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Objectives

* intoduce the concept of financial health

* present the scorecard for measuring financial
health developed by MFC

e provide links to the tools and metrics for
assessing financial health



Financial health means that an individual’s day-
to-day financial system functions well and
increases the likelihood of long-term financial
resilience and opportunity.

 There are three dimensions of financial health:
— day-to day management
— resilience to weather up and down
— long-term perspective



The concept was developed by Center for Financial
Services Innovation (CFSI) in the US to:

e provide financial services industry with insights
into the financial lives of the population

* increase understanding of the interplay among
indicators of financial health, consumers’ use of a
range of financial products and services, and
consumers’ attitudes and preferences.



* |n ECA, the concept was further adapted
by Microfinance Centre (MFC) to the
context of Europe and Central Asia




Financial health dimensions

There are three dimensions of financial health:

In the short-term: balancing income and
expenses, being able to generate income
surpluses, to timely pay all bills and dues and
to prudently manage the household budget

It is important to have resilience and be able
to absorb shocks, that is have a safety
cushion and be insured.

In the long-term: having sufficient resources
to finance personal development, the
improvement of the quality of life and to
save for the retirement.



Financial health scorecard

 MFC has developed a tool for assessing
financial health which can be used by
financial institutions to work with their
clients but also with the staff

 The tool can be used for self-assessment or
be incorporated in the client assessment
process
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Financial health scorecard

SELF-ASSESSMENT OF FINANCIAL HEALTH = _cempes.

MRS CiNT R

Please take a few minutes to answer the questions below to find out about the financial health
of your family in three domains: day-to-day management, resilience to weather ups and downs

and long-term perspective.

Check how many points you score and what it says about your financial well-being.

DAY-TO-DAY MANAGEMENT

100 points 75 points 50 points 25 points 0 points
Does your family usually have any money left at
the end of the month after covering the lving 0% or less of the
expenses? O overatof thencoms | O 21-30% oftheincome | @ 11-20% of the Income Income =) Mane & al
We are overdue for 1

: = - - e, allour bills are pakl month on &t least one ‘W are owardua for 2-3 We are overdue for 4-6 'We are overdue Tor more|
Does your family pay all the bills on time? o0 fima ot o Mon B

] e, we plan all
Does your family plan the expenses on a regular axpansas, larpe and We plan only major Wi plan but not evary W try to but In fact we Mo, wa dom't pian the
basis? small. BpanEes Qa manth O plan wery rarely O mpenses at &l

Ii your familty plans the expenses, how clossly do
wyou follow it?

We Shways shiok 1o It and
oo Nt exceed the planned

a axpansas.

We iy 1o stick 1o 1t bul not|
Q  mways succesd.

We dan't plan the
SEpanIes.

Someons eisa n the

- - | teel luly ncontral of the | 1 feel rather in contral of 12mily I responsibiz for | feel somawnat out of I 1eai completely out of
Hm&”ﬁ’”" cantral of your finandial matters do fnzncizl matters of my Ihe financisl matters of | te financial maters of contral of the fnancial contral of e financal
you et Q tamily. o my famiy s] tamilly m‘ O matters ofthatamily | O matters of the famity,

NOW PLEASE ADD UP YOUR POINTS
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|+




Financial health scorecard

RESILIENCE TO WEATHER UPS AND DOWNS

100 points 75 points 50 points 25 points 0 points
. . W have savings equal 1o W have sawings equal
Does your family have enough savings to cover W have savings egual Wea have savings equal io Mo, we do not have any
emergenty expenses? © mﬂnﬁmm c'm&-ﬁmmummm © 1-3 monthly incomes © ltouptoone monthly savings at all

‘Wiould you be able to come up with 500 Eurg if

Yes, | could use my

iag, | could bomow Trom

¥es, | could use tha

Yee, | could take aguick

Mo, I'would not b= able

o] O aiamily member or & O owerdrafl on my bank ©  loan from a financial O locome upwilth ED0
an unexpectzd nead arose next week? BEINGE. mend. ACCOurt of & CredE car. Instiuticn, Eura next waek,
I . . . We currenily da not have
your family repays any credits to a financial or ur InstEliments ans Credit instzlments &re Credit instaiments are Credi instaliments are Credi Insigiments
instibutions, how lange are the monthly beiow 10% of our mont ©) between 10% and 20°% | ) between 21% and 30% of | © bebween 1 and 40% | O  ewmceed 4086 of our
instalments? o ¥ aof our fotal Income. our mantly Income of aur manthly Income. monthly income
Is the property (apartment or house) that you o‘r‘as,mmart.mm R R R Gmmmamm&
inhabit insured against damages? ks Insurad k5 mat Insured
Dioes the main income eamer in your family hold Yes, the ife of the main h:'llﬂ'ﬂ!'l'&tl'lmrﬂ“:'l
a life insuranca? 9 incorme eamer is Insured B - - o mne-mammm B
NOW PLEASE ADD UP YOUR POINTS | [ +] | +] | +] [=] |B
100 points 75 points 50 points 25 points 0 points
‘When you plan the finances of your family, which S
of the ime perspectives is the most important for| O Several years o] O year o Up o & months s One month [e] E'“ pian eur
you? ]
) O Yes, we regularly save for Yag, wa save for Mo, we don't seve for
Do you save for retirement? Ihe retrement. - © rabrement but imagulzry. - o relirament.
How confidant do you feel that you will hawe o ~ ~
h 1o five when retired? | am fully confident. o | am somewhal conddent. a | am neat condident &t &l
. . - I wouid be wiling io nisk in | would b willing 1o taks
Whatlslhalmralufn_akfu_lmuldtemlllngb} a o get nigner ~ O some fisk oul oy to 3 ~ o | would mot be willing to
take when saving or investing? TENETE. limitad extan ake any nsks.
‘W do not heve problems W have ino much delt
Which of the fallowing best describes your o with timety dest R R R a right now and wa hawe or
current debt pasition of your household? repayment or wea da not may have aifficulty
have any dedts. paying It off
NOW PLEASE ADD UP YOUR POINTS | [+ | |+ | |+ | [= | C

NOW, PLEASE ADD THE POINTS: A+B+C THE TOTAL SCORE IN ALL THREE DOMAINS (A+B+C) IS:




How does it work?

* 5 questions in each dimension

e Measurement scale from 0 to 100 with five
categories

 Sub-scores calculated for each dimension
plus the overall score
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Benefits

e Clients:

— useful for assessing the overall financial condition
of the client, not only his/her repayment capacity

— guidance for the MFI on other areas of work with
the client (counseling, education, referral to other
service providers, etc)

— guidance for the clients in identifying weak areas

e Staff:

— useful for the MFI staff to raise awareness of their
own deficiencies



Questions for each dimension

Dimension 1 — Day-to-Day Management

* Does your family usually have any money left at the
end of the month after covering the living expenses?

* Does your family pay all the bills on time?

* Does your family plan the expenses on a regular basis?

* |f your family plans the expenses, how closely do you
follow it?

 How much in control of your financial matters do you
feel?
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Questions for each dimension

Dimension 1 — Day-to-Day Management

Does your family usually have any money
left at the end of the month after
covering the living expenses?

You should be able to save more than
10% of the monthly income.

You should not be overdue for more
than 1 month on any of the bills.

Does your family plan the expenses on a [You should plan the expenses every
regular basis? month.

You should follow the spending plan as
iclosely as possible and, if necessary,
adjust it.

Does your family pay all the bills on time?

If your family plans the expenses, how
closely do you follow it?

How much in control of your financial You should feel in control of the
matters do you feel? financial matters of the family.
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Questions for each dimension

Dimension 2 — Resilience

e Does your family have enough savings to cover
emergency expenses?

 Would you be able to come up with 500 Euro if an
unexpected need arose next week?

 |f your family repays any credits to a financial
institutions, how large are the monthly installments?

* |s the property (apartment or house) that you inhabit
insured against damages?

 Does the main income earner in your family hold a life
insurance?



Questions for each dimension

Dimension 2 — Resilience

Does your family have enough savings to
cover emergency expenses?

You should have savings equal to at least
3 monthly incomes of the household.

Would you be able to come up with 500

You should be able to raise 500 Euro

Euro if an unexpected need arose next
week?

’either from your savings or borrow
interest-free.

If your family repays any credits to a
financial institutions, how large are the
monthly installments?

Your monthly credit installments should
not exceed 30% of your gross monthly
income.

Is the property (apartment or house) that
you inhabit insured against damages?

The apartment/house you inhabit
should be insured.

Does the main income earner in your
family hold a life insurance?

The life of the main income earner in
your household should be insured.




Questions for each dimension

Dimension 3 — Long-Term Perspective

 When you plan the finances of your family, which of the time
perspectives is the most important for you?

Do you save for retirement?

 How confident do you feel that you will have enough money to
live when retired?

 What s the level of risk you would be willing to take when
saving or investing?

 Which of the following best describes your current debt position
of your household?

— We do not have problems with timely debt repayment or we do not
have any debts.

— We have too much debt right now and we have or may have difficulty
paying it off



Questions for each dimension

Dimension 3 — Long-Term Perspective

When you plan the finances of your
family, which of the time perspectives is
the most important for you?

Your financial plans should be prepared
\with a one-year perspective.

Do you save for retirement?

You should save for retirement.

How confident do you feel that you will
have enough money to live when retired?

You should feel confident of the sources
’of income when you reach the
retirement age.

What is the level of risk you would be
willing to take when saving or investing?

You would be willing to take some risk in
’order to get higher returns on savings or
investments.

Which of the following best describes
your current debt position of your
household?

You should not feel burdened with
debts.




DAY-TO-DAY MANAGEMENT

00 points 75 poinis 50 poinis 75 points 0 poinis
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RESILIENCE TO WEATHER UPS AND DOWNS

100 points 75 points 50 points 25 points 0 points
. ; We have savings equal to . . We have savings equal
Dioes your family have enough savings o cover ; We have savings equal Wa have savings equal o Mo, we do not have any
amargency axpensas’? @ :m 0 to 4-6 monthly incomes. @ 1-3 monthly incomes 0t l-l:-ﬁ:xm ¥ o Eavings at all.

Would you ba able o come up with 500 Euro if

o Yea, | could use my

Yes, | could bomow from

Yes, | could use the

Yes, | could take a quick

Mo, | would not be able

. 3 & tamily member or & & owverdraft on my bank 3 loan from a financial 0 to come upwith 500
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LONG-TERM PERSPECTIVE

100 points 75 points 50 points 25 points 0 points
Whean you plan the finances of your family, which We dant
of the time perspeciives is the most impertant for | © Several years o One year o Up to & manths (o] One month o) ai plan our
you? )

. O ‘fes, we regularly save for - Yes, we save for - Mo, we don't save for
Da you save for refirement? the retirement. O refirement but imagulary. o refirement.
How confident do you feal that you will have
o h maney ta live when ratirad? o I am fully confident. - o | am somewhat confident. - O | am not conident at all.
What is the level of risk you would be willng fo |, ™5 Sbe i Fekn ) o e ) o 1woul ot bewiling o
take when saving or investing? iy limited extent. take any risks.
We do not hawve problems. We have too much debt

Which of the following best describas your with timely debt right now and we have or
current debt position of your household? o repayment or we do not - - - o] may have difficulty

hawe any debis. paying it off

NOW PLEASE ADD UP YOUR POINTS + + + =

NOW, PLEASE ADD THE POINTS: A+B+C THE TOTAL SCORE IN ALL THREE DOMAINS (A+B+C) IS:




Questions for each dimension

Score Description
VULNERABLE 0-500 Your financial health is very weak.
; You should score at least 250 points in each of the three

domains.
Check in which of the domains you scored the lowest
number of points.

COPING 501-1,000 Your family is not yet fully healthy, you manage to cope
with your finance but not in all aspects of it.
You should score at least 250 points in each of the three
domains.
Check in which of the domains you scored the lowest
number of points.

1,001-1,500

Your financial health is very good.

But check if you score equally well in all three domains.




How to conduct the

assessment?

* Distribute paper copies of the questionnaire

e Use the on-line tool

Financial health check % ool
& o C | @ s ttool, ite/indexphpir J Wy |k @ e O :
it Aplikacje [0 Radio [ SME Accessto financ: [#] SME Data and surve,- [l SME Data on access ¢ | [ Inne zakiadki
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Question 1/ 15

Does your family usually have any money left at the
end of the month after covering your living

expenses?
@ () @ (<) (2]
None at all Less than 10% of the income 11-20% of the income 21-30% of the income Over 30% of the income

Next question »

Online Assessment Tool part of Easy LMS

" Reasearch-Financi...pdf | "L Research-Fin-Heal..pdf A | " Financial-heafth-sc...pdf A | Pokaz wszystkie X
>
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Resources

Resources available at the MFC web site:

* On-line self-assessment

() Financial Health | The M x g

e e

 Scorecard

 Score interpretation

e Benchmarks

& - [G) mic.org.pl/financial-health-2/

e@w|lkd G O

Aplikacje [Bg Radio g SME Access tofinanc: [ SME Data and surve)  [M] SME Data on access ¢

|| Inne zakladki

Financial Health

Financial health is the condition in which a household effectively manages its income and
expenses, is resilient to financial shocks and plans its financial future with the long-term
perspective.

In the short-term, it is important to balance
' income and expenses and be able to generate
income surpluses, to timely pay all bills and
dues and prudently manage the household
budget. Apart from the day-to-day
_a management, it is important to have
2 resilience and be able to absorb shocks, that
—-— ;3 is have a safety cushion and be insured. In the
— long-term perspective, financially healthy
household should have sufficient resources to
finance personal development, the improvement of the quality of life and plan for the
retirement. The concept of financial health was developed in the United States by the Center
for Financial Services Innovation (CFSI) and was adapted by Microfinance Centre (MFC) to the
context of the European countries, The MFC work on financial health has been supparted by
the Metlife Foundation.
Check your financial health here
Use the “Self-Asssessment of Financial Health Tool” to work with your clients:
« Scorecard

+ score interpretation
« Benchmarks

Read the article about financial health of the househalds in Poland here
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