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		Studies of household stock market participation report low participation rates. The explanations cited are that the fixed costs associated with participation and high risk aversion discourage households from buying stocks. However, the low participation rate findings are unchallenged. We argue that because prior studies fail to recognize that not all households save, there exists a selection bias when estimating the household participation rate. After correcting for this selection bias, as well as accounting for the influence of subjective expectations on market participation, we show that the unconditional probability of participating in the stock market would increase twofold. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Stock market participation, rational expectation, income shock, search behavior, saving behavior, sample selection

	
	

	
    

    
	

	
	
		JEL Classification: D01, D11, D12, D81, D83, D84, G10, G11

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bonaparte,  Yosef and Fabozzi,  Frank J., Savings Selectivity Bias, Subjective Expectations, and Stock Market Participation (October 23, 2009). Applied Financial Economics, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=892281 or http://dx.doi.org/10.2139/ssrn.892281 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Yosef  Bonaparte (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Colorado at Denver - Department of Finance  ( email )

			

			
			
				
				
				
					United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Frank J. Fabozzi

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Johns Hopkins University  ( email )

			

			
			
				
				
				
					Baltimore, MD  20036-1984
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      139

			

		
		
		
			Abstract Views

			    2,619

		

		
		 
		
			Rank

			  376,924

		

		
	


	

	
		
			
				       28 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Microeconomics: Decision-Making under Risk & Uncertainty eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Decision-Making under Risk & Uncertainty eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              832

                                    

                                    
                                        PAPERS

                                            8,031

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    Household Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Household Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              768

                                    

                                    
                                        PAPERS

                                           12,292

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Peter Tufano at Harvard Business School

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Microeconomics: Intertemporal Consumer Choice & Savings eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Intertemporal Consumer Choice & Savings eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              592

                                    

                                    
                                        PAPERS

                                            7,771

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Costly Portfolio Adjustment

                        
                            By
                                
                                
                                    
                                    Yosef Bonaparte
                                     and 
                                
                                    
                                    Russell Cooper
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Monetary Policy, Velocity, and the Equity Premium

                        
                            By
                                
                                
                                    
                                    Christopher Gust
                                     and 
                                
                                    
                                    David Lopez-salido
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Household Search Choice: Theory and Evidence

                        
                            By
                                
                                
                                    
                                    Yosef Bonaparte
                                     and 
                                
                                    
                                    Frank J. Fabozzi
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Portfolio Inertia and the Equity Premium

                            
                                By
                                    
                                    
                                        
                                        Christopher Gust
                                         and 
                                    
                                        
                                        David Lopez-salido
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Monetary Policy and the Cyclicality of Risk

                            
                                By
                                    
                                    
                                        
                                        Christopher Gust
                                         and 
                                    
                                        
                                        David Lopez-salido
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Monetary Policy and the Cyclicality of Risk

                            
                                By
                                    
                                    
                                        
                                        Christopher Gust
                                         and 
                                    
                                        
                                        David Lopez-salido
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Consumption Smoothing and Portfolio Rebalancing: The Effects of Adjustment Costs

                            
                                By
                                    
                                    
                                        
                                        Yosef Bonaparte, 
                                        
                                    
                                        
                                        Russell Cooper, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
