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Context: limited levels of financial inclusion as measured by the use of formal bank
accounts.
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Survey

World Bank Survey on Financial Inclusion and Capability in the
Philippines in collaboration with the Bangko Sentral ng
Pilipinas

Date of survey: February-September 2014
Sample: 3000 adults
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Does your household ever have any money left over after
you have paid for food and other necessary items?

Money left over,
save but NO
account, 23%

No money
left over
49%

Money left over,
save & have an

account, 25% Money left over but do

not save, 3%

94% of those who report that they have money left over or about 20 million adults,
say that they save.
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What are the characteristics of those who save but do not have accounts in
formal financial institutions?

20% of formal employees that Nearly 60% of those without
report saving do not have accounts earn more than
accounts PhP10,000
Have account 16 8 58 18 Have account 13 30 46 12

No account 38
No account 11 53 16

Less than Php 10,000 PhP 10,000-20,000
formal minformal m self employed ® not work PhP 20,000-50,000 More than PhP 50,000

More than a half of those without accounts are men, and live in rural area

Have account 34 66 Have account 65 35
No accoun@ 48 No account 43 @
Rural = Urban Female © Male
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23 million adult Filipinos or 55% report that their households run out of money for
food and other necessary items.

Does your household ever run
short of money for food or other
necessary items? (%)
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Borrowing in relation to income
(% of adults)
Less than one
month of income,
15

2 - 12 months
of income, 9

More than 12
months of
income, 28
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Filipinos are more likely to use informal credit and saving services than formal
financial services...

Financial products used (% of adults, multiple options possible)

informal credit IS 38
informal savings IS 34

insurance(car, property) IS 24

insurance (health, life) I 17
Investments (shares,... IS 17
formal savings N 17

mobile fs N 16

money transfer N 15

private pension IS 15

microcredit N 13

debit card
formal credit
credit card

mortgage
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Use of credit products: informal, formal ~ Use of savings products: informal
and micro and formal
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Why does your household run out of money?

Share seponding Yes W Top 75% by income WM Bott om 25% by income
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Majority (59%) of Filipinos report that they plan how they will spend the money
they receive

When your household receives money, do you plan how it will
be used? (% of adults)

es someti mes
22
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Those who budget are more likely to have money left over and save, less likely to
buy things beyond their means and borrow beyond capacity

Probability of : if budget

Buying things 12%
that can't aff ord

Overborrowing _59%

Having money

left aft er paying
for food and

basic necessiti es

9%
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Capability questions

The survey asks a set of questions testing ability to conduct basic
calculations such as division and percentage and estimation of simple and
compound interest and inflation through multiple choice questions
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As in many other countries, familiarity with basic financial concepts is limited. Only a half
of respondents or less were able to correctly answer questions on interest rates and
compare returns under varying scenarios

Share of respondents providing correct answers (%)
Simple division I 73%
Simple interest N 51%
Purpose of insurance N 49%
Infl ati on calculati o 49%
Risk and return I 33%
Compare bargain N 31%
Risk diversifi cati on N 30%
Compound interest I 30%
Infl ati on impact on price N 28%
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Those who have good understanding of financial concepts (score high on
financial capability questions) are more likely to have money left over and save,
less likely to buy things beyond their means and borrow beyond capacity

Probability of : if fi nancially literate

Buying things 224%
that can't aff ord

Overborrowing -11%

Having money

left aft er paying 20%
for food and

basic necessiti es
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Summary

* The first financial capability and inclusion survey provides a useful
baseline on financial behavior of Filipinos

« Majority of Filipinos plan their expenditures and budget their finances
« Many rely on informal financial services

« Those who budget their finances and have better understanding of
financial concepts are more likely to save, less likely to buy items they
cannot afford and less likely to borrow beyond their means

« Access to financial services in the Philippines is expanding and as
products become more complex, the focus on financial education and
capability is important

« The National Financial Inclusion Strategy launched in the Philippines in
2015 provides an important direction for the financial services and their
consumers.
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