

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Stock Market Investment: The Role of Human Capital

	
    
        
            
            







    
    










    
    
    
    











			
                    FRB Richmond Working Paper No. 15-7
 
        

    
	

	
	
		
		
		

		Posted: 13 Aug 2015
		
			Last revised: 6 Feb 2018
		
		
	

	
		
			
			




	See all articles by Kartik AthreyaKartik Athreya
Federal Reserve Banks - Federal Reserve Bank of Richmond
Anamaria Felicia Ionescu
Board of Governors of the Federal Reserve System
Urvi Neelakantan
Federal Reserve Banks - Federal Reserve Bank of Richmond


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 3 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Stock Market Investment: The Role of Human Capital

								
							
							
							
								FRB Richmond Working Paper No. 15-7
							

							
							
								
								
									Posted: 13 Aug 2015
								
								
									Last Revised: 06 Feb 2018
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							   98
							
						

					

					
					

					
						
							
						

						
							
								
									Stock Market Investment: The Role of Human Capital
									

								
							
							
							
								FEDS Working Paper No. 2015-65
							

							
							
								
									Number of pages: 62
								
								
									Posted: 08 Oct 2015
								
								
							

							
						

						
							
							Downloads
							   73
							
						

					

					
					

					
						
							
						

						
							
								
									Stock Market Investment: The Role of Human Capital
									

								
							
							
							
								FEDS Working Paper No. 2015-065, http://dx.doi.org/10.17016/FEDS.2015.065
							

							
							
								
									Number of pages: 46
								
								
									Posted: 26 Aug 2015
								
								
							

							
						

						
							
							Downloads
							   66
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: 2015-07-20

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Portfolio choice models counter factually predict (or advise) almost universal equity market participation and a high share for equity in wealth early in life. Empirically consistent predictions have proved elusive without participation costs, informational frictions, or non standard preferences. We demonstrate that once human capital investment is allowed, standard theory predicts portfolio choices much closer to those empirically observed. Two intuitive mechanisms are at work: For participation, human capital returns exceed financial asset returns for most young households and, as households age, this is reversed. For shares, risks to human capital limit the household's desire to hold wealth in risky financial equity. 
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