎待┺ Millennials are financially prepared across racial and ethnic groups, was rejected and the 

alternative hypothesis, 茎怠┺ Millennials are not financially prepared across racial and ethnic 

groups, was accepted. Caucasians had a higher percentage of correct responses for the six 

financial literacy questions than any other racial group. This finding supports previous research 

studies conducted. (Lusardi, Mitchel, Curto 2010).  

          Although this research study focuses on financial preparedness across racial groups, it was 

significant to note the difference in financial preparedness across gender lines. In accordance 

with other research studies (Lusardi, Mitchel, Curto 2010; Lusardi, Mitchell 2011), the results of 

this research showed that women possess significantly less financial knowledge than men. In 

fact, women scored 11.4% below men on the financial literacy questions.  

           Respondents from a less advantaged socio-economic background displayed lower levels 

of financial literacy, as indicate by the comparison of Black/African Americans in the general 

population and Black/African Americans in Florida State University’s CARE Program. 

Black/African Americans from the CARE Program scored 12% less than Black/African 

Americans in the general population. 
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         The findings of this research study also indicated that as the age and the educational level 

of respondents increased, the scores for the financial literacy questions also increased. Regarding 

the minimal financial knowledge that millennials possess, respondents acknowledged that they 

received most of their information on financial preparedness from a high school or college class. 

          Millennials lack financial literacy. Furthermore, given that the levels of financial 

preparedness differ significantly among racial groups, gender lines and economic background, it 

is necessary for policy makers and university administrators to develop financial literacy 

programs. Moreover, it is crucial to implement financial literacy programs that specifically target 

minority racial groups and women in colleges and universities. A lack of financial literacy can 

cause millennials to fall victim to, and be targeted by unethical businesses, which could cause 

them to make uninformed and costly financial decisions. Over time, the government could bear 

the cost of millennials not being financially literate, if their financial decisions cause them to be 

dependent on government assistance programs (Lusardi, Mitchel 2011). Increasing the level of 

financial literacy of millennials, especially among those who are the most financially vulnerable, 

is crucial for the future success of this generation.  

 

 

 

 

 

VII. Appendix 

This is a survey to gather data for an honors thesis by a Florida State University student.  All 
survey responses are confidential and will be used in the statistical analysis portion of the thesis.   
 

1. Male ____ Female ____ 
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2. Race: 

a. Asian 
b. Black/African American 
c. Hispanic 
d. Caucasian 
 
 

3. Age ____ 
    

4. Educational level: 
a. High school graduate 
b. Technical school certificate 
c. College undergraduate degree 
d. College graduate degree 
e. Undergraduate degree in progress 
f. Graduate degree in progress 

 
5. Suppose you have $100 in a savings account earning 2 percent per year.  After five years, 

how much would you have? 
a. More than $102 
b. Exactly $102 
c. Less than $102 
d. Don’t know 

 
6. Imagine that the interest rate on your savings account is 1 percent a year and inflation is 2 

percent a year.  After one year, would the money in the account buy more than it does 
today, exactly the same or less than today? 

a. More 
b. Same 
c. Less 
d. Don’t know 

 
7. True or false.  Buying a single company’s stock usually provides a safer return than a 

stock mutual fund. 
a. True 
b. False 
c. Don’t know 

 
8. If interest rates rise, what will typically happen to bond prices?  Rise, fall, stay the same, 

or is there no relationship? 
a. Rise 
b. Fall 
c. Stay the same 
d. No relationship 
e. Don’t know 
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9. Suppose you owe $1,000 on a loan and the interest rate you are charged is 20% per year 

compounded annually.  If you didn’t pay anything off, at this interest rate, how many 
years would it take for the amount you owe to double? 

a. Less than two years 
b. 2 to 4 years 
c. 5-9 years 
d. 10 or more years 
e. Don’t know 

  
10. Assuming the following individuals have the same credit card with the same interest rate, 

which will pay the most in interest on their credit card purchases over time? 
a. Joe, who makes the minimum payment on his credit card bill every month. 
b. Jane, who pays the balance on her credit card in full every month. 
c. Joyce, who sometimes pays the minimum, sometimes pays less than the 

minimum, and missed one payment on her credit card bill. 
d. All of them will pay the same amount in interest over time. 
e. Not sure. 

 
 

11. Which of the following best describes your level of concern regarding your credit card 
debt? 

a. I don’t worry about credit card debt as I don’t have a credit card or I pay the 
balance in full each billing cycle. 

b. I worry a little about my credit card debt, however, I don’t let it consume my day. 
c. I don’t mind having some credit card debt, it is a part of life. 
d. I am concerned about credit card debt as I will probably have some credit card 

debt for the rest of my life 
e. I am extremely worried that I have too much credit card debt.  

 
12. If a financial emergency were to occur, such as an unexpected car repair expense, how 

much money would be immediately available to pay for this emergency, without help 
from friends or family? 

a. $0.00 to $100.00 
b. $100.00 to $200.00 
c. $200.00 to $300.00 
d. $300.00 to $400.00 
e. $400.00 to $500.00 

 
 

13. If you have a student loan, what is the approximate balance on that loan? 
a. Don’t have a student loan. 
b. Under $5,000 
c. Between $5,000 and $15,000 
d. Over $15,000 
e. Don’t know balance of the loan.  



 

 

31 

 

 
14. How many times over the last year have you been late in paying a monthly bill, such as 

your utility payment, or your rent/mortgage payment or phone bill?   
a. None. Pay all bills on time or before due date 
b. Once. 
c. Twice 
d. Three times 
e. Four or more times 

 
15. Concerning personal budget, would you say: 

a. Yes, I have a personal budget and follow it consistently and diligently  
b. Yes, I have a personal budget, but only follow it occasionally  
c. Yes, but don’t pay much attention to it 
d. No, but understand the need for one 
e. No, and don’t plan on establishing a budget 

 
16. When planning for the future, what time frame is the most important to you? 

a. Next few months 
b. The next year 
c. The next few years 
d. The next 5 to 10 years 
e. Longer than 10 years. 

  
17. If you were to invest money, how willing are you to take risks? 

a. An average amount of risk 
b. An above average amount of risk 
c. Small amount of risk 
d. Not willing to take on risks at all 
e. Willing to take on substantial amounts of risk 

 
 

18. How would you assess your financial knowledge and comfort in making financial 
decisions? 

a. I have no financial knowledge and am very uncomfortable in making financial 
decisions. 

b. I have minimal financial knowledge but not comfortable making financial 
decisions  

c. I consider myself to have average knowledge and reasonably comfortable making 
financial decisions 

d. I have above average financial knowledge and am very comfortable making 
financial decisions 

e. I am very comfortable making financial decisions and people often seek my 
advice.  
 

19. How would you rate your money management skills? 
a. Excellent 
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b. Good 
c. Average 
d. Not very good 
e. Terrible.  Money management is not in my skill set.  

 
20. Do you currently have any of the following type of loan/debt? (select all that apply) 

a. Student loan 
b. Auto loan 
c. Credit card debt 
d. Medical bill 
e. Pay day loan/Pawn shop loan 
f. None of the above 

 
21. How did you learn about managing your finances?  (select all that apply) 

a. Family members 
b. Spouse/partner 
c. Friends 
d. Financial advisor 
e. Community program 
f. Online services through bank 
g. In a high school class 
h. In a college class 
i. None of the above 

 
22. How much time do you spend thinking about retirement? 

a. I don’t spend any time thinking about retirement 
b. Some, but very little. That is way too far in the future 
c. An average amount of time for someone of my age. 
d. I would say more than an average amount compared to my peers 
e. I spend a lot of time worried about retirement as I want to be comfortable in my 

golden years.   
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