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Abstract 

We investigate gender differences in overconfidence in managing one’s 
personal finances and find that women are more overconfident than men in 
this context. Overconfidence decreases with educational level for both 
genders, however, the decrease is larger for men.  
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1. Introduction 
 

There is a large literature on gender differences in overconfidence. The consensus in these 

studies is that men are more overconfident than women. However, studies also indicate that 

gender difference in overconfidence may be context specific. Women active in traditional 

male environments are equally, or even more, confident than men in these environments 

(Nekby et al., 2008; Hardies, et al., 2013).    

 
We investigate gender differences in overconfidence in the context of managing one’s 

personal finances: borrowing (mortgages) and saving in risky assets, traditionally male- 

dominated areas. We develop context-specific measures of overconfidence that assess stated 

ability to handle personal finances and compare such statements with the individual’s actual 

knowledge about issues related to borrowing (mortgages) and saving in risky assets. We also 

assess whether the individual has savings in risky assets and mortgages. Academic 

achievement is found to increase an individual’s knowledge about one’s own cognitive 

abilities (cf. Flavell, 1979; Grimes, 2002). We therefore also assess if overconfidence varies 

according to education level, and if such variations differ across gender. We use a rich data 

set that combines survey data and objective data on individuals’ savings and mortgages.  

 
 
2. Material and methods 
 
Two types of data were collected from one of Sweden’s largest retail banks1: data from the 

bank’s register of household customers (register data) and data from a survey sent to 

individual customers included in the register sample (survey data). Both types of data were 

collected in spring 2013. We drew a random sample of 90,523 clients from the bank’s 

2,254,420 Swedish customers. 16,062 clients returned the survey. After removing 

respondents who had stated that they were customers also in other banks, the sample size 

amounted to 14,768 respondents. From this sample, we removed respondents who did not 

answer all questions, yielding a final sample size of 12,017 individuals. The sample is on 

average wealthier, older, and more educated than the register data and the Swedish 

population at large. We control for socioeconomic and demographic factors. Therefore, even 

                                                             
1 The bank has a market share of approximately 20% of the Swedish retail bank market. 
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if the sample is a convenience sample, we believe it is appropriate to use for this study’s 

purpose. Register data include information on mortgages and savings in risky assets (i.e., 

stocks and mutual funds).  

 

Overconfidence is assessed using three measures: (1) Overconf_base (2) Overconf_saving, 

and (3) Overconf_mortgage. All measures assess overconfidence using two survey questions. 

The first question captures the respondent’s level of confidence about her ability to handle 

her personal finances: “I have the knowledge to manage my personal finances in a good 

way.” The answer is indicated on a Likert-scale ranging from 1 (=totally disagree) to 7 

(=totally agree). The second survey question is a financial literacy quiz containing six 

multiple-choice questions (four options, including an “I don’t know” option) related to 

borrowing and saving. Table 1 presents the questions, the correct answers, and the percentage 

who answered the question correctly.  

 

Table 1: Wording of financial literacy questions  

Question Answer Correct 
answer (%) 

1. How high is the Riksbank’s 
inflation target? 

2% 34.44 

2. If there is a risk that the inflation 
will exceed the inflation target, 
what should the Riksbank do? 

 
Raise the repo rate 

 
37.05 

3. If the nominal interest rate is 5%, 
and the expected inflation is 2%, 
how high will the real interest rate 
be (approx.)? 

 
3% 

 
31.74 

4. A savings product where you will 
receive a guaranteed amount at 
maturity, and the return follows 
the equity market, is called: 

 
Equity-linked 
security 

 
32.14 
 

5. Mutual funds have different risk 
levels; which of these mutual 
fund types is generally viewed as 
having the highest risk? 

 
Equity fund 

 
72.84 

6. The definition of the P/E-ratio is: Price per share 
divided by earnings 
per share 

 
15.33 
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The first overconfidence measure (Overconf_base) is a dummy variable where respondents 

who answered “6” or “7” on the confidence question (“Confident” in Table 2) but had no 

correct answers on the financial literacy quiz are assigned “1” (5.6% of the sample).  

 

The second measure, Overconf_saving, assesses the overconfidence through the confidence 

question and the number of correct answers on the questions related to saving in risky assets: 

question 4, 5, and 6 (“Finlit_save” in Table 2). We also assess whether the respondent has 

savings in risky assets (i.e., stocks and mutual funds). If the respondent has answered “6” or 

“7” on the confidence question, has no correct answers on the questions related to savings, 

and has invested in risky assets, the respondent is considered overconfident and is assigned 

“1” on the dummy variable Overconf_ saving (4.3% of the sample). 

 

Overconf_mortgage, the third measure, assesses the overconfidence through the confidence 

question and the number of correct answers on the questions related to borrowing: question 1, 

2, and 3 (“Finlit_borrrow” in Table 2). We further assess whether the respondent has a 

mortgage. If the respondent has answered “6” or “7” on the confidence question, has no 

correct answers on the questions related to borrowing, and has a mortgage, the respondent is 

considered overconfident and is assigned “1” on the dummy variable Overconf_mortgage 

(5.6% of the sample).  

 

Gender and education are independent variables. Education is a factor variable assessed 

through a survey question. Control variables include volume of risky assets, deposits, age, 

urban area residence, income, work status, family status, housing situation, and risk 

tolerance. Risk tolerance is assessed through a psychometric measure.  

 

Table 2 shows the gender distribution of variables. On average, females have a higher 

education level, are less confident, have lower financial literacy, but are more overconfident 

than males according to our definition. Among confidence measures, Overconf_base and 

Overconf_savings exhibit a significant gender difference.  
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Table 2: Gender distribution of variables, means, and standard deviations (within 

parentheses) 

  Females  Males  Min Max 
Education *** 3.66 (1.26) 3.45 (1.30) 1 5 
iNo finalized 
education 

 6.92  10.78    

Pregymnasial level  11.94  10.87    
Gymnasium  24.06  30.30    
Higher education 
<3 yrs 

 22.21  18.80    

Higher education 
≥3 yrs 

 34.88  29.24    

        
Confident *** 0.33 (0.47) 0.44 (0.50) 0 1 
Finlit *** 1.69 (1.56) 2.73 (1.85) 0 6 
Finlit_save *** 1.01 (0.86) 1.36 (0.98) 0 3 
Finlit_borrow *** 0.68 (0.95) 1.37 (1.13) 0 3 
        
Overconf_base *** 0.072  0.038 (0.19) 0 1 
Overconf_savings *** 0.051  0.040 (0.20) 0 1 
Overfonf_mortgage  0.043  0.040 (0.21) 0 1 
        
Individuals   6,156  5,861    
Note: N=12017. 

i) Percentage in this category  

*** denotes a significant gender difference from zero at the 1 % level 

 

3. Results 

 

Table 3 reports the results from three linear probability models, confirming the gender 

differences reported in Table 2. Column 1 reports probabilities of Overconf_base considering 

gender and education level. Compared with women, men exhibit a 2.9 percentage point lower 

probability of being overconfident. Column 2 reports probabilities of Overconf_saving: men 

are 1.4 percentage points less likely to be overconfident about their ability to manage their 

savings. Column 3 reports probabilities of Overconf_mortgages indicating that men are 3.0 

percentage points less likely to be overconfident about their ability to manage their 

mortgages. Hence, even if there are no statistical gender differences when comparing 
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overconfident individuals related to borrowing (See Table 1), when control variables are 

included, males are less probable to be overconfident. 

 

All three models report similar patterns regarding education and overconfidence: the higher 

the education level, the less probable it is that the individual is overconfident. For example, 

column 1 shows that compared with “No finalized education”, individuals with a university 

education of three years or longer exhibit an 8.3 percentage point lower probability of being 

overconfident.  

 

Table 3 

Linear probability models on overconfidence (robust standard errors in parentheses) 
 Overconf_base Overconf_saving Overconf_mortgage 
    
Gender (male)      -0.029*** 

(0.005) 
-0.014*** 
(0.004) 

-0.030*** 
(0.004) 

Education     
 No finalized education (base)    
 Pre-gymnasial education  -0.034*** 

(0.013) 
-0.028*** 
(0.011) 

-0.016** 
(0.008) 

 Gymnasium  -0.058*** 
(0.011) 

-0.035*** 
(0.010) 

-0.020*** 
(0.008) 

 Higher education <3 yrs -0.062*** 
(0.011) 

-0.042*** 
(0.010) 

-0.032*** 
(0.008) 

 Higher education ≥3 yrs -0.083*** 
(0.011) 

-0.059*** 
(0.010) 

0.041*** 
(0.007) 

    
    
Control variables  Yes Yes Yes 
Constant  Yes Yes Yes 
Note: N=12017. 

 

Table 4 reports interaction effects. Except for the first level of education (“No finalized 

education”), gender differences are statistically significant. The first column shows that 

males with the highest level of education have a 7.4 percentage point lower probability of 

being overconfident about their ability to handle their personal finances than females without 

finalized education. Females with the highest level of education have a 6 percentage point 

lower probability of being overconfident than females without finalized education. The 

gymnasium level is associated with the largest gender difference regarding the effect of 

education on overconfidence.  
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The second column shows that males with the highest level of education have a 5.2 

percentage points lower probability of being overconfident (overconf_saving) than females 

without finalized education; meanwhile, females with the highest education have a 3.9 

percentage point lower probability of being overconfident than women with no finalized 

education. The third column reports that highly educated males have a 5.8 percentage point 

lower probability of being overconfident (overconf_mortages), while highly educated 

females have a 2.1 percentage point lower probability of being overconfident relative to 

unskilled females. The highest level of education is associated with the largest gender 

differences for the overconfidence measures Overconf_saving and Overconf_mortgage.  

 

Table 4 

Linear probability models on overconfidence (robust standard errors in parentheses) – 

Interaction effects   
 Overconf_base Overconf_saving Overconf_mortgage 
Education    
No finalized education, female (base)    
No finalized education, male 0.004 

(0.020) 
0.002 
(0.017) 

-0.002 
(0.012) 

Pre-gymnasial-level, female 0.001 
(0.020) 

-0.021 
(0.015) 

-0.002 
(0.011) 

Pre-gymnasial-level, male -0.039** 
(0.019) 

-0.020 
(0.016) 

-0.027** 
(0.012) 

Gymnasium, female -0.019 
(0.018) 

-0.006 
(0.014) 

-0.004 
(0.010) 

Gymnasium, male -0.061*** 
(0.017) 

-0.032 
(0.014) 

-0.032*** 
(0.010) 

Higher education<3 yrs, female -0.029* 
(0.018) 

-0.020 
(0.014) 

-0.012 
(0.010) 

Higher education<3 yrs, male -0.062*** 
(0.017) 

-0.038*** 
(0.014) 

-0.050*** 
(0.011) 

Higher educaiton≥3 yrs, female -0.060*** 
(0.017) 

-0.039*** 
(0.014) 

-0.021** 
(0.010) 

Higher education ≥3 yrs, male  -0.074*** 
(0.017) 

-0.052*** 
(0.014) 

-0.058*** 
(0.010) 

    
Control variables  Yes Yes Yes 
Constant  Yes Yes Yes 
Note: N=12017. 
 

 
4. Conclusions 
 
Several studies have shown that men on average are more overconfident than women. 

However, such average differences do not imply that gender differences exist in all contexts. 

Research has shown that women in traditional male environments may be even more 
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overconfident than men. In this paper, we investigate overconfidence in the context of 

managing one’s personal finance, i.e., borrowing and saving. We develop context-specific 

measures of overconfidence and find that men are less overconfident than women. We also 

conclude that, for females, a higher educational level decreases overconfidence to a lesser 

extent than for males. The gender difference on how education affects a decrease of 

overconfidence is specifically evident for the higher educational levels. Hence, even at higher 

educational levels, women are more overconfident than men in the context of personal 

finances. Because it is commonly assumed that women are less overconfident than men, it is 

important for actors who guide individuals in their personal finances to know that this 

assumption may not hold in this context. The findings contribute to the research, which finds 

that gender differences in behavioral biases and traits (i.e., risk tolerance) are context-specific 

(i.e., Nekby, et al., 2008; Hardies et al., 2013; Adams and Funk, 2012).  
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