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A Study on Preventing Financial
Exploitation of Older Adults:

A Perspective from Financial Decision Capacity

Chun-Yuan Chen*

Abstract

In recent years, there has been extensive discussion worldwide on
preventing financial exploitation, but relatively little focus has been
placed on the cognitive abilities of older adults. This paper argues that an
elderly person's cognitive ability and their likelihood of experiencing
financial exploitation are two sides of the same coin. Therefore, this paper
first examines the relationship between cognitive ability and financial
decision capacity in older adults, clarifying the concepts and processes
involved in financial decision-making for elderly consumers. It then
analyzes relevant regulations and decisions made by FOI, concluding with
specific recommendations.

This paper suggests that Professor Lichtenberg’s model offers a more
concrete framework for identifying the factors that influence older adults’
decision-making and is worth further consideration. Currently, Taiwan’s
assessment of cognitive and financial decision-making abilities remains
largely static and paper-based, leaving room for improvement. In
evaluating a client’s suitability, financial institutions could incorporate
questions related to cognitive and financial decision capacity and conduct
regular assessments. Additionally, the fiduciary duty and suitability

* Professor, Department of Risk Management and Insurance, National ChengChi University.
E-mail: cyc@mail2.nccu.tw
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obligations of relevant personnel should be strengthened and refined to
enhance their gatekeeping role. Finally, adopting the concept of Supported
Decision-Making (SDM) could be beneficial. Financial institutions should
inform elderly clients that they may invite family members, friends, or
trusted individuals to participate in discussions. However, the final
decision should ultimately remain with the older adult.

Keywords: Older Adults, Financial Consumers, Suitability, Financial
Exploitation, Financial Decision Capacity
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