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Figure 16. Ad Strategy x Ad Disclosure x Regulatory Focus = Risk Perception (An
Advertisement without Disclosure)
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Figure 17. Ad Strategy x Ad Disclosure x Regulatory Focus = Attitude toward Financial
Product (An Advertisement without Disclosure)
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Figure 17. Ad Strategy x Ad Disclosure x Regulatory Focus - Attitude toward
Financial Product (An Advertisement with Disclosure)
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Figure 18. Ad Strategy x Ad Disclosure x Regulatory Focus = Purchase Intention (An
Advertisement without Disclosure)
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Figure 18. Ad Strategy x Ad Disclosure x Regulatory Focus = Purchase Intention (An
Advertisement with Disclosure)
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CHAPTER 4: DISCUSSION

The Overview of Key Findings

The present study demonstrates the role of ad strategies, ad disclosures, and regulatory
focus on individuals’ economic decision-making in the context of FSA. The traditional model of
consumers’ decision-making assumes that complete information is potentially available, that
rationality is ideally unbounded and objective, and that human decision-making is primarily
aimed at utility maximization (Kahneman & Tversky, 1979; Schwartz, 2002). However, the
traditional model of consumer decision-making cannot easily explain why economic decisions,
which typically entail large financial stakes, are often seeming made with a lack of diligence and
expertise (Hong & Lee, 2008; Kirmani & Zhu, 2007). Specifically, these assumptions lead to a
distorted view of financial behavior and skewed the analyses of financial decision making
processes by neglecting contextual, situational and cultural factors (Florack, Ineichen,& Bieri,
2009). They also failed to recognize that consumers have different perceptual, attitudinal, and
behavioral responses, psychological factors and outcomes (Bryant & Dunford, 2009). In
response to the limitations of classical theories of consumers’ financial decision-making,
numerous scholars have developed models that seek to incorporate the external and internal
factors that may influence financial decisions. As a result, we now have a deeper understanding
of the role played by cognitive biases, affective states, achievement outcomes, dispositional
preferences, and situational factors regarding consumers’ financial behavior (Kahneman &
Tversky, 1979). Several arguments state that there is more to consumer decision-making than
the search for information, multi-attribute brand comparisons, and heuristics and biases in the
financial marketplace (Schwartz, 2002). Nonetheless, there is still much work to be done and

significant gaps to be filled.
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With this backdrop, the current study indicates that consumes’ economic decisions

may be affected by individual characteristics (i.e., regulatory focus) and marketing
communication (e.g., ad strategies and ad disclosures). In other words, in the minds of consumer
investors, FSA seem to be associated with and governed by processes of distinct regulatory
orientations that are managed across separate mental accounts rather than being reconsidered on
every occasion (Zhou & Pham, 2004). In seeking to advance understanding of these processes,
this paper investigated the role of ad strategies, ad disclosures, and regulatory focus in financial
decision-making in regards to FSA using content analysis (Study 1) and experimental methods
(Study 2). Specifically, the current study (Study 2) investigated actual (potential) investor
consumers’ reactions to FSA, using regulatory focus as a theoretical basis. Subsequently, this
study attempted to examine the interaction effect between the manner in which a financial
service ad is communicated and informed (i.e., ad strategies and ad disclosures) and consumers’
regulatory focus (i.e., prevention-focused vs. promotion-focused). In addition, it was assumed
that a chronic regulatory focus construct might function as a criterion variable that moderates the
impact of fit between different FSA practices (i.e., ad strategies and ad disclosures) and the
outcome variables of economic decision-making such as perceptions of risk, attitudes toward
product, and purchase intentions.

The data supported the basic premise that consumers’ perceptions, attitudes and
behaviors toward financial products depend on how ad strategies and ad disclosures are
processed under different regulatory orientations by indicating that regulatory focus leads to
greater sensitivity to different ad strategies and is dependent upon the availability of ad
disclosures. Specifically, prevention-focused respondents had lower perceived risk perceptions,

more favorable attitudes toward a financial product, and greater purchase intentions when
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exposed to informational ads than transformational ads. In contrast, their promotion-focused

counterparts had lower perceived risk perceptions, more favorable attitudes toward a financial
product, and greater purchase intentions when exposed to transformational ads than
informational ads. In addition, prevention-focused respondents had lower risk perceptions, more
favorable attitudes toward a financial product, and greater purchase intentions when exposed to
an ad with disclosures than an ad without disclosures. However, promotion-focused respondents
had lower risk perceptions, more favorable attitudes toward a financial product, and greater
purchase intentions when exposed to an ad without disclosures.

In summary, the results support the notion that regulatory focus affects the direction and
strength of processing in consumers’ financial behavior in the context of FSA (Daryanto, Ruyter,
& Wetsels, 2009; Zhou & Pham, 2004). These findings have both theoretical, managerial, and

public policy implications.

Theoretical Implications

The current research contributes to literature on regulatory focus in several ways. First,
results from this research contribute to extant theory by identifying a cognitive mechanism that
clarifies how regulatory focus influences consumers’ response to FSA (Zhu & Meyers-Levey,
2007). As predicted, promotion-focused participants, due to their emphasis on relational
elaboration and its powers of integration, recorded higher risk perceptions and responded more
favorably to transformational ads and ads without disclosures. Yet, prevention-focused
participants, due to their prevailing use of item-specific elaboration and their focus on the
specifics of data, responded more favorably to informational ads and ads with disclosures. In

turn, this suggests that people who adopt a promotion (prevention) focus engage predominately
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in relational (item-specific) elaboration, which prompts integrative (item-specific) ideation in

response to ad strategies and ad disclosures (Kirmani & Zhu, 2007).

Second, this research examined the accessibility and consequences of regulatory focus on
attitudinal strength in financial decision-making. As noted earlier, evaluations formed under
accessible ideals (i.e., promotion-focused) and accessible oughts (i.e., prevention-focused) have
comparable attitudinal strength in terms of confidence, persistence, and resistance to
counterattitudinal information (Avnet & Pham, 2004). More importantly, accessibility of ideals
(compared to oughts) tends to increase reliance on the subjective affective responses of a
message, whereas the accessibility of oughts (compared to ideals) tends to increase reliance on
the substance of the message (Pham & Avnet, 2004; Zhu & Meyers-Levy, 2007). Consistent
with these findings, this study reveals that accessible ideals were more pronounced when reliance
on affective information was greater (i.e., an transformational ad and an ad without disclosure),
whereas accessible oughts were more pronounced when reliance on substantive information was
greater (i.e., an informational ad and an ad with disclosure). Building on prior research, this
paper extends the notion of the differential reliance on affect versus substance by demonstrating
that a change in the perceived diagnosticity of ad strategies and ad disclosures is accompanied by
regulatory focus (Wang & Lee, 2006).

However, the current study cautiously suggests that ideals and oughts change the relative
weight attached to subjective affective responses to an ad versus the substance of the message.
As discussed by Cesario et al. (2008), it is not clear whether this phenomenon is driven by (i) an
increased reliance on subjective affective responses through accessible ideals, (ii) an increased
reliance on the substance of the message under accessible oughts, or (iii) both at the same time.

Under general rule, it is assumed that ideals (i.e., a promotion focus) and oughts (i.e., a
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prevention focus) generate two separate tendencies: 1) to weigh affective information (i.e., a

transformational ad and an ad without disclosure) more heavily under ideals and 2) to weigh
substance (i.e., an informational ad and an ad with disclosure) more heavily under oughts in the
context of FSA.

Third, results contribute to extant elaboration literature by identifying that regulatory
focus is an antecedent of varying the type of elaboration people use in financial decision-making.
Pham and Avnet (2004) highlight that compatibility with the person’s goals increases the weight
of input in judgments and decisions. For example, many ideals seem inherently more
commensurable with affective considerations than with substantive reasons. In contrast, oughts
may be more commensurable with norms or rule-like inputs. In the same token, this study found
that that promotion-focused consumers, as ideals, are more compatible with affective inputs (i.e.,
a transformational ad and an ad without disclosure) than with substantive inputs (i.e., an
informational ad and an ad with disclosure).

However, the distinction between the type of elaboration in regulatory focus and other
well-known processing dichotomies (e.g., central vs. peripheral, heuristic vs. systematic,
category-based vs. piecemeal, holistic vs. analytic processing) remains unclear (Pham & Avnet,
2004; Zhou & Meyers-Levy, 2007). For instance, according to the Elaboration Likelihood
Model, any persuasion variable may influence attitude change through a variety of processes,
such as persuasive arguments or peripheral cues, thus affecting the extent and direction of
elaboration (Petty & Cacioppo, 1984). However, using heuristic cues such as “this feels right”
guiding one’s reaction to the message may be an instance of self-validation (Cesario et al., 2000).
In this light, one issue is how regulatory fit combines with other persuasion techniques in

consumer behavior and marketing. It would be useful in the future to clarify the extent of such
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similarities and to determine where unique effects occur. For example, it would be

interesting to test the role of regulatory fit within existing models of persuasion, such as the
elaboration likelihood model (Petty & Cacioppo, 1984), the heuristic-systematic model
(Chaiken, 1980), and the unimodel (Kruglanski & Thompson, 1999).

Fourth, one of the most compelling findings provides convergent information about the
distinctive linguistic signatures of individuals differing in their strategic inclination, especially
chronically. As defined by Semin et al. (2005), the linguistic signature of promotion is
characteristically abstract and is the language (i.e., a transformational ad and an ad without
disclosure) by which an eager strategic approach is best captured. Characteristically, prevention-
orientation entails a predominantly concrete linguistic signature (i.e., an informational ad and an
ad with disclosure), and is typically a language that is best used to express vigilant strategic
avoidance. Semin et al. (2005) indicate that individuals with a promotion orientation are more
likely to use abstract terms in describing their goals or conveying their impressions, while
prevention-oriented individuals are more likely to prefer or pursue a concrete linguistic strategy
for the same ends. In the current study, the pattern of this interaction dovetails with outcomes of
the previous Semin et al. (2005)’s experiments, thereby suggesting that the effective linguistic
(e.g., ad claims and ad information) strategies for promotion- and prevention-oriented individuals
differ systematically in economic decision-making. Taken together, these findings provide an
important path to investigating values from regulatory focus as a persuasion variable.

Finally, this study suggest the importance and usefulness of three outcome variables: risk
perception, attitude toward financial product, and purchase intention by demonstrating that
regulatory focus moderates the effect of ad strategies and ad disclosures on all three consistently.

In particular, with respect to the influence of risk perception on behavioral intentions, extant
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research reveals the tripartite relationship among risk perceptions, attitude toward a product,

and behavioral intentions (Towsend & Campbell, 2004). In this regard, if financial services
advertisers simply match the ad strategies and disclosures to individuals’ regulatory orientations,

then the persuasive effectiveness will be greater.

Managerial Implications

The present research contributes to the literature on financial service marketing and
advertising by opening up a myriad of potential applications of regulatory focus theory to
consumers’ financial decision-making. First, this study found that a match between audiences’
regulatory focus and the message’s regulatory focus enhanced advertising persuasion by
demonstrating that there are two distinct groups of investors: promotion-focused versus
prevention-focused investors (Zhou & Pham, 2004). This study also extends findings by
demonstrating that the effects of FSA may be observed when ad strategies and disclosures are
relevant to both promotion and prevention concerns. The data provide evidence that the effect of
ad strategies and disclosures on consumers’ financial decision-making was moderated by
individual regulatory orientations, suggesting that people rely on their regulatory focus as a filter
to process information selectively to construct their psychological responses (Avnet & Higgins,
2003). It is particularly interesting to note that the match between a transformational strategy
and a promotion focus (risk perception: M = 2.62, s.d.= .60; product attitude: M =5.24, s.d. =
.99; purchase intention: M =5.10, s.d. =.97) is more likely to induce greater evaluations and
judgments by consumers than the match between an informational strategy and a prevention
focus (risk perception: M = 2.20, s.d.=.84; product attitude: M =5.02, s.d. = 1.37; purchase

intention: M = 4.94, s.d. = 1.34). These findings are congenial with previous findings that for
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promotion-focused individuals, fit might lead to more positive judgments due to the

increased processing effort compared to prevention-focused individuals (Wang & Lee, 2006).
Wang and Lee (2006) indicate that the regulatory fit effect is the result of heuristic processing
rather than systematic processing by illuminating that consumers rely on their regulatory focus as
a guide when allocating scarce cognitive resources. Also, the present results show that ad
strategies are more likely to enhance product evaluations for promotion-focused than for
prevention-focused individuals (Florack et al., 2009).

On the other hand, prior studies show that a prevention focus may backfire if messages or
information (e.g., advertisement) contains ambiguous, implicit claims because a prevention focus
maylead to greater use of sentry coping strategies (Kirmani & Campbell, 2004). According to
Kirmani and Campbell (2004), targets behaving as goal seekers (e.g., individuals with a
promotion focus) attempted to use the persuasion agent to achieve their own purchase-related
goals, whereas targets behaving as persuasion sentries (e.g., individuals with a prevention focus)
attempted to achieve their purchase-related goals by guarding against unwanted persuasion.
Kirmani and Zhu (2007) suggest that sentry strategies (i.e., the desire to avoid being unduly
persuaded, included forestalling, deception, assertive resistance, confrontation, punishment,
withdrawal, preparation, and enlisting a companion) may be more likely to be used in a
prevention focus, whereas seeker strategies may be more likely to be used in a promotion focus
by identifying suspicious processing of marketing stimuli as a potential outcome of a prevention
focus. As a result, prevention-focused people are more vigilant against manipulation than
promotion-focused people. And, prevention-focused people are more likely to perceive
ambiguous ad claims (e.g., an transformational ad and an ad without disclosure) as diagnostic of

manipulative intent because manipulative intent is more accessible to prevention-focused people
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than to promotion-focused people, and this greater accessibility could lead to greater

perceived diagnoticity (Kirmani & Zhu, 2007). Building on these insights, financial services
advertisers should be cautious in inducing a prevention focus through ad practices that might be
interpreted ambiguously or implicitly. Moreover, it is important to design advertisements to
reduce the suspicion by including reassuring information such as ad disclosures. Overall, despite
the significance of regulatory orientations in decision-making, researchers and practitioners
should not apply these findings thoughtlessly.

Furthermore, there are also related implications for ad strategies (e.g., message, claim, or
visual element) in relation to target audience’s regulatory focus. In general, promotion and
prevention regulatory focus are directly and indirectly related to hedonic values and utilitarian
values (Arnold & Reynolds, 2009). Given that promotion-focused consumers are more likely to
engage in exploratory, creative behaviors and better able to understand symbolically related
information (Zhu & Meyers-Levy, 2007), it seems logical that financial services advertisers may
benefit from providing messages inviting and by emphasizing more abstract, symbolic
communication approaches. Prevention-focused people are more analytical and think about
financial matters carefully in precise, concrete detail (e.g., Semin et al., 2005). Financial
services advertisers who wish to create utilitarian values may benefit more from messages that
are fairly understandable, transparent, and concrete in their communication process. Making this
distinction may be particularly promising for financial services marketers.

Second, the results from this study show that the fit effects between regulatory focus and
FSA (i.e., ad strategies and ad disclosures) significantly influence consumer investors’ purchase
intentions. As noted earlier, the fit from the construal hypothesis offers an alternative

explanation of the potential impact of regulatory fit on purchase intention (Zhao & Pechmann,
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2007; Zhu & Pham, 2004). Specifically, the construal hypothesis predicts a correspondence

between regulatory focus and level of construal (Lee, Keller, & Sternthal, 2009). Whereas
prevention-focused individuals tend to construe information at a low level, those with a
promotion focus are more inclined to construe information at a high level. Consistent with the fit
from construal hypothesis is the demonstration that people develop more favorable attitudes
toward advertised products when information in the advertisement is construed at a level that fits
with their regulatory focus. Prevention-focused participations had more positive product
attitudes when the product was described at a low rather than a high level of construal (i.e., an
informational ad and an ad with disclosure). In contrast, promotion-focused participants had
more favorable product attitudes when the product was described at a high versus low level of
construal (i.e., a transformational ad and an ad without disclosure). As found by Lee and Aaker
(2004), fit between regulatory focus and construal level influences product attitudes and
increases engagement, which intensifies reactions (i.e., purchase intention) in an integral
evaluation task. Given that financial service providers are generally interested in enhancing
consumers’ purchase intentions, these findings have major implications for marketing practice.
Third, this study suggests advertising’s potential impact on varying segments of
individual consumers in the financial marketplace. Given that the severe market competition and
the legal changes in the financial service industry ignite a demand for better marketing
communications (Huhmann & Bhattacharyya 2005), the practical value of identifying and
matching the regulatory focus of target consumers with appropriate communication approaches
should produce the greatest persuasive impact (Kirmani & Zhu, 2007; Pham & Avnet, 2004).
For example, as suggested by Lee et al. (2008), for those consumers whose goal is growth and

advancement (i.e., promotion-focused individuals), a laddering-up advertising strategy (i.e.,
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involving initially presenting a brand feature, then prompting the functional benefits of the

feature, and finally elaborating on the emotional implication of the benefit) focusing on high
construals (i.e., transformational strategies) is likely to heighten engagement and enhance brand
evaluations. In contrast, for the consumers whose goal is safety and security (i.e., prevention-
focused individuals), a laddering-up advertising strategy creates a nonfit experience that may
render the message as less persuasive (Lee et al., 2008). Messages that use a laddering-down
strategy and focus on low low-level construals (i.e., informational strategies) related to feasibility
are likely to be more persuasive than those that ladder up to emotional benefits (Wang & Lee,
2006). Thus, the current study supports the construction of advertising approaches that engage
consumers at the appropriate regulatory orientations.

From a managerial perspective, the knowledge gained in this study might have strong
implications for the conduct of corporate advertising, investor-relations programs, and integrated
marketing communication efforts. As today’s investing public includes many new entrants and a
range of investment options, communication with investors is an important part of a larger
marketing strategy and should be well-coordinated with firms’ other marketing efforts between
investors, customers, and other important stakeholders. According to Karrh (2004), a financial
company’s commitment to advertising can be considered as more of a long-term investment than
as a current-term expense, especially for investor relations activities. As a result, FSA should
prove useful in addressing a set of target audiences and issues. Thus, financial services
advertisers should focus on the deliberate application and compatibility of advertising
approaches depending upon the target audiences’ regulatory focus (Keller, 2006).

From a practical standpoint, the analytical framework utilized in this study has the ability

to enhance the long-term profitability of financial institutions by understanding target
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consumers’ psychographics (i.c., regulatory orientation) that may influence their information

processing and decision-making. Pettier, Schiborwsky, Schurz, and David (2002) suggest that
financial companies must use psychographics approaches in relationship marketing as an effort
to create different products, identify different cross-selling opportunities, and to develop
different communication approaches, thus prompting the different product categories to each of
the segments. For many companies, interactive psychographical modeling (e.g., Pettier et al.,
2002) can be used to gain a better understanding of a firm’s current customers and allow the firm
to target customers from those segments that are most likely to meet the organization’s long-term
marketing objectives. In this respect, the regulatory focus construct used in this study provides
financial companies with a roadmap to modify their marketing communication efforts in order to
best identify and satisfy current and prospective customers and prospect for new customers.
Fourth, this study did not observe any boomerang effect. As moderation analysis
showed, the persuasiveness of ad strategies and ad disclosures was largely due to individuals’
regulatory orientation. In other words, ad messages not matching investors’ regulatory focus
were perceived as irrelevant and subsequently ignored without further processing. Consistent
with previous findings (Pham & Avnet, 2004), results show that financial decision makers’ self-
regulatory orientation affects the impact of strategies that maximize accuracy (e.g., vigilance
strategy; equal weight strategy) and facilitate rapid progress toward a decision-making (e.g.
eagerness strategy; lexicographic and EBA) in the context of FSA. Similarly, Keller (2006)
suggests that a promotion focus is oriented toward the case rather than the effectiveness of the
action whereas a prevention focus is more oriented toward the effectiveness rather than ease of

taking action. Bass et al. (2008) suggest that a promotion focus triggers cognitive flexibility
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The Role of External Information in Financial Decision-Making

Taking on the scope of libertarian paternalism (Thaler & Sunstenin, 2003), external
information provision could be effective in reducing various errors and biases in consumers’
decision-making processes. External information provision (e.g., ad claims, ad information, and
ad disclosures) can be seen as a form of libertarian paternalism that guides consumers to be
better off without necessarily restricting their choices (Thaler & Sunstein, 2003). This research
supports prior work investigating the effects of external information (i.e., ad claims, ad
information, and ad disclosure) on consumers’ product evaluations and judgments. In particular,
previous literature reveals that presenting external information in the form of a prominent ad
disclosure counterbalances the potential misperceptions about the perceived risk of weight gain
associated with the product (Kozup, Creyer, & Burton, 2003). Andrews et al. (2008) support the
role of concisely written and prominently displayed disclosure statements for less healthy
products in overcoming misleading perceptions for all consumers, not just those who are more
motivated and knowledgeable. Kozup et al. (2008) suggest that financial disclosure is to
increase the perceived benefits of using information, which is consistent with educational and
social marketing endeavors by reducing the costs associated with increased information
processing efforts. This research also builds on prior research by demonstrating how presenting
ad disclosure to investors affect product-related perceptions, attitudes, and behaviors in the
context of financial decision-making.

Policy makers, researchers, and concerned consumers have considered the potential role
played by financial services marketing (Perry, 2008). Based on many studies on consumers’
financial behavior, consumers need to assess their own levels of financial literacy and explore

means of improving them it in order to make effectively enhance their financial outcomes such
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as savings, investing, and debt (Perry & Morris, 2005; Wonder, Wilhelm, & Fewings, 2008).

In recent years, a growing body of literature has shown that financial literacy enhanced by
external information provision (e.g., ad disclosure) has played an important role in a wide range
of financial behaviors, including wealth accumulation, stock market participation, portfolio
diversification, participation and asset allocation in financial plans, and responsible fiduciary
behaviors (Monticone, 2010; Wiener & Doescher, 2008). For example, the dominant paradigm
in the theory of finance indicates that ad disclosures include a working knowledge of crucial
information, ideas, concepts and terminology, thus assisting consumers in developing their
cognitive ability to process financial information during decision-making (Huhmann &
Bhattacharyya, 2005; Kozup & Hogarth, 2008). Several arguments suggest that, in terms of
information remedy and consumer protection, external information (i.e., ad claims and ad
disclosures) is expected to improve consumers’ knowledge, perceptions and intentions regarding
financial management, persuade individuals to join optimal financial programs, and to increase
their level of contribution to such a program (Bone, 2008; Monticone, 2010). The results of the
current study imply that public policy involvement and legislative intervention regarding FSA
should be necessary to enhance the positive role of external information for consumers’ financial
welfare.

However, while increased ad disclosures might result in various consumer benefits, this
situation can generate information overload for average consumers (Jacoby, 1984; Warren,
2008). According to the limited-capacity model of attention (Kahneman, 1973), one’s total
attentional capacity at any one point in time is limited and, in turn, the total capacity allocated to
process all activities is divided into two parts: capacity devoted to the primary task and spare

capacity. In this process, it is often necessary for consumers to allocate their cognitive capacity
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to processing irrelevant, unclear, and inaccurate data in order to find needed information

(Jacoby, 1984; Lee & Cho, 2005). For instance, research shows that despite the high
involvement associated with financial behavior, consumers are susceptible to various heuristics
biases that can lead to suboptimal economic decision-making because they have limited ability to
perform their own due diligence (Estelami, 2009). Lee and Cho (2005) found that an oversupply
of information burdens consumers’ information processing, causes psychological anxiety and
tension, reduces attention span, increases difficulties in memorizing and remembering, and leads
to suboptimal decision-making. Jordan and Kaas (2002) indicated that regardless of information
readability and comprehension, mere exposure to advertising disclosures can lead to the “hallo
effect” or function as a judgmental heuristic cue, thereby leading consumers to have biased
beliefs that a particular company or advertised product may be successful and of good quality.
Hedesstrém, Svedsater, and Géarling (2004) showed that due to cognitive overload or
simplification in the context of contribution-based retirement savings plans, novice consumers
are more likely to resort to various heuristic choice rules and make suboptimal financial
decisions.

Given these findings, it is critical for policy makers and consumer advocates to encourage
financial services marketers to eliminate consumers’ confusion and distraction by increasing
readability and comprehensibility in marketing communications. For instance, financial
institutions need to make their advertising disclosures clearer and more conspicuous by
discarding the selection of words and phrases that may result in a confused or garbled message
and by using shorter sentences and replacing difficult words with easier-to-read synonyms
(Philpot & Johnson, 2007). Also, segmenting investors on the basis of individual characteristics

(e.q., regulatory orientations, prior knowledge, involvement, motivation, etc.) that are relevant to



148
financial decision-making will enable these parties to present information that specific

investors will find most useful (Zhao & Pechmann, 2007). At the same time, it is necessary to
continue large-scale efforts to increase the consumer motivation to process financial information
and communication (Lee et al., 2000).

Furthermore, this research suggests that using presentation formats that facilitate the fit
between regulatory orientations and ad claims/disclosures should increase the impact of financial
services advertising on consumers’ economic decisions (Wan et al., 2008). Prior studies
demonstrate that messages prompting perceptions of progress toward a decision increase the
persuasiveness of appeals (Lee et al., 2009). From a consumer protection perspective, such
approaches can enhance the likelihood that a consumer comprehends financial information, is
conscientious in analyzing the information, and are able to detect a financial institution’s
mistakes or predatory practices (Kozup et al., 2008).

As previously mentioned, simply providing information to consumers is inadequate;
consumers must also be able to comprehend the information given to them. Comprehension
depends on the interaction between consumer’s individual characteristics and the format
friendliness (Kozup et al., 2008). In this respect, most educational groups involved in financial
literacy focus on providing consumers with the knowledge and abilities needed to process
financial information and make appropriate financial decisions for themselves. Operationally,
however, financial literacy differs substantially from industry to industry and decision to
decision, because the set of skills needed in one situation, such as negotiating a car loan, are
likely to differ from skills needed in another, such as working with a health insurance firm after
an accident. For instance, in the case of mortgage servicing, consumer literacy could be

operationalized by the consumer understanding monthly or annual statements (if they are
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available) well enough to detect mistakes or predatory practices. Given that many consumers

have difficulty in grasping financial concepts or lack of sufficient prior knowledge about
financial products, research has demonstrated the conditions under which format of financial
claim/disclosure aids consumers in their evaluation and judgment of financial product (Bone,
2008). To this end, one needs to ask ‘‘Is the right information on the disclosure?’’ Is there too
much information? Does it meet a clear and conspicuous standard? Research into consumer
behavior provides some insights into the types of information needed and the formats that would
provide optimal opportunity to process that information (e.g., Brucks, Mitchell, & Staelin, 1984).
Indeed, several federal agencies and many financial institutions are conducting consumer tests to
discern the key disclosures that consumers need and want and find an optimal method of
comparison across financial products that can be communicated in a manner similar to the
nutrition facts panel. Recently, Karniouchina, Moore, and Cooney (2009) found that when
investors are looking for recommendations, the situation could be similar to when a person has
an interest in a product or service class but does not have a specific brand in mind. They suggest
that financial services marketers need to make sure not only that the message is going to the right
people but also that it is appropriately positioned among the competitive entries and designed in
a way that grabs consumer attention and cuts through the clutter (Karniouchina et al., 2009).
With this backdrop, the present findings suggest the need to develop the format of ad disclosures
that can significantly alter consumer preferences and choices and have a systematic and
predictable impact on consumer economic decision making.

In summary, as shown in Figure 19, a multifaceted, integrated, and comprehensive
approach is needed, involving market-based solutions, financial education, disclosures, financial

incentives, and community-based programs. Therefore, policy makers and consumer
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organizations involved in financial literacy education should use public service campaign

strategies and other social marketing approaches to promote rational economic decision-making
beyond external information provision. Market-based solutions may present a more viable option
for vulnerable investors. Thaler and Sunstein (2003) suggest that consumers often make choices
that are not necessarily good for them, and their mistakes provide clues that could facilitate the
design of simple interventions that could help consumers avoid making such problematic
choices. Similarly, Ratner and colleagues (2008) emphasize the need to explore how findings
and methods from behavioral decision research can be used to help consumers improve their
decision making and to enhance their own welfare, or that of society as a whole. Specifically,
they suggest that errors in choices that result from systemic cognitive biases, emotion,
incomplete information, and the limits of cognitive capacity can be easily corrected through
suitable simple interventions, including information provision, decision tool provision, cognitive
representation change, choice options, organization, and restriction, and expectation management
(Ratner et al., 2008). On the basis of this discussion, the findings of this study point to ways that
one can proactively enhance the effectiveness of FSA and create possible interventions that can

enable FSA to serve consumers in a socially desirable manner.
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The Role of Internal Characteristics in Financial Decision-Making

Results from this study support contentions that different types of self-regulation may be
needed to produce the greatest potential method for achieving financial well-being. In today’s
market, many financial difficulties and economic problems exacerbated by lack of self-regulation
are on the rise (Howlett et al., 2008). These situations severely undermine consumer fiscal
health and pose a tremendous burden on the financial service industry. While self-help remedies
are saturating the market, self-regulation remains a strenuous process and a constant struggle for
many consumers.

The current study indicates that for financial management, regulatory focus is an
important factor to consider when designing FSA, in that regulatory focus interacts with ad
practices (i.e., ad strategies and ad disclosures) during financial decision-making. That is, it can
be argued that the effectiveness of ad claims and ad disclosures depends on the recipients’
regulatory focus. Findings from this study suggest that FSA should be given when people are
well rested and attentive in relation to consumers’ regulatory focus.

This research offers an important step toward understanding individual characteristics
(i.e., regulatory focus) and highlights the benefits of adopting the right advertising approaches
that can serve consumers’ financial well-being. For instance, results from this study could
contribute to more voluntary savings and investment in the future through FSA. Many
Americans are not saving enough for their retirement. According to the 2007 Retirement
Confidence Survey, only 66 percent of workers report that they and/or their spouse have saved
money for retirement and, only 60 percent report that they are currently saving. Even among
those who do save, savings can be insufficient. About half of all workers saving for retirement

report that the total value of their investments, excluding their home and their defined benefit
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plan, is less than $25,000. Because this problem has been well known for many years, both

private agents and public policy makers have made numerous efforts to increase the extent to
which American workers save for retirement.

For example, in a tax setting or retirement planning communication context, regulatory
focus can be a relevant factor determining willingness to cooperate and choose the use of
contributions and the provision of public goods. As discussed above, given that regulatory focus
can be attenuated and manipulated (Kirmani & Zhu, 2007), it would be helpful to examine if
FSA can reduce temporal discounting and facilitate decisions that ensure long-term financial
stability. This would be especially useful since consumers typically do not have to self-regulate
themselves and choose to participate in retirement savings on a week-to-week or month-to-
month basis. Unlike dieting or smoking, once the initial decision has been made to allocate
funds to a retirement account, financial self-regulation as it relates to retirement planning does
not necessarily need to be in force on an ongoing basis. According to the “slippery slope”
framework proposed by Kirchler (2007), authorities should aim at influencing consumers’
individual characteristics, which in turn would result in voluntary compliance and effective
choice. A message about the use of taxes or retirement plans that is both credible and framed in
the right way to be processed more easily due to its congruence with target audiences’ regulatory
focus is likely to enhance financial welfare (Pham & Avnet, 2004). In that regard, this presents a
unique opportunity for FSA to put consumers on solid financial footing in the long term by
allowing them to self-regulate at distinct points in time.

Many studies suggest that psychographic constructs including regulatory focus are under-
researched in relation to consumer financial management (Karrh, 2004). According to Huhmann

and McQuitty (2009), financial research recognize that personality may influence financial
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confidence and attitudes. This may be because much of the consumer financial management

research has used secondary data sets, such as socio-demographic, behavioristic, and economic
variables. These externally valid, readily available datasets describe financial behavior. Use of
these datasets has expanded understanding of various financial issues, whereas the lack of
values, lifestyle, or personality measures do not provide much detail (Benartzi & Thaler, 2002).
Nowadays, in many cases, psychographic variables better explain consumer behavior than
demographic or usage variables by evincing the relationship between individual differences and
financial behavior (Benartzi & Thaler, 2007). For example, Perry (2008) revealed the empirical
evidence of negative consequences of overconfidence, that is, overestimation in consumer
judgments about credit quality. People who do not know their credit rating are more likely to
overestimate than to underestimate their credit quality. This tendency toward overestimation
may lead consumers to be less cautious in their financial decision-making. Also, it is interesting
to relate the findings to the notion of uncertainty orientation (Brouwers & Sorrentino, 1993).
Like promotion-focused people, uncertainty-oriented individuals are those who — because they
have been rewarded for past exploratory behavior — are motivated by situations that allow
themselves to resolve uncertainty about the self and the environment. They tend to be curious,
open to new information, and have a high tolerance for ambiguity (e.g., a transformational ad
and an ad without disclosure) (Pham & Avnet, 2004). Like prevention-focused people, certainty-
oriented individuals are those who are motivated by situations that do not allow the resolution of
uncertainty (e.g., an informational ad and an ad with disclosure), because they have not been
rewarded for past exploratory behavior and may even have been punished. They tend to refer the

familiar and the predictable, and have a low tolerance for ambiguity (Pham & Avnet, 2004). In
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general, although uncertainty orientation refers to a personality trait and regulatory focus

refers to a motivational state, there seems to be some surface resemblance between the two
constructs.

Taken together, as suggested by Wiener and Doescher (2008), structural approaches
should change the conditions under which people save and communication approaches should
focus on changing both workers’ knowledge and their perceptions. The former occurs through
education (e.g., teaching the fundamentals of investing); the latter occurs through persuasion
(e.g., creating normative pressures or enhancing the perceived importance of one’s retirement
years). Although past policy efforts have focused on structural changes and on education, recent
regulatory approaches (e.g., the Pension Protection Act of 2006, the Dodd—-Frank Wall Street
Reform and Consumer Protection Act of 2010) have also focused on the role that can be played
by persuasive communications. In terms of the role of persuasive communications, the current
research suggest that FSA can get an individual to join a necessary financial program (e.g., a
401(k) plan), increase his or her level of contribution to such a program, or make a discrete
economic decision (e.g., buy an individual retirement account [IRA]) by influencing an
individual factors that are strongly related to financial decision-making (Howlett et al., 2008;
Pham & Avnet, 2004).

The Role of Theory and Practice in Financial Literacy and Consumer Wellbeing

The flow of external information into markets can be the result of competitive strategies
or consumer activism and has been shown to increase the competitive efficiency in financial
market (Ratner et al., 2008). However, providing information via disclosures is part of the
financial security equation. For instance, with more Americans depending on mutual fund

investments to cover their retirement needs, improved conveyance of information regarding fund
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attributes is paramount. Evidence suggests that a “do-it-yourself” approach to 401(k) plans

currently is not the most-effective option for investors saving for retirement (Kozup et al., 2008).
For example, Alicia Munnell, an economist at Boston College that has studied this issue, stated
that the do-it-yourself attributes of such plans are not working and that these 401(k) plans are
simply too complicated for people to handle. Thaler and Sunstein (2003), in their discussion of
“libertarian paternalism,” cite the inconsistencies among investors regarding retirement behavior.
Consequently, consumers should (i) know what pieces of information they need; (ii) process
those pieces with factors relating to their situation, tastes, and preferences; and (iii) use the
output to make decisions about what financial products to purchase. However, this only begins
the process — consumers also need to know how to use and manage these products. Although
standard finance theory can rationalize the behavior of most households and thereby resolve the
discrepancy between actual and optimal behavior, some consumers still make investment
mistakes because of which their actual behavior diverges significantly from what is optimal. At
this stage, financial literacy can help such consumers resolve their mistakes. Financial literacy
provides the tools that enable the processing and managing to take place. Financial literacy and
the optimal provision of information are also key factors in consumer financial well-being (Bone,
2008).

Due to economic crisis, increasing consumer financial literacy is a public policy objective
to improve welfare through better decision-making. The recent mortgage crisis, consumer
overindebtedness and household bankruptcy rates provide evidence to support this goal.
Financial literacy is typically an input to model the need for financial education and explain
variation in financial outcomes (Monticone, 2010). Defining and appropriately measuring

financial literacy is essential to understand educational impact as well as barriers to effective
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financial choice. In general, financial literacy has two distinct components that are

frequently conflated in the literature: financial capacity and financial knowledge (Remund,
2010). Specifically, financial capacity is the ability to process and comprehend information and
statistics related to financial products, whereas financial knowledge involves adequate
knowledge about financial concepts and how financial products work (Huhmann & McQuitty,
2009). In other words, financial capacity is learning-based, whereas financial knowledge is
memory-based (Remund, 2010). A consumer’s financial capacity (i.e. processing capacity or
cognitive ability in regard to financial information) and financial knowledge (i.e. prior
knowledge of financial products and services) should interact in determining that consumer’s
financial numeracy (i.e. proficiency or expertise in comprehending financial information during
decision making) (Huhmann & McQuitty, 2009).

In recent days, researchers and consumer educators are increasingly using theory to rigor
to the practice of financial literacy as personal finance seeks to define and establish itself (Lyons
& Neelakantan, 2008). Theory may help a practitioner identify the wrong goals. Theory may
also provide practitioners with a baseline for the right goals. Based on the role of theory,
financial education can help consumers (i) clearly identify and define individual financial
success, (ii) realize and change their behavior to achieve financial success, and (iii) evaluate
whether financial success has been achieved (Lyons & Neelakantan, 2008).

The work to date provides a promising foundation for rigorous, theory-based approaches
to financial literacy. That is, the results of this study can be one key to designing effective
education programs for financial literacy by showing that all goal-related behaviors, such as
optimizing financial management outcomes, are regulated by either a prevention focus or a

promotion focus. Consumer educators could take the form of screening criteria at the real core
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of financial literacy and operationalize these findings within a financial education initiative.

With this backdrop, researchers and practitioners should each be cognizant of the proper use of
theory. Finally, consumer behavior change involves progressing through a series of stages, with
individuals commonly relapsing before successfully giving up negative behaviors or engaging in
positive behaviors. Researchers and practitioners use the theory to identify the stage at which
individuals are ready and able to change their behavior. However, theories from psychology and
finance need to be modified before they can be applied to changing financial behavior. They then
apply appropriate educational and literacy interventions tailored to meet individuals’ specific
needs at that stage. Furthermore, financial education programs cannot be implemented and
evaluated using a “one-size-fits-all” approach because interdisciplinary nature of personal
finance poses a challenge. Before researchers can communicate the usefulness of theory to
practitioners, they need to develop a better understanding of the theories themselves, especially
those outside of their own field. Theory provides context, and a baseline, for what consumers
should be doing in practice. As a result, ignoring theory would not be a problem if practitioners’
anecdote-based recommendations always led to consumers making optimal financial decisions.
In recent years, a number of federal regulators and state government agencies as well as private
financial institutions have devoted resources toward consumer financial literacy programs. The
current study suggests that applying theoretical approaches to consumer financial literacy and
education may be worthwhile.

Taken together, as shown in Figure 20, the present findings serve to show that the effects
of both internal (regulatory focus) and external (ad strategies and ad disclosures) are evident and
relatively independent of each other, suggesting that the need to address these types of variables

in enhancing financial welfare. For instance, comprehensive financial education media
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campaigns can be important elements in increasing financial literacy and motivation

(Howlett et al., 2008). Perry and Morris (2005) reiterate the positive role of financial education
in financial planning behavior. Especially, financial services marketing communcantions,
including strategic message platforms, message heuristics, media planning, budget issues, and
measurement and evaluation decisions are all additional factors essential in the success of such
efforts (Karniouchina et al., 2009; Pham & Avnet, 2004). As discussed earlier, careful
segmentation is expected to enhance financial welfare in conjunction with target audiences’
demographic, psychographic, geographic, and cultural characteristics (Karrh, 2004; Zhao &

Pechmann, 2007).
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Limitations and Avenues for Future Research

As with any research, caution must be exercised before generalizing these results to
situations beyond those studied. Several key limitations require greater attention in future
research. First, as indicated in Figure 22, future research should examine other psychological
factors (e.g., financial knowledge, involvement, motivation, self-efficacy, etc.) that may affect
financial decision-making. For example, different consumers’ characteristics, such as financial
knowledge, product involvement and motivation can affect consumers’ response to different
messages in relation to their regulatory orientations (Lee & Aaker, 2004). Howlett et al. (2008)
found that employees may be more likely to participate in retirement plans if they are primed to
think about the future benefits of participating and/or the potential future consequences of not
participating by inducing higher levels of consumers’ future consequences.

Given the importance of financial literacy, a further aspect that should be considered is
the influence of financial knowledge on financial decision-making in the context of FSA. As
found by Perry and Morris (2005), in the absence of basic financial knowledge, consumers’
orientation toward the future had little influence on the likelihood of contributing to a 401(k)
plan. The effect of consumers’ future orientation did not seem to be present when consumers
were not presented basic information on how a 401(k) plan worked. However, with some basic
level of financial knowledge, consumers with higher levels of future orientation both expressed
higher likelihood of contributing to a 401(k) plan and had less-favorable attitudes toward a risky
investment than consumers with lower levels of future orientation. This finding reinforces the
importance of sound financial knowledge. However, given that financial knowledge is
multifaceted (Monticone, 2010; Remund, 2010), further research should investigate what kinds

of financial literacy have the most impact on financial behavior and other outcomes. As
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discussed above, financial literacy involves one’s understanding and knowledge of financial

concepts and is imperative for effective consumer financial decision making (Fox et al., 2005).
In addition, future research needs to examine the extent to which consumers understand financial
information and how financial knowledge affects their financial decisions in the context of FSA.
Second, as most studies on regulatory focus to date, the design of this study was based
on the assumption that consumers’ response to FSA and corresponding financial decision-
making are moderated by regulatory focus. However, Lee and Higgins (2009) state that although
regulatory focus can influence persuasion through fit effects (i.e., either feeling right or
engagement strength mechanisms), the underlying psychological processes behind these
mechanisms may differ due to boundary conditions or exterior factors. For instance, recent
theorizing (Lee & Higgins, 2009) has identified a number of boundary conditions (e.g.,
motivation) that may not yield positive outcomes. Furthermore, another relevant extension of
this study would be to incorporate the influence of socio-demographic, behavioral, contextual,
historical, and situational factors in future research since these factors are some of the
antecedents of consumers’ financial decision-making as well as FSA effectiveness (Huhmann &
McQuitty, 2009) (see, Figure 22). Hence, more research is needed to delineate theses processes
and examine the impact of boundary conditions and other factors on regulatory focus, especially
in relation to individual financial behavior. Results would not explain that regulatory focus
theory introduced a critical distinction between the independence of the system level of self-
regulation (i.e., whether individuals were approaching desired end-states or avoiding undesired
end-states) and the strategic level of self-regulation (i.e., whether individuals were approaching
those desired end- states or avoiding those undesired end-states using either eager or vigilant

strategies) (Hong & Lee, 2008). Future research should more clearly differentiate between the
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strategic and tactical levels of self-regulation with respect to financial behavior. The

distinction between a general and a task-related regulatory fit (and nonfat) experience is
important and would be important from a theory development and policy implication
perspective.

Third, this study was conducted in the U.S., so the results may not be generalizable to
other countries or cultures where the dominant regulatory focus may differ (see, Figure 22). For
instance, financial customers in a bear financial market are likely to be prevention focused,
whereas those in a bull market are likely to be promotion focused (Zhou & Pham, 2004). In
addition, there is evidence of cross-cultural differences in regulatory focus predominance and in
regulatory mode predominance (Lee et al., 2008), but cross-cultural studies on regulatory focus
and persuasion have yet to be conducted. Specifically, in cross-cultural research, Morris and
Peng (1994) observed that those from a collectivist culture assigned greater weights to low-level
contextual factors than did those from an individualist culture. And, Trafimow, Triandis, and
Goto (1991) found that when participants were asked to describe themselves, those from a
collectivist culture used more concrete self-descriptions, whereas those from an individualist
culture were more likely to provide self-descriptions that were relatively abstract. Consistent
with the fit from the construal hypothesis, previous studies indicate that membership in a
collectivist or individualistic culture can serve as one indicator of regulatory orientation (Lee et
al., 2000). Simply put, individuals from a collectivist culture are more prevention-focused and
those from an individualistic culture are more promotion-focused. From a managerial
perspective, identifying groups that have a naturally occurring predominance of one orientation
or the other, and testing whether fit effects can be produced with these different groups, should

be given attention to financial services marketers. Also, describing promotion benefits using
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high-level construals and prevention benefits using low-level construals warrants attention in

future research into creating self-contained fit messages in situations where the regulatory
orientation of the target consumer is unknown or mixed (Wang & Lee, 2006). Thus, future
research should further substantiate the role of culture on consumers’ financial behavior in the
context of financial services marketing.

Fourth, although this study followed recommended procedures for ad copy tests,
employed professionally designed ad stimuli, and used an actual investor sample from several
major markets reflecting U.S. demographics, the generalizability of the findings may be limited
in ways specific to copy test research. In particular, given the hypothetical context in which the
experiment that was conducted, there are many factors that restrict the generalizability of these
findings to the actual market place because this study’s participants examined financial services
ad outside of the natural setting where a mix of situational and contextual influences may lead to
different responses. Researchers concerned by these limitations would be advised to employ
qualitative research methods (e.g., observation, focus group, projective technique, etc.), thereby
providing a deeper insight into consumer financial behavior.

Fifth, additional research opportunities exist regarding judgmental heuristic cues and
biased financial decision making (see, Figure 22). In behavioral finance, judgmental heuristics
(also called ‘mental shortcuts’ or ‘rules of thumb’) are considered as the underlying forces
leading to irrational economic decisions in the human cognitive system (Kahneman, 2003).
Research has indicated that judgmental heuristics systematically, but often unconsciously, lead to
oversimplified and suboptimal financial decision making (Benartzi & Thaler, 2007; Morrin et al.,
2008). For example, Jordan and Kass (2002) found that private investors make use of

judgmental heuristics during the processing of mutual fund ads which lead to biases in their
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perception of risks and returns of mutual funds regardless of their expertise in the financial

offering and investment. Such judgmental heuristics were the anchoring heuristic (e.g.,
consumers cognitively rely on a numerical anchor value which is explicitly or implicitly
presented to them when arriving at an economic decision), the representativeness heuristic (e.g.,
consumers stereotypically believe that causes and effects will resemble one another), and the
affect heuristic (e.g., consumers make forecast, predictions, or assessment of a stimulus through
affective impressions or emotional states without deliberation). Johnson and Tellis (2005)
indicated that due to the significance of consumers’ tendency to overweight past trends of mutual
fund and reverse them after a certain length by revealing that in a market situation, investors can
hold subrational views. Benartzi and Thaler (2007) found that consumers cope with simple
heuristics and make less sophisticated decisions due to their systematic biases in the context of
retirement savings. Morrin et al. (2008) found that less knowledgeable consumers whose task is
to invest in a 401 (k) retirement plan are more likely to be subject to menu effects or structural
characteristics of 401 (k) plans when changing the asset allocation strategies of their portfolios in
response to choosing from a larger fund assortment. Perry (2008) provided empirical evidence
of negative consequences of overconfidence, that is, overestimation in consumer judgments
about credit quality. People who do not know their credit rating are more likely to overestimate
than to underestimate their credit quality. This tendency toward overestimation may lead
consumers to be less cautious in their financial decision-making. Taken from these findings, it
would be interesting to replicate this study with judgmental heuristic cues in FSA.

Sixth, future research should consider sampling a much wider base of consumers in light
of wide-ranging geo-demographic variables including income, gender, education, family,

ethnicity, residence, and so forth. although this study used all actual (or potential) investors that



166
were interested in or engaged in mutual fund and retirement plan to test the hypotheses, they

are a homogeneous group, which may limit the generalizability of the entire population of all
consumers. As suggested by Zhou and Pham (2004), respondents may have a different mental
accounting and make its relevant economic decisions depending upon different life situations.
Also, people with higher income can afford to take greater risks. For instance, in the health
insurance and retirement plan market, collective financial plans (e.g., a specific insurance
scheme arranged by an insurer for group of employees by an employer) still exist, but individuals
have the discretion to join or switch individual plans each year. Considering these aspects, it
would be wise to extend this research to a workplace environment and capture the actual
investment decisions of different target segments across financial products (e.g., heath insurance
and retirement plan). It would be also interesting to compare decision-making styles of financial
asset management professionals (who could be regarded as experts) and individual consumers
who could be considered novices with respect to this domain.

Seventh, the results of this study limit the manipulations to a single form of investment
product (e.g., mutual fund). Other financial offerings (e.g., credit card, insurance, securities,
bond, loan, savings and deposits, etc.) might produce different results (Daryanto et al., 2009). As
found by prior studies (e.g., Micu & Chowdhury, 2010; Zhou & Pham, 2004), consumers’
regulatory focus varies between different product categories. For instance, hedonic product
categories are related more to promotion focused goals, whereas utilitarian product categories are
more related to prevention goals (Chernev, 2004). Likewise, in the minds of consumer investors,
financial products seem to be associated with distinct regulatory orientations (Zhou & Pham,
2004). Zhou and Pham (2004)’s findings show that some products, such as individual stocks and

trading accounts, seem to be identified with promotion and achievements. Other products, such
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as mutual funds and retirement accounts, seem to be identified with the prevention and

avoidance of losses (Zhou & Pham, 2004). These mental associations were found to be evident
in experiments, where the mere evaluation of investment opportunities, labeled either as
individual stocks in trading accounts or as mutual funds in retirement accounts, which triggered
distinct promotion or prevention orientations that carried over to unrelated judgments and
decisions. These associations were also evident in another experiment, where the mere priming
of promotion versus prevention was found to influence how consumers allocated money across
different types of assets and different types of accounts (Zhou & Pham, 2004). Stemming from
the above reasoning, future research should provide practical insights into the compatibility
between ad practices (e.g., ad claims and ad information provisions) and financial products that
are promotion-focused versus prevention-focused.

Eighth, this study employed the two contrasting ad strategies, but questions remain about
the role of various creative and appeal strategies on financial decision-making. For example,
activating mood states and creating emotional responses were particularly the case when mood
states were associated with a promotion rather than a prevention focus (Baas, De Dreu, &
Nijstad, 2008). Given that the impact of mood dimensions, such as level of activation and
regulatory focus on consumer evaluations and judgments, researchers and practitioners would
benefit from a careful and calibrated choice of what specific mood state to induce or measure and
with what method or instrument for the sake of advertising persuasion. Then, are consumers
more persuaded by appeals that address just their regulatory concerns or by mixed appeals that
address both promotion and prevention concerns? Does it matter if consumers are processing the

appeals systematically or heuristically? The effectiveness of pure versus mixed appeals when
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consumers engage in systematic versus heuristic processing awaits further research. These

inquires deserve future attention.

Finally, print ads were used; therefore, the findings might not hold in other sorts of
media. Keller (2006) suggests that regulatory focus may be induced or activated either by the
context in which the advertisements are transmitted or even by an ad itself. Therefore,
advertising media planners should consider the fit between target audiences’ regulatory
orientations and media vehicle and content. For instance, regulatory focus could be induced
through a TV-ad by using images or scenes which activate either promotion or prevention focus.
The regulatory focus activated by the spot should then be coherent with the goal-framing of the
advertising slogan. Furthermore, different radio or TV-programs could induce either promotion
or prevention focus. A game show may activate a promotion focus, whereas a documentary
about the protection of nature may induce a prevention focus. Commercials transmitted during
or after specific programs could be more effective if their message fits the focus induced by the
programs. More recently, Noort et al. (2008) revealed that the persuasiveness of online cues
depends on consumers’ regulatory goals — specifically, that a regulatory fit between Web content
and consumers’ prevention focus positively influences consumers’ responses. From this point of
view, future research needs to take into account the relationship between consumers’ regulatory

focus, advertising vehicles and contents in different media settings.
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Appendix A: Ad Stimuli

Stimuli (1):
Informational Ad Without Ad Disclosure

Stimuli (2):
Informational Ad With Ad Disclosure

—

INVESTING IN MUTUAL FUNDS OFFERS YOU A SIMPLE, EFFIC
WAY TO MEET YOUR RETIREMENT OR EDUCATION NEEDS

(Kiplinger's, ]

TLee__.

It's not casy to know how much to invest now so that funds are available
your children’s college years or for your retirement. Mutual funds offer
diversified options. including stocks, bonds. and money market mutus
funds, all professionally managed to bring you an optimum return on yo
investment at a risk level that is comfortable for you.

Our portfolio manager selects primarily from the 1,500 largest publicly
traded UL ies. Our managers use quantitative models to constru
the portfolio of investment options for our funds.

AUTJ Lee Investment Company, our disciplined investor-focused approach has helped individuals reach their goals £
over 50 years through a variety of market conditions.

Talk toa TJ Lee financial advisor. Whether your planning for college tuition, your own retirement or other goals, we
help you find a simple, efficient way to meet your goals through investing in mutual funds.

review the

ctus, which containg more information about the Fund and its risks. Yo

o may want und's pro

forma

ahout the Fund. including the statement of additionsl information and mst recent reports 1o sharcholders, ol
information at no cost by caling 1-800. 1234567 or by sending an o-mail request The Fund's prospectus
dated April 27, 2010, and most recent report dated June 10, 2010, "y Prospectus

Stimuli (3):
Transformational Ad Without Ad
Disclosure

—

INVESTING IN MUTUAL FUNDS OFFERS YOU A SIMPLE, EFFIC
WAY TO MEET YOUR RETIREMENT OR EDUCATION NEEDS

(Kiplinger's, J

Tree__.

Investment Objective: Long-term capital

that funds are available for your children’s college
years or for your retirement. Mutual funds offer
diversified options, including stocks, bonds. and

il professionally

ed o bring you an optimum return on your
investment ata risk level that is comfortable foryou.

Fees and Expenses of the Fund: The tabk
describe the fees and expenses that you pay
buy and hold shares of the fund.

Clma

s Salos Chogs L
[

vy —
o o e ot s P
Our portfolio manager selects primarily from the e o),
1.500 largest publicly traded U.S. companies. Our
managers use quantitative models to construct the

portfolio of investment options for our funds.

al Total Return: The following gr.
some indications of the risks of investing

AtTJ Lee Investment Company. our focused 2 ch
as helped individuals reach their goals for over 50 years through a variety
arket conditions.

your own retirement or other goals. we’ll help you find a simple, effi

200 M 2 T 4 o 6 D o
waty 1o meet your goals through investing in mutual funds.

the Fund's prospectus, which contains more information shout the Fund and its risks. You can find the Fund's prospect

sharcholders. online at www.(jleciny estment.com. You can

mermt.com, The Fund's prospectus wnd statement of sdditional infon
S Prospectus.

Stimuli (4):

Transformational Ad Without Ad Disclosure

—

KIDS DEPEND ON THEIR PARENTS FOR A SOUND, FINANCIAL FU

(Kiplinger's, 1

Kids depend on their parents for lots of things, Advice. Comfort. Support
Love, Parents dream of giving their children the best future possible.
These future dreams depend on a secure financial future.

Knowing how much money to setaside for your child’s college educatiol
or for your own retirement is not easy. Investing in TJ Lee managed
mutual funds is one sound way to be read for your child’s college years
and your own retirement and other goals.

Mutual funds offer diversified options, including stocks, bonds, and money market funds. TJ Lee’s mutual funds a
atarisk level fi for you.

professionally managed to bring you an optimum return on your i

While there are no guars in life, wise i tment decisions are an i step toward ing your drear
for your children and you into realities. Take charge of your dreams by investing in TJ Lee managed mutual funds.

Beore you imvest, you may want 1o review the Fund's prospectus, which containg more information about the Fund und its isks. You can find the Fund's prospect

information about the Fund. including the statement of additional information an mest recent reports oaline at ww. ou can
information at no cost by calling 1-800-123-4567 or by sending an ¢-mail request t additional Infon
dated April 27, 2010, and most recent dated June 30, 2010, ) nto his Prospectus.

—

KIDS DEPEND ON THEIR PARENTS FOR A SOUND, FINANCIAL FU!

(Kiplinger's, Ja

Investment Objective: Long-term capital g

Kids depend on their parents for lots of things.
Advice. Comfort. Support. Love. Parents dream of
giving their children the best future possible. These
future dreams depend on a secure financial future.

Fees and Expenses of the Fund: The table:
describe the fees and expenses that you pay
buy and hold shares of the fund

CmA |

Mexiounn Soks Charge L) ot 675%

Knowing how much money to set Iachuses (a5 percentage of ofkrieg price)

ide for your

child's college education or for your own Sdecim el Sl Chg (Londi s N

etireme e vesting in TJ Lee manages ecentge of Lo of gl pacho
rxummmm,nu.x\\v Investing in TJ Lee managed Lovogs 3

mutual funds is one sound way to be read for your

child’s coll ears and your own retirement and Annual T

al Return: The following graph
some indications of the risks of investing in

other goals.

£ nmm

2%
Mutual funds offer diversified options, including stocks, bonds, and money 0%
market funds. TJ Lee's mutual funds are professionally managed to bring youan ~ os
optimum return on your investment at a risk level comfortable for you. sk

20%
While there are no guarantees in life, wise investment decisions are an important 0%

step toward transforming your dreams for your children and you into realities.
Take charge of your dreams by investing in TJ Lee managed mutual funds,

2000 ‘01 02 03 04 05 '06 07 08

Before you invest, you may want 10 review the Fund's prospectss, which coatains more information about the Fund and its risks. You can find the Fund's prospectu
information about the Fund, including the statement of additionsl information and most recent reports 10 shareholders, online at wwwtjleeinyestment.com, You an a
information s o cost by calling 1-800-123-4567 or by sending an e-mail request t infod i and statement of additional inform
dated April 27, 2010, and most recent rep dated June 30, 2010, are all i intothis S ospe




190
Appendix B. Measurements

Regulatory Focus (Lockwood et al., 2002)

Notatall true 0f mMe ..o e Very
true of me
1 2 3 4 5 6 7 8 9

. In general, | am focused on preventing negative events in my life.
. I am anxious that I will fall short of my responsibilities and obligations.
. | frequently imagine how | will achieve my hopes and aspirations.
. | often think about the person | am afraid | might become in the future.
. I often think about the person | would ideally like to be in the future.
. I typically focus on the success | hope to achieve in the future.
. | often worry that I will fail to accomplish my professional goals.
. | often think about how I will achieve professional success.
. | often imagine myself experiencing bad things that | fear might happen to me.
10. I frequently think about how I can prevent failures in my life.
11. 1 am more oriented toward preventing losses than | am toward achieving gains.
12. My major goal at work right now is to achieve my professional ambitions.
13. My major goal at work right now is to avoid becoming a professional failure.
14. I see myself as someone who is primarily striving to reach my “ideal self”—to fulfill
my hopes, wishes, and aspirations.
15. I see myself as someone who is primarily striving to become the self I “ought” to
be—to fulfill my duties, responsibilities, and obligations.
16. In general, | am focused on achieving positive outcomes in my life.
17. 1 often imagine myself experiencing good things that | hope will happen to me.
18. Overall, I am more oriented toward achieving success than preventing failure.

©ooo Nk~ wWNE

Financial Knowledge (Lee & Cho, 2005)

Strongly dISAGIEE .. .vvieetie e Strongly
agree
1 2 3 4 5 6 7

1. My household knows how to choose the financial products and services that are best
for us.

2. 1 do a very good job of keeping my financial affairs in order.

3. Often I’'m not sure whether the financial decisions I’ve made are the right ones.*

4. | feel qualified to make my own investment decisions.

Risk Perception of the Financial Product (Jordan & Kass, 2002)
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Strongly diSAGIEE ... .ventii i Strongly
agree
1 2 3 4 5

1. This mutual fund bears a high risk of losing money.

2. | feel uncertain about investing in this mutual fund, as | feel uninformed about it.

3 This mutual fund bears a high risk of missing personal investment objective.

4. | feel uncertain about investing in this mutual fund, as | feel incompetent about it.

5. Investing in this fund also entails good chances to realize higher, above-average
returns.

6. Regarding this mutual fund, I reckon there will be significant performance variations
over time.

Attitudes towards the Financial Product (MacKenzie & Lutz, 1989)

Strongly diSAGIEE ....vviei ittt e Strongly
agree
1 2 3 4 5 6 7

1. My overall impression of the financial product is positive.
2. My overall impression of the financial product is favorable.
3. My overall impression of the financial product is good.

Purchase Intention (Kozup et al., 2008)

LSS LIKCLY .ot e
More likely
1 2 3 4 5 6 7

1. Assuming you were going to invest in a mutual fund, would you be more or less likely
to

invest in this fund?

2. How probable is it that you would consider investing in this fund, if you were going to
invest?

3. How likely would you be to invest in this fund, given the information shown?

Demographics

1. Please indicate your age:



2. Please indicate your primary residence (write in city/state — and country if outside
of USA):

192

3. Please indicate your gender:

[ ] Male
[ ] Female

4. Indicate your marital status:
[ ] Married
[ ] Not married (never married, divorced, widowed, etc.)

5. Indicate the answer that best represents your race:
[ ] African American/Black

[ ] American Indian/Eskimo/Aleut

[ ] Asian

[ ] Caucasian/White

[ ] Multi-racial

[ ] Native Hawaiian/Pacific Islander

[ ] Spanish/Hispanic/Latino

[ ] Other

6. Indicate the answer that best represents the highest level of education you have
completed:

[ ] Grade school/elementary

[_] High school/GED

[ ] Some college/no degree

[ ] Associate’s degree

[ ] Bachelor’s degree

[] Master’s degree

[] Terminal degree (JD, MD, PhD, EdD, etc.)

7. Indicate the category that best represents your current employment status:
[ ] Full time

[ ] Part time

[] Retired/Unemployed

[ ] Student

[ ] Other

8. What is your (and your spouse’s combined) total before-tax income? Please consider

income from all sources, including work, alimony, child support, rental income,
investment income and any other money you may receive. (MARK ONE ANSWER
ONLY)

[ ] Under $15,000
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[]$15,000 to $24,999

[]$25,000 to $34,999

[]$35,000 to $44,999

[] $45,000 to $54,999

[] $55,000 to $64,999

[] $65,000 to $74,999

[]$75,000 to $100,000

[ ] More than $100,000
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