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Executive Summary

. ____________________________________________________________________________________________________________________________________|
In the wake of the Covid-19 pandemic, many countries have begun to pay attention to measuring
the extent of families’ ability to manage their financial affairs and their ability to withstand
economic and financial crises that have an impact on their income. Therefore, the result of this
measurement is used by decision makers to influence the financial consumer behavior and urge
him/ her to adopt a saving culture to be able to face any future fluctuations that could affect
families’ income.

The financial health of the Jordanian citizen was measured in accordance with best international
practices, to determine the citizen’s ability to manage his/ her financial affairs and ensure his/ her
financial health, as the results of the financial health survey, which was implemented in August
2022, show an improvement in the level of financial health in the Kingdom compared to the results
shown by the outcomes of last year’s survey, as all financial health indicators of the Jordanian
citizens improved for the year 2022 compared to 2021. This could be attributed to the improvement
in the financial conditions of citizens and their adaptation to the circumstances resulting from the
pandemic and the return of some employees to their jobs or obtaining their full financial dues and
their financial recovery after there were some interruptions in citizens’ income sources during the
pandemic.

The results also showed an increase in women’s participation in filling out the survey compared
to men’s participation in 2022 compared to 2021, as the women’s participation ratio during 2022
reached about 25% compared to 14% last year.

The following is a comparison of the most prominent financial health indicators during the years
2021 and 2022:

Financial Health Indicators

2021 2022 Percentage Change
Spending 33% 41% 24%
Saving 39% 42% 8%
Borrowing 40% 49% 23%
Planning 39% 42% 8%
Average Financial Health Score 38% 44% 16%
Financially Healthy Individuals 5.7% 7.1% 25.3%
Financially Coping Individuals 36.9% 48.3% 30.9%
Financially Vulnerable Individuals 57.4% 44.6% -22.4%




Introduction

Financial Health/Well-being is defined as the extent to which an individual (or family) is able to
manage his/ her (their) financial obligations and his/ her (their) confidence in his/ her (their)
financial future.

The elements that make up an individual's financial health are as follows?:

*Smooth short-term finances to meet financial obligations
Ly oLy and consumption needs
Resilience »Capacity to absorb and recover from financial shocks

+On track to reach future goals

Confidence *Feeling secure and in control of finances

Enhancing financial health requires enhancing individuals’ ability to mobilize and maintain
savings. It also requires improving society’s ability to provide reliable safety nets against all
shocks. Decision makers in the financial sector can pay attention to financial health by focusing
on many areas such as financial inclusion and consumer protection, financial capacity, raising the
level of financial awareness, and macroeconomic aspects, including financial system stability.

Enhancing financial inclusion and access to financial products and services and their proper use in
a way that serves the interests of individuals contributes importantly to financial health, and
achieving effective protection for the financial consumer contributes to financial health and
financial resilience, especially in light of the difficult financial circumstances following the
Covid-19 pandemic?. In addition, financial literacy is considered essential for dealing with
financial shocks and promoting behaviors that support financial resilience in terms of budgeting,
saving, safe use of credit, and developing risk management strategies. Individuals also need
sufficient knowledge, skills, and attitudes to develop budget strategies, avoid excessive
indebtedness, financial planning, anticipating future needs, and unexpected expenses, choosing
insurance and credit according to their needs and circumstances, and diversifying investments in
order to avoid losing resources in the face of any possible negative circumstances. Increasing
financial awareness and literacy also contributes to avoiding falling victim to financial fraud in the
presence of an appropriate framework to protect the financial consumer.

! Based on: “Financial Health: An Introduction for Financial Sector Policymakers” document published by UNSGSA Financial
Health Working Group” in September 2021.

2 The topic of financial health has been taken into consideration in the review of the Financial Consumer Protection Principles
expected to be issued by the OECD, as financial health has been added as one of the cross- cutting themes that is relevant to all
principles.



The first step to start measuring and monitoring the level of financial health is to measure the
financial health of families to determine the current level (baseline), highlight the aspects in which
individuals are at risk, and continue measuring it on a regular basis (annually) to follow progress
and conduct the necessary analyzes to monitor the condition of financial consumers and identify
potential risks.

In this regard, the Financial Consumer Protection Department at the Central Bank of Jordan (CBJ)
re-implemented a market study to measure the financial health of individuals during the year 2022
for the second time in a row, in accordance with one of the best international practices in this field,
electronically through the CBJ’s Facebook page. This report shows the characteristics of the study
sample and the results reached. It also expresses the level of development of financial health in
Jordan over time, the extent of change in financial health indicators and levels, and the impact of
financial literacy and awareness programs on it in the medium and long terms.

The results of the market study that was carried out to estimate the level of financial health of the
Jordanian citizen, in general, showed an improvement in the performance of the Jordanian citizen
in 2022 compared to 2021, which could be attributed to the improvement of the financial
conditions of the citizens and their adaptation to the conditions that resulted from the pandemic
and the return of some employees to their jobs or receiving their full financial dues after there were
some interruptions in citizens’ income sources during the pandemic, in addition to increasing
citizens’ awareness of the importance of financial planning as a result of their exposure to
exceptional circumstances. The percentage of individuals who are financially healthy and who are
financially coping has improved, while the percentage of individuals who are financially
vulnerable has decreased, as shown in the figure below:
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The following is a summary of the indicators resulted from the study for the year 2022, divided

into (3) categories:

wy

0
T1% 48.3%
Financially Financially
Healthy Coping
This segment shows good health practices This segment suffers from
regarding spending, saving, borrowing, and weakness in some aspects of
financial planning, which enables them to financial health

maintain a healthy financial life

.

Financial health levels vary
across different strata of society

44.6%

Financially
Vulnerable

This segment suffers from
weakness in most aspects of
financial health

Females are more financially healthy 54.3% of males are financially healthy or coping

than males

The higher the educational level, the

59.1% of females are financially healthy or coping

52.6% of bachelor holders are financially healthy

higher the percentage of financially 10.5% only of those who have a high school certificate are

healthy individuals financially healthy

e higher the income level. the 52.6% of those whose income exceeds JD 1000 are

higher the percentage of financially financially healthy
healthy individuals

13.2% only of those whose income is lower than

JD 500 are financially healthy

Young people are the most financially 71.1% of individuals within the age group (26-45) are

healthy financially healthy

5.3% of individuals within the age group (56 -65) are

financially healthy



Study Sample

The survey for the study was launched on the CBJ’s Facebook page on August 4", 2022, and
receiving responses continued until August 30", 2022, bringing the total number of participants to
532 persons for the year 2022 compared to 790 participants in 2021, accounting to about 0.005%
of the Kingdom’s population (11.057 million persons in 2021). This percentage is considered
globally acceptable when compared with the percentage of participants in the Financial Health
Study in the USA (one of the most prominent countries implementing the study annually), which
in 2021 amounted to about (0.002%)3.

The figures below show the distribution of survey participants during the years 2021 and 2022
according to the following aspects:

Governorates Gender
%
60.0
500 m»
40.0 2021
' = 2021 2022
30.0
m 2022
20.0 _
10.0 I -
R & LN S DS
F L KL L QS
R & R
Income Level Age Group Educational Level
More than l
3000 56-69 l prp
Masters
2001-3000 ' 46-55 - -7
- Higher Diploma ff
gachelor [
26-35 Diploma -
Less than
0 10 20 30 40 50 0 10 20 30 40 50 0 10 20 30 40 50
m2022 m2021 m2022 w2021 m2022 W2021

3 Based on “U.S. Financial Health Pulse- 2021 Trends Report”, the number of participant in the survey was 6,403 persons, while
the population size of USA reached about 331.9 million persons at the same year, according to World Bank data.




Measurement Methodology

The study was implemented through an electronic survey prepared according to a guide approved
by the Financial Health Network (FHN). The survey* includes eight questions consistent with the
eight financial health indicators approved by the FHN. A total score for financial health can be
calculated, in addition to four sub-scores (covering the aspects of spending, saving, borrowing,
and planning).

Calculating & Interpreting
Scores

A

Spending Borrowing

1) Spend less than 3) Have sufficient 5) Have 7) Have
income liquid savings manageable debt appropriate
insurance
; 4) Have sufficient : 8) Plan ahead
2) Pay bills on : 6) Have prime ) .
fime long-term savings el sEe financially
Average of point Average of point Average of point Average of point
values for values for values for values for
questions 1 & 2 questions 3 & 4 questions 5 & 6 questions 7 & 8

Overall Financial Health = Average of point values for all questions

0 10 2 30 4 50 6 7 80-

0-39 40-79 80-100
Financially Vulnerable Financially Coping Financially Healthy
Participants who had healthy Participants who had healthy Participants who had
outcomes across few or none of the  outcomes across some financial ~ healthy outcomes across all
financial health indicators health indicators financial health indicators

4 Based on "FinHealth Score Toolkit" repaired by Financial Health Network in 2020.




An Overview of Financial Health Indicators among Jordanian Citizens

The table below shows a comparison of participants’ answers to each of the survey
questions during the years 2021 and 2022, which represent indicators of financial
health that clearly improved during this year:

Percentage of

Indicator Indicator ANSWers positive answers (%) Percentage
no. change (%)
Spending
Spending less than income 14.2 19.2 35.0
1 §pend less than Spending equal to income 16.1 19.2 19.1
income
Spending more than income 69.7 61.7 11.5-
Pay all bills on time 23.8 29.9 25.6
2 Pay bills on time ™ ) -
Inability to pay all bills on time 76.2 70.1 8.0-
Saving
i |
N Have enough savings to cover at least 25.6 28.9 13.1
3 Have sufficient three months of living expenses
liquid savings Do not have enough savings to cover at
. 74.4 71.1 4.5-
least three months of living expenses
Are confldgnt thgy are on track to meet 271 20.1 75
Have sufficient long-term financial goals
4 long-term savings | Are not confident they are on track to
. g 72.9 70.9 2.8-
meet long-term financial goals
Borrowing
Have manageable debt 28.1 39.7 41.1
5 ;';Vte manageable Have more debt than is manageable 64.7 50.8 21.6-
Do not have any debt 7.2 9.6 33.1
Have a prime credit score 37.7 46.8 24.1
6 Have a prime Do not have a prime credit score 47.4 40.0 15.5-
credit score
Do not know about the credit score 14.9 13.2 11.7-
Planning
- — s
A_re confident thelr insurance policies 25.4 123 273
will cover them in an emergency
Have appropriate Are_ _not cpnfldent their ms_urance
7 insurance policies will cover them in an 58.6 54.9 6.3-
emergency
Have no insurance 16.0 12.8 20.1-
) Plan ahead Plan ahead financially 354 40.6 14.7
financially Do not plan ahead financially 64.6 59.4 8.1-




Financial Health Score by Component during the Years 2021 and 2022

The average financial health score for the community in 2022 was about 44% compared to 38%
in 2021, which indicates, in general, an improvement in the financial health of citizens during this
year. When the average financial health score is broken down according to its components in the
years 2021 and 2022, it appears that the spending aspect of citizens was the most weak, while the
score obtained by the participants in the survey were equal in the aspects of saving and planning,
while the largest score was in the aspect of borrowing, which can be explained by the fact that the
largest share (46%) of the participants in the survey had a monthly income of less than JD 500
during the year 2022, which negatively reflects on their ability to maintain a level of expenses
lower than income as well as pay bills on time, in addition to the spread of the behavior of
postponing bill payment among citizens in general, and that about half of the participants in the
survey have an unmanageable level of debt.

2021 2022

Spending Spending
%33 %41

%38

Planning [grBorrowing Planning Borrowing
%39 %40 %42 %49




Financial Health Score for Citizens

When analyzing financial health scores by strata of society and comparing them between 2021 and
2022, we notice that the majority of financial health indicators have increased, which indicates an
improvement in the level of financial health of citizens.

Amount of
Average Score (%) or
Indicator Classification Answers
2022 compared
to 2021
1 The whole society 38 44 6
Male 37 44 7
2 By gender Female 48 53 5
Less than 500 28 33 5
500 - 1000 39 47 8
3 By income level 1001 - 2000 63 62 1-
2001 - 3000 63 72 9
More than 3000 70 77 7
25-18 38 50 12
35-26 38 46 8
4 By age group 45 - 36 38 41 3
55 - 46 35 45 10
56 - 65 42 58 16
The central region
Amman 43 50 7
Zarga 30 34 4
Balga 37 44 7
Madaba 40 21 19-
The northern region
Irbid 36 39 3
5 By governorate Mafraq 23 27 4
Jerash 26 47 21
Ajloun 32 70 38
The southern region
Karak 33 65 32
Maan 24 31 7
Agaba 46 89 43
Tafileh 36 48 12
High School Certificate 27 28 1
Diploma 41 38 3-
6 By educational Bachelor 43 44 1
level Higher Diploma 52 65 13
Masters 50 62 12
PHD 60 77 17
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Female Male

100 100
80 80
60 60
40 40
20 20
0 0
2022 2021 2022
® Financially Vulnerable Individuals m Financially Vulnerable Individuals

m Financially Coping Individuals

® Financially Coping Individuals : : o
m Financially Healthy Individuals

® Financially Healthy Individuals

We notice an increase in the percentage of those who are are financially healthy and are who
financially coping, both males and females, while the percentage of those who are financially
vulnerable decreased in 2022 compared to 2021.

Financial health levels of individulas for the five

% income level groups
100 The on the left figure shows
90 that the levels of financial
30 health of individuals are highly
related to their level of income,
70
as the percentage of those who
60 are financially healthy
50 increases significantly with the
40 increase of the income level.
30
20
10
0

Less than 500 1000 - 500 2000 - 1001 3000-2001  More than 3000

m Financially Healthy Individuals = Financially Coping Individuals
® Financially Vulnerable Individuals
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Financial Health Levels According to the Different Strata of Society

(Percentages)
—
L 0
Increase 2021 2022 or Increase or
Decrease Decrease
Gender

5.6 7.0 1.4 360 473 11.3 58.4 458  12.6-
Female 64 16 12 459 515 5.6 477 409  68-
12 32 2.0 236 317 8.1 752 651 10.1-
19 0.0 1.9- 340 40.0 6.0 641 600  4.I-
8.5 7.6 0.9- 44.1 52.3 8.2 47.4 40.1 7.3-
125 00 12.5- 375 429 5.4 500 571 7.1
123 134 1.1 523 610 8.7 354 256 98-
PHD 154 200 4.6 769 733 3.6- 7.7 67  1.0-
25-18 33 45 12 377 424 4.7 590 530 6.0-
35-26 64 63 0.1- 394 498 104 542 439 103
5.4 7.7 2.3 346 485 13.9 60.0 438  16.2-
61 102 4.1 337 458 121 602 441  16.1-
28 118 9.0 472 588 11.6 500 294 20.6-
Amman 80 83 0.3 25 559 134 495 358  13.7-
14 51 3.7 292 436 144 694 513 18.1-
100 167 6.7 400 167  233- 500 667 167
4.2 8.3 4.1 291 250 4.1- 667 667 0.0
5.0 0.0 5.0- 200 400 200 750 600  15.0-
0.0 0.0 0.0 100 333 233 90.0 667 233
4.2 6.4 2.2 333 400 6.7 625 536  89-
40 333 29.3 480 0.0 48.0- 480 667 187
7.1 0.0 7.1- 357 286 7.1- 572 714 142
0.0 0.0 0.0 308 375 6.7 692 625  6.7-
Balga 34 48 1.4 483 571 8.8 483 381 102
0.0 00 0.0 250 333 8.3 750 667  8.3-
20 20 0.0 221 360 139 759 619 14.0-
34 72 3.8 72 S22 5.0 494 406 88
153 157 0.4 623 743 120 24 100 124
185 19.0 0.5 704 667  37- 1.1 143 32
375 357 1.8- 542 571 2.9 8.3 71 12-
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Suggested Measures to be Implemented by Various Parties to
Enhance Financial Health for Citizens

Participation of the Financial Consumer Protection Department in the
financial health measurement document that will be prepared and
organized by the Consumer Empowerment and Market Conduct
Working Group (CEMCWG) of the Alliance for Financial Inclusion
(AFI).

Financial health is one of the priority topics on the agenda of the OECD
and its International Network for Financial Education (INFE), of which
the Central Bank of Jordan is a member. A financial health document
entitled (Concept Note on Financial Well-being) will be prepared.

*Emphasis on banks and non-banking financial institutions to begin
adopting the Customer Centric Model and provide products and
services that support the financial health of the financial consumer,
especially savings products, since saving is the cornerstone of two
elements of financial health (resilience and achieving future goals), as

The

Central well as providing effective and low-cost payment tools, which affect the

Bank of elemejnt (payme;nt of obligations and daily consumer expenses),_ in
addition to credit products and the extent of commitment to responsible

Jordan finance, which also affect the elements (resilience and achieving future
goals), as well as insurance products, which affect the resilince element.

*Developing financial literacy and awareness programs that contribute to
enhancing the citizen’s financial health, by improving all components
and aspects of financial health, with a focus on the spending aspect
(especially with regard to reconsidering expenses and prioritizing, then
the importance of paying bills on time), in addition to building a savings
culture and enabling the individual to face any emergency
circumstances, plan for the future, and request borrowing in a way that
suits the individual’s financial situation and ability to repay.

*Directing banks and non-banking financial institutions to focus on the
interests of the financial consumer when designing and providing
financial products and services to them.

«Contributing to developing an environment that enhances the financia
health of citizens.

Banks and «Considering enhancing the financial health of citizens as one of its most
Non-_ important priorities, and taking this into account when designing and
Banking providing financial products and services.

Financial «Motivating financial consumers to build their savings and reduce their

Institution debt.

*Providing insurance policies with appropriate benefits and low costs to
Insurance provide protection for individuals against any emergency circumstances.
Companies +Guiding individuals and helping them understand and determine their
insurance needs, to ensure that they obtain the most appropriate
insurance option at the lowest costs.
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