May 012019

The Credit Card Debt Puzzle: The Role of Preferences, Credit Access Risk, and
Financial Literacy &

Olga Gorbachev, Maria José Luengo-Prado
2 Author and Article Information
The Review of Economics and Statistics (2019) 101 (2): 294-3009.

https://doi.org/101162/rest_a_00752  Article history &

Cite Permissions Share v Views v

Abstract

We use the 1979 National Longitudinal Survey of Youth to revisit what is termed the credit card debt
puzzle: why consumers simultaneously co-hold high-interest credit card debt and low-interest assets
that could be used to pay down this debt. Relative to individuals with no credit card debt but positive
liquid assets, borrower-savers have very different perceptions of future credit access risk and use
credit cards for precautionary motives. Moreover, changing perceptions about credit access risk are
essential for predicting transitions among the two groups. Preferences and the composition of
financial portfolios also play a role in these transitions.

© 2019 by the President and Fellows of Harvard College and the Massachusetts Institute of Technology

Supplementary data
rest_ a 00752-esupp- pdf file

You do not currently have access to this content.

Signin

Don't already have an account? Register

Client Account
Email address / Username

Password

Ski


javascript:;
https://doi.org/10.1162/rest_a_00752
javascript:;
https://direct.mit.edu/journals/pages/rights-permissions
https://mitp.silverchair-cdn.com/mitp/content_public/journal/rest/101/2/10.1162_rest_a_00752/2/rest_a_00752-esupp.pdf?Expires=1757668537&Signature=qpGdHYa8HhIVZNnbpG7zSxpvT~w2y9~m5xsYjEuDVehFLWVEvHT3OGGeF7bVjU5-tA4mrHID9wyXMB5dyq2r4XAtKCuCvlRBqJeMa-BZl5RYjL5th9qqzF32xIvbD0-rVASVwtQ~Uc52-GqKwYxtCE~I-VAyPvVKJ7vwR~1SLPBxWeLFBeRH84pSqkHRTbD0aQOsqwsWjz20Ms0pCKoRWuzXL1m6mgdKW-Kgo2--TQtitrtvGy7JRWOV-KmX04~uLm5gmb8bhtcB~8b4ASYjudSGt3W-nAzSCnNgHlas0As~G5bARTqiEKveCVh2zWCa35IpiggXPdzA5Efnu15bAg__&Key-Pair-Id=APKAIE5G5CRDK6RD3PGA
https://direct.mit.edu/my-account/register?siteId=1000065&returnUrl=https%3a%2f%2fdirect.mit.edu%2frest%2farticle-abstract%2f101%2f2%2f294%2f58511%2fThe-Credit-Card-Debt-Puzzle-The-Role-of%3fredirectedFrom%3dfulltext
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;

Reset password

Register

Sign in via your Institution

Sign in via your Institution

Email Alerts
Article Activity Alert

Latest Issue Alert

37 View Metrics

Latest Most Read Most Cited

Review of Economics and Statistics 2025 Annual Report

Productivity Gains from Trade: Bunching Estimates from
Trading Rights in China

Harvesting the Rain: The Adoption of Environmental
Technologies in the Sahel

Immigration and the Top 1 Percent

Skip to Main Content Cited By

Web of Science (23)


javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://direct.mit.edu/rest/article/107/4/1/131759/Review-of-Economics-and-Statistics-2025-Annual
https://direct.mit.edu/rest/article/doi/10.1162/rest_a_01392/118333/Productivity-Gains-from-Trade-Bunching-Estimates
https://direct.mit.edu/rest/article/doi/10.1162/rest_a_01404/118766/Harvesting-the-Rain-The-Adoption-of-Environmental
https://direct.mit.edu/rest/article/107/4/1123/119493/Immigration-and-the-Top-1-Percent
https://www.webofscience.com/api/gateway?GWVersion=2&SrcApp=silverchair&SrcAuth=WosAPI&KeyUT=WOS:000467879400007&DestLinkType=CitingArticles&DestApp=WOS_CPL
https://direct.mit.edu/my-account/reset-password
https://direct.mit.edu/my-account/register?siteId=1000065&returnUrl=https%3a%2f%2fdirect.mit.edu%2frest%2farticle-abstract%2f101%2f2%2f294%2f58511%2fThe-Credit-Card-Debt-Puzzle-The-Role-of%3fredirectedFrom%3dfulltext
https://direct.mit.edu/institutional-login?returnUrl=https%3a%2f%2fdirect.mit.edu%2frest%2farticle-abstract%2f101%2f2%2f294%2f58511%2fThe-Credit-Card-Debt-Puzzle-The-Role-of%3fredirectedFrom%3dfulltext
https://direct.mit.edu/store/add/58511/3
https://badge.dimensions.ai/details/doi/10.1162/rest_a_00752?domain=https://direct.mit.edu

Google Scholar

Crossref (34)

Related Articles

Intra-Household Frictions, Anchoring, and the Credit Card
Debt Puzzle

The Review of Economics and Statistics (March,2025)

Competition and Pricing in the Credit Card Market

The Review of Economics and Statistics (August,2000)

Exploitative Contracting in a Life Cycle Savings Model

The Review of Economics and Statistics (November,2024)

Credit Card Redlining

The Review of Economics and Statistics (May,2011)

Related Book Chapters

Credit Cards: Facts and Theories

The Economics of Consumer Credit

Hardware and Software Literacies
Now the Chips Are Down: The BBC Micro

Meet the Image Driven, the Planet Savers, and the
Thoughtfuls

The Demand Revolution: How Consumers Are Redefining Sustainability
and Transforming the Future of Business

Credits

The Primacy of the Subjective: Foundations for a Unified Theory of Mind
and Language

The Review of Economics and Statistics

SOHIRe I8EN: 6804@142  Print ISSN: 0034-6535


https://www.webofscience.com/api/gateway?GWVersion=2&SrcApp=silverchair&SrcAuth=WosAPI&KeyUT=WOS:000467879400007&DestLinkType=CitingArticles&DestApp=WOS_CPL
http://scholar.google.com/scholar?q=link:https%3A%2F%2Fdirect.mit.edu%2Frest%2Farticle%2F101%2F2%2F294%2F58511
https://direct.mit.edu/rest/crossref-citedby/58511
https://direct.mit.edu/rest/article/107/2/510/113781/Intra-Household-Frictions-Anchoring-and-the-Credit
https://direct.mit.edu/rest/article/82/3/499/57179/Competition-and-Pricing-in-the-Credit-Card-Market
https://direct.mit.edu/rest/article/doi/10.1162/rest_a_01540/125413/Exploitative-Contracting-in-a-Life-Cycle-Savings
https://direct.mit.edu/rest/article/93/2/700/58590/Credit-Card-Redlining
https://direct.mit.edu/books/edited-volume/2398/chapter/63340/Credit-Cards-Facts-and-Theories
https://direct.mit.edu/books/monograph/3468/chapter/117121/Hardware-and-Software-Literacies
https://direct.mit.edu/books/book/5850/chapter/5084698/Meet-the-Image-Driven-the-Planet-Savers-and-the
https://direct.mit.edu/books/monograph/3002/chapter/81853/Credits

||||“| MIT Press Direct

A product of The MIT Press

Newsletter sign up

¥ f in

MIT Press Direct

About MIT Press Direct
Books

Journals

CogNet

Information

Accessibility at MIT
MIT Press Direct VPAT
For Authors

For Customers

For Librarians

Direct to Open

Open Access

Media Inquiries

Rights and Permissions

For Advertisers

MIT Press

About the MIT Press
The MIT Press Reader
MIT Press Blog
Seasonal Catalogs
MIT Press Home

Give to the MIT Press

Contact Us

FAQ

Direct Service Desk

Skip to Main Content

© 2025 The MIT Press


https://direct.mit.edu/
https://mitpress.mit.edu/
https://mitpress.mit.edu/newsletter/
https://bsky.app/profile/mitpress.bsky.social
https://www.facebook.com/mitpress/
https://www.instagram.com/mitpress/
https://www.linkedin.com/company/the-mit-press/
https://twitter.com/mitpress
https://www.youtube.com/channel/UCeH0hmlPjGW2DN0Ntmd0FCQ
https://direct.mit.edu/about
https://direct.mit.edu/books
https://direct.mit.edu/journals
https://direct.mit.edu/pages/cognet
https://accessibility.mit.edu/
https://direct.mit.edu/pages/accessibility
https://direct.mit.edu/journals/pages/authors
https://direct.mit.edu/pages/customer_support
https://direct.mit.edu/pages/librarians
https://direct.mit.edu/books/pages/direct-to-open
https://direct.mit.edu/journals/pages/open-access
https://mitpress.mit.edu/media-inquiries/
https://direct.mit.edu/journals/pages/rights-permissions
https://direct.mit.edu/journals/pages/advertising-info
https://mitpress.mit.edu/about
https://thereader.mitpress.mit.edu/
https://mitpress.mit.edu/blog
https://mitpress.mit.edu/catalogs
https://mitpress.mit.edu/
https://mitpress.mit.edu/give-mit-press
https://direct.mit.edu/books/pages/User_Guides_and_FAQ
https://mitpress.atlassian.net/servicedesk/customer/portal/3

Terms of Use  Privacy Statement  Crossref Member COUNTER Member

The MIT Press colophon is registered in the U.S. Patent and Trademark Office


https://mitpress.mit.edu/terms-use
https://mitpress.mit.edu/privacy
https://www.crossref.org/
https://www.projectcounter.org/

