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Financial Literacy and Household Financial Vulnerability
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Abstract: With the continuous deepening of financial markets and the increasing complexity of financial products, the
risks faced by families in financial decision-making have significantly increased, and the issue of financial vulnerability
has become increasingly prominent. Financial literacy, as the ability of families to understand and respond to financial
information, is considered a key factor influencing family financial vulnerability. This paper, from a theoretical perspective,
explores the mechanism by which financial literacy affects family financial vulnerability. The research finds that financial
literacy effectively alleviates family financial vulnerability through mechanisms such as optimizing the family's asset-liability
structure, enhancing insurance awareness, and promoting entrepreneurship and diversified investment. Moreover, the rise of
digital financial literacy has also injected new connotations into traditional financial literacy. Finally, this paper, in light of
the policy background and the challenges faced, proposes policy recommendations for enhancing family financial literacy. It
suggests starting from dimensions such as institutionalizing financial education, popularizing digital finance, and precision
policy intervention, to build a multi-level and sustainable financial literacy improvement system, which will help build family
financial resilience, maintain the stability of the financial system, and promote high-quality economic development.
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