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		Abstract

		This paper studies how aggregate equity wealth fluctuates relative to other asset classes and documents that the ratio of equity wealth to other (non-equity) wealth (EO) has moved in low-frequency cycles in 16 developed economies between 1873 to 2015. I tackle two questions: First, using two novel present value decompositions that jointly incorporate the returns and flows of equity and "outside asset", I investigate what implications these fluctuations have on long-run expected returns. I find that i) a high (low) level of EO-ratio is a powerful predictor of low (high) future stock market returns, ii) both differences in valuation and payouts between equity and outside markets matter for these cycles but the former plays a larger role in the U.S. and while internationally both matter. Second, I ask what are the drivers of these fluctuations across countries and time. I build a quantitative macro-finance model with limited participation, redistributive income shocks and inflation and show that that growth, low-frequency inflation cycles and trends in inequality can explain up to 80% of these cycles. In the U.S., the rational agent model fails explain the late 1920s and 1990s booms in the stock market. 
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