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ABSTRACT


The purpose of this study is to examine the determinants of the direct stockholding behavior for younger/non-retired and older/retired households in U.S. Using the 2001 Survey of Consumer Finances, the study found that education attainment, income level, attitudes toward credit card use, access to the Internet, risk tolerance, inherited wealth or bequest motives play an important role in stockholding behavior for younger/non-retired households. For older/retired households, risk tolerance is the major factor that affects household’s decisions on participation in equity markets. 
INTRODUCTION 


In spite of the historical U.S. equity premium (the return earned by a risky security in excess of that earned by a relatively risk free U.S. T-bill) found by the empirical research of Mehra and Prescott two decades ago (Mehra & Prescott, 1985), the stock market participation rate of the U.S. households as well as ratio of the direct stockholding to the household total net worth have been low and flat (Figure 1). 
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 Figure 1: Percentage of U.S. households directly owning stocks and ratio of direct stockholding to household total net worth in 1983 – 1998 (calculated from SCF)


Figure 1 shows that the percentages of the U.S. households who directly owned stocks have been between 15% and 20% in the past two decades. Also, the direct stock share in the household total net worth has been around 20% to 30% during the same period. According to the Consumption Capital Asset Pricing Model (CCAPM), a rational investor who desires to maximum his life-time expected utility should allocate their assets into both risky assets and risk-free assets. Although numerous studies have examined what caused the “equity premium puzzle” (Mehra, 2003) and the characteristics of stockholders and non-stockholders (King & Leape, 1987; Bodie & Samuelson, 1989; Bertaut, 1998; Hong, Kubik, & Stein, 2001; Bilias & Haliassos, 2004; Gouskova, Juster & Stafford, 2004), few studies empirically investigate the stockholding behavior of equity market participants and non-participants in different life cycle based on their current working or retirement status. 


As the financial problem facing the Social Security System in the U.S. deteriorates, Bush administration proposed the “personal accounts” plan in which people could deposit a portion of their current payroll tax into an investment account they would actually own. The rationale underlying the proposal is that, based on the empirical evidence of equity premium, Americans would receive higher returns by participating in the equity market and pre-fund their financial needs for their retirement in the future.  Although whether the “personal accounts” plan should be adopted is still under debate, the likelihood that more American households will participate in the equity market in the near future as an alternative of financial planning to support their retirement financial needs could be expected.

The purpose of this study is to identify the determinants of direct stockholding behavior of the U.S. households from a life-cycle perspective. In particular, the sample households were divided into two groups based on whether they directly owned stocks. Each type of household was further distinguished by their life-cycle stage based on the following criteria, respectively. The household was designated as the “older life stage households” if the age of the household head is 65 or older; otherwise, the household was specified as the “younger life stage households”
.  The other criterion for grouping the sample households is based on the self-reported retirement status of the household head. A household was labeled as the “retired household” if the head of the household’s response to the currently working status as retired; otherwise, a household was considered as the “non-retired household”. The study differs from previous research in two important ways. First, this study focuses on the stockholding behavior of households in two life-stage status to find the determinants of participation in equity markets. Second, the study examines the effect of Internet usage as a means of reducing perceived participation costs of equity markets.
REVIEW OF LITERATURE

The Consumption Capital Asset Pricing Model (CCAPM)

Merton (1973) developed a multifactor Capital Asset Pricing Model, dubbed as Consumption Capital Asset Pricing Model (CCAPM)
, which derives the demand for risky assets by investors who are concerned with lifetime consumption. A two-period CCAPM model can be specified as

Max
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where
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c

: real consumption in time t
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y

: real labor income in time t
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s

: real saving in time t
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a

: the amount saved in risky asset in time t

1 + r: gross riskless return
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z

: excess return on stocks over the riskless rate in time t
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w

: real wealth in time t
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: discounted factor

Based on the model, an investor will allocate his assets into both risky and risk-free assets in order to maximize his expected utility consisted of his current utility in the first period and discounted utility in the second period conditional on the budget constraints. If the perceived costs of obtaining information (
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) in order to participate equity markets is included in the model, the model can be revised by subtracting 
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 in the budget constraints. Therefore, uncertainties in income, prices of important goods, and changes in future investment opportunities will affect the returns on risky assets; hence, the asset allocation decisions of investors. 
The effect of demographic factors on direct stockholding

Previous studies suggest that demographic characteristics of households, such as age, marital status, race, and education attainment, play a critical role in stockholding behavior. King & Leape (1987) examined the asset holdings of 6,010 U.S. households and found a pronounced life-cycle pattern to both the number and value of assets held by U.S. households. Bodie & Samuelson (1989) developed a model showing the negative relationship between risky asset holding and the age of investors. Their research claimed since the young are more flexible in labor supply than the old, the young can tolerate more risk in their investment portfolios; hence, younger investors are more likely to invest in their money in risky assets. Bertaut (1998), however, asserted that the effect of age on stockholding could be mixed. Specifically, people are more likely to participate in equity markets as they aged due to their increased exposure to information. Also, older people can be deterred from stockholding by the shorter investment horizons they may face. It is hypothesized that the effect of the age of the household head on stockholding is mixed. The same effect is expected for both types of households characterized by their life-stage or retirement status.

The marital status of households also affects the likelihood of stockholding behavior. Married couples, compared with those who are non-married (divorced, widowed, singled, or never married), are more likely to become stockholders since there is a chance that their spouses that they will be married could be stockholders. Guiso, Haliassos & Jappeli (2002) examined the household stockholding in six European countries (France, Germany, Italy, the Netherlands, Sweden, and the U.K.) and U.S. Using the Probit Regression Model, their research provided empirical evidence that married households are more likely to directly participate in equity markets. It is hypothesized that married couples are more likely to direct own stocks.  The same effect is expected for both types of households characterized by their life-stage or retirement status. 
King & Leape (1987) reported that about 40% of non-stockholders in the Survey of Consumer Financial Decisions stated that “they did not know enough about the stock market”. Appropriate allocation of household resources requires the knowledge of the characteristics of various financial assets, especially for risky assets like equity, futures contracts, or derivatives. Investors with higher education attainment are usually considered more capable of making suitable investing decisions that meet the financial goals of households. Haliassos and Bertaut (1995), Bertaut (1998), Guiso, Haliassons, & Jappeli (2002) found that households headed by people who have higher education attainment are more likely to be stockholders because higher education leads to greater financial capability to acquire and process information necessary for market participation. In addition, well-educated people tend to have higher long-run income. It is hypothesized that households with college education, college degree, or graduate degree are more likely to direct own stocks, compared to households with high school education or less.  The same effect is expected for both types of households characterized by their life-stage or retirement status. 

The effect of business cycle risk factors on direct stockholding


The business cycle has influential impacts on stockholding behavior as a result of the positive correlation between labor income and stock returns. Vissing-Jorgensen (1999) found a strong positive effect of mean non-financial income on the probability of stock market participation using the data drawn from the Panel Study of Income Dynamics. Haliassos & Bertaut (1995) found positive relationship between stock market participation and labor income as well as financial net worth. Income and financial assets are significant for marginal investors, suggesting that economic downturns could seriously affect participation decisions of households (Bilias & Haliassos, 2004). It is hypothesized that total household income has a positive effect on the likelihood of direct stockholding. The same effect is expected for both types of households characterized by their life-stage or retirement status. 

People who hold managerial occupations may have smaller opportunity costs to finding out about investment opportunities due to being involved in related professional activities (Bertaut, 1998). Managers also have more access to financial information and wider social network which also influence the stock market participation decisions (Hong, Kubik & Stein, 2001). It is hypothesized that, compared to households whose household heads hold non-managerial occupations, households headed by people who hold managerial occupations are more likely to directly hold stocks. The same effect is expected for both types of households characterized by their life-stage or retirement status. 

Whether households decide to participate in stock markets is also affected by their attitudes towards credit cards. Convenience credit card users always pay off the monthly balances; hence, they are exempted from the high interest rates charged by credit card issuers. Paying off credit card balances either could reflect an absence of liquidity constraints or may be a measure of financial astuteness (Bertaut, 1998). Rational investors are less likely to borrow money at higher interest rates from credit card companies to invest in stocks. Bertaut (1998) found convenience credit card users are more likely to participate in stock markets. It is hypothesized that, compared to non-convenience credit card users, convenience credit card users are more likely to directly hold stocks. The same effect is expected for both types of households. 

Bertaut (1993) asserted that relatively small information costs are required to eliminate utility gains from participation by individuals for whom the credit constraint is binding. Therefore, this study hypothesizes that, compared to households who have no credit-rationed histories, those who have credit-constraint histories are less likely to directly own stocks. The same effect is expected for both types of households. 

Stocks are considered a superior financial instrument than bonds or savings after taking into account the inflation in the long run. Hence, it is hypothesized that, compared to households with financial planning horizons shorter than five years, those with financial planning horizons five year or longer are more likely to directly hold stocks. The same effect is expected for both types of households. The performance of equity markets has been traditionally considered as the thermometer of economy due to its close relationship with the growth of economy. The higher growth rate of the economy, the better performance of equity market. Hence, higher market participation rate. Therefore, this study proposes that households who are more optimistic about the U.S. economy in the next five year are more likely to participate in stock markets, compared to those who are pessimistic about the U.S. economy. 
The effect of inertia factors on direct stockholding

Participating in equity markets requires much effort devoted to collection of financial information, fundamental analyses of economy and firms, and portfolio management. In general, individual investors are reluctant to undertake such tasks either because they do not have relevant expertise or they are just too lazy to deal with investing. Previous studies on limited stock market participation have been centered on the entry/participation costs perceived by non-participants. The perceived participation costs include real costs – brokerage commissions, sign up fees, costs of gathering information – and perceived costs related to overcoming investor inertia (Gouskova, Juster & Stafford, 2004). Literature shows that perceived fixed costs, even small amounts, could account for the lower-than-expected stock market participation rates of individual household (Luttmer, 1996; Bertaut, 1998; Paiella, 2001; Barber & Odean, 2002; Vissing-Jorgensen, 2002; Haliassos & Michaelides, 2003; Guiso, Haliassos & Jappeli, 2002; Bogan, 2004). The innovation of the Internet in the past decade has substantially changed the way people search for information. Online search reduces the time, effort, and costs of gathering information. The beginning of online stock trading in 1992 further reduces the costs of trading stocks. Therefore, this study hypothesizes that the Internet users are more likely to participate in equity markets than those who do not use the Internet. 
Although historical data show that equity outperforms riskless assets, such as T-bills and bonds, many people do not trade stocks because of the risks. Previous studies showed that people who self-perceive lower risk aversion are more likely to own stocks (Bertaut, 1993; Haliassos & Bertaut, 1995; Bertaut, 1998; Bilias & Haliassos, 2004). Therefore, it is hypothesized that household who are more risk tolerant are more likely to directly own stocks, compared to those who are less risk tolerant. The effect is expected the same for both types of households. 
Since capital gains on bequeathed equity escape taxation, equity is considered a favorable form of bequests for people who plan to leave bequests to their next generations. Moreover, for those who inherited financial assets partly in the form of equity, they are easier to overcome initial inertial behavior to participate in equity markets. Also their additional costs to manage the stock portfolios are smaller than the others. Therefore, it is hypothesized that household who inherited wealth or plan to leave a bequest are more likely to directly own stocks, compared to those who did not inherit wealth or plan not to leave a bequest. The effect is expected the same for both types of households. 
METHODLOGY

Data and Sample


The sample used for the study was drawn from The 2001 Survey of Consumer Finances (SCF), a triennial cross-sectional survey sponsored by the Board of Governors of the Federal Reserve System. The unit of analysis representing the financial characteristics of a subset of the household unit is referred to as the “primary economic unit” (PEU). The PEU consists of an economically dominant single individual or couple (married or living as partner) in a household and all other individuals in the household who are financially dependent on that individual or couple. All of the 4,442 sample households are used to examine the stockholding behavior in this study. 

Dependent variable

Table 1 displays the coding of the variables in the model. The dependent variable is the probability of directly owning publicly traded stocks. It was measured by the response to this question: “Do you own any stock which is publicly traded?” The variable was coded as 1 if the respondent answered “yes” and 0 otherwise. 
Independent variables
Demographic variables consisted of the household head’s age, marital status, race, education attainment. The household head’s age was continuous. Marital status was coded as 1 if the respondent was married and 0 if otherwise (including divorced, widowed, singled, and never married.) Race is coded as 1 if the household head was white and 0 if the household head was non-white. Education is divided into three categories – college degree or above, some college education, and high school or below based on the years of education received by the household head. 
Business cycle risk factors contained total household income, occupation, attitudes towards the use of credit cards, credit-rationed history, financial planning horizon, and the expectation of the U.S. economy. Total household income was continuous and included as the logarithm of its value in the Logisitc Regression Model. Occupation of household head was categorized into managerial and non-managerial occupations. Managerial occupation was coded as 1 if the household head held a managerial occupation and 0 otherwise. Households who always paid their credit card balances in full were designated as convenience credit card users and were coded as 1. Non-convenience credit card users were coded as 0. Credit-rationed history was measured by the question: “In the past five years, has a particular lender or creditor turned down any request you made for credit, or not given you as much credit as you applied for?” The credit-rationed variable was coded as 1 if the respondent’s application for loans or credit was declined or did not obtain the full amount of loans requested, and 0 otherwise. The dummy variable for longer financial planning horizon was coded as 1 if the household had a financial planning horizon 5 years or longer, and 0 otherwise. The economy expectation variable was divided into three categories – better, same, and worse – to represent the general attitudes of household’s expectation with respect to the U.S. economy in the next 5 years. 
Inertia factors included Internet user, risk attitudes, inherited wealth, and bequest motives. Internet user was measured by the question: “How do you make decisions about savings and investments? Do you call around, read newspapers, material you get in the mail, use information from television, radio, an online service or advertisements? …..” If the respondent’s answer included “online service/Internet, the household was specified as an Internet user and coded as 1; otherwise the household was as 0. The risk attitude was measured by the willingness of taking financial risks with 4 designating the highest risk tolerance and 1 the lowest risk tolerance. Inherited wealth was coded as 1 if households self-reported had inherited wealth before, and 0 otherwise. Likewise, bequest motive was coded 1 if households were certain about leaving a bequest to the next generations, and 0 otherwise. 
Table 1: Coding of Variables in the 2001 SCF (N = 4,442)

	Variables
Coding 




	Dependent variable

	Direct stockholding        
1 if yes, 0 otherwise

	Independent variable        

	Demographic Factors

	Age
Continuous

	Married 
1 if yes, 0 otherwise

	White
1 if yes, 0 otherwise

	Education

	  College degree or above
1 if yes, 0 otherwise

	  Some college 
1 if yes, 0 otherwise

	  High school or below
Reference group

	Business Cycle Risk Factors

	 Income
Continuous

	 Managerial occupation
1 if yes, 0 otherwise

	Convenience credit card user
1 if yes, 0 otherwise

	Credit rationed
1 if yes, 0 otherwise

	Longer financial planning horizon
1 if yes, 0 otherwise 

	(five years or more)

	Economy expectation 

	  Better
1 if yes, 0 otherwise

	  Same 
1 if yes, 0 otherwise

	  Worse
Reference group

	Inertia Factors

	 Internet user
1 if yes, 0 otherwise

	Risk tolerance 
Continuous 


(1:lowest risk tolerant 4:highest risk tolerant)

	Inherited wealth
1 if yes, 0 otherwise

	Bequest motives
1 if yes, 0 otherwise

	Life-stage Variables

	Older household
1 if age > 65, 0 otherwise

	Retired
1 if retired, 0 otherwise


Two criteria were adopted to group households into two life-stage or retirement categories, respectively. If the age of the household head was over 65, the older household variable was coded as 1 and 0 otherwise. If the household head self-expressed their current working status as “retired”, the retied variable was coded as 1 and 0 otherwise. 
Method of analysis
Because of the dichotomous nature of the dependent variable, the study employed a Logistic Regression Model to examine the probability of direct stockholding of U.S. household as a function of demographic characteristics, business cycle risk factors, and inertia factors. The maximum likelihood method is applied to estimate the coefficients and standardized coefficients
 of the independent variables for the empirical model. 

RESULTS
Sample characteristics


Table 2 reports the weighted descriptive statistics of the households in the 2001 SCF. A weight variable was applied to the sample to present the population characteristics. The households who directly owned publicly traded stocks among the sample households were 21.75%, which reached the lowest level since 1983 according to Figure 1. The average age of the household head was 49. About half were married, and three-quarters were headed by the whites. Fifty three percent of the household heads had received college education or higher. The average total household income was $67,366.35. About one-third of household heads held 
Table 2 Descriptive Statistics of Households in the 2001 SCF (N=4,442)

	Variables
Percentage
Mean (SD) 




	Dependent variable

	Direct Stockholding       
21.75%

	Independent variable        

	Demographic Factors

	Age

48.99 (17.12)

	Married 
53.34%

	White
76.30%

	Education

	  College degree or above
29.82%

	  Some college 
22.74%

	  High school or below
47.44%

	Business Cycle Risk Factors

	 Income

$67,366.35 ($220,444.50)

	 Managerial occupation
27.28%

	Convenience credit card user
41.51%

	Credit rationed
44.94%

	Longer financial planning horizon
41.38%

	(five years or more)

	Economy expectation 

	  Better
27.91%

	  Same 
41.07%

	  Worse
31.01%

	Inertia Factors

	 Internet user
14.88%

	Risk tolerance 

1.88 (0.86)

	Inherited wealth
17.99%

	Bequest motives
30.15%

	Life-stage Variables

	Older household
20.05%

	Retired
20.19%


managerial occupations. About 40% of households reported that they always paid the credit card balances in full or had credit-rationed histories. About 42% self-reported of financial planning horizon longer than 5 years. A majority of households were optimistic about the U.S. economy in the next five years.

Only about 15% used the Internet when making savings or investing decisions. The average risk tolerance level is 1.88, suggesting slightly below-average risk. Most households did not inherit wealth from others. About one-third expressed that they were certain about leaving a bequest to the next generations. Regardless of which criterion used to measure the life-stage of households, about one-fifth of households reported they were older households (older than 65) or retired.  
Results of preliminary tests for independent variables

T-tests and Chi-square tests were conducted for continuous and categorical variables, respectively. Table 3-A reports the results of t-tests for age, risk tolerance, and income. The t-tests indicated that there were significant differences; households who directly owned stocks were older, more willing to take financial risks, and had higher total income. 
Table 3-A Means and Results of t-tests (Weighted)
[image: image14.emf]  Stockholder  Non - Stockholder   Difference   p - value       Age    50.55   48.5   2.04   <.0001        Risk Tolerance   2.36   1.75   0.61     <.0001    Income          $138,717      $47,535   $91182       <.0001      


Table 3-B shows the results of the Chi-square tests for categorical variables. Chi-square tests also showed that there were significant differences; holders of equity mutual funds were more likely to be whites, have college degree or above, hold managerial occupations, be convenience credit card users, have no credit-rationed histories, inherit wealth or intend to leave a bequest, be married, and use the Internet as an assistant tool to make saving or investing decisions. 
Table 3-B Percentage distribution and Results of Chi-square Tests 
[image: image15.emf]Variables   Stockholder   Non - Stockholders   p - value   Race         <.0001   White   87.74%   73.12%     Non - White   12.26%   26.88%   Education           <.0001     College degree or above   54.67%   22.91%      Some college    22.25%   22.87%    High school or below   23.08%   54.22 %   Occupation           <.0001     Managerial occupation   42.51%   23.05%          Non - Managerial occupation   57.49%   76.95%   Credit card use           <.0001   Convenience user   65.44%   34.86%          Non - Convenience user   34.56%   65.14%   Credit History             <.0001     Credit rationed   42.46%   58.56%         No  credit rationed   57.54%   41.44%   Inherited wealth             <.0001   Yes   30.38%   14.55%   No   69.62%   85.45%    

[image: image16.emf]Bequest motive           <.0001   Yes   46.15%   25.71%   No   53.85%   74.29%   Financial planning horizon           <.0001   Five years or more    52.49%   38.29%     Less than 5 years   47.51%   61.71%   Marital status           <.0001   Married    70.59%   48.55%          Non - Married   29.41%   51.45%   Eco nomy expectation           <.0001    Better   26.67%   28.26%    Same   41.20%   41.04%    Worse   32.12%   30.70%   Internet user           <.0001    Yes   26.57%   11.64%    No   73.43%   88.36%   Life Stage         <.0001    Older household   19.89%   20.10%   Younger household   80.11%   79.90%   Retiremen t             <.0001    Yes   22.65%   19.51%    No   77.35%   80.49%    



Results of Logistic Regression Analysis


Each of the two life-stage criterion variables was included in the Logistic Regression Model along with other independent variables to verify that people in different life stage were significantly different in the probability of directly owning stocks. Both variables are statistically significant at the .001 level
. 
Table 4-A Result of Logistic Regression on Direct Stockholding for Younger and Older Households in the 2001 SCF (N=4,442)
[image: image17.emf]Younger  Older   Variables  Estimate  Odds  Ratio  Estimate  Odds  Ratio   Demographic Factors       Age  0.0161  1.016***  0.0364  1.037   Married  0.2854  1.330  0.3254  1.385   White  0.3158  1.371  0.4404    1.533   Education       College degree or above  0.8318  2.298***  0.5515  1.736   Some College  0.4874  1.628***  0.5047  1.656   High School or below  -  -  -  -   Business Cycle Risk Factors       LN (Income)  0.3265  1.386***  0.4382  1.550 ***   Managerial occupation  - 0.0142  0.986  - 0.3659  0.694   Convenience credit card user  0.6919  1.998***  0 .7673  2.154   Credit Rationed  - 0.0639  0.938  0.0787  1.082   Longer financial planning  horizon  0.1395  1.150  - 0.1570  0.855    Economy expectation       Better economy  - 0.1750  0.839  - 0.2390  0.787   Same economy  - 0.1659  0.847  - 0.1321  0.576     Worse economy  -  -  -  -   Inertia Factors       Internet user  0.4686  1.598***  0.2197  1.246   Risk tolerance  0.5063  1.659***  0.7494  2.116 ***   Inherited wealth  0.4024  1.495***  0.2110  1.235   Bequest Motive  0.4715  1.602***  0.4466  1.563    


*** p < .001 

The results of the Logistic Regression Model on direct stockholding behavior for the younger and older households were presented in Table 4-A. 
For the younger households, those who were older, well-educated, had higher income, always
Table 4-B Result of Logistic Regression on Direct Stockholding for Non-retired and Retired Households in the 2001 SCF (N=4,442)
[image: image18.emf]Non - retired  Retired   Variables  Estimate  Odds  Ratio  Estimate  Odds  Ratio   Demographic Factors       Age  0.01 23  1.01 2  0.0 196  1.0 20   Married  0.2372  1.268  0.4336  1.543   White  0.3010  1.351  0.5698  1.768   Education       College degree or above  0.7424  2.101 ***  0.74 68  2.110   Some College  0.4512  1.570 ***  0.5908  1.805   High School or below  -  -  -  -   Business Cycle Risk Factors       LN (Income)  0.3752  1.455 ***  0.2655  1.304   Managerial occupation  0.0227  1.023  0.2508  1.285   Convenience credit card user  0.6042  1.830 ***  1.11 33  3.044 ***   Credit Rationed  - 0.0864  0.917  0.0274  1.028   Longer financial planning  horizon  0.0610  1.063  0.2565  1.292    Economy expectation       Better economy  - 0.1839  0.832  - 2400  0.787   Same economy  - 0.2254  0.798  0.869  1.091     Worse economy  -  -  -  -   Inert ia Factors       Internet user  0.4110  1.508 ***  0.8605  2.364   Risk tolerance  0.5110  1.667 ***  0.7074  2.029 ***   Inherited wealth  0.3699  1.448 ***  0.2561  1.292   Bequest Motive  0.4377  1.549 ***  0.6129  1.846    


*** p < .001

paid off the credit card balances, used the Internet, had higher risk tolerance, inherited wealth, and intended to bequest were more likely to directly own publicly traded stocks. However, for the older households, only income and level of risk tolerance presented positively effects on the likelihood of directly owning stocks.

Table 4-B displayed the results of Logistic Regression Model on direct stockholding behavior for the non-retired and retired households. For the non-retired households, those who were well-educated, had higher income, always paid off the credit card balances, used the Internet, had higher risk tolerance level, inherited wealth, and planned to bequest were more likely to directly own stocks. For the retired households, only convenience credit card users and risk tolerance are significant to explain the likelihood of direct stockholding behavior.  
CONCLUSIONS AND IMPLICATIONS

Using the data drawn from the 2001 SCF, this study examines the direct stockholding behavior of households in different stage of life-cycle measured by age or retirement status. 

For younger/non-retired households

Regardless of which criterion was used to define the life stage of households, the empirical results indicates that younger or non-retired households headed by those who received college education or above are more likely to directly own stocks. With this information in mind, financial planners and educators could play a role of information providers by providing sufficient information to their clients before advising them participate in equity markets. 
Empirical results also show households with higher income and more willing to take financial risks are more likely to become stockholders. Individual investors should evaluate their capability of undertaking risks before jumping into equity markets. Financial planners can use this information to suggest their clients who are more wealthy and willing to take risks to allocate higher proportion of their financial assets in equity markets to earn higher expected returns. 
The fact that convenience credit card users are more likely to hold stocks suggests that buying stocks without paying off the credit card balances are irrational. Although equity historically outperform risk-free assets, it is unlikely to earn higher rates of returns than the costs of the interest rates that credit card users pay to credit card companies. Financial planners should advise their clients pay off their credit card balances before participating in equity markets. 
This study also suggests young/non-retired Internet users are more likely to directly hold stocks. Stock brokers or underwriters could use this information to marketing their shares online to increase their investor base. Also, the evidence that people who inherited wealth or planned to leave a bequest are more likely to own stocks should be useful information for financial planners to help their clients accumulate net wealth while reducing the taxation.   
For older/retired households

Based on the Logistic Regression Model, this study suggests that the level of risk tolerance plays a critical role in stockholding behavior for older or retired households. Since the investment horizon is shorter and labor supply flexibility is relatively smaller for older/retired households, financial planners should carefully examine the level of risk tolerance of their older investors when helping them allocate their financial assets in risky assets like equity. 
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� The dummy variable “lifestage” is not statically significant for the households divided into 3 categories of generations: young (age < 25), middle (25 < age <65), and old (age > 65), while it is significant in the 2-category case. Also, dividing into two groups helps compare the empirical results of the other grouping criteria - self-reported retirement status. 


� Also called the Intertemporal Capital Asset Pricing Model (ICAPM).


� Standardized coefficients are used to compare the relative importance of each independent variable in the model. 


� The empirical results were not displayed in the paper, but available upon request. 
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