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@ow do you decide? I~ hoeee

Rational agent Emotional man
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Are you ready?



NUDGE

ijagine the following scenario THAILAND

You are standing on a footbridge with a runaway trolley bearing down on five
hapless people. The only way to save these people is to push the fat man standing next
to you on the footbridge onto the tracks below.

The man will die, but his body will stop the trolley from reaching the others.
(You can’t jump yourself because you aren’t big enough to stop the trolley).
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Ignoring all legal consequences, would you push the fat
man off the bridge to save five people at the expense of
one person?

Yes, | would: type “1”

No, | would not: type “2"
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@ow imagine the following scenario THAILAND

You are standing next to a trolley track with a runaway trolley bearing down
on five hapless people.

The only way to save these people is to hit a switch that will turn the trolley
onto a side track where it will run over and kill one workman instead of five.
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Ignoring all legal consequences, would you hit the switch
to save five people at the expense of one person?

Yes, | would: type “1”

No, | would not: type “2"
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Footbridge problem vs Trolley problem THAILAND

In previous experiments, more people tend to choose to kill five people at
the expense of one in the “footbridge” problem, and vice versa in the
“trolley” problem.

In the footbridge problem, the action of pushing a person off the bridge to
save five repulses most people. The idea of intentionally pushing
someone off a bridge triggers strong emotions for most people who
responded to this dilemma.

Unlike the footbridge problem, there is no intention to harm anyone in the
trolley problem — harming the one person is just a side effect of switching
the trolley away from the five.

Hence, relative less emotions are triggered in the trolley problem
compared to the footbridge problem, which would explain the difference
in people’s choice
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Cognitive Reflection Test THAILAND

e A bat and a ball cost 110 baht in total. The bat costs 100 baht more than
the ball. How much does the ball cost?

e |[f it takes 5 machines 5 minutes to make 5 widgets, how long would it
take 100 machines to make 100 widgets?

e In alake, there is a patch of lily pads. Every day, the patch doubles in
size. If it takes 48 days for the patch to cover the entire lake, how long
would it take for the patch to cover half of the lake?



Which world do you prefer? (1/2) THAILAND

A) The world where you earn 75,000 baht per month
B) The world where you earn 100,000 baht per month

Assuming that everything else is the same between these two worlds e.g,,
house and food prices, politics, life expectancy, etc.



Which world do you prefer? (2/2) THAILAND

C) The world where you earn 75,000 baht per month and everybody else you
know earns 50,000 baht per month

D) The world where you earn 100,000 baht per month and everybody else you
know earns 125,000 baht per month

Assuming that everything else is the same between these two worlds e.g,,
house and food prices, politics, life expectancy, etc.
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@ow do our brains work? Un THAILAND

1. Triggered by emotional events e.g., footbridge problem
2. Try to save energy e.g., cognitive reflection test

3. Can't help compare ourselves with others

BUT, We think we are somewhat rational.



/_Agenda

(1) What? System 18& System 2 Thinking
(2) Why? Intention-Behaviour Gap

(3) How? Designing your financial decisions



@ystem 1and System 2 thinking I heee,
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@ystem 1and System 2 thinking I e

System 1
Fast
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System 1 and System 2 thinking THAILAND

In most situation, the use of System 1is sufficient.

It would be impractical to think “slow’ about everything.

Shortcut (Heuristic)
e Emotion o

e Experience -
e Social
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System 1 and System 2 thinking THAILAND

If System 1sees nothing wrong with its derived output, then
System 2 will not be triggered to wake up and will continue to lie

asleep
And that's when judgment biases usually occur...
Remember the bat and the ball ("how much does it cost?”) question?

If you have encountered this problem for the first time, chances are that
the first answer that pops into your head is 10 bath (which is the wrong
answer!)

But given that 10 bath sounds like the right answer, chances are that
System 2 will not be called upon when you answer the question



@lhen emotion and cognition collide I~ hoeee

Rational agent Emotional man
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When emotion and cognition collide THAILAND

Emotions are often involved when we face internal conflicts between

what we want to do and what we think we should do

- We want to go out partying when we should be studying for exams
- We want to binge on food but do not want to put on weight

- We want to spend money on an expensive holiday when we should be
saving for a deposit to buy a house



/_Agenda

(1) What? System 18& System 2 Thinking
(2) Why? Intention-Behaviour Gap

(3) How? Designing your financial decisions



@tention-Behaviour Gap: W&y o
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@tention-Behaviour Gap:
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@2) Intention-Behaviour Gap I heee,

1. Present bias
2. Loss aversion
3. Choice overload

4. Optimisation is not that easy



@ Present bias: Be happy now © I e
Now” or “Later with larger reward”
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@htertemporal Differences s

Thaler asked subjects to choose between money now versus more
money later, hypothetically (but works for real choices too):

« What amount makes you indifferent between $15 today and
$X in 1month? Typical response: X = 20. Implied discount rate:
345% per year.

« What amount makes you indifferent between $15 today and $X
in ten years? Typical response: X = 100. Implied discount rate
19% per year.

26



Hyperbolic Discount Rate

e Instead of exponential
discounting, people tend to have
a hyperbolic discount rate

e |.e, once a certain time threshold
is crossed, the devaluing effect of
time diminishes

e That's why most people would
prefer to have £100 today instead
of £101 next year, but not £100 in
10 years time instead of £101in 11
years time

NUDGE
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@ Present bias: Be happy now T oncr

Enjoy spending, forget to
start managing your money



@Z Loss aversion: I~ noees

loss looms larger than gain

gain m =@
loss m =
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@OSS aversion: THAILAND

Saving in the saving account
"3
Long-term investment

BANK ” N
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Afraid of losing, so avoid investing



@. Choice overload: T~ THALLAND

“Jam Experiment”




@hoice overload: T i

When having choice overload,

- [t takes more time to decide
- Sometimes, we cannot decide what to choose

- Less happiness from choosing, regret of not choosing other
choices

For example, there are too many insurance plans to choose, we
end up not choosing any plan.



@hoice overload: T i

Too many choices, end up not choosing anything



@. Optimisation is not that easy T e

Life Cycle Theory of Consumption: Individuals seek to smooth
consumption throughout their lifetime by borrowing when their income

is low and saving when their income is high.



https://www.investopedia.com/terms/c/consumption-smoothing.asp

@ptimisation is not that easy T e

To smooth consumption,
when we have excess money, we save for the future.

Then it should not be a problem.



@ptimisation is not that easy T e

But, personal finance is not as easy as learning to ride a bicycle

But, | cannot imagine myself when | get old.

But, spending money is more fun than saving money.

If | start saving now, how much should | save?

Will it be enough? Do | have to invest in the stock market? Do |
have to buy an insurance?



@ersonal Finance T i

Behaviour




/_Agenda

(1) What? System 18& System 2 Thinking
(2) Why? Intention-Behaviour Gap

(3) How? Designing your financial decisions



@ Designing your financial decisions I e

1. Mental accounting

2. Hot-cold empathy gap
3. Pain of paying

4. Status Quo Bias



@1. Mental accounting: e

Money is fungible.
Same amount of money can be exchanged for many things
such as bubble tea or fried egg over rice.

But, why don‘t we feel that way?



@dental accounting: T e

- Wae value things differently
- We have our own rules to spend money

For example,
- Some people bought an expensive car, but do not
want to pay for the parking fee of 20 baht.
- Some people do not feel that donating 500 bahtis a
lot, but spend a long time in comparing prices of soap
or shampoo.



ental accounting: I~ hooee
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@ental accounting: THAILAND

Mental Accounting can help with
both spending and saving money
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ental accounting: I~ THAILAND

21:16 wll T .

. Europe Trip

Regular Pot

£318.36

16% of £2,000 Goal

PAID FROM POT

=8 Pay from this Pot

[ <3

TOTALS

D o788 wsrage £1,823.00
Withorswale £1,504 64
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@ehavioural tipS #1 P THAILAND

“income - saving = expense”
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igBehavioural tips #2 THAILAND

Open your mental accounts

e Saving for vacation
e Saving for retirement
e Saving for education

e Saving for online shopping



xample

11:05 9 wll 4G 11:06 7 wi4aG 11:06 7 ol aG 11:06 7 4G

< Back

FaN

. Current Account ¢ Q < Current Account

390, -

left for 23 days
I

'
Let's sort your recent P =) >
Feed PR salary payment ‘—‘,J, ) '—‘/ ) ‘—; )
£ g :
Get closer to your goals - we'll use_this mqnth's sa!ary to get us
Sort your salary into Pots started with sorting your income. Salary Sorter
RECENT INCOME .
YESTERDAY £90.05 Automatically sort your salary between
Salary Sorter spending money, savings and bills as soon as
ve VEJPATTARASIRIP 350.00 VEJPATTARASIRI P £350.00 it arrives in your account.
TA + S Automatically sort your salary between
spending money, savings and bills as soon as So all your money's neatly separated with no
@ www.grab.com o it arrives in your account. risk of overspending, but everything's still

under one roof.
So all your money's neatly separated with no
risk of overspending, but everything's still Are you ready to sort your salary?
under one roof.

] www.grab.com

@ www.grab.com

www.grab.com

ﬁ Got it Get Started Get Started

Hame



~Example

11:06 9 wl 4G
< Salary Sorter

3905

INCOMING PAYMENT

VEJPATTARASRIP 350 o

SORT YOUR MONEY

B seencine 350
- Europe Trip 0

Save this sort

We'll save these amounts next time this payment
comes in. But we'll check with you before sorting
your salary.

11:06 9 W 4G

< Salary Sorter

=i

INCOMING PAYMENT

s VEJPATTARASRIP 350) 0

SORT YOUR MONEY

B seencine 340

Save this sort

We'll save these amounts next time this payment
comes in. But we'll check with you before sorting
your salary.

Sort salary

11:06 9 wl 4G

AN

Salary Sorter

3800

INCOMING PAYMENT

VEJPATTARASRIP 350 o

SORT YOUR MONEY

B seencine 340

Save this sort ()

We'll save these amounts next time this payment
comes in. But we'll check with you before sorting
your salary.

Sort salary

11:06 4 wlac @)

v

Done!

We've sorted your money

Okay
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igBehavioural tips #3 THAILAND

How much do you need for emergency?

3-6 times of monthly expense



@Z Hot-cold empathy gap: I~ hooee

Please mind the gap



@ot-cold empathy gap: I~ hooee

People are often influenced by transient emotions when making
decisions that could potentially have a long-term impact in their
lives

Hot-to-cold empathy gaps

Cold-to-hot empathy gaps



@ot-cold empathy gap: I~ hooee




@Iot-cold empathy gap: I~ hooee

Tired from school and life?

Let’s shop online



pend too much money on online shoppi@?'mffm

Make it difficult by creating friction

REAL, SIMPLE INGREDIENTS. NOTHING FAKE.
SNACK

A\
ANGIE'S PACKS

CHICKA 0“‘““-:.; ,
Pop s

SWEET & SALTY
B e L UL KETTLE CORN
”

6 SEA SALT POPCORN (0.6 0Z. EACH) '\1‘3\‘-%% -
6 SWEET & SALTY KETTLE CORN (1 0Z. EACH) — ==y

su\ sm PﬂPct\RN

12 INDIVIDUAL BAGS: 6 - 0.6 0Z. EACH, 6 - 1 0Z. EACH, TOTAL NET WT. 9.6 0Z. (272g)
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@ehavioural tips #4 n THAILAND

- “Put in basket today, but buy tomorrow”

- Delete shopping application from your phone



@. Pain of paying: I THAILAND
Cash vs Credit card
- Pain from paying in cash is more evident
- The feeling of seeing cash given out right away

- This may reduce the happiness from buying



@ehavioural tips #5 'n THAILAND
Increase pain of paying in the cashless society

For example:
- SMS alert

- Transfer money into debit card only in limited
amount

- Use cash from time to time



@ain of paying: IstiduudatijadavIngvuaa I teee

We feel different when using
Cash vs Credit card



@. Status Quo Bias: |
People usually stick with existing or default option

Easy and/or Lazy

[ OPT IN
m’ OPT OUT



@tatus Quo Bias: e

Example:

Organ donation in the country where donating is
by default and require people who do not want to
donate to opt out are seeing higher dontation rate
comparing with those that require people to opt in
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@tatus Quo Bias: e

- We get used to having money in savings account even
if interest rate is very low

- We want to open investment account but have inertia

- We want to change investment strategy but still
haven't done it yet



@tatus Quo Bias: e

Comfort zone
&

Inertia to change
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igehavioural tips #6 T it

Save more tomorrow™

- Automatically enroll everyone in the program (anyone can opt
out later, but will be enrolled by default)

- Pre-agreed that saving rate will increase when salary
increases

- Automatically deduct money into savings account
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ehavioural tips #7 THAILAND
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i// Behavioural tips #8 F THAILAND

Mobile Banking rinlsnansds 8andnlou
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Qy Behavioural tips #9 e

Make it automatic
and
increase saving rate every year



@ehavioural tips #10 I e

Which technique do you like the most?



@ehavioural tips #10 I e

Do it now ©



