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Abstract

I exploit the inflation, unemployment and interest rate expectations questions of
the Michigan Survey of Consumers to measure economic and financial literacy in a
population of U.S. households. I measure economic literacy for 500 households on a
monthly basis for forty years. To examine the suitability of this measure, I show that
it has many of the conventional properties of other financial literacy measures. It is
positively correlated with education, income, age, being male and being married. It
is also associated with investing in the stock market and one’s stock market portfolio
value controlling for demographic characteristics. As this measure is available for forty
years, and investment variables are available for twenty years, these data are unique.
Specifically, they represent an exploitable database where natural experiments can be
used to establish the casual link between policy and financial literacy and and financial
literacy and investing.
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1 Introduction

The average consumer must make complicated financial decisions on a regular basis. For
example, she may struggle with determining how much to save, which credit card to use,
how to finance a large purchase, how to choose a mortgage, how to take advantage tax
advantage retirement saving accounts and how to allocate saving across the various available
risky assets. How she makes these decisions, and particularly if she makes the correct
decisions, can have large implications for consumer welfare. As a result, there is tremendous
policy interest in how consumers make financial decisions and potential program that can
aid consumers in making better financial decisions (see, for example, Braunstein and Welch,
2002; Lusardi, 2008).

The literature has identified financial knowledge or literacy as a key factor in financial
decision making. So much so that a strong case has been made that investing in financial
literacy should be a primary concern of any policy maker who wishes to improve the financial
decisions of her constituents. For example, Lusardi et al. (2010) document alarmingly low
levels of financial literacy among the young and Calvet et al. (2009) show that higher finan-
cial sophistication lowers the probability of making investment mistakes. In a similar vein
Allgood and Walstad (2016) show that both actual and perceived financial literacy corre-
lates positively with desired financial behavior and Deuflhard et al. (2018) provide evidence
that those who score higher on a financial literacy test choose higher interest rate savings
accounts. The ability of policy to impact financial literacy is considered by Bernheim et al.
(2001) who look at high school financial literacy mandates and Bernheim and Garrett (2003)
who look at workplace financial education and find beneficial effects on savings. Many ad-
ditional papers make the case for policy interventions aimed at improving financial literacy,
see for example Lusardi and Mitchell (2014) and Lusardi (2015) and the references within.

However much recent work has questioned the strength of evidence for casual links in
this literature. Specifically, does increased financial education cause better financial literacy
(particularly over long horizons) and does increased financial literacy have a casual effect
on the quality of financial decisions? Hastings et al. (2013) in reviewing the literature ask
what evidence there is that financial education increases financial literacy and concluded
that the evidence is limited and not always encouraging. This point is also forcefully made
by Cole et al. (2016) who, by using within state variation, find no evidence that financial
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literacy mandates improve savings and Cole et al. (2014) who document a casual relationship
between savings and education using variation in state schooling laws. However, their data
does not include a measure of financial literacy and they are therefore unable to examine
a casual link between education and literacy. Similarly, Mandell and Klein (2009) find no
difference in outcomes for those who take a financial literacy course and a matched control
group.

A major hurdle in resolving this tension is the lack of a data set which contains financial
literacy measures and financial outcome measures and is also available over a long time
period. This paper argues that the University of Michigan survey of consumer can be one
such data set. For more than forty years the survey has been collecting data on consumer
expectations for inflation, unemployment and interest rates. In addition, data on stock
market participation and average value of stock market assets is available for the past twenty
years. With care it is possible to create a literacy measure from the data on consumer
expectations and then relate it to financial outcomes like stock market participation and the
value of investments. The data also contain various demographic variables that can be used
as controls and also to validate the measure of financial literacy.

We measure literacy using the difference between the consumer’s expectation and the ex-
pectation of professional forecasters taken from the survey of professional forecasters. This
paper considers four different literacy measures. The first is the absolute value of the differ-
ence between consumer’s inflation expectations and the median expectation from the survey
of professional forecasters. The next three measures relate to more qualitative expectations.
The Survey of Consumers elicits from respondents their expectations about inflation, un-
employment and interest rates, specifically if they believe these quantities will rise, fall or
stay the same over the next year. For each variable the agents are asked about, we assign a
literacy measure to the individual, equal to the fraction of professional forecasters that agree
with her.

To assess the suitability of these four measures for capturing financial literacy, I examine
the properties of these measures in relation to tests commonly found in the financial literacy
literature. We first use summary statistics to document a low level of financial literacy in the
US population. The average difference in inflation expectations between US households and
US professional forecasters is 3.3 percentage points. The typical US household has only a
40% chance of being in agreement with a randomly chosen professional forecasters. Finally,
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on average about 5% of households have inflation expectations more than 10 percentage
points from the median professional forecaster. Next, we show that demographic variables
have the usual correlation with the literacy measures. High income individuals exhibit
higher financial literacy as do older household for the most part. Similarly, more educated
individuals are more literate as are married individuals and males. Next, controlling for
demographic characteristics, we examine the correlation of the literacy measures with the
probability of being invested in the stock market. We show that those who make an extreme
inflation error are 7% less likely to hold stocks. Similarly, those who make larger inflation
forecasting errors, or unemployment or interest rate errors, are less likely to be invested in
the stock market. Finally, we are able to show that those who are measured as more literate
have more investment assets conditional on having some level of investment assets. For
example, being on average 1 percentage point from professional forecasters in one’s inflation
expectations is associated with a $3,300 fall in stock investment value.

While, to the best of my knowledge, this is the first paper to relate financial literacy
to stock market participation over decades within the same data set. It is not the first
paper to examine stock market participation and financial literacy. Yoong (2011) shows
that financial literacy correlates with stock market participation in a cross section of the
RAND American Life Panel and Van Rooij et al. (2011) demonstrate a similar results using
highly detailed data from the Netherlands. In related work, Von Gaudecker (2015) argues
that financial illiteracy relates to under-diversification, Brown et al. (2018) relate low stock
market participation to low financial literacy among other covariates, and Arrondel et al.
(2015) document a relationship between financial literacy and stockholding in France. My
approach is unique in that I measure literacy and stock market participation on a monthly
basis for a period of twenty years.

While a few papers have used to Michigan survey to conduct their own study of financial
literacy and financial behavior, these papers do not use the survey data directly and do not
study long time periods. For example, Hogarth and Hilgert (2002), Hilgert et al. (2003),
and Kimball and Shumway (2010) and financial literacy questions into a few months of the
survey and document correlations between financial literacy and good economic behaviors,
e.g. savings, stock market participation, and increased diversification of investments.

Finally this paper relates to the large literature that uses the Michigan survey to examine
consumer expectations. Among these papers are: Souleles (2004) and Tortorice (2012) who
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document substantial expectational errors that are correlated with demographic variables
and Das et al. (2019) who document that pessimism in expectations is correlated with
demographic variables. The current paper differs in using expectational errors to measure
literacy and to relate that to stock market participation.

The rest of the paper proceeds as follows. Section 2 explain the data used in the paper
and the literacy measures I construct. Section 3 document the low levels of literacy in the
population and the correlation between literacy and stock market investing over a period of
twenty years. Section 4 concludes.

2 Data

2.1 Michigan Survey of Consumers

Data on agent’s predictions for inflation, unemployment along with their demographic char-
acteristics and financial investment information come from the Survey of Consumers con-
ducted by the Michigan Survey Research Center.1 The survey is an ongoing, monthly survey
that began in 1978. It is a nationally representative survey sampling around 500 consumers
per month.

While the survey asks a variety of questions. For this paper we use data on consumer ex-
pectations, demographic characteristics and investment. To measure inflation expectations,
the survey asks the following two questions. The first, which we call the inflation qualitative
questions is: “During the next 12 months, do you think that prices in general will go up, or
go down, or stay where they are now? ” Agents can answer go up, go up at the same rate,
same or go down. The second questions, which we call the inflation quantitative questions
is: “By about what percent do you expect prices to go (up/down) on the average, during the
next 12 months? ” Agents respond with a number which is top coded at 95%

To measure unemployment and interest rate expectations the survey uses the following
questions. For unemployment the survey asks: “How about people out of work during the
coming 12 months --do you think that there will be more unemployment than now, about the
same, or less? ” Agents can answer more unemployment, about the same or less unemploy-
ment. For interest rates: “No one can say for sure, but what do you think will happen to

1Data are available at: https://data.sca.isr.umich.edu/

5



interest rates for borrowing money during the next 12 months--will they go up, stay the same,
or go down? ” Agent’s can answer: go up, stay the same, or go down. For all expectations
questions the agents can also answer don’t know or the data can be missing. But these
responses are rare.

To measure investment activity the survey asks two questions. The first, about stock
market participation is: “The next questions are about investments in the stock market. First,
do you (or any member of your family living there) have any investments in the stock market,
including any publicly traded stock that is directly owned, stocks in mutual funds, stocks
in any of your retirement accounts, including 401(K)s, IRAs, or Keogh accounts? ” The
second, about the value of stock market investments is: “Considering all of your(family’s)
investments in the stock market, overall about how much would your investments be worth
today? ”

While the expectations data begin in 1978, the investments data begin later. These
questions were asked continually only since 1997.

2.2 Survey of Professional Forecasters

To measure literacy, I will compare household forecasts to professional forecasts. Professional
forecast data comes from the Survey of Professional Forecasters (SPF) which is conducted
by the Federal Reserve Bank of Philadelphia. More detail is available from the SPF website,
however I will give a brief overview here.2

In this survey professional forecasters are asked to forecast several key macroeconomic
variables. In general they are asked to give a forecast for the current quarter and then
forecasts 1,2,3 and 4 months ahead. For this paper, I exploit forecasts for the consumer
price index (CPI), unemployment rate, the inerest rate on the 3-month Treasury bill, and
the yield on the 10 year treasury bond.

For CPI inflation , forecasters are asked to give predictions: “for the headline CPI inflation
rate. Seasonally adjusted, annual rate, percentage points. Quarterly forecasts are annualized
quarter-overquarter percent changes of the quarterly average price index level. The quarterly
price index level is the quarterly average of the underlying monthly price index levels.” For
the unemployment rate forecasters are asked for: “the quarterly average and annual average

2Data are available at: https://www.philadelphiafed.org/research-and-data/real-time-center/survey-of-
professional-forecasters
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unemployment rate. Seasonally adjusted, percentage points. Quarterly forecasts are for the
quarterly average of the underlying monthly levels.” For the T-bill forecast the forecasters
are asked for: “the quarterly average ... three-month Treasury bill rate. Percentage points.
Quarterly forecasts are for the quarterly average of the underlying daily levels.” And for the
10-year bond, they are asked for, “ the quarterly average ... 10-year Treasury bond rate.
Percentage points. Quarterly forecasts are for the quarterly average of the underlying daily
levels.”

2.3 Literacy Measures

This paper uses four measures of expectations to measure the agent’s degree of economic
literacy. The methodology is based on the assumption that more economically literate indi-
viduals will do a better job forecasting key economic variables like inflation, unemployment
and interest rates due to their better understanding of these concepts. However since forecast
errors can come from both poor forecasting and unpredictable movements in the foretasted
variable I measure the difference between the agent’s expectation and the expectations of
professional forecasters from the Survey of Professional Forecasters.

For inflation I exploit the price expectations variable πei,t : “By about what percent do
you expect prices to go (up/down) on the average during the next 12 months?.” I calculate a
measure of economic literacy as minus the absolute value of the difference between the agent’s
forecast and the median inflation forecast from the Survey of Professional Forecasters3. I
use minus so that a higher literacy score corresponds to better forecasting.

Lπi,t = −
∣∣πSPFi,t − πei,t

∣∣ . (1)

Next I calculate a binary literacy measure that indicates agent’s who make a large infla-
3The Survey of Professional forecasters is conducted on a quarterly basis. The survey report the inflation

(CPI) forecast from the previous quarter to three quarters ahead, πt−1→t+3and from the current quarter
to four quarters ahead, πt→t+4. To match up these forecasts with the monthly Michigan forecasts I assign
πt−1→t+3 to the first month of the quarter, πt→t+4 to the last month of the quarter, and the geometric
average of these two measures to the second month of the quarter.
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tion forecast error. This measure is given by

Lexti,t =

1 if
∣∣πSPFi,t − πei,t

∣∣ ≥ T

0 otherwise
(2)

T is some threshold value determining an extreme error. In the baseline results I use
T=10%.

Next, I use the qualitative expectations unemployment and interest rates to calculate
additional measures of economic literacy. Recall that these questions are worded along the
lines of – during the next 12 months, do you think that unemployment/interest rates will
go up, or go down, or stay the same. Letting xei,t represent the response of the agent,
and letting fSPFt (j) be the fraction of professional forecasters who give a specific response
j = {up, down, same}, I define the literacy measures as:4

Lji,t =


fSPFt (up) if xei,t = up

fSPFt (same) if xei,t = same

fSPFt (down) if xei,t = down

(3)

wherej = u for unemployment and j = r for interest rates.
With this measure, the agent’s literacy measure is the fraction of professional forecasters

who agree with her opinion. It can range from , for example in the case where the agent
says up and 100% of forecasters say up, to zero for example in the case where the agent says
down and 100% of forecasters say up.

Several papers, support the idea that expectation accuracy can proxy for financial or
economic literacy. Bruine de Bruin et al. (2010) document a correlation between expectations
and financial literacy based on question they inserted into a cross section of the RAND
American Life Panel. Burke and Manz (2014) show that more economically literate agents
forecast inflation better in an experiment. Das et al. (2019) find a positive correlation
between socioeconomic status and the ability to forecast macroeconomic variables. This

4Since the professional forecasters give quantitative forecast I must define a threshold which represent
up and down. I use a threshold of 0.3 in my baseline results. Second, since the Michigan question does not
specify which interest rate measure I use the 3 month T-bill forecast until 1992 when 10 year Treasury bond
forecasts begin.
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paper builds on these insights to construct a long time series of financial and economic
literacy in the population.

3 Results

3.1 Summary Statistics

Table 1 reports summary statistics for the data. Across the sample, 60% have some level of
investment assets. Of those who have investment assets, the average investment amount is
$281,000 and the median amount is $98,000.5 The average age in the sample is 47, 60% of
respondents are male, and 46% are married. The average level of education is 13.5 years. I
then break up the sample into three evenly spaced 7 year periods: 1997-2003, 2004-10 and
2011-17. The fraction invested has risen over this time period from 51% in the first period to
64% in the last period. The amount invested has increased as well by about 40%. Average
age and education, and the fraction male and the fraction married have all increased slightly
over time.

Turning to the literary measures about 5% of the sample has an inflation expectation that
is more than 10% from the median SPF value. The average forecast error is 3.3%. Concerning
unemployment expectations, average agreement with the SPF is 43% for unemployment
expectations and 39% for interest rate expectations. Unlike the financial outcome variables,
the literacy measures tend to be fairly stable across the seven year periods.

Next I plot some of the key variables over time.6 The fraction with investment assets
increased from about 40% in 1997 to 65% in 2004 and has been roughly stable since. The
average investment amount has increased by about 40% from 1997 to 2017 though there is
noticeable variation due to stock market performance. Median investment amounts – though
about 40% of the average – follow a similar pattern to the average investment amounts. The
investment to income ratio also rose over this time period from about 0.7 to 1.7.

Next I plot the literacy measures over time. On average about 5% of the population
makes an extreme inflation forecast error. But this measure peaked at 10% in the summer
of 2008 (most likely due to rising gas prices) and trended down to only 2% post the Great

5All monetary values in this paper are deflated using the CPI and expressed as constant 2016 dollars.
6I smooth variable using a 1 year moving average centered around the current date to mitigate the month

to month variation due to survey error.
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Recession. Average inflation forecast errors are about 3%, however they climbed to 4.5% in
the summer of 2008. Roughly about 40% of the Michigan sample agrees with professional
forecasters concerning unemployment forecasts. But Michigan respondents do comparatively
worse in recessions. There has been an increase in the interest rate literacy measure from
about 30% in 1997 to 50% in 2017. Interestingly, there was a high degree of agreement with
professional forecasters around 2006 with over 60% agreement.

3.2 Regression Results

To examine the determinants of economic literacy I run the following regression

Lji,t = α + β′Xi,t + γt + εi,t (4)

here Lji,t is a measure of economic literacy described in section 2.3, Xi,t is a vector of demo-
graphic characteristics such as: income, age, marital status, education and gender, and γt is
a time (by year month) fixed effect.

The results from the regression are in table 2. Additional income is associated with a
lower probability of making an extreme inflation error, though the effect is small. A $10,000
increase in income leads to a 0.1 percentage point decrease in the probability of making
an extreme inflation forecast. Ten more years of age lowers the probability of making an
extreme error 0.3 percentrage points. Married individuals are about 1 percentage point less
likely to make an extreme error and one more year of education lowers your probability of
making an extreme error by 1 percentage point as well. Men are less likely to make an
extreme inflation forecast. In terms of the quantitative inflation forecasts a $10,000 increase
in income lowers forecast error by 0.03 percentage points.7 Ten more years of age also lowers
forecast errors by 0.03 percentage points. Being married is associated with a 0.2 percentage
point decrease in the forecast error and being male is associated with a 0.8 decrease in
the forecast error. Education lowers forecast errors. One more year of education leads to
a 0.2 percentage point fall in the inflation forecast error. Next, turning our attention to
the unemployment literacy measure. Income increases the probability of agreeing with the
professional forecasters and age lowers this probability but the effect is small. Being married
gives you a 0.7 percentage pointe higher change of agreeing with the professional forecasters.

7Recall the forecast error is defined as −
∣∣πSPF

i,t − πe
i,t

∣∣so a positive coefficient means a smaller error.
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An additional year of education leads to a 0.5 percentage point increase in the chances of
agreeing with a professional forecaster. The coefficient on gender is not significant. The
results for the interest rate literacy variable are roughly the same with two exceptions. Age
now has a positive effect as does the effect of being male.

Next to examine the relationship between the economic literacy measures and investing
I run the following regression:

Ii,t = α + δLji,t + β′Xi,t + γt + εi,t. (5)

where Ii,t is an indicator variable for having investment assets. As before, Lji,t is a measure
of economic literacy, Xi,t is a vector of demographic characteristics and γt is a time (by year
month) fixed effect. The results are in table 3.

First, the demographic variables have the signs one would expect. Increased income is
associated with increased probability of financial market participation and is increased age.
Being married increases the probability of having investment assets as does education and
being male. Next, I add in the extreme inflation forecast literacy measure. Those that make
an extreme inflation error are 7 percentage points less likely to have investment assets. This
effect extends to the more quantitative measure of inflation literacy. A 1 percentage point
increase in an inflation forecast error leads to a 1 percentage point lower probability of being
invested in the stock market. These results are consistent when using the unemployment and
interest rate literacy measures. A 10% increase in agreement with the professional forecasters
is associated with a 0.4 percentage point increase in the probability of having investment
assets. A similar increase in interest rate literacy leads to a 0.2 percentage point increase in
the likelihood of having investment assets.

Finally, in table 4, I repeat the previous regression but replace the outcome variable
Ii,t with the amount of investment assets the respondent has. (Results are restricted to
those who have investment assets.) Again, the demographic variables have the signs one
would expect. Increased income is associated with a larger value of investment assets and
is increased age. More education increases the value of investment assets as being male.
Being married lowers the value of investment assets perhaps because assets are divided with
a spouse. Making an extreme inflation error is associated with a lower investment balance,
though the effect is not significant. A 1 percentage point increase in an inflation expectations
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error is associated with a $4,000 fall in investment assets. Similarly a 10 percentage point
increase in unemployment agreement leads to $2,000 increase in investment balances. The
effect is roughly the same for interest rate literacy.

4 Conclusion

There is tremendous policy interest in promoting good financial decisions among consumers.
Giving the complexity of financial decisions that consumers face and the low levels of sav-
ings in the US, successfully policy program can substantially improve welfare. There is a
large literature documenting a strong relationship between financial literacy and desirable
financial outcomes like saving, planning for retirement, and diversifying investment choices.
However, establishing a casual link between policy and financial literacy and financial liter-
acy and desirable outcomes has proven challenging. Moreover, papers that use randomized
experiments, instrumental variables or natural experiments to attempt to establish causal
links have found mixed results.

In this paper I argue that one impediment to the establishment of casual mechanisms
is the lack of a data set with a consistent measure of financial literacy, that is observed at
a high frequency, for a substantial period of time. Additionally, we have shown that the
Michigan Survey of Consumers can be one such data set. The data are monthly, nation-
ally representative and span over forty years. Along with a large number of demographic
characteristics, the data contain respondent answers to questions on inflation expectations,
unemployment and interest rates which can be used to assess subject’s levels of financial and
economic literacy. Moreover, the last twenty years have included questions on stock market
participation and the value of stocks owned by respondents.

I first constructed four literacy measures. The first was an indicator for making a large
error in one’s inflation expectations, being more than 10 percentage points from the median
professional forecaster expectation. The second was the absolute value of the difference
between the respondent’s inflation forecast and that of professional forecasters. The third
was the number of professional forecasters that agreed with the respondent’s assessment for
the direction of the unemployment change. The fourth was the same measure but for the
interest rate change.

I then showed that this measure of literacy had similar properties of other financial
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literacy in the literature. It was positively correlated with education and age. Additionally,
men and higher income individuals had better literacy. It also correlated with investing in
a similar way. More highly literate individuals were more likely to invest in stocks and had
higher investment account balances.

Future work could proceed in two ways. One task for future work would be to obtain the
supplementary data from the few cross sections of the Survey of Consumers where researchers
have inserted financial literacy questions into the cross section. I could then examine the
correlation between those literacy measures and the literacy measures used in this paper
that can span the whole Survey of Consumers sample. Another task for future work would
be to examine a natural experiment in this data to establish causal link between policy and
financial literacy and financial literacy and outcomes.
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Table 1: Summary Statistics

Full Sample Mean Median 1997-2003 2004-2010 2011-2017
Fraction Invested 0.61 1.00 0.51 0.66 0.64
Amt. Invested (Thousands) 281 98 246 252 343
Age 47 45 47 53 54
Fraction Married 0.59 1.00 0.58 0.60 0.61
Highest Grade Comp. 13.5 14.0 13.7 14.0 14.4
Male 0.46 0.00 0.45 0.44 0.53
Fraction Make Extreme Inf. Error 0.05 0.00 0.03 0.05 0.04
Inflation FE (Negative) -3.3 -2.1 -2.5 -3.1 -2.7
Frac Unemp. Change Agree SPF 0.43 0.43 0.46 0.45 0.39
Frac Int. Rate Change Agree SPF 0.39 0.38 0.36 0.45 0.49

Note: This table gives summary statistics for the Michigan Survey of Consumers Data and economic
literacy measures calculated from the data. Monetary amounts are in constant 2016 dollars

17



Table 2: Determinates of Economics Literacy
(1) (2) (3) (4)

Extreme Inf. Error Inf. Forecast Error Unemp.Lit. Int. Rate Lit.
Income (Thousands) -8.22e-05*** 0.00276*** 0.000105*** 3.49e-05***

(6.63e-06) (0.000125) (1.10e-05) (7.37e-06)
Age -0.000277*** 0.00373*** -0.000227*** 0.000263***

(3.17e-05) (0.000641) (3.85e-05) (2.75e-05)
Married -0.00696*** 0.237*** 0.00667*** 0.00483***

(0.00106) (0.0214) (0.00134) (0.000941)
Highest Grade Comp. -0.00617*** 0.196*** 0.00512*** 0.000576***

(0.000232) (0.00501) (0.000268) (0.000191)
Male -0.0266*** 0.773*** -0.000825 0.00209**

(0.000960) (0.0190) (0.00127) (0.000899)
Constant 0.171*** -6.852*** 0.358*** 0.364***

(0.00386) (0.0830) (0.00430) (0.00308)

Observations 196,297 196,297 243,316 208,387
R-squared 0.027 0.068 0.081 0.190

Note: This table regresses economic literacy mesures on individuals demographic charecteristics.
Robust standard errors in parentheses. All regressions include time (month by year) fixed effects.
*** p<0.01, ** p<0.05, * p<0.1
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Table 3: Literacy and Stock Market Participation
(1) (2) (3) (4) (5)

Invested Invested Invested Invested Invested
Extreme Inf. Error -0.0731***

(0.00754)
Inf. Forecast Error 0.00902***

(0.000455)
Unemp Lit. 0.0429***

(0.00422)
Int. Rate Lit. 0.0192***

(0.00608)
Income (Thousands) 0.00145*** 0.00137*** 0.00135*** 0.00144*** 0.00144***

(2.13e-05) (2.14e-05) (2.13e-05) (2.13e-05) (2.14e-05)
Age 0.000989*** 0.00109*** 0.00109*** 0.00103*** 0.00103***

(8.28e-05) (8.85e-05) (8.83e-05) (8.33e-05) (8.38e-05)
Married 0.115*** 0.114*** 0.113*** 0.115*** 0.114***

(0.00293) (0.00308) (0.00308) (0.00294) (0.00295)
Highest Grade Comp. 0.0548*** 0.0530*** 0.0521*** 0.0546*** 0.0549***

(0.000575) (0.000639) (0.000641) (0.000581) (0.000584)
Male 0.0226*** 0.0144*** 0.0108*** 0.0231*** 0.0222***

(0.00264) (0.00276) (0.00277) (0.00265) (0.00266)
Constant -0.403*** -0.358*** -0.318*** -0.420*** -0.412***

(0.00913) (0.0102) (0.0104) (0.00930) (0.00953)

Observations 108,169 97,849 97,849 107,242 106,542
R-squared 0.228 0.213 0.216 0.228 0.226

Note: This table regresses economic literacy mesures on a binary variable for having investment
assets. Robust standard errors in parentheses. All regressions include time (month by year) fixed
effects. *** p<0.01, ** p<0.05, * p<0.1
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Table 4: Literacy and the Value of Investment Assets
(1) (2) (3) (4) (5)

Amt. Inv. Amt. Inv. Amt. Inv. Amt. Inv. Amt. Inv.
Extreme Inf. Error -16,380

(16,168)
Inf. Forecast Error 4,010***

(918.0)
Unemp Lit. 20,301**

(8,172)
Int. Rate Lit. 20,505*

(11,900)
Income (Thousands) 3,634*** 3,646*** 3,640*** 3,619*** 3,625***

(117.1) (120.1) (120.2) (117.0) (117.5)
Age 10,120*** 10,326*** 10,327*** 10,122*** 10,165***

(217.0) (226.6) (226.6) (218.1) (219.3)
Married -55,239*** -56,449*** -56,682*** -54,696*** -55,661***

(6,187) (6,408) (6,405) (6,195) (6,230)
Highest Grade Comp. 12,998*** 13,180*** 12,754*** 12,979*** 13,058***

(1,463) (1,531) (1,534) (1,469) (1,472)
Male 48,948*** 48,447*** 46,629*** 48,085*** 48,454***

(4,964) (5,106) (5,127) (4,975) (4,998)
Constant -807,087*** -819,230*** -801,599*** -814,343*** -817,632***

(21,875) (22,954) (23,389) (22,273) (22,562)

Observations 56,819 53,802 53,802 56,525 56,354
R-squared 0.232 0.232 0.232 0.231 0.231

Note: This table regresses economic literacy mesures on value of investment assets. Robust standard
errors in parentheses. All regressions include time (month by year) fixed effects. *** p<0.01, **
p<0.05, * p<0.1
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Figure 1: Stock Market Participation and Assets Over Time
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Figure 2: Economic Literacy Measures
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