( Campbell 2006)

“ ”»
5 (
Al
14. 8% @
”»
( 2015)
€« ”» I)
?
( Hoff and Stiglitz 2015) .
* N ( )~ : 100083
edu. cn wangzhw@ phesf. tsinghua. edu. en  liaol@ pbesf. tsinghua. edu. cn.
71472100) o s
@ : 2009 ¢ o
50% -

84

jiangjl. 14 @ phesf. tsinghua.

(

Guiso et al. (2013)

71232003



61- (% X% 5.; 2018 8

( )
o Nunn & Wantchekon(2011)

o Chetty et al. (2011)

o Malmendier

& Nagel(2011)
o Giannetti & Wang(2016)

( » D ‘ ’ ‘ ’ 7
o Cunha & Heckman( 2007)
13 ”» ( )

( skill formation) o

® 2017 7 “

o

85



. Chetty et al. (2011) ( STAR)

o

N . N . (
Vissing-Jorgensen 2002; Guiso et al. 2008; Hong et al. 2004; van Rooij et al. 2011; 2011) .

Malmendier & Nagel( 2011)  Giannetti & Wang( 2016)

2.
Cunha & Heckman( 2007) “ ”(
) o
( Caspi et al. 2005)
o ( » “
participation; = f3 X ruralexp; + vy X ctrl; + prov; + g; (1)
participation o rural exp ; etrl;
~ ; ®pr0vj
~ o 8] o
B N
: o probit
1.
“ ”( China Family Panel Studies CFPS) . CFPS 2010
2012.2014 o :
2010 @ o
[ » ; 3 12
<) .
@) 2010

86



61- (% X% ﬁi 2018 8

( 2014
) o
( )
2186 @ 56 o CFPS
Y N N Y N 25 (
N ) o .
(2015)
2012 2014 @
2.
: 3 12 “ 7
NE) 47. 1% o
1958 ( Do
- 20 70 80
( 2001) . . .
N6)
@ 13318 3723 (13318 6387
6387 3723 ) 3697
2186
( )
3697
@ CFPS 2010.2012.2014
2014
3 CFPS 3 12 3 12
( )
@ ( 12 )
(1997) 1949—1985 23.1
® 80
“ 7 . 2014
35—78 90% 35 1979 1990 ) 12 80
12 “ 7
(2006) 1982 0.66% . 1981
17% 3.88%( =0.66% /17%) .
: (2006) 0.66%
30% - 1990 1.89% 1990 20. 86%
9.06% s
wind

87



( 2004)

( 2001) 1985
( 1994) ; o
( 2009) ;
( » “ i
3.
1 ( “
") 2186 1030 .
1 ( “
”) 2186 1030 &

(2015) “ " ( direct
participation) P ( ) 7 ( indirect
participation) ;o 7

( proportion) 2012
@ 1 12.2%
( ) 15.8% 4.9%;
8. 1% ) 11. 7%
3.4%
4.1 30% -
(1) ( male) 61.5%
66.5% - (2) ( age) 55.6 56.2
(3) ( education year) 9
o (4) ( cognitive skill)
o (95) ( health) ( 2011) o
2.64  2.67 “ o 7 - (6)
( married) 83.9% 85. 1%, (7)
( finance industry) 1.1% 1.2% , (8) ( Han
nationality) 96.2% . (9) ( income)
2.46 2.34 o
(1) ( family size)
® . (2015) = + + “
+ 2010 2012

88



6& (% X% {i 2018 8

3.18 3.39, o (2) ( childpro)
8.8% 10% o (3) ( olderpro)
2% 1.4% ., (4) ( self-employed)
9.6% 11.5% , (5) ( wealth)
68.5 68. 8 - (6)
( debt) 2.4
2.7 o (7) ( house) 85. 7%
89.1%
1
N=2186 | N=1030 | N=2186 |N=1030
direct participation 2010—2014 0.122 0. 081 0 0
indirect participation | 2010—2014 ( ) 0. 158 0.117 0 0
proportion 0.049 | 0.034 0 0
ruralexp : 3 0 12 0.471 N/A 0 N/A
male 1 0 0. 615 0. 665 1 1
age 55. 602 56. 193 55 56
education year 9. 307 8. 480 9 9
cognitive skill . 10— o 4.947 | 4.677 5 5
health / : / > ! ! 2.636 2.673 3 3
married 1 0 0. 839 0. 851 1 1
finance industry 0.011 0.012 0 0
Han nationality 0.962 0.962 1 1
income 2.462 2.339 2.0 1.9
family size 3.183 3.393 3 3
childpro 0. 088 0. 100 0 0
olderpro 0. 020 0.014 0 0
self-employed 0.096 | 0.115 0 0
wealth * 68. 524 68. 801 32.6 33.2
debt 2.397 2.718 0 0
house 0. 857 0. 891 1 1
()
(1) 2 (1)

89



5.445% (12.2%) 44% .
2
(1) (2) (3)
( /
z-stats z-stats z-stats
—0.358™ | ( -4.224) -0.287™ | ( -3.689) -0.185™ | ( -3.669)
-0.058 ( -0.673) -0.071 ( -0.895) -0.054 ( -1.074)
0.078™ (3.251) 0. 090 ™ (3.944) 0. 040 (2.773)
: -0.001"™ | ( -3.392) -0.001" | ( -4.112) -0.000™* | ( -2.709)
0. 049 (4.233) 0. 055 (5.166) 0. 028 (4.001)
0.112™* (4.265) 0. 085 ™* (3.537) 0.070™ (4. 442)
-0.071" ( -1.686) -0.085™ ( —2.204) -0.043" ( -1.725)
-0.028 ( -0.864) -0.020 ( -0.676) -0.021 ( -1.053)
0.294 (0.935) 0.219 (0.747) 0.338" (1.834)
0.102 (0.373) 0.222 (0.837) -0.096 ( -0.577)
In( ) -0.101 ( -1.498) -0.091 ( —1.443) -0.047 ( -1.168)
In( )2 0.011" (1.796) 0.012™ (2.058) 0. 005 (1.376)
In( ) 1.089" (1.730) 0.576 (1.268) 1.110™ (2.795)
In( )2 -0.024 ( -0.988) -0.003 ( -0.160) -0.032* | (-2.152)
In( ) ~0.186™ | ( -2.487) -0.109" ( -1.662) -0.080" ( -1.870)
In( )2 0.014™ (2.240) 0. 008 (1.323) 0. 006" (1.721)
-0.535" | ( -3.158) —0.711% | ( -4.551) —0.419™ | ( -4.197)
-0.014 ( -0.098) -0.028 ( -0.216) 0.028 (0.345)
0. 149 (1.097) -0.003 ( -0.025) 0.159" (1. 866)
0.733* (2.299) 0.379 (1.217) 0.318" (1.833)
0. 380 (1.484) 0.384" (1.701) 0.137 (0.970)
ProvFE
N 1998 2046 2067
pseudo R’ 0. 262 0.261 0. 265
N 1% 5% 10%
probit
RO
“ (
)7 1%
( o
( 6.324% (15.8%)
©) Chu et al. (2016) .

90



61- (% X% {i 2018 8

40% -
2 (3) o 1%
o 2 (1)—(3)
Guiso et al. (2008)
3 :
(1) (2) (3)
( ) /
z-stats z-stats z-slats
~0.295™ | ( -2.937) ~0.248™ | ( -2.596) ~0.152% | ( -3.021)
FE
N 1003 1028 1041
pseudo R* 0.184 0. 181 0. 141
()
3 12 “
1. ?
( Greif &
Tabellini 2010) ( social) o Hong et al.
(2004) o
o (2011) o
0 (social)  1( 0( ) o
56. 0% 57.3% o
(2) o 4
(1) o DB
-4.373% o
participation; = 3 X ruralexp; + u X social; + vy ctrl; + prov; + g; (2)
@ ( “ 7 “ (

91



. (3)
o (3) (2) ( social) ( rural exp)
T
4 A) Al
(1) (2) (3) (4)
z-stats z-stats z-stats z-stats
—0.406™*|( —4.415) | =0.393|( ~3.318) | —0.473**|( -2.998) | —0.383"| ( —2.647)
0.192* | (2.180) 0.205° | (1.875)
X
~0.037 | ( -0.206)
ProvFE
N 1971 1090 781 1971
pseudo R? 0.232 0.244 0.239 0.232
participation; = B X ruralexp; + 6 X social; + T X ruralexp; X social; + vy ctrl; + prov, + &;
(3)
4 (2) (3 °
o o (4) (3) o
0o
2\ ?
( trust)
o ( Guiso et al.
2008) .
5 Al Al
(1) (2) (3) (4)
z-stats z-slats z-slats z-slats
~0.398 ™| ( —4.336) | —0.462"*|( =3.797) | —0.374" |( =2.318) | —0.348™ | ( —2.450)
0.100 | (1.148) 0.130 | (1.192)
x ~0.082 | ( -0.460)
ProvFE
N 1971 1116 731 1971
pseudo R? 0. 230 0.259 0.249 0.230

92



61- (% X% {i 2018 8

CFPS “ ” o CFPS “
1( ) 43 ”» 0( ) 5
61.0% 61.7% - “ 7 N N
5. B -4.384%
( (n )o
( (2)(3) )o
o (4) )o
3. ?
( van Rooij et al. 2011) .
( 2015)
. 2014 13
o ( fin_literacy) o
o 5.932 5.569 o
Y 60 ﬁ
=-3.075%( (1) )
(2)(3) ) .
( (4 )
6 N N
(1) (2) (3) (4)
z-stats z-stats z-stats z-stats
20,293 ( =2.948) | —0.324"*|( =2.642) | =0.341" |( =1.731) | —0.376™ |( -2.247)
0.138™ | (7.584) 0. 655 | (5.482)
x
0.093 (0.458)
ProvFE
N 1789 787 756 1789
pseudo R’ 0.273 0. 167 0. 269 0. 265
4. ?
. Chen et al. (2015) CFPS
14 o
( fedu) 10

93



1 0o 59.3%
52.3% . N N
7o B
-3.953%( (1) ).
( (2)(3) )o ( (4 )
7 . N
(2) (3)
(1) (4)
z-stats z-stats z-stats z-stats
—0.363™|( -3.822) | -0.308™"|( —=2.637) | —0.511™|( =2.707) | -0.458|( -2.827)
0.220™ | (2.176) 0.163 (1.282)
X
0.140 | (0.725)
ProvFE
N 1850 1097 648 1850
pseudo R’ 0.235 0.235 0.242 0.235
5. ?
( Arrow 1970) o Guiso & Paiella( 2008)
?H ( [13 . ” “ ” “ ”» [
) ( risk aversion) 1 4,
o 3.130 3.161 “ . ”
“ ”»
8 N N
(1) (2) (3) (4)
z-slats z-slats z-slats z-slats
—0.319™|( =3.215) | -0.626™ |( —=2.477) | -0.286™ |( -2.460) | —0.294**|( -2.597)
—-0.416™|( -8.018) —-0.823™|( -6.426)
X
-0.154 |( -0.687)
ProvFE
N 1789 660 895 1789
pseudo R’ 0.275 0.243 0. 206 0.278

94



61- (% X% ﬁi 2018 8

-3.203%

o Cunha & Heckman( 2007)
114 ” ( )

( Caspi et al. 2005) o
( Heckman et al. 2006)
( 2015) .
« ” « "( ) N
N “ ”( open to experience)

( Goldberg 1990; Costa & McCrae 1992) .

[

o (4)

participation; = 8 X ruralexp; + § X open; + 7 X ruralexp; X open; + yctrl; + prov; + &,

(4)
95



( Goldberg 1990; Costa & McCrae 1992) . “ “ 7
[43 » ( ) ) .
( 2015) “ ”»
o 1 5 o
2.397 2.172,
9 AY A)
(1) (2) (3)
z-stats z-stats z-stats
-0.716™ | ( -3.589) —0.616™ | ( —4.246) -0.175 ( -1.345)
0. 006 (0. 140)
X 0.136" (1.936)
FE
N 1971 1016 921
pseudo R? 0.233 0. 288 0.223
10 \ ( )
(1) (2) (3)
(
z—stats z—stats z—stats
-0.633™ | ( -3.517) -0.529™ | ( -4.105) -0.084 ( -0.699)
-0.001 ( -0.030)
X 0.134™ (2.098)
FE
N 1998 1033 927
pseudo R’ 0.227 0.272 0.216
11 N N
(1) (2) (3)
/
z-stats z-stats z-stats
—-0.348™ | ( -3.143) -0.211™ | ( -2.816) -0.093 ( -1.345)
0. 045™ (2.011)
x 0.073" (1.941)
FE
N 2067 1095 972
pseudo R’ 0.277 0.318 0.267
9 .9 (1)
(4) 10% o

96



61- (% X% {j.; 2018 8

1% ;

3.075  5.445

o

201t { PEKS Yy 12

3) .
-1.516%
-0.547%
o 10 11

97



2009 . Y « y 11 .

. 2006 >« Y 4
2012 { ) .
1994 ( » « y 12 .
. 2015 ( )« Y 6
. 2004 ( . )« Y 6 .
. . 201t ( » « Yy 1.
. . 201t » « y o1
. . 2015 ( . Y « y 3 .
N 1997 :1949—1985) ( y o2 .

Arrow K. 1970 “Essays in the Theory of Risk-Bearing” Amsterdam North-Holland.

Campbell J. Y. 2006 “Household Finance” Journal of Finance Vol.61 1553—1604.

Caspi A. B. W. Roberts and R. L. Shiner 2005 “Personality Development: Stability and Change” Annual Review of
Psychology Vol. 56 453—484

Chen Y S. Naidu T. Yu N. Yuchtman 2015 “Intergenerational Mobility and Institutional Change in 20th Century China”
Explorations in Economic History Vol. 58 44—73.

Chetty R. J. N. Friedman N. Hilger E. Saez D. W. Schanzenbach and D. Yagan 2011 “How Does Your Kindergarten
Classroom Affect Your Earnings? Evidence from Project STAR”  Quarterly Journal of Economics Vol. 126 1593—1660.

Chu Z. Z. Wang J. J. Xiao and W. Zhang 2017 “Financial literacy Portfolio Choice and Financial Well-Being” Social
Indicators Research Vol. 132 799—3820.

Costa P. T. and R. R. McCrae 1992 “Four Ways Five Factors Are Basic” Personality and Individual Differences Vol. 13
653—0665.

Cunha F. and J. J. Heckman 2007 “The Technology of Skill Formation”  American Economic Review Vol. 97 31—47.

Giannetti M. and T. Y. Wang 2016 “Corporate Scandals and Household Stock Market Participation”  Journal of Finance
Vol. 71 2591—2636.

Greif A. and G. Tabellini 2010 “Cultural and Institutional Bifurcation: China and Europe Compared” American Economic
Review Vol. 100 135—140.

Goldberg L. R. 1990 “An Alternative Description of Personality: the BigFive Factor structure” Journal of Personality and Social
Psychology - Vol. 59 1216—1229.

Guiso L. and M. Paiella 2008 “Risk aversion Wealth and Background Risk” Journal of the European Economic Association
Vol. 6 1109—1150.

Guiso L. P. Sapienza and L. Zingales 2008 “Trusting the Stock Market” Journal of Finance Vol. 63 2557—2600.

Guiso L. P. Sodini M. H. George M. Constantinides and M. S. Rene. 2013 “Household Finance: An Emerging Field” in
Handbook of the Economics of Finance. Elsevier.

Heckman J. J. J. Stixrud and S. Urzua 2006 “The Effects of Cognitive and Noncognitive Abilities on Labor Market Outcomes and
Social Behavior” Journal of Labor Economics Vol.24 411—482.

Hoff K. and J. E. Stiglitz 2015 “Striving for Balance in Economics: toward a Theory of the Social Determination of Behavior”
NBER working paper.

Hong H. J. D. Kubik and J. C. Stein 2004 “Social interaction and Stock-Market Participation” Journal of Finance Vol. 59
137—163.

Malmendier U. and S. Nagel 2011 “Depression Babies: Do Macroeconomic Experiences Affect Risk Taking?” Quarterly Journal
of Economics Vol. 126( 1) 373—416.

Nunn N. and L. Wantchekon 2011 “The Slave Trade and the Origins of Mistrust in Africa” American Economic Review Vol. 101
3221—3252.

VanRooij M. A. Lusardi and R. Alessie 2011 “Financial literacy and Stock Market Participation” Journal of Financial
Economics Vol. 101  449—472.

Vissing-Jorgensen A. 2002 “Towards an Explanation of Household Portfolio Choice Heterogeneity: Nonfinancial Income and

Participation Cost Structures” NBER working paper.

98



61- (% X% ﬁi 2018 8

Rural Experience and Stock Market Participation

JIANG Jinglin  WANG Zhengwei and LIAO Li
( PBC School of Finance Tsinghua University)

Summary: Limited stock market participation is a key issue in household finances. Although standard theory predicts
universal participation empirical investigations find that many households do not participate in the stock market and so do
not earn equity premiums. The literature uses fixed participation costs nonstandard preferences beliefs and a lack of trust
to explain this issue. However these attributes can only explain a part of the wide dispersion in participation rates.
Because the stock market is an important investment tool for households to increase their wealth promoting stock market
participation benefits China’s real economy. Hence limited stock market participation is an important topic from both
academic and practical perspectives.

This study examines an important but unappreciated determinant of stock market participation: earlyife experiences.
A large literature in finance shows that personal life experiences influence people’s risk-taking behavior both in the
laboratory and in the field. Yet the long—run effect of earlyife experiences on stock market participation behavior has been
ignored to date.

In this paper we focus on the impact of earlyife experiences on stock market participation. China with its large
rural-urban disparity provides an ideal research setting for two reasons. First being exposed to a rural environment for a
long time at a young age is a randomly assigned characteristic due to the strict migration restrictions that existed for several
decades. Whether one is exposed to rural areas is determined by where one is born which cannot be altered. Second
unlike in most developed countries there are huge socioeconomic differences in both the immediate setting and the social
systems of rural and urban areas. In this dual system living in rural areas implies a totally different ecology for children
compared with those living in urban areas. This salient disparity makes it a credible identification of childhood exposure.
Third concerns over selection bias can be addressed in this setting because rural residents are much less educated than
urban residents with rural experiences during childhood.

This paper examines whether childhood rural experiences affect the stock market participation of urban residents using
individualHevel data in China. Using CFPS data we identify rural experiences by Hukou Registration Type in childhood.

In our empirical test we find that rural experiences deter stock market participation. The economic magnitude of the
effect is quite large; individuals with rural experience are 5.4% less likely to participate in the stock market which is
equivalent to a 44% decrease in the unconditional probability of participation ( 12.2%) . The finding holds true even after we
control for personal differences in trust social interactions risk attitudes financial literacy earlyife socioeconomic status
and a large set of household demographic and economic characteristics. Providing further evidence the relation between rural
experiences and stock market participation does not weaken with wealth. This implies that early-life experiences explain why
even the rich stay away from the stock market even though they can afford the fixed participation cost.

Building on these findings we further investigate what can mitigate the adverse effect of rural experiences on stock
market participation. Inspired by the literature on personality traits we hypothesize that the influence of openness affects
the relation between rural experiences and stock market participation. We find that a higher level of openness significantly
mitigates the rural experience effect. In fact we find that rural childhood exposure does not have an impact on stock market
participation among people with high levels of openness. These findings are consistent with the predictions of psychology.

Our study’s main contribution is to consider earlydife experiences as underlying determinants of stock market
participation. To the best of our knowledge the relation between earlyife experiences and stock market participation has
not been well addressed by the literature especially in Chinas setting. We show that people’s decisions to hold stocks are
related to their rural experiences. Moreover our findings provide new evidence for the longtun effect of childhood
experiences on individual economic decisions.

Keywords: Stock Market Participation; Household Finance; Rural Experience
JEL Classification: G11 D12 ZI10
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