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I conduct a �eld experiment to study the relationship between peoples’

misunderstanding of compound interest and their pension contributions

in rural China. I �nd that explaining the concept of compound interest to

subjects increased pension contributions by roughly 40%. The treatment

effect is larger for those who underestimate compound interest than for

those who overestimate compound interest. Moreover, �nancial

education enables households to partially correct their misunderstanding

of compound interest. I structurally estimate the level of

misunderstanding of compound interest and conduct a counterfactual

welfare analysis: lifetime utility increases by about 10% if subjects’

misunderstanding of compound interest is eliminated.

Authors have furnished an Internet Appendix, which is available on the

Oxford University Press Web site next to the link to the �nal published

paper online.

https://doi.org/10.1093/rfs/hhz074
javascript:;
javascript:;
mailto:journals.permissions@oup.com
https://academic.oup.com/journals/pages/open_access/funder_policies/chorus/standard_publication_model
https://academic.oup.com/rfs/search-results?page=1&tax=JEL/D03
https://academic.oup.com/rfs/search-results?page=1&tax=JEL/D14
https://academic.oup.com/rfs/search-results?page=1&tax=JEL/J26
https://academic.oup.com/rfs/search-results?page=1&tax=JEL/O16
https://academic.oup.com/rfs/search-results?f_TocHeadingTitleList=Articles


Sign in Get help with access

Personal account

Sign in with email/username &
password

Get email alerts

Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Sign in  Register

Institutional access

Sign in through your
institution

Sign in through your institution

Sign in with a library card

Sign in with username/password

Recommend to your librarian

Institutional account
management

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Financial Illiteracy and Pension Contributions: A Field Experiment on Compound Interest in
China - 24 Hours access

EUR €53.00 GBP £44.00 USD $58.00

Editor:  

You do not currently have access to this article.

Stijn Van Nieuwerburgh

javascript:;
https://academic.oup.com/my-account/register?siteId=5511&returnUrl=http%3a%2f%2facademic.oup.com%2frfs%2farticle-abstract%2f33%2f2%2f916%2f5530608%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=rfs
javascript:
https://academic.oup.com/rfs/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5511&returnUrl=https://academic.oup.com%2frfs%2farticle-abstract%2f33%2f2%2f916%2f5530608%3fredirectedFrom%3dfulltext
javascript:;


Rental

This article is also available for rental through DeepDyve.

https://www.deepdyve.com/lp/ou-press/financial-illiteracy-and-pension-contributions-a-field-experiment-on-5Z29fHFNoL?key=OUP

