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Summary of the paper

How beliefs about student loan forgiveness influence repayment,
consumption, and employment?
Methodology

▶ Custom survey linked to credit bureau, employment, and spending data
▶ Event studies around key policy events
▶ RCT with differently slanted news articles

Main results
▶ Beliefs are responsive to policy news and announcements
▶ Optimistic borrowers reduce student loan payments, increase

nondurable spending, and reduce durable spending
▶ RCT shows causal effects of belief shifts on loan payments
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Voluntary payments and how informed are individuals?

How does informedness shape the reactions to the events and RCT?
▶ Are the optimists and pessimists similarly informed?
▶ Can you also look informed vs uninformed individuals?

What characteristics correlate with voluntary payments?
▶ Are these individuals less attentive towards the (proposed) policies?
▶ Given the declining trend of voluntary payments over time, were

individuals making “mistakes”?
▶ Are there loan characteristics (interest rates, maturity) explaining the

behavior?
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Identification strategy: Optimists vs. Pessimists

Identification assumption: no differential exposure to other shocks
Is optimism correlated with partisanship?

▶ Given motivated reasoning, Dems might have been more optimistic

Well-documented divergence in economic beliefs of Dems vs Reps
Expectations about inflation, interest rates, fiscal policy

Partisan inflation expectations from Binder, Kamdar, and Ryngaert (2024)
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Identification strategy: Optimists vs. Pessimists

Recent literature shows that individuals act on their expectations
▶ Inflation expectations on spending (Coibion et al., 2023)
▶ Inflation expectation uncertainty on spending (Georgarakos et al., 2024)

Include partisanship dummies interacted with month FE
Ensures that identification occurs within partisan camps
Same for other factors that proxy exposure to other shocks

▶ Credit scores, exposure to rising interest rates, ...
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Effect of RCT takes time to materialize

How do you rationalize the significant delay after the RCT?
Information on prior beliefs could help to sharpen the picture
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Sample Representativeness

Authors are very transparent about the matching procedure
Some differences between survey data and credit data population

▶ Survey respondents have $20k higher student loan balances
▶ Survey respondents have higher credit scores

Reweight the results to match the credit data population
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Policy uncertainty and MPX

The entire period is characterized by a lot of policy uncertainty
▶ Do you have individual-level uncertainty of their beliefs?

The MPX out of reduced student loan payments seems quite high
▶ Might be an artifact of the different samples used
▶ Estimate spending and debt effects on the same sample

Loans at individual level, but consumption could be at HH level
▶ If spouses also have loans & optimism is shared within HH, this would

explain the large consumption response
▶ Can you match married couples in the credit data?
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