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Meta-cognition and choice

Three broad categories of people in a specific domain of 
knowledge. Those who:

1. Know that they know 
• Have high knowledge and thus make informed choices

2. Know that they don´t know
• Realize that they know little, and don´t know how to decide

3. Don’t know that they don’t know
• Do not realize their lack of competence

• Choice architecture with default options generally works well for 
the first two categories

• Our paper is about trying to establishing a link between actual 
retirement decisions and the 3rd category
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Mututal fund beliefs: U.S. 
LinkedIn members aged 25-65
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Mututal fund beliefs: Swedes 
age 18-65
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Survey

We administrate a survey through Statistics Sweden to a random 
sample of 12,000 Swedes aged 18-65 which we are able to 
match with pension choices. 

• We measure knowledge and self-awareness in the cross-
section (testing if they know what they know) 

• Matched to socio-economic data, complete histories of 
pension fund choice, and a sample of coordinated changes 
(a proxy for advisor activity) from the full sample

• 2,502 complete survey responses remaining after matching 
to characteristics from Statistics Sweden and the Premium 
Pension Agency (PPA)
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Financial Literacy: the ”Big 5”
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Financial Literacy: the ”Big 5”
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Soliciting beliefs

• Subjects assign probabilities of obtaining 0-5 correct answers:

• ”Perceived” score is a weighted average of probabilities

• Square of probabilities is a measure of precision (0.14 to1.00)
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Self-assessments
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MF beliefs, knowledge and self-
perceptions
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MF Beliefs, Knowledge and 
Staying with the Default
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Staying with the default fund
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Default Fund, 2015 Portfolio Turnover 
(1) (2) (3) (4) (5) (6) 

 

 

MF Return 
  

-0.055* 
 

-0.050 
  

0.934 
 

0.569 
  (0.032) (0.038)  (1.303) (1.229) 
MF Fee  0.039 0.078*  -2.170 -2.017* 

  (0.037) (0.044)  (1.483) (1.153) 
MF Don’t know  0.131*** 0.153***  -1.574 -1.304 

  (0.027) (0.031)  (1.180) (1.077) 
       
Financial Literacy -0.009 0.008 0.010 0.360 0.224 0.337 

 (0.009) (0.009) (0.011) (0.372) (0.398) (0.458) 
Married -0.060*** -0.050** -0.041 0.607 0.443 0.535 

 (0.021) (0.021) (0.025) (0.874) (0.877) (0.841) 
Female 0.021 0.008 -0.005 -0.710 -0.543 -0.617 

 (0.021) (0.021) (0.025) (0.894) (0.902) (0.884) 
Age -0.014*** -0.014*** -0.017*** 0.084* 0.082* 0.092*** 

 (0.001) (0.001) (0.001) (0.044) (0.044) (0.033) 
Log Income -0.069*** -0.065*** -0.068*** 0.355 0.343 0.375 

 (0.019) (0.018) (0.019) (0.565) (0.566) (0.478) 
University 0.011 0.006 0.001 -1.413 -1.324 -1.413* 

 (0.023) (0.023) (0.027) (0.935) (0.936) (0.838) 

Observations 2,502 2,502 2,502 1,678 1,678 1,678 
Pop. weights No No Yes No No Yes 

 



Household planning
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Coordinated trades & Advisors
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Identifying identical transactions made the same day
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Coord. 
 

Coord       
25 

 
Coord       

50 

 
Coord       

50 

Activity 1,000 
trades 

3,076 
trades 

12,535 
trades 

12,535 
trades 

 

MF Return 
 

0.012 
 

0.016 
 

0.042** 
 

0.060* 
 (0.023) (0.022) (0.021) (0.031) 

MF Fee -0.026 -0.015 -0.017 -0.056** 
 (0.023) (0.023) (0.019) (0.028) 

MF Don’t know -0.027 -0.013 -0.004 0.028 
 (0.018) (0.018) (0.015) (0.026) 

      
Financial Literacy -0.006 -0.008 -0.010** -0.013 

 (0.006) (0.006) (0.005) (0.008) 
Observations 
Demographics 

2,502 
 Yes 

2,502 
 Yes 

2,502 
  Yes 

1,678 
Yes 

   Population Weight   Yes   Yes    Yes    Yes 

  Sample   All   All    All    Active 

 

Advisor activity
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Stronger for mass-

changes



Predicting advisory-led funds

2019-01-0917

Better predictor for advisor-

funds

 

 Advisor 
fund 

Advisor 
fund 

Advisor 
fund 

Advisor 
fund 

Advisor 
fund 

 

Advisor 
 

25 Advisor 

  

0.396*** 
(0.031) 

 

 

 

0.398*** 

  

 

50 Advisor 
  (0.032)  

0.445*** 
 

0.445*** 
    (0.039) (0.041) 

MF Return 0.061** 0.055** 0.054** 0.040 0.059 
 (0.027) (0.026) (0.026) (0.026) (0.038) 

MF Fee -0.030 -0.019 -0.024 -0.020 -0.006 
 (0.022) (0.022) (0.021) (0.022) (0.040) 

MF Don’t know 0.012 0.020 0.015 0.011 0.064* 
 (0.020) (0.019) (0.019) (0.019) (0.034) 
      

Financial Literacy -0.012* -0.011* -0.010 -0.009 -0.013 
 (0.007) (0.006) (0.006) (0.006) (0.011) 

      
Observations 2,502 2,502 2,502 2,502 1,678 

Demographics Yes Yes Yes Yes Yes 
Population Weights Yes Yes Yes Yes Yes 
Sample All All All All Active 

      
 



Fund fees
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 Fund     
fee 

Fund     
fee 

Fund     
fee 

Fund     
fee 

Fund     
fee 

50 Advisor 

MF Return 

 

0.064*** 
(0.013) 

 

0.060*** 
(0.009) 

 

 

 

0.028** 

 

0.058*** 
(0.009) 
0.025** 

 

0.082*** 
(0.011) 
0.023** 

   (0.011) (0.011) (0.011) 
MF Fee   -0.015 -0.012 -0.013 

   (0.014) (0.014) (0.011) 
MF Don’t know   -0.004 -0.005 -0.033*** 

   (0.009) (0.009) (0.007) 
      

Observations 1,678 1,678 1,678 1,678 2,502 

R-squared 0.024 0.866 0.864 0.866 0.779 
Characteristics   Yes   Yes   Yes   Yes   Yes 
Fund category No        Yes Yes Yes Yes 
Population Weights Yes Yes Yes Yes Yes 

 



Performance
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 Sharpe Ratio   AP-7 Benchmark  Market Model   FF+Momentum  

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 
  

50 Advisor 

  
-0.065* 

 
-0.077*** 

  
-1.195** 

 
-1.432*** 

  (0.034) (0.013)  (0.471) (0.198) 
MF Return -0.021* -0.017 -0.021 -0.254* -0.183 -0.209 

 (0.012) (0.011) (0.014) (0.142) (0.141) (0.189) 
MF Fee 0.013 0.011 0.022 0.019 -0.019 0.193 

 (0.011) (0.011) (0.016) (0.161) (0.160) (0.219) 
MF D/K 0.026** 0.026** 0.031*** 0.310* 0.314* 0.321** 

 (0.011) (0.011) (0.011) (0.158) (0.160) (0.147) 

Observations 2,483 2,483 2,483 2,483 2,483 2,483 
R-squared 0.818 0.819 0.853 0.186 0.200 0.221 
Characteristics Yes Yes Yes Yes Yes Yes 
Cohort Yes Yes Yes Yes Yes Yes 
Pop. weights No No Yes No No Yes 

 

 
50 Advisor 

  
-0.065* 

 
-0.077*** 

  
-1.195** 

 
-1.432*** 

  
-0.673 

 
-0.872*** 

  
-0.319 

 
-0.544*** 

  (0.034) (0.013)  (0.471) (0.198)  (0.473) (0.172)  (0.574) (0.179) 
MF Return -0.021* -0.017 -0.021 -0.254* -0.183 -0.209 -0.356** -0.316** -0.342* -0.279* -0.260* -0.245 

 (0.012) (0.011) (0.014) (0.142) (0.141) (0.189) (0.146) (0.151) (0.192) (0.150) (0.148) (0.183) 
MF Fee 0.013 0.011 0.022 0.019 -0.019 0.193 0.029 0.008 0.197 -0.085 -0.095 0.173 

 (0.011) (0.011) (0.016) (0.161) (0.160) (0.219) (0.151) (0.150) (0.217) (0.144) (0.146) (0.214) 
MF D/K 0.026** 0.026** 0.031*** 0.310* 0.314* 0.321** 0.358** 0.360** 0.375*** 0.520*** 0.521*** 0.543*** 

 (0.011) (0.011) (0.011) (0.158) (0.160) (0.147) (0.146) (0.147) (0.135) (0.123) (0.125) (0.153) 

Observations 2,483 2,483 2,483 2,483 2,483 2,483 2,483 2,483 2,483 2,483 2,483 2,483 
R-squared 0.818 0.819 0.853 0.186 0.200 0.221 0.602 0.604 0.658 0.774 0.774 0.810 
Characteristics Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 
Cohort Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 
Pop. weights No No Yes No No Yes No No Yes No No Yes 

 

 Sharpe Ratio   AP-7 Benchmark  Market Model   FF+Momentum  

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 
 



Concluding remarks
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Thank you!

Please vitist us at

www.houseoffinance.se

http://www.houseoffinance.se/

