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Abstract: With respect to the financial system, household stock market participation (SMP) is a key

determinant of wealth accumulation, financial stability, and economic growth. However, limited SMP has

remained a puzzle for scholarly and policy efforts mainly in the emerging and developed economies; making the

phenomenon a suitable area of research. Given an influx of studies on household SMP over the recent decade

and a mix of research findings, the systematic review uses the PRISMA framework to identify and select 102
articles on household SMP research from 2015 to 2025. A thematic analysis of the articles highlights household
SMP drivers, measurement strategies, mechanisms of influence, outcomes and how the overall phenomenon

relates to six fundamental theories: asset pricing, behavioral finance, EMH, expected utility, portfolio choice

and social capital. Moreover, by identifying the outstanding debates and research gaps, the review suggests

future research directions in the field of household SMP.
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1. Introduction

tock market participation (SMP) is a critical

area of research in finance, as it directly impacts

personal, household, national and global wealth,
as well as the behavior of businesses and the overall
efficiency of the economy. SMP can also serve as a
pathway through which other factors, such as trade
protectionism, affect the financial system and the
economy (Li & Li, 2025). Within the financial system,
households are the principal lender-savers, alongside
business enterprises, the government, and foreign
entities. As such, household investment dynamics have
garnered significant attention in financial economics

literature.

However, limited household SMP has remained a
key scholarly and policy concern for both emerging and
developed economies. This phenomenon, known as the
“stock market participation puzzle,” has been a subject
of extensive research over the past decade (Otinga
& Mugo-Waweru, 2024). Despite this, the puzzle
persists, and understanding the factors influencing SMP
remains crucial for both academic and policy purposes.
Consequently, an influx of studies particularly on
household SMP over the recent decade has brought
about a mix of research findings on the dynamic and
ever evolving patterns of household SMP, without
specific focus on the thematic synthesis of relevant

literature.
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This systematic literature review, therefore,
contributes to the body of literature by systematically
and thematically synthesizing evidence from recent
studies on household SMP with focus on measurement
approaches, drivers, outcomes, mechanisms and
underlying theories. The unique combination of
systematic analysis and thematic organization enhances
the understanding of the household SMP’s key issues,
debates and research agenda aimed at informing
further research and targeted policy implications across
financial stakeholders and economies. Moreover,
this research uniquely extends the thematic analysis
to underlying theories of household SMP in order to
clarify the SMP puzzle and provide the future research
directions.

2. Review Methodology

2.1. Search Strategy and Literature Organizing
Framework
This research applies the 2020 updated guidelines

Search in Web of Science

Keywords: "Household Stock
market participation”

Years: 2015 to 2025
Outcome: n=199

Titles: Containing word
'Household'

Abstracts: Relevant

Outcome: n=71

for the Preferred Reporting Items for Systematic
Reviews and Meta-Analyses (PRISMA) framework
which uses a step-by-step approach for searching and
utilizing literature for review based studies (Moher,
2021). Firstly, the search strategy in Web of Science
used the key phrase “Household Stock Market
Participation” filtered for years 2015 through 2025.
The initial identification, therefore, came up with 187
articles which were screened by selecting titles which
strictly contained the word: “Household”. An analysis
of abstracts of the articles resulted in 71 papers.
Although the remaining articles did not include the
term “Household” in their articles, further identification
of 31 relevant articles was done by including articles
published by authentic Journals listed by the Financial
Times (FT50), 2025; University of Texas at Dallas
(UTD24), 2025; and Association for Business Schools
(ABS) Ranking, 2024. The final sample, therefore,
contained 102 articles as illustrated in Figure 1.

* [nitial Identification

*Screening

Selection based on

Authentic Journals

. * Further identification and
Additional relevant refining

titles&Abstracts=31
Final Sample: n=102

Figure 1. Literature identification and selection process.

After identifying the relevant texts, Microsoft
Excel spreadsheet was used to record key content,
including the research topic trends, geographic focus
and methodical approaches and the key findings, of
each article. Apart from the general descriptive data
for the papers, each paper was reviewed to summarize
its research content with thematic focus on influencing

factors, measurement strategies, outcomes and
mechanisms of household SMP as illustrated by the
organizing framework in Figure 2 which guides the
review’s preceding discussion. The analysis extended
the conceptualized themes to six underlying theories
applied by the researchers with respect to the nature
and effects of household SMP.
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demographic Direct or indirect: Proportion of ! « Context-
¥ using binary household . dependent effect
= E;:ﬁf:t;ig? i variable- equals one financial assets y: RO
(1) if a household accounted for by
currently holds direct and indirect Household SMP
= Macroecono- R i . R
mic and stocks or invests in stockholdings, to affects individuals,
sovironmentai stock funds and measqre the _ households,
equals zero (0) intensive margin companies and the
ntherwise. of SMP national econonmy

Asset Pricing Theory:

Provides a framework for
household SMFP decisions
with reference to how
financial assets are valued
and how retums are
generated.

Behavioral Finance Theory:

Explains how biases like loss
aversion and heuristics influence
household SMP and shape responses
to wealth shocks across life stages
and psychological sitmations,

EMH:

Demonstrates how financial
literacy and market information
influence the abiliny of
households to achieve retums
related to market averages.

Expected Utility Theory:

Nlustrates risk-retum trade
offs used for evaluating
prospects of holding risky
assets such as stocks.

Theory of Portfolio Choice:

Analyses how investor households
construct asset portfolios to optimize
retumns and managee risk.

Social Capital Theory:

Highlights how social networks,
norms and trust facilitate

investment decisions and promote
SMP.

Figure 2. Literature organizing framework for household SMP

2.2. Descriptive Statistics for Reviewed Papers

The sample of 102 research papers can be described
in terms of temporal and geographic distribution.
The literature can also be classified according to their
methodical approaches.

2.2.1. Temporal distribution

The sample indicates an increasing trend in research on
household SMP as shown in Figure 3. This is consistent
with the gradual increase in studies on household finance
as noted by Zehra and Singh (2023). Within the trend,
2023 has the greatest percentage (19%) of research papers
while 2018 has the lowest percentage (2%). In 2018,

several significant macroeconomic events occurred,
including the initiation of the trade war by the Trump
administration in the United States and four interest rate
hikes by the Federal Reserve (Zhang, 2020). These events
had a substantial impact on the global financial sector.
However, it is noteworthy that the percentages of studies
on household SMP increased significantly following the
2018 macroeconomic events, the COVID-19 pandemic
in 2019 and the subsequent global shift towards digital
advancement. Further examination of the sample articles
also shows growing attention towards behavioral and
digital finance.
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Figure 3. Trend of research on household SMP

Note: The percentage of 2025 papers was calculated based on articles identified by 24" September, 2025, and the final

percentage for the year would likely be higher.

2.2.2. Geographic distribution
Figure 4 shows the geographic distribution of reviewed
research papers on household SMP. Almost 60% of
the studies focus on China and the USA together,
highlighting geographic concentration in the two
countries. The lower percentage of the geographic
distributions is composed of studies from Europe,
cross-country studies and other countries, including
Korea and India.

The dominance of percentages of research by
China and the USA not only reflects the development

50%
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30

=

Percentage

20

=

10%

0%
China

Europe

of financial institutions and financial markets in the
respective areas of study but also the availability of
related data in those countries. For example, China
and the USA have several dedicated databases such as
the China Household Finance Survey (CHFS) and the
Panel Study of Income Dynamics (PSID) respectively
which provide useful data to a majority of research on
household SMP. Apart from having underdeveloped
financial systems, many other countries- especially
developing ones- do not have typical databases for
household finance.

Japan Multi-country Others

Country

Figure 4. Geographic distribution of research on household SMP
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2.2.3. Methodical approaches

The studies can also be classified into empirical,
theoretical mixed and conceptual reviews. The
methodical approaches are dominated by empirical

80%
70%
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50%

40%

Percentage

30%
20%

10%

Theoretical

0%
Empirical

studies, around 70%, primarily using regression and
panel data. Figure 5 illustrates the distribution of
studies according to methodical approaches.

Mixed

Conceptual Review

Methodology

Figure 5. Distribution of methodical approaches

There are about 15% papers that used theoretical
models- indicating less research work on conceptual
frameworks like the one employed by Cheng, et al.
(2024) on the influence of social capital on household
SMP. Nevertheless, theoretical papers also essential
for making causal inferences. For instance, Czellar,
Garcia and Le Grand (2025) propose an asset pricing
model which ‘accurately’ reproduced the proportion of
household stockholders in France; and proved useful
for estimating SMP costs. Nevertheless, the distribution
of methodical approaches reflects a dominating
preference of technical analysis to fundamental analysis
of SMP by the researchers.

3. Thematic Findings on Household SMP

3.1. Drivers of Household SMP

The influencing factors or drivers of household SMP
were analyzed according to type, namely; financial,
behavioral, social and demographic factors, political
and institutional, macroeconomic and environmental
factors.

3.1.1. Financial factors
Accounting quality and locality of companies of stock
investment influence household SMP. Huang and Kim

(2023) investigate the influence of accounting quality
of firms whose stocks households are invest in while
Jiang, et al. (2024) focus on the locality of firms which
made Initial Public Offers (IPOs).

A unique financial factor relates to ownership of
the firm in which to invest. For example, Giannetti
and Wang (2016) found out that ambiguity aversion is
negatively associated with SMP of households in the
USA, the fraction of their financial assets in stocks, and
foreign stock ownership. However, ambiguity aversion
is positively related to own-company stock ownership
revealing how ambiguity aversion is related to portfolio
under-diversification, and the tendency of households
to sell stock during financial crisis.

3.1.2. Behavioral factors
Cognitive abilities can also be considered under
behavioral factors. Cheng, et al. (2018) and Xu,
Alnafrah and Dagestani (2024) are some researchers
who focus on the role of household cognitive abilities
and risk attitudes on SMP.

Other examples of behavioral factors include
household beliefs studied by Gao (2019) and religious
beliefs investigated by Kim, Kim. and Han (2021) and
Xu, et al. (2022). While Xu, et al. (2022) argues that
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religiosity, especially among Buddhists and Protestants,
crowds out time spent on improving financial literacy
and lowers commercial insurance expenses; Gao (2019)
and Hwang (2024) noted that optimistic beliefs and
loss aversion influence participation.

3.1.3. Social and demographic factors

Social support and social capital are also key to
household SMP as demonstrated by Huang and Gooi
(2023) and Cheng, et al. (2024) respectively. Huang
and Gooi (2023) look at both tangible and intangible
forms of social support in order to highlight the impact
of emotional support, physical health and mental
happiness on SMP. Conceptually, social capital also has
a bearing on structural, relational, cognitive aspects of
behavioral finance associated with interaction, trust and
shared visions within online investors (Cheng, et al.,
2024).

Further, some researchers concentrated on other
social and demographic factors including the military
experience of the household head (Wen, et al., 2023),
literacy aspects (Yamori & Ueyama, 2022) and gender
(Bacher, 2024; Barasinska& Schéfer, 2017) aspects.

3.1.4. Political and institutional factors

The effect of domestic political and technological
factors on household SMP has not been spared from
research. Such factors include policy elements such as
interest rate liberation which enhance SMP (Lan, et al.,
2022) and property taxes (Xu, et al. (2024). According
to Agarwal, et al.’s (2022) study in the USA, political
uncertainty can also reduce household SMP and
reallocation of funds to safer assets.

As part of institutional factors, digital finance
infrastructure interventions like broadband networks
and computer applications have been found to enhance
household SMP (Liu, Yin & Yan, 2025; Wang, et
al., 2022). Similarly, Guo and Guo (2025) integrate
technological, social and human capital perspectives in
explaining SMP determinants.

3.1.5. Macroeconomic experiences and environmental
factors

The surrounding factors and occurrences associated
with the households also influence SMP. For instance,
macroeconomic experiences, such as the 2008 financial
crisis affected the financial risk taking and SMP of
households in the Euro area countries (Ampudia
& Ehrmann, 2017). Again, Lee (2023) refers to

the Russian invasion of Ukraine to illustrate how
geopolitical risk affects household stock market in
the USA. Another example researched by Gan, et al.
(2025) is air pollution which reduced household SMP
in China.

3.2. Measurement of Household SMP

The researchers measure household stock market
participation in two main ways: stock ownership and
stock share.

3.2.1. Ownership of stocks

Most studies measure household SMP as a binary
variable whereby ‘1’ is for ownership of stocks in a
company and ‘0’ is for non-participation in the same
sense. For instance, Gao (2019) and Huang and Kim
(2023) follow this measurement approach. Some
researchers, like Giannetti and Wang (2022) and Xu et
al. (2022) further distinguish such direct stock market
participation (DSMP) from indirect stock market
participation (IDSMP). While DSMP refers to the
direct ownership of individual stocks by an investor
who buys or sells shares through a brokerage account,
IDSMP involves investing in the stock market through
pooled investment vehicles such as mutual funds and
exchange traded funds (DTFs) which allow the investor
to own a diversified portfolio of stocks without directly
purchasing individual shares.

Using the ownership measurement strategy of
household SMP, the researchers are able to use of
econometric models, particularly logit and probit,
which are constructed on binary dependent variables.

3.2.2. Stock share
Stock share, defined as the fraction of household
financial assets accounted for by direct and indirect
stockholdings, to measure the intensive margin of SMP.
The researchers that use stock share measurement
in addition to the ownership make the studies more
comprehensive than the studies which use only the
stock ownership since the shares indicate the intensity
of participation as illustrated by Gan, et al. (2025) and
Wen, et al. (2023). The stock share measurement allows
the use of regression techniques, including tobit and
ordinary least squares (OLS) that suit either censored
or uncensored continuous dependent variables.
Moreover, some researchers consider the ages of
household heads when defining household SMP. Whilst
Xu, et al. (2022) limited SMP in China to household
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heads between 18 years and 85 years, Wang, J., Zhang
and Wang, Z. (2022) limit the sample in China to ages
between 16 years and 80 years. Other researchers,
however, choose to fix the minimum age and leave
an open upper limit. For instance, Shi, et al. (2021)
and Li, J. and Li, W. (2025) considered household
samples whose heads were 16 years and older. Since
researchers in one country can use different age limits,
the sampling relates to not only the rules of SMP in a
particular study area but also specific objectives of the

research.

3.3. Household SMP Outcomes

3.3.1. Nature of influence

The household SMP drivers in section 3.1. can have
positive, negative and mixed or context-dependent
effect on SMP. Table 1 sums up the influencing factors
according to their effect on household SMP. The table
also includes the mechanisms though which the factors
operate as analyzed in key representative studies.

Table 1. Nature of influence of household SMP drivers

Factor

Mechanism

Key Studies

a. Positive influences on SMP (Increasing participation)

i. Financial literacy

Peer networks reduce information barriers

#. Social Support and increase trust

iii. Local Initial Public Offers

Enhances understanding and evaluation of
investment risks or returns

Familiarity with local firms boosts confidence

Broihanne (2025); Kaicheng et al.
(2025); Xu (2024); Yamori & Ueyama
(2022); Li, et al. (2020)

Huang & Gooi (2023); Jiang, et al. (2022)
Jiang, et al. (2024)

Lowers entry barriers through such innovations Liu, et al. (2025); Fang, Liu & Lee (2025);

iv. Digital Finance

v. High income or wealth

vi. Optimistic beliefs

vii. Military experience
viii. Retirement savings and consumption
ix. Accounting quality

x. Firm ownership

Reduces liquidity constraints

Encourages risk-taking
Correlates with discipline and risk tolerance

Higher retirement consumption expectations
increase proportion or risky assets

Transparency reduces perceived risk

Ambiguity aversion is positively related to
own-company stock ownership

as the expansion of broadband network and the Xiao, Li & Zhang (2025); Peng & Mao
use of mobile investing computer applications

(2022); Wang, et al. (2022)

Vestman (2019); Fagereng, Gottlieb and
Guiso (2017) (2017)

Gao (2019)
Wen, et al. (2023)

Bornaparte (2025) and Jing, et al. (2025)
Huang&Kim (2023)
Giannetti and Wang (2016)

b. Negative influences on SMP (Decreasing participation)

i. Geopolitical risk .
equities

ii. Air pollution risk appetite

iii. Political corruption

iv. Natural disasters o8
priorities

v. Gender norms .
financial networks

Increases uncertainty and risk aversion to
Correlates with reduced cognitive function and

Erodes trust in financial systems
Trigger loss aversion and short-term financial

Li & Li (2025); Lee (2023)

Gan et al. (2025)
Bu et al. (2022)
Bharath&Cho (2023)

Cultural biases restrict women’s access to Bacher (2024); Barasinska & Schifer

(2017)

¢. Mixed or context-dependent influences (Varying with setting)

Housing wealth increases risk tolerance

i. Homeownership
investing in stocks

Peer learning enhances participation

ii. Social interactions

Herding behavior amplifies market bubbles

Mortgage debt reduces disposable income for

Aoki, et al. (2025); He (2022)
Beaubrun-Diant & Maury (2016)

Huang&Gooi (2023)
Godstein&Knight (2023)

Crises like COVID-19 may spur retail
investing; expected inflation encourages SMP Aoki, et al. (2025); Zheng, et al. (2022)

iii. Macroeconomic shocks

confidence

depending on the income level

Pandemics like HIN1 mortality depress
SMP and prolonged crises erode investor

Guo, Leung & Zhang (2025); Zhou
(2020)
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Continuation Table:

Factor

Mechanism

Key Studies

Protestantism correlates with-risk taking

iv. Religion

Xu, et al. (2022)

Some religions discourage speculative gains
and Buddhism crowds out time spent on

Xu, et al. (2022); Kim, et al. (2021)

improving financial literacy

Middle-aged households invest more
Older households de-risk portfolios
Presence of a daughter is associated with lower

v. Age

vi. Intergenerational raising
a son.

savings and SMP rate unlike the case of having

Bonaparte (2025); Fagereng, et al. (2017)

Wen, Chen & Tani (2025)

As shown in Table 1, a range of factors increase
household SMP. These factors include financial literacy
which enhances the understanding of investments;
social support which builds trust and confidence;
and digital finance, which lowers stock market
entry barriers. Furthermore, high income or wealth
reduces liquidity constraints, while psychological and
experiential factors like optimistic beliefs, military
experience, and stock ownership in one’s own company
encourage risk-taking. The expectation of higher
retirement consumption and better accounting quality
in firms also promotes investment by increasing risk
tolerance and reducing perceived risk.

Conversely, several factors decrease household
SMP. Geopolitical risk and air pollution respectively
increase the uncertainty and reduce cognitive function
and risk appetite for SMP. Political corruption erodes
trust in financial systems, and natural disasters trigger
loss aversion, shifting focus to short-term financial
priorities. Additionally, restrictive gender norms limit
women’s access to financial networks and knowledge
necessary for investing.

Table 1 also shows that some factors have a mixed
or context dependent influence on household SMP.
For instance, home ownership can either, increase risk
tolerance through housing asset earnings or decrease
investment capacity due to mortgage debt. Similarly,
social interactions can facilitate peer learning and
increase SMP; or lead to detrimental herding behavior
against SMP. Macroeconomic shocks, religion, age
and intergenerational raising also demonstrate variable
effects, either encouraging or discouraging SMP
depending on the specific circumstances, beliefs, or life
stages of the household.

3.3.2. Scope of impact
In the long run, household SMP has impacts on the

households and individuals, firms and the national
economy. The researchers not only focus on the
impact of household SMP on participating households
themselves, but also spillovers to other economic
entities like companies and the national economy.

a. Households and individuals

SMP offers significant benefits to households and
individuals, primarily through wealth accumulation and
financial literacy spillovers. The primary incentive for
SMP is the potential for financial gain, including the
dividends and capital appreciation, as highlighted by
Jiang et al. (2024). This benefit helps individuals grow
their wealth and provides a means for financial security
and retirement planning. Additionally, household
SMP contributes to the spread of financial literacy
within communities. As Xu (2024) notes, the financial
knowledge gained by one household can spill over to
neighboring households, enhancing overall financial
awareness and decision-making capabilities. This
collective financial literacy can lead to more informed
and rational investment choices, further promoting
economic stability and growth at the household and
individual level.

b. Companies

For companies, the impact of household SMP is
primarily felt through the cost of capital and capital
structure. Broader household participation in the
stock market leads to a more diversified investor base,
which can reduce the cost of capital for companies,
as noted by Jiang et al. (2024). A lower cost of capital
allows companies to undertake more projects and
investments, enhancing their growth and profitability.
Moreover, a larger and more stable investor base can
improve corporate governance and accountability, as
shareholders have a vested interest in the company’s

performance. Overall, household SMP contributes to a
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more efficient allocation of capital by companies.

c. National economy

At the national level, household SMP plays a crucial
role in maintaining market liquidity and promoting
economic development. An effective financial system
relies on a steady flow of capital, and households are a
key source of liquidity, as illustrated by Melcangi and
Sterk (2024). Further, household SMP can help reduce
income inequality and promote allocative efficiency
within the financial system (Peng & Mao, 2024). By
enabling a broader base of individuals to participate
in wealth creation, household SMP can lead to a more
equitable economic stability and resilience of citizens
thereby contributing to a healthy financial system,
market liquidity, economic growth and at national
level.

3.4. Classification of Mechanisms
The mechanisms through which the factors drive
household SMP can further be categorized as follows:

3.4.1. Information asymmetry

Information asymmetry refers to a situation where
different parties in a transaction have access to different
levels of information. Consequently, information
asymmetry is a critical mechanism through which
various factors influence household SMP by affecting
the decision-making process. For example, Huang
and Kim (2023) illustrated that enhanced accounting
quality and transparency of firms reduce the
uncertainty surrounding stock performance, thereby
increasing household SMP in those firms. Moreover,
macroeconomic and environmental factors, including
economic stability and market conditions, affect
overall confidence in the stock market. By affecting
transparency and reducing uncertainty, the household
SMP drivers can either encourage or discourage the
participation of households in stock markets.

3.4.2. Social learning

The social learning mechanism fosters a supportive and
informative investment environment for households
to participate in the stock market. Some drivers of
household SMP involve learning about investment
strategies and financial decisions through social
networks and peer interactions. Huang and Gooi
(2023) demonstrate that social support and interactions
significantly influence household SMP in China.
Particularly, social factors such as the tendency to

follow the investment decision of trusted peers,
contribute to the spread of investment knowledge and
practices. Through social networks, households also
gain valuable insights and information about stock
market investments, which can enhance their financial
literacy and confidence (Xu, 2024). In addition,
political and institutional factors, such as policies
promoting financial education and community-based
investment programs, can facilitate social learning and
increase SMP.

3.4.3. Behavioral nudges

Behavioral economists view nudges as a means to
correct cognitive biases and heuristics that often lead to
suboptimal financial decisions (Cai, 2019). Behavioral
nudges are subtle interventions designed to influence
people’s behavior without restricting their choices
while aiming to correct undesired cognitive biases. For
instance, Gao (2019) reveals that household optimism
can increase risk-taking behavior and subsequent SMP,
highlighting the positive reinforcement and confidence-
building measures. Whilst behavioral factors, including
risk tolerance and investment preferences, a crucial
in determining how households respond to nudges;
demographic factors such as age and gender, can
influence the effectiveness of behavioral interventions.

3.5. Underlying Theories

The researchers utilize typical theories that explain the
influencing factors and their mechanisms of influencing
household SMP and impact on various stakeholders.
Together, the underlying theories provide a robust
framework and valuable insights for understanding
the complex interplay of drivers and mechanisms of
household SMP.

3.5.1. Asset Pricing Theory
The Asset Pricing Theory provides a comprehensive
framework for understanding how financial assets are
valued and how returns are generated. By incorporating
risk, expected cash flows, and market conditions,
asset pricing models such as the Capital Asset Pricing
Model (CAPM) and Arbitrage Pricing Model (APM)
help investors and financial professionals make
informed decisions in a complex and dynamic market
environment (Sharpe, 1964; Ross, 1976).

In the context of household SMP, this theory is
utilized to explain how various factors influence
investment decisions. For instance, Lee (2023) and Li
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and Li (2025) explore the implications of asset pricing
theory in geopolitical asset market environments.
Czellar et al. (2025) directly apply this theory by
proposing an asset pricing model for household
stockholders in France, extending the model to the
estimation of SMP costs. This application highlights
how asset pricing theory can be adapted to understand
the specific challenges and opportunities faced by
households in different economic contexts.

3.5.2. Behavioral Finance Theory

The Behavioral Finance Theory integrates behavioral
and cognitive psychological theories with traditional
economics and finance to explain why people make
irrational financial decisions (Baker and Wurgler, 2007).
This theory is particularly relevant in understanding
household SMP, as it accounts for the biases and heuristics
that influence investment decisions.

In line with this theory, Huang and Kim (2023) and
Hwang (2024) demonstrate how biases, such as loss
aversion, shape participation of households in the stock
market. Bornaparte (2025) and Jing et al. (2025) further
explore the dynamics of stock ownership behavioral
responses to wealth shocks across the household’s life
cycle, including retirement stages. These studies highlight
the importance of understanding psychological factors
in predicting and explaining household investment
behavior, emphasizing that traditional economic models
alone cannot fully capture the complexity of household
decision-making in financial markets.

3.5.3. Efficient Market Hypothesis

Proposed by Fama (1970), the Efficient Market
Hypothesis (EMH) posits that asset prices fully reflect
all available information, making it impossible to
consistently achieve returns above the market average
by identifying undervalued or overvalued assets. This
theory is foundational in financial economics and has
significant implications for household SMP.

Yamori and Ueyama (2022) utilize EMH to highlight
the role of financial literacy and market information in
SMP for households in Japan. Their study underscores
the importance of information symmetry and the impact
of market efficiency on investment decisions. By
understanding how market efficiency influences asset
prices, households can better navigate the stock market,
recognizing that superior returns are challenging to
achieve without additional information or insights.

3.5.4. Expected Utility Theory

The Expected Utility (EU) Theory is a foundational
model in decision-making under uncertainty, positing
that individuals evaluate risky prospects by calculating
the weighted average of utilities of possible outcomes,
where weights are probabilities (Pratt, 1964). Thus, the
choice with the highest EU is preferred.

This theory is instrumental in understanding how
households weigh the risks and returns of stock
market investments. Gao (2019) illustrates risk-return
trade-offs guided by EU Theory, demonstrating how
households make investment decisions based on their
risk tolerance and expected returns. By applying the
EU Theory, researchers can better understand the
rationality behind household investment choices, even
in the face of uncertainty and potential risks.

3.5.5. Theory of Portfolio Choice

Also known as modern portfolio theory (MPT), the
theory of portfolio choice provides a framework for
investors to construct portfolios to maximize returns for
a given level of risk or minimize risk for a given level
of return (Markowitz, 1991). This theory emphasizes
the importance of diversification and risk-return trade-
offs in portfolio construction.

Studies such as those by Ampudia and Ehrmann
(2017) and Fagereng, et al. (2017) apply elements of
this theory to explore how households balance risk
and return in their investment portfolios. Zhou (2020)
further investigates the role of portfolio choice in
achieving optimal investment outcomes. Additionally,
Aoki et al. (2025) innovatively explore the interplay
between inflation, money demand, and life-cycle
portfolio choice for homeowners; demonstrating the
broad applicability of this theory in understanding
household financial behavior.

3.5.6. Social Capital Theory
The social capital theory, proposed by American
sociologist Robert Putnam in the 1990s and expounded
by Fukuyama (1996), focuses on the relationships
between individuals and groups within a society,
emphasizing the value and role of social networks,
social norms, and trust in promoting social coordination
and collective action.

This theory is particularly relevant in understanding
how social networks influence household SMP.
Huang and Gooi (2023) confirm that social networks
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enable household investment decisions and, therefore,
SMP. Their findings highlight how social support
and interactions can enhance financial literacy and
confidence, leading to increased participation in the
stock market. By leveraging social capital, households
can overcome information barriers and gain trust in
financial markets, making more informed and confident
investment decisions.

4. Future Research Directions

The existing literature on household SMP has laid a strong
foundation, but several unresolved debates and identified
gaps chart a clear direction for future inquiry. One of the
prominent debates is the “participation puzzle,” which
questions why many households avoid stock market
investments despite high expected returns. While some
researchers attribute this to rational barriers such as high
information costs and liquidity constraints, others point to
behavioral biases like loss aversion and financial illiteracy.
Another key debate centers on the role of financial
literacy, with conflicting evidence suggesting that its
impact on SMP may be endogenous to cognitive ability,
social networks, and wealth. Additionally, there is ongoing
discussion about whether digital finance promotes broader
inclusion or exacerbates existing divides by primarily
benefiting advantaged populations. The relationship
between housing wealth and stock investments also
remains contentious, with studies suggesting both

complementary and substitutive effects depending on
factors like mortgage policies and stock market maturity.

Despite extensive research, significant gaps remain
in the understanding of household SMP. Measurement
approaches for SMP are inconsistent, with varying
definitions of stock ownership and portfolio bases, making
cross-country comparisons challenging. The geographic
distribution of research is heavily skewed towards
developed and a few emerging economies, leaving regions
like Africa and Latin America underrepresented. This
limits the global understanding of SMP and the potential
for cross-cultural comparisons. Furthermore, there is a
need for more nuanced frameworks that consider the
joint effects of influencing factors, such as the interplay
between gender, age, employment status, and digital
literacy. Sector-specific analyses are also lacking, which
could reveal important industry dynamics influencing
household investment decisions. Lastly, the literature
overwhelmingly focuses on entry into the stock market,
neglecting the exit perspective and the broader impacts
of SMP on household well-being, firm governance, and
national economic stability.

Future research should address these debates and
gaps to provide a more comprehensive understanding
of household SMP. This section synthesizes five key
areas summarized in Table 2, pointing out specific
future research questions.

Table 2. Research agendas.

Research Agenda Subtopic(s)

Knowledge Gap(s) Revealed by

Specific Future Research

the Review Questions

The “Participation Puzzle”

biases

Role of Financial Literacy

Resolving Core Theoretical Digital Finance Impact

Debates

Housing vs. Stock
Investments

Unclear relative importance of
rational barriers vs. behavioral

Unclear causal relationship
between financial literacy and
SMP; potential endogeneity to
cognitive ability, social networks,
and wealth

Unclear whether digital finance
promotes inclusion or exacerbates
divides

Unclear whether housing
and stock investments are
complements or substitutes

- What is the contribution of each
factor (rational vs. behavioral) to
the participation puzzle?

- How do these factors interact?

- What is the net effect of financial
literacy on SMP?

- How do cognitive ability and
social networks moderate the
impact of financial literacy?

- How do digital platforms impact
SMP among rural and low-income
households?

- What are the long-term effects
of digital finance on different
demographic groups?

- Under what conditions does
housing wealth encourage or
crowd out SMP?

- How do mortgage policies and
stock market maturity influence
this relationship?
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Continuation Table:

Research Agenda Subtopic(s)

Knowledge Gap(s) Revealed by

Specific Future Research

the Review Questions

Measurement Consistency Inconsistent definitions of SMP
measures and portfolio bases

Refining Household SMP
Measurement Approaches

Geographic Distribution

Broadening Geographic
and Cross-Cultural Scope

Intersectional Factors

Embracing Intersectional
and Sectoral Analyses

Sectoral Focus

Exit Perspective

Investigating the Exit
Perspective and Impacts
of Household SMP

Overrepresentation of developed
and a few emerging economies

Limited research on joint effects
of influencing factors

Lack of sector-specific analyses

Limited research on factors
influencing stock market exit

Impact of household SMP Limited research on the impacts
of SMP on various stakeholders

- How can SMP measures be
standardized across studies?

- What are the most appropriate
definitions for SMP numerator and
base investment portfolio?

- How do cultural and institutional
contexts in underrepresented
regions (e.g., Africa, Latin
America) influence SMP?

- How can data availability and
accessibility be improved in
developing countries?

- How do factors like gender, age,
employment status, and digital
literacy interact to influence SMP?
- What are the joint effects of these
factors on investment behavior?

- How do specific industries (e.g.,
textiles, technology, energy)
influence household investment
decisions?

- What are the sectoral dynamics
in regions with strong household
presence?

- What factors lead households to
exit the stock market?

- How do life-cycle patterns of
divestment vary during retirement
or market downturns?

- How does SMP affect household
well-being, firm governance, and
national economic stability?

- What are the long-term impacts
of SMP on these areas?

4.1. Resolving Core Theoretical Debates

4.1.1. The “participation puzzle”

The relative importance of rational barriers versus
behavioral biases is still contested. The review reveals
that there is still debate as to why many households still
avoid stock market investments despite high expected
returns. Some researchers like Vestman (2019) and
Catherine (2022) focus on rational explanations including
high information costs and liquidity constraints yet others
attribute the puzzle to behavioral reasons such as loss
aversion (Hwang, 2024), ambiguity aversion (Giannetti &
Wang, 2016), or financial illiteracy (Yamori & Ueyama,
2022). Future research should, therefore, aim to quantity
the contribution of each factor and explore the possible
factor interactions.

4.1.2. Theory role of financial literacy
The causal relationship between financial literacy

and household SMP is still unclear, with evidence
suggesting its effects may be endogenous to cognitive
ability, social networks and wealth. The supporting
evidence from Xu (2024) and Li, et al. (2020) that
financial literacy boosts SMP is contradicted by the
findings of Xu, et al. (2024) and Jiang, et al. (2022)
that literacy effects diminish when controlling for
cognitive ability or social networks. Further, Kaicheng
et al. (2025) demonstrate how the degree of the impact
of literacy on household SMP is moderated by other
factors such as employment and digital literacy.

4.1.3. Does digital finance enhance or hinder household
SMP?

It remains unclear whether digital platforms ultimately
promote broad inclusion or exacerbate divides by
primarily benefitting ‘advantaged’ populations. The
inclusion hypothesis is advanced by Wang, et al. (2022)
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and Peng and Mao (2022) who highlight that digital
platforms for stock market investing reduce entry
barriers. On the other hand, Guo et al. (2022) argue
that the benefits of digital finance are biased towards
younger, tech-savvy, or urban households making
the long-term impacts on rural or low-income groups
remain unclear.

4.1.4. The relationship between housing and stock
investments
The researchers also debate whether housing and stock
investments are complements or substitutes. From the
complementary perspective, He (2022) and Zhou et al.
(2025) note that housing wealth boosts risk tolerance
for stocks. On the contrary, Beaubrun-Diant and Maury
(2016) highlight that homeownership crowds out
SMP due to liquidity constraints. Consequently, the
resolution of the debate is context-dependent on such
factors as mortgage policies and stock market maturity.
Future research should, therefore, aim to quantity
the contribution of each driver of household SMP,
isolate the net effect of literacy and determine the
cost-effectiveness of financial literacy interventions
compared to addressing structural inequalities.
Moreover, longitudinal studies on the impact of digital
finance on rural and low-income households are as
crucial as systemic modelling of conditions under which
housing wealth crowds out or encourages household
SMP. To strengthen dynamic and causal analyses,
longitudinal studies should also track household SMP
over the life course and in response to major events
such as pandemics, tariff wars and financial crises; and
there should be greater use of experimental and quasi-
experimental designs that establish causality and move
beyond correlational findings. This literature review
reveals overreliance on observational data as compared
to experiments and quasi-national designs employed
by a few researchers like Kotb and Proafio (2023); and
lack of experimental designs and macro-micro linkages
like the ones employed by Melcangi and Sterk (2024).

4.2. Refining Household SMP Measurement Approaches
The advancement of the household SMP research field
hinges on more consistent and dynamic methodical
approaches. The researchers use diverse household
SMP measurement strategies, from simple binary to
the share of stock in a portfolio, with inconsistent
definitions of the portfolio base and localized age limits

for the sample households.

Although the SMP share measure provides detailed
analytical opportunity, the definition of the numerator
and the base investment portfolio for SMP depends
on the justification provided by the researcher. For
instance, some researchers like Huang and Kim
(2023) noted the need to exclude stock holdings in
individual retirement accounts due to possibilities
of employer automatic enrollment and the need to
defined SMP share as the amount of a household’s
stock investment divided by the household’s total net
wealth. On the other hand, other researchers including
Wen, et al. (2023) do not highlight the qualification of
the definition of stock market participation measured
by share. Future studies should explicitly justify
their chosen measures, and efforts should be made to
develop more standardized metrics to facilitate cross-
country comparison of research findings.

4.3. Broadening Geographic and Cross-cultural Scope
The geographic distribution of household SMP research
is heavily skewed towards developed and a few
emerging economies, including China, as illustrated
in Figure 4. This distribution presents a significant
opportunity to broaden the research field’s perspective.

There is need for studies in underrepresented regions,
particularly in Africa and Latin America, which have
unique cultural and institutional contexts. Research
in these geographic areas would enhance the global
understanding of household SMP as well as allow for
cross-cultural comparisons of its drivers. Nevertheless,
this research direction requires concerted efforts to
improve data availability and accessibility in most
developing countries.

4.4. Embracing Intersectional and Sectoral Analyses
Future research on household SMP should adopt
more nuanced frameworks that reflect the complexity
of household decision-making. Moving beyond
the analyzing household SMP drivers in isolation,
research should investigate their joint effects. For
example, Kaicheng et al. (2025) explorers how
subjective literacy gap interacts with employment
status and digital literacy to shape investment behavior
of households. Similarly, Bacher’s (2024) example
investigated gender investment gap through the lens
of a structural life-cycle framework, thereby exploring
joint effects of gender and age on household SMP.
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Such intersectional analytical approaches would yield
a more comprehensive and realistic understanding of
household SMP.

Another promising research direction is to conduct
sector-specific analyses as investment decisions are
likely influence by the characteristics of specific
industries such as textiles, technology and energy.
Studying sectors with strong household presence,
such as China’s textile industry, could reveal potential
“close-to-home” investment biases and other key
sectoral dynamics (Dong, et al., 2024).

4.5. Investigating the Exit Perspective and Impacts
of Household SMP

The literature’s overwhelming focus on the entry
decision into the stock market leaves out critical
research areas. As recommended by Giannetti and
Wang (2016), it is important for research work to
consider the stock market exit perspective. Bonarparte
et al. (2025) also hinted on the twofold decision of
entering and exiting investment accounts along the
life cycle. However, a majority of the research articles
concentrate on factors influencing participation.
Understanding the factors that lead households to exit
the stock market is equally important for policy and
financial stability. Research on the life-cycle patterns
of divestment, particularly during retirement or market
downturns, is a vital and under-explored area.

This review also shows lack of dedicated research on
the impacts of household SMP. The researchers mainly
focus on the nature of the influence of the drivers on
the level of SMP with subtle extensions on individuals,
households, companies and national economy as
explained in Section 3.3. Beyond the focus on the
changes in household SMP itself, studies which
explicitly examine how stock market investments
affect impact areas such as household well-being, firm
governance through shareholder activism, and the
stability of the national economy would be a valuable
research contribution.

5. Discussion

This systematic literature review makes several
distinct contributions to the field of household SMP by
synthesizing a decade of research. Firstly, it provides
a novel and comprehensive thematic framework that
consolidates the extensive literature into a coherent

structure. By systematically mapping the drivers,

measurement strategies, outcomes, mechanisms,
and underlying theories of household SMP, this
review offers a holistic overview that moves beyond
fragmented analyses. The organizing framework
(Figure 2) serves as a valuable conceptual map for
scholars, enabling them to situate new findings within
the broader ecosystem of factors influencing SMP
and understand the interconnections between different
thematic areas.

A second significant contribution lies in the explicit
identification and synthesis of the fundamental
theories underpinning household SMP research. While
individual studies often apply specific theoretical
lenses, this review is unique in classifying and
explaining how six core theories—from Asset Pricing
and Expected Utility to Behavioral Finance and
Social Capital—collectively provide the explanatory
foundation for the observed drivers and mechanisms.
This theoretical synthesis clarifies the competing and
complementary logics that explain the "participation
puzzle," offering a more robust foundation for future
theoretical development and empirical testing.

Third, this study moves beyond a simple summary
of findings to critically expose the methodological
and geographic contours of the field. The descriptive
analysis reveals a heavy reliance on empirical studies
from a few developed and emerging economies,
primarily China and the USA, and a dominance of
localized household SMP measurement approaches. By
highlighting these patterns, the review makes a meta-
analytical contribution, clearly identifying the over-
reliance on observational data, the inconsistencies in
measuring SMP, and the significant geographic blind
spots. This critical assessment underscores the need for
greater methodological rigor and geographic diversity
to enhance the generalizability of future research.

Finally, the review makes a forward-looking
contribution by systematically deriving a detailed
agenda for future research. It transforms identified
debates and gaps into a structured set of five prioritized
directions, complete with specific research questions
(as summarized in Table 2). This agenda not only calls
for resolving core theoretical debates but also pushes
the field into new territories, such as intersectional
and sectoral analyses, the under-explored "exit"
perspective, and the broader impact of household SMP.
By providing this clear and actionable roadmap, this
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review serves as a strategic guide for shaping the next
wave of scholarly inquiry in household finance.

6. Conclusion

In the context of the financial system, household SMP
remains a key determinant of wealth accumulation,
financial stability, and economic growth. Over time,
household investment dynamics have attracted significant
research attention in financial economics. Guided by
the PRISMA framework, this systematic review has
synthesized a sample of 102 research articles from 2015 to
2025 in order to provide a comprehensive and structured
understanding of the household SMP. By mapping the
complex interplay of drivers, SMP measurement strategies,
outcomes, mechanisms and theoretical foundations,
the literature review has illuminated the multifaceted
nature of the “stock participation puzzle”. The identified
research debates, gaps and the resulting research agenda
consolidate the current state of knowledge and map a clear
path forward. Eventually, the thematic synthesis serves as
a foundational resource, aiming to inspire and guide future
research towards more nuanced, methodologically robust,
and globally inclusive investigations; thereby contributing
to both academic discourse and the development of
targeted financial policies.
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