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The Impact of Financial Literacy Confidence Bias on Household Stock Market Participation
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Abstract: Based on a review of previous research and relevant theoretical content, this study empirically investigates the
issue using CHFS survey data. The paper characterizes household stock market participation from two dimensions: extensive
margin and intensive margin. The core variables of financial literacy overconfidence and financial literacy underconfidence
are constructed using the residuals between subjective and objective financial literacy. Probit and Tobit models are employed
to empirically examine the impacts of financial literacy overconfidence and underconfidence on household stock market
participation. Robustness checks are conducted by changing the regression samples. The findings reveal that financial literacy
overconfidence promotes household stock market participation, while financial literacy underconfidence hinders it.
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