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JOURNAL REPORTS: WEALTH MANAGEMENT
The Key to Financial Discipline? It
May be as Simple as Taking a Class

Study suggests students who took a basic financial-education course exhibited lower levels
of impulsive behavior

Researchers found that as study participants gained more self-control they also gained more risk tolerance.
ILLUSTRATION: JUN CEN FOR THE WALL STREET JOURNAL
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It is well-known that successful investing requires patience and the ability to delay
gratification. The question has long been: Can such discipline be taught?

Arecent study suggests it can.

Researchers at Utah State University found that students who completed a basic
financial-education course were more willing to wait for a bigger financial payout than
those who didn’t. Put another way, those who took the class exhibited lower levels of
impulsive behavior.

“We see evidence that we can teach people self-control,” says William DeHart, a
graduate student at Utah State University and one of the authors of the study, which
appeared in PLOS ONE, a scientific journal published by the Public Library of Science,
in July 2016.

The researchers studied the behavior of two

JOURNAL REPORT separate groups of college students over the
« Insights from The Experts course of a semester. They tested what they call
« Read more at WSJ.com/WealthReport “delay discounting.” In the simplest terms, it

looks at whether people are willing to wait to
receive a bigger payout, or alternatively get a
smaller payoff now.

MORE IN WEALTH MANAGEMENT

o In Praise of a Nomadic Life
« Should Social Security be Privatized? One group of 237 students took a semester of

« For Grad Students, It May Pay to Go Abroad ~ financial education, while another group of 80,
« Do You Have the lllusion of Poverty or Wealth? the control group, took abnormal psychology.

« Investors Follow Their Faith Both groups were tested at the beginning of the
« Chances of an IRS Audit Are Getting Lower semester and near the end on their willingness

Crude Oil ¥ 4756 -3.12%


http://journals.plos.org/plosone/article?id=10.1371/journal.pone.0159561
http://quotes.wsj.com/index/DJIA
http://quotes.wsj.com/index/SPX
http://quotes.wsj.com/index/COMP
http://quotes.wsj.com/bond/BX/TMUBMUSD10Y
http://quotes.wsj.com/futures/Crude%20Oil%20-%20Electronic
https://www.wsj.com/news/types/journal-reports-wealth-management
http://blogs.wsj.com/experts/category/wealth-management/
http://www.wsj.com/news/types/journal-reports-wealth-management
https://www.wsj.com/articles/in-praise-of-a-nomadic-life-1490582016
https://www.wsj.com/articles/should-social-security-be-privatized-1490582138
https://www.wsj.com/articles/for-u-s-grad-students-overseas-schools-beckon-1490278126
https://www.wsj.com/articles/would-you-rather-have-1-million-or-5-000-monthly-in-retirement-1490582208
https://www.wsj.com/articles/financial-advisers-put-faith-in-religion-based-investing-1490363559
https://www.wsj.com/articles/chances-of-an-irs-audit-are-lowand-getting-lower-1490582326

to wait longer for bigger payouts, as well as their attitudes toward risk.

“We found an increase in self-control by the end of the semester for the financial-
class takers but no change for the control group,” says Mr. DeHart. That finding held
true regardless of how much self-control a student started the financial-education
class with, he says. “Everybody improved at about the same rate, regardless of where
they started,” says Mr. DeHart.

Financial professionals say patience is critical to successful investing, but itis a
quality that is sorely lacking in many who seek out their advice.

“Especially when it comes to investing, we constantly have to remind people that it’s
along-term time thing,” says Jeff Carbone, co-founder and managing partner of
Cornerstone Financial Partners in Huntersville N.C. “But everybody continues to
look at the short term; long term is tomorrow.”

One phenomenon that the researchers found was that as students gained more self-
control they also gained more risk tolerance, or a willingness to see larger swings in
value in the short term in exchange for more gains later.

Still to be discovered is how long the effects of the financial class last. Mr. DeHart
says he and his colleagues are working on follow-up research to determine that.

The Utah researchers believe their work may have applications beyond finance, in
areas where delayed gratification plays an important role. For example, Mr. DeHart
says the team is developing a program for people undergoing substance-abuse
treatment, both voluntary and court-ordered.
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“The results of the delayed-gratification study were promising enough for us to push
forward on another type of intervention,” he says.

Mr. Constable is a writer in New York. He can be reached at reports@wsj.com.

Appeared in the March 27, 2017, print edition as 'The Key to Financial Discipline May Be
as Simple as This: Take a Class.”
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