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Abstract

This paper examines consumers' potential loss from buying expensive financial products. There is a lot of evidence that consumers do not shop around between different
providers of financial products. One of the reasons why they do not shop around may be that they are unaware of how much they could save. For example, a recent survey found
that 39% of consumers thought that "the financial market is so competitive, there is little difference between the charges and costs of different companies". Our work shows that
this is not the case and shows that consumers can save money if they shop around for financial products.

In this paper we look at a wide range of different financial products and estimate the loss for consumers who choose an average-priced provider rather than the cheapest. Using
detailed information on the types of products that consumers actually buy, we also work out how much "typical" consumers in various life-stages might lose as a result of not
shopping around. Finally, we look at the prices that different groups of consumers pay for their financial products. Research has shown that there are systematic differences in
the extent to which people shop around; we look at whether this is reflected in the prices that they pay.

We are not saying that consumers should necessarily buy the cheapest product. There are features other than price that are important to them - such as the riskiness of products
and firms, the convenience or quality of service or a perception that certain providers will achieve better underlying investment performance. Also, shopping around the market
to find the cheapest product on offer takes time that people may prefer to spend doing other things. But we are concerned that many consumers do not currently shop around
because they are unaware of the potential cost savings that are available. Knowing how much they could save, consumers will be in a better position to ask themselves whether
their provider gives them sufficient extra value in other areas to make it worthwhile for them not to shop around.

Keywords: financial products, consumers, cost, prices, quality of service, cheapest and most expensive products
JEL Classification: D1, D4, D7
Suggested Citation >

Show Contact Information >

“% Download This Paper (Delivery.cfm/SSRN_ID427500_code030804420.pdf?abstractid=427500&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID427500_code030804420.pdf?abstractid=427500&mirid=1&type=2)

0 References

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie

gl QMIJQ/MW.elsevier.com/IeQaI/cookienotice)

Cookie Settings Accept all cookies
C



https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID427500_code030804420.pdf?abstractid=427500&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID427500_code030804420.pdf?abstractid=427500&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=345766
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=345767
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=336398
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=345768
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID427500_code030804420.pdf?abstractid=427500&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID427500_code030804420.pdf?abstractid=427500&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice

Do you have a job opening that you would like to promote on SSRN?

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS 255

ABSTRACT VIEWS 2 222

RANK 226,753
4 Citations

PlumX Metrics

https //plu ssrn/a/’
% Q urnals
ssrn i

Risk Management eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492472)

Follow ®

10: Empirical Studies of Firms & Markets eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1475474)

Follow ®

View more >

| Recommended Papers

Bank Concentration and Retail Interest Rates (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=277948&rec=1&srcabs=427500&pos=1)

By Sandrine Corvoisier (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=282718) and Reint Gropp (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=56868)

Financial Structure and the Interest Rate Channel of ECB Monetary Policy (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=356001&rec=1&srcabs=427500&pos=2)
By Benoit Mojon (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1792986)

Financial Structure, Bank Lending Rates, and the Transmission Mechanism of Monetary Policy (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=883493&rec=1&srcabs=427500&pos=3)

By Carlo Cottarelli (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=580237) and Angeliki Kourelis (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=94958)

View more >

Feedback ¢

Submit a Paper > (https://hq.ssrn.com/submission.cfm)

SSRNLOuick Linke \Z
~X

SSRN Rankings v

About SSRN v


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=277948&rec=1&srcabs=427500&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=282718
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=56868
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=356001&rec=1&srcabs=427500&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1792986
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=883493&rec=1&srcabs=427500&pos=3
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=580237
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=94958
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=427500
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1492472
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1475474
javascript:void(0);
https://hq.ssrn.com/submission.cfm

f (https://www.facebook.com/SSRNcommunity/)
in (https://www.linkedin.com/company/493409?
trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityld%3Acompany_493409%2Cidx%?:
W (https://twitter.com/SSRN)

(http://www.elsevier.com/)

Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/) Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)

Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, Al training, and

similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings.

(http://www.relx.com/)

https://papers.ssrn.com/sol3/updatelnformationLog.cfm?process=true
ps://pap p g p


https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

