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		We utilize a novel data about households’ reservation returns to reexamine the limited stock market participations and the equity premium puzzles, where instead of asking why households are too averse to risk, we ask why households exhibit greater reservation returns (which reflect the instantaneous price of deferring consumption) than what the standard finance theory suggests. We employ theoretical model that utilizes the psychology Maslow theory about basic needs (minimum consumption) to explain the discrepancy of reservation return between the theory and data. Empirically, we find that the reservation return varies across households and is higher for women and minorities as well as investor’s with great experience and overconfidence level. Furthermore, the reservation return influences the propensity to participate in the stock market and most importantly does not co-vary with households’ risk tolerance levels. Collectively, the reservation return is a critical determinant for stock market participation and asset pricing in general. 
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