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Overview

• Purpose –to evaluate the information quality generated by ChatGPT on rules of thumb in 
personal finance.

• Design/methodology/approach – Prompts were developed to ask ChatGPT questions regarding 
rules of thumb in personal finance. After several iterations, we selected seven rules of thumb and 
asked ChatGPT to provide more in-depth information. The information was evaluated by checking 
its accuracy and validity based on relevant peer-reviewed journal articles.

• Findings – We found both advantages and limitations of using ChatGPT for information search. 
The advantages include its speed of information generation, width of topic generation, adaptivity 
to information demands, and provision of information sources. The limitations include the fact 
that the information may be fake, inaccurate, inappropriate, too general, or lacking academic 
journal sources.

• Originality/value – This is the first attempt to use ChatGPT to generate relevant information 
regarding rules of thumb in personal finance, which provides experience and lessons for future 
researchers who will take similar approaches when conducting research.



Introduction

• This article is inspired by a study using ChatGPT to analyze personal finance cases (Schlosky et al., 
2024).

• Rules of thumb are commonly used among financial service professionals (Schwab.com, 2023). 
For example, in retirement planning, even among economists, few spend much time calculating a 
personal optimal savings rate, given the uncertainties about future rates of return, income flows, 
retirement plans, health, etc. Instead, most people cope by adopting rules of thumb (Benartzi and 
Thaler, 2007).

• We chose to ask ChatGPT to search for information on rules of thumb in personal finance and 
evaluated the information quality provided by ChatGPT.

• We tried it for several times and learned a few things (see table 1 and 2): fast, comprehensive, 
adaptive, but no or few academic sources. 







Rules of Thumb Assessed

• In the following, first demonstrate the information provided by ChatGPT and then assess the 
information quality based on relevant research papers, most of which are from peer-reviewed 
journals.

• Rules of thumb assessed:

1. The rule of 72

2. The 50/30/20 Rule in Budgeting

3. The 3–6 Month Income Rule for Emergency Fund

4. The 36% Rule for Debt-to-Income (DTI) Ratio

5. The 15% Income Rule for Retirement Savings

6. The 25x Rule for Retirement Savings Adequacy

7. The 4% Rule in Retirement Withdrawals



The rule of 72: GPT output



The rule of 72: Assessment

• Rule: described accurately.

• Origin: endorsed by academic scholars.

• Advantages: Acceptable.

• Limitations: Accuracy range 6-10%; Other are relevant to assumptions.

• Sources: mainly from popular websites

• General discussion: GPT generated information is accurate and acceptable.  
The rule can be used in education due to its simplicity and versality (not 
only investing, but also income, debt, and spending, or any problem 
involving double size given interest rate).





The 50/30/20 Rule in Budgeting: GPT output



The 50/30/20 Rule in Budgeting: Assessment

• Rule: the rule itself is hard to apply: 20% for saving and repayment. 

• Origin: controversial since scholars proposed the idea long time ago.

• Advantages: Can find academic supports.

• Limitations: Can be related to academic research papers.

• Sources: cannot find academic journal papers supporting it. 

• General discussion: No academic papers endorse this rule.  The rule is hard 
to apply due to income levels (more important for low income consumers 
in budgeting), family structure, emphasis (saving or debt reduction), and 
geographic locations. 





The 3–6 Month Income Rule: GPT output



The 3–6 Month Income Rule: Assessment

• Rule: described accurately.

• Origin: GPT did not provide a specific source. 

• Advantages: Supported by academic research.

• Limitations: Some academic research support.

• Sources: mainly from popular websites, even academic publications 
are available. 

• General discussion: GPT generated information is acceptable.  The 
rule may be helpful for some special populations such as those with 
less stable income and low income. For some people, even 6-month 
income is inadequate.  



The 36% Rule for DTI Ratio: GPT output



The 36% Rule for DTI Ratio: Assessment

• Rule: defined variously in academic literature. 

• Origin: no specific source. 

• Advantages: For both borrowers and lenders.

• Limitations: Echoed with academic research. 

• Sources: popular websites

• General discussion: GPT generated information is acceptable but less 
academic.  The rule can be used as a debt control tool for consumers. 
Based on FRB, 40% DTI can be considered financial burden. 



The 15% Income Rule for Retirement Savings: 
GPT output



The 15% Income Rule for Retirement Savings: 
Assessment
• Rule: itself is hard to apply since it includes both personal and company 

contributions.

• Origin: from a university research brief. Based on Munnell et al. (2014), under 
several assumptions, the 15% rule is only appropriate for middle-income 
consumers.

• Advantages: Company match is not an advantage. 

• Limitations: Individual variability. Did not cover macro factors. 

• Sources: mentioned Munnell et al. (2014) and popular websites.

• General discussion: GPT generated information is less accurate and 
confusing.  The rule can be applied to only a special population with several 
assumptions and a specific income range. 



The 25x Rule for Retirement Savings Adequacy: 
GPT output



The 25x Rule for Retirement Savings Adequacy: 
Assessment
• Rule: described accurately.

• Origin: identified accurately.

• Advantages: Straightforward.

• Limitations: Can be applied to other rules too.

• Sources: a professional journal article. No other research papers on 
this topic can be found. 

• General discussion: GPT generated information is accurate and 
acceptable.  The rule is hard to apply due to within and between 
individual variabilities. 



The 4% Rule in Retirement Withdrawals: 
GPT output



The 4% Rule in Retirement Withdrawals: 
Assessment
• Rule: described accurately.

• Origin: identified accurately.

• Advantages: Inaccurate since the later two are not advantages.

• Limitations: Similar to other rules. Several studies provided alternative 
estimations on this topic. 

• Sources: a professional journal article. No other research papers on this 
topic can be found. 

• General discussion: GPT generated information is accurate in terms of its 
source.  The rule is hard to apply due to within and between individual 
variabilities. For long-term saving goals, any rule of thumb may not work 
well. 



GPT Advantages and Limitations

• GPT advantages:

1. It can generate information fast; 

2. It can generate many items that summarize the literature it has access to;

3. It can provide information we need if we revise prompts to seek the answer we need; 

4. It can provide information sources with valid links.

• GPT limitations: 

1. The information summarized by ChatGPT may not be accurate; 

2. The information provided by it may not be from original scientific sources; 

3. Sometimes it generates fake information; 

4. Information generated by ChatGPT sometimes is too general and less specific; 

5. Its summary of information may not be appropriate as indicated in our assessment.



Conclusion

• In conclusion, using ChatGPT is efficient to generate items on a certain topic, but 
the information quality is questionable and needs to be verified. We may treat 
ChatGPT as a naive research assistant and ask it to do initial idea generation 
work. Researchers and teachers need to do their own research through other 
tools to verify the accuracy of the information in research and teaching.

• In this article, our intention is not to conduct a comprehensive literature review 
on the validity of several personal finance rules of thumb, but just to point out 
the advantages and limitations of these rules based on the limited literature 
review. All of these rules may deserve separate comprehensive literature reviews 
for a better understanding of their applicability and limitations.



Implications

• This article has implications for researchers who are interested in doing research 
with ChatGPT or other similar tools, especially literature reviews. It provides 
experiences and lessons for future researchers using similar approaches.

• The findings of this study also have implications for practitioners such as 
educators in personal finance. Teachers in personal finance may learn from here 
how ChatGPT generates information, and advantages and limitations of the 
information generated by ChatGPT. Also, even though this is not a comprehensive 
assessment of the rules of thumb examined in this article, it may also allow 
teachers to know the existence of the rules on popular websites. Being aware of 
limitations of these rules, the rules can be used as a teaching tool in personal 
finance courses, especially teaching students who believe personal finance 
courses are math-intensive courses and are intimidated by them (Xiao et al., 
2024).



Thank you for your attention

• Questions?

• For more information, contact: jjxiao@uri.edu


