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In addition to the existing preregistration plan, we preregister the Return Formula and

the Explaining Equilibrium Studies. These two studies are run as one data collection on

Prolific.

Study parameters

• Sample size: 2,000 (about 500 per treatment)

• Sample type: Prolific sample (no quotas except balance with respect to gender)

• Start of data collection: August 6, 2024 (after preregistration)

• Number of arms: 4

• Randomization method: Computerized via Qualtrics

• We plan to work with all complete responses. In the (typically very rare) case that

a respondent submits multiple responses, we only count the first response.

• Respondents can only start with the survey if they pass an attention screener.

Moreover, they can only proceed with the survey if they pass a comprehension quiz

that tests their understanding of the scenarios (multiple attempts are allowed).

Study design The survey consists of two parts. The first part of the survey contains

the experimental manipulation. We implement four conditions.

Return Formula Study:

Control short Participants learn how the growth rate of a population is calculated,

and in particular on how it depends on the difference between (i) the birth rate

and (ii) the death rate.

Return formula treatment Participants learn how the return of a stock is calcu-

lated, and in particular on how it depends on the ratio between (i) the sum of the
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dividend and the future stock price – which we label “future stock revenue” – and

(ii) the current stock price.

Explain Equilibrium Study:

Control long Participants receive the same instructions as in the short control arm

and, on top of this, learn that and why the growth rate of a population in a stable

ecosystem does not depend on the resource richness of the environment.

Explain equilibrium treatment Participants receive the same instructions as in

the return formula treatment and, on top of this, learn that and why the expected

future success of a company is not a reliable indicator of the future success of an

investment in its stock.

The second part is a shorter version of the main descriptive survey for households (see

full instructions of the main survey). We only consider the Nike good news case and ask

the following questions:

• Prediction: In all arms, respondents predict in which scenario the future expected

return of an investment in the stock over the next year will be higher. In the return

formula and the explain equilibrium conditions, participants are confronted with

a modified prediction screen, on which they additionally predict the differences

in the future stock revenue (dividend plus future stock price) and in the current

stock price across the two scenarios, just before they predict the difference in the

future return.

• Open-ended explanation of return prediction.

• Background characteristics.

• Question on the experimental hypothesis.

The precise instructions of the four conditions are attached below.

In comparison to the control conditions, the treatment conditions familiarize par-

ticipants with the return formula or with the return formula and the consequences of

equilibrium on stock markets. Other features such as text difficulty and length are com-

parable between the return formula treatment and the short control and comparable

between the explain equilibrium treatment and the long control.

Research question Do individuals forecast old news to be relevant for future returns

because they do not correctly apply the return formula? Or do they make such forecasts

because they do not understand the consequences of equilibrium on stock markets?
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We test whether explaining (i) the return formula or (ii) consequences of equilibrium

on stock markets affects individuals’ return expectations and the reasoning behind their

expectations. To do this, we compare forecasts in the return formula treatment with the

short control and forecasts in the explain equilibrium treatment with the long control.
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Return formula condition

[PAGE BREAK]

[PAGE BREAK]

4



[Participants have to click on a “next” button to reveal paragraphs step by step. Each
newly added paragraph is initially in bold. ]

[Participants click to reveal next step.]

[Participants click to reveal next step.]

[Participants click to reveal next step.]

[Participants click to reveal next step.]
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[. . . ]
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[page continued]
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Explain equilibrium condition

Participants first receive the same instructions as in the return formula condition, with

the exception of the final page featuring the open text question. Then, they addition-

ally receive the instructions shown below. The prediction screen later in the survey is

identical to the one in the return formula condition, which is included above.

[Participants have to click on a “next” button to reveal paragraphs step by step. ]

[Participants click to reveal next step]

[Participants click to reveal next step]

[PAGE BREAK]
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[Participants have to click on a “next” button to reveal points 1–4 step by step. Each newly
added step is initially in bold. For steps 3 and 4, the corresponding figure is shown.]

[Participants click to reveal next step]

[Participants click to reveal next step]

[Participants click to reveal next step]
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Short control condition

[PAGE BREAK]

[Participants have to click on a “next” button to reveal paragraphs step by step. Each
newly added paragraph is initially in bold. ]

[Participants click to reveal next step.]

[Participants click to reveal next step.]
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[Participants click to reveal next step.]

[Participants click to reveal next step.]

[PAGE BREAK]
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Long control condition

Participants first receive the same instructions as in the short control condition, with

the exception of the final three pages ("Your explanation", "Part 2", and "Stock returns"),

which they only see later. Then, they additionally receive the following instructions.

[Participants have to click on a “next” button to reveal points 1–4 step by step. For steps 3
and 4, the corresponding figure is shown.]

[Participants click to reveal next step.]

[Participants click to reveal next step.]

[PAGE BREAK]
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[Participants have to click on a “next” button to reveal points 1–4 step by step. Each newly
added step is initially in bold. For steps 3 and 4, the corresponding figure is shown.]

[Participants click to reveal next step.]
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[Participants click to reveal next step.]

[Participants click to reveal next step.]
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