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Venus and mars –  
do men and women handle  
their finances differently? 
Do men and women differ when it comes 
to managing their finances? Ignoring the 
temptation to slide into stereotypes,  
I (as a man) asked my wife (as a woman)  
for her thoughts. 

“OK, how many women have presided over 
the collapse of banks, investment firms or 
multi-national corporations worth billions of 
dollars?” she says.

One could argue that not too many women 
are, or have been, in positions of power to 
create such turmoil, but the wife makes a 
good point – a dose of oestrogen may have 
helped turn the Global Financial Crisis into  
the Global Financial Speedbump.

The danger with any discussion on the 
behaviour of males and females is that 
stereotypes can be wrong. For instance, 
Uri Gneezy (a behavioural economist at the 
Rady School of Management at U.C. San 
Diego) recently conducted a study into the 
differences male and female competitiveness.1 

Using a fairly basic financial incentive, he 
found that Khasi females in north-east India 
(one of the few matrilineal societies on the 
planet) were every bit as competitive as the 
Masai males who grew up in the patriarchal 
culture of their tribes in Tanzania. Culture 
rather than gender is the game-changer  
in this example. 

Gender wars
Studies closer to home confirm the widely 
held view that when it comes to money and 
investment decisions, gender plays a larger 
role than many people realise. Indeed, three 
central factors emerge:
• A 2010 Boston Consulting Group2 study found that 

women tend to focus more on longer-term, non-
monetary goals and generally associate money with 
security, independence and the quality of their and 
their families’ lives. Women tend to focus on longer-
terms plans, like a house deposit. Men tend to be 
more competitive and thrill seeking by nature, which 
translates to a short-term focus in terms of savings 
and investments. 

• A national survey conducted by LPL Financial, the 
USA’s largest organisation of independent financial 
advisors, found that women tend to be thorough and 
take more time to make decisions than men. Women 
tend to research investments in depth before making 
portfolio decisions, and the process, as a result, 
tends to take more time. Women also tend to be 
more patient as investors and consult their advisors 
before adjusting their portfolio positioning, whereas 
men are more prone to making impulse decisions 
based on the state of the economy or market. 

• To gather information, women often prefer group 
discussions to men’s more independent learning 
approach. In a 2012-13 study by Prudential3, it 
was also found that women are more likely to seek 
help and are more receptive to financial research 
and advice than men. They often require more of 
an advisor’s time and resources, but once trust is 
established they are also more loyal clients with  

their focus on lasting relationships.

The female approach also has a proven 
track record. An oft-quoted study by finance 
professors Brad Barber and Terrance Odean 

found that while men trade 45 per cent more 
than women this activity reduced their net 
returns by 2.65 percentage points each year. 
By contrast, trading reduced women’s net 
returns by 1.72 percentage points.3

Financial housekeeping
While Australian women may not have as 
much in their savings accounts as men as a 
percentage of their regular income, according 
to a 2013 Mortgage Choice survey 4, they 
keep better track of how that money is spent.

The survey suggested that almost 60 per 
cent of women track their spending on a 
daily basis, while the figure was closer to  
50 per cent for men. And almost 85 per cent 
of women could quote their exact amount 
of debt – a full five percentage points higher 
than the men surveyed.

Dare we say, it sounds like one gender likes 
to keep the nest in order while the other is 
out hunting?



Things you need to know  
about personal insurance
Personal insurance premiums have 
increased significantly over the past 
18 months, running the risk that cost-
conscious consumers might consider 
cutting back their cover. Suddenly those 
quick, off-the-shelf insurance products 
advertised on TV look enticing. 

But simple is not always cheaper, the cover 
may be inadequate or, worse still, may not 
pay out when you need it most.

Underinsurance
Personal insurance is a general terms for 
term life, total and permanent disability (TPD), 
trauma and income protection insurance.

The reality is that even those people who 
think they are covered are likely to be 
underinsured. According to Rice Warner, 
the average Australian couple aged 40 with 
two children requires life insurance cover 
of about 10 times annual earnings to repay 
debts and maintain current living standards.i

Yet the median level of life insurance cover 
across the working age population is only 
42 per cent of the amount needed to fully 
maintain the standard of living of family 
members. Median levels of TPD and  
income protection cover are even lower,  
at 14 per cent and 16 per cent respectively.

Life insurance lite
Life insurance is sold through three main 
channels: your superannuation fund, 
financial advisers or direct from the 
insurance company.

Direct life insurance generally offers 
pared-down (‘lite’) products sold without 
comprehensive financial advice and often 
with little or no underwriting. It is marketed 
to consumers via daytime TV and radio 
advertisements, direct mail or over  
the phone. 

Consumers are often attracted by the 
simplicity of direct life insurance and offers 
of ‘no blood tests, no medical tests’, 
believing that it will be cheaper than going 
to an adviser. But medical checks are 
designed to help insurers evaluate the risk of 
insuring you, so if you are low risk you will be 
rewarded with lower premiums. This is the 
process known as underwriting. 

The benefits of underwriting
To take out fully underwritten life insurance 
you must fill in a health and medical 
questionnaire and sometimes undergo 
some blood tests – at the insurer’s expense. 
The insurer will often write to your doctor. 
If you are young, healthy and in a low-risk 
occupation you are assessed as lower 
risk to the insurer than someone who is 
overweight, a smoker and employed in  
the building industry, for example. 

The key to buying any life insurance is to 
find out exactly what you are covered for, 
how much the insurer will pay out and how 
much you will pay in annual premiums for 
the benefit.

Say someone hurt their back 18 months ago 
and spent time off work but hasn’t had any

 serious back issues since. If they applied 
for income protection insurance, insurers 
would generally exclude a payout as a result 
of the pre-existing back problem.  However, 
a fully underwritten policy would allow the 
underwriter to write to the applicant’s doctor 
to understand the scope of the previous 
problem, with a view to reviewing and 
possibly removing the exclusion. 

Avoid low payouts
What’s more, the maximum sum insured 
by ‘lite’ products is generally capped, 
compared with no maximum for advisor-
authorised products.

Where there is no underwriting, no questions 
are asked. Premiums are often higher, there 
are generally more exclusions and at the 
same time the maximum sum insured is 
often lower.  There may be accident-only 
cover for the first few years or no terminal 
illness benefit to avoid people taking out life 
insurance if they suspect they are seriously ill. 

The best way to avoid any nasty surprises 
is to take out personal insurance when 
you are young and healthy. The premiums 
are ‘guaranteed renewable,’ meaning any 
changes in health that occur after the 
insurance is taken out won’t result in denial 
of cover, premium increases, or exclusions. 

Please don’t hesitate to contact us if  
you would like to discuss your current  
or required insurance needs.

i    Rice Warner, Underinsurance Research Report, 
 2 December 2013.
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Mortgages - to fix or not to fix? 
With official interest rates in Australia tipped 
to rise later this year and the United States 
expected to follow suit next year, home 
buyers and existing mortgage holders are 
faced with a dilemma. Should I lock in a  
low fixed rate now or wait?

Economists are forecasting rate rises 
across the globe, including in Australia, but 
picking the right time to lock in loan rates is 
notoriously difficult. No-one knows exactly 
when, or if, the Reserve Bank of Australia 
(RBA) will increase the official cash rate. 

Rising expectations
Signs of a rebound in Australia’s economy 
have heightened expectations of higher 
interest rates at some point in the next 12 to 
18 months. The RBA appears content for the 
moment to hold the cash rate at the record 
low level of 2.5 per cent, after cutting rates 
eight times since late 2011 to boost economic 
activity outside the resources sector. 

In March, the new US Federal Reserve 
chairman, Janet Yellen indicated that the 
federal funds rate would increase about 
six months after the government’s asset-
buying program ended. The federal funds 
rate is the interest rate at which institutions 
lend to each other from funds maintained at 
the Federal Reserve and are considered a 
benchmark for other interest rates. 

International Monetary Fund executive 
director Rakesh Mohan echoed her 
sentiments, forecasting more central banks 
would lift rates over the next three to five 
years as global growth improves.

Fixed rates offer 
greater security
This might seem like a good time to lock in 
a mortgage at a low rate in expectation of 
an upturn in the interest rate cycle. Three-
year fixed rates offer certainty for borrowers 
with little capacity to cope with higher 

repayments. Borrowers will also save money 
if variable rates edge above fixed rates. 

However, the banks are unlikely to offer 
three-year fixed loans close to current 
variable mortgage rates when a rise in the 
cash rate is imminent. They understand the 
interest rate cycle better than anyone and 
are unlikely to set fixed rates at a level that 
will leave them out of pocket. 

Lack of flexibility and 
greater interest payments
There are other drawbacks that make 
fixing a risky strategy. They are typically 
substantially higher than variable rates and 
restrict borrowers from paying off loans  
early without attracting financial penalties. 

This lack of flexibility to make extra 
repayments squanders the chance to reduce 
the total interest payments on your loan. 
Also, fixed rate terms are not long enough  
to reap substantial rewards given that rates 
are unlikely to move sharply within the fixed 
term timeframe. Gone are the days when 
rates shot to 17 per cent as they did in 
the 1980s. In contrast, variable rates offer 
greater flexibility to repay.

Another risk associated with fixing is having 
a change of heart if interest rates take an 
unexpected turn. The cost of cancelling a 
fixed-rate home loan can be thousands of 
dollars. One way to minimise this risk is to 
fix part of your home loan, rather than the 
whole lot. 

Fixing has many fans
Despite the drawbacks, recent Australian 
Bureau of Statistics data revealed a strong 
appetite for fixed loans.i The figures showed 
92,251 fixed home loans were financed in 
the 12 months to August 2013, up 29,  
122 on the previous year. The average 
proportion of borrowers fixing their loans 

rose from 12 per cent to 16 per cent over 
the same period.

Yet fixed interest rates can move quickly  
and unannounced. Ratecityii reported 
135 fixed rates have moved up to 0.2 
percentage points higher so far this year. 

Compare loan rates
Borrowers who currently have fixed-rate 
loans should compare home loans before 
their fixed term ends and renegotiate with 
lenders or switch to a better deal. Now is 
the time to review your mortgage and shop 
around before rates inevitably start to rise. 

■  Banks’ indicator rate on new loans
■  Actual rate on outstanding loans
■  Cash rate

Sources: ABS; APRA;Perpetual; RBA
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