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We examine how childhood gender socialization influences the gender gap in stock
market participation. Using sibling fixed effects to exploit within-family variation,
we find that individuals raised in more male-dominated households, where fathers
have higher income or education than mothers, are more likely to invest in stocks.
This relationship is stronger for men than for women, indicating that childhood
socialization may constrain girls to traditionally feminine tasks, limiting their
opportunities to learn about investing. We provide evidence that the primary

mechanism driving this relationship is the internalization of masculine
characteristics, rather than financial literacy or risk tolerance.

Hypotheses

e Gender roles and attitudes can be shaped by the environment (Bussey and Bandura,
1999).

 Parents are role models for children to observe, learn, and imitate (Black et al., 2017).

 Parents' modeling of gendered behaviors are predictors of children's gender-role attitudes
(Halpern and Perry-Jenkins, 2016).

* Traditional views classify business and finance as male-dominated areas (White et al.,
1989).

e HI1: Growing up in more male-dominated households, where the father has a higher
income or more education than the mother, is positively associated with equity
participation and allocation in adulthood.

 Gender differences in the socialization process (e.g., Bussey and Bandura, 1999; Hyde,
2014).

 Parents reinforce gender socialization by rewarding or discouraging behaviors that align
with gender norms.

e Gender norms tend to motivate boys to develop masculine behaviors (Leaper and
Friedman, 2007).

 Gender norms constrain girls to feminine functions (Leaper, 2005).

 H2: The positive effect of growing up in a male-dominated household on stock market
participation and allocation is stronger for men than for women.
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Data and Methodology

*» Data:

The data we used to test our hypotheses is the Panel Study of Income Dynamics

(PSID).

* Allows us to measure parental gender imbalance when sample respondents are
children (1969-1997).

* Allows observation of investment behavior as well as other demographic and
socioeconomic characteristics when those children become adults (1999-2021).

¢ Variables:

 Dependent variables:

Equity participation: equals 1 if an individual directly invests in stocks, and 0

otherwise

Equity-wealth ratio: value of equity divided by total wealth

* Independent variables (Duchin et al., 2021):

Parental income imbalance and parental education imbalance

*** Methodology:

Yit = B1Childlmbali + yControlsit + (st + 6¢c + na + Br + €it (1)

Yit = B1Childimbali +B2Femalei +B3(Femalei x Childimbali )+yControlsit+{st + Oc + na +

Of + €it (2)

= (1 + B3 gives the net effect of gender imbalance on investment behavior for women
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Equity Participation Equity-Wealth Ratio
(1) (2) (3) (1) (5) (6) (7) (8)
Childimbal{Inc) 0.0371%** 0.0513%** 0.0200%** 0.0276%**
(0.0086) (0.0103) (0.0065) (0.0066)
Childlmbal{ Inc ) x Female 00350 ** -0.0206*
(0.0124) (0.0109)
Childlmbal{ Edu) 0.0390*** 00409+ 0.0300** 0.0275**
(0.0151) (0.0152) (0.0121) (0.0129)
Childlmbal{ Edu ) x Female 0.0182** 0.0202*%*
(0.0092) (0.0101)
High school 0.0350*** 0.0179 0.0361*** 00186 0.0272 0.0061 0.0285 0.0059
(0.0121) (0.0143) (0.0121) (0.0112) (0.0212) (0.0262) (0.0213) (0.0258)
College 0.0442%** OLMS9***  0.M23***  (LOM89*** 0.0037 0.0071 0.0054 0.0082
(0.0105) (0.0113) (0.0101) (0.0113) (0.0156) (0.0173) (0.0155) (0.0171)
Married 0.M74%** 0.47T2%* 0.0470** 0.MM76%** D73 0.0385%* -0D.MA75%** 0.0391**
(0.0070) (0.0078) (0.0070) (0.0078) (0.0148) (0.0158) (0.0148) (0.0157)
Family size 0.0171%*F 00132 00171 001347 0.0134*° 0.0128* 0.0132%* -0.0125*
(0.0033) (0.0038) (0.0033) (0.0038) (0.0062) (0.0067) (0.0062) (0.0068)
Female -0.0115 0.0125 0.0141 0.0118 .0323** 0.0226 0.0293** 0.0217
(0.0093) (0.0105) (0.0091) (0.0105) (0.0118) (0.0139) (0.0146) (0.0136)
White 005745 (00613 00582  (L06G20*** 0.0481 0.0893** 0.0196 0.0901**
(0.0143) (0.0174) (0.0113) (0.0174) (0.0352) (0.01414) (0.03541) (0.0415)
Black 0.0 00430 001 _0.0422%* 0.0023 0.0151 0.0039 0.0453
(0.0157) (0.0192) (0.0156) (0.0192) (0.0139) (0.0531) (0.0440) (0.0533)
Log( Income) 0.0250%**  0.0238*** 00247 00237 0.0077 0.0065 0.0078 -0.0071
(0.0031) (0.0035) (0.0031) (0.0035) (0.0050) (0.0051) (0.0050) (0.0051)
Log{ Wealth) 0.0936*** 00918 00934 00917
(0.0026) (0.0029) (0.0026) (0.0029)
State-Year hixed elfects Yes Yes Yes Yes Yes Yes Yes Yes
Age lixed ellfects Yes Yes Yes Yes Yes Yes Yes Yes
Cobhort lixed ellects Yes Yes Yes Yes Yes Yes Yes Yes
Sibling lixed ellects Yes Yes Yes Yes Yes Yes Yes Yes
Observations 23,911 29 752 23911 20752 6,797 6040 6,797 6,040
R-squared 0.3831 0.3977 03846 0_3980 0.4691 0.4813 0.4697 0.1820
» Red rectangles represent the results for H1; Green rectangles represent the results for H2.

* In this section, we examine several potential mechanisms that may underlie the effect of growing up in a
male-dominated household on adult investment behavior, such as financial literacy and risk tolerance. In
addition, we test whether learned masculine characteristics may drive our findings.

Panel A: Financinl Literacy

Panel B: Risk Tolerance

Equity-wenlth Ratio

E y Particiy Equity-wealth Ratio
Full Sample Men Wamen Whaole Men Women = " = : .
0 P (2 (1) (5 i) Full Sample Men Women Whole Men Women
(1 2) (3) 1) 5) (6)
Direct Path Direct Poth
Path{Childimbal{Inc) — Equity) D.05TO™** 00720 0.0167 T — G R e a AOA N o A
(0L0185) (0.0210) (0.0249) [0.0095) (00117} (00188 Path{Childlmbal(lnc) — Equity) U"t:'”tiq ”~‘»:‘“3’1‘“ 3(:1"}: “:J,J.),:.. 0 :j«i'll-!m‘ :)Il::'ji
Path{ChildImbal{Edu) —+ Equity) 0.0404%* 0.0621** 0.0251 0.0332%* 0.0304** 00046 Path(Childlmbal(Edu) — Equity) 0 .'u.la-;vi .;‘.L.%.J;-t :;(:4.“..1.1 u‘.}};tmi»-i u'uﬁ{';r"}' (|V|-|ln;::'
(DLF216) (D234 ) (00385 (0.00:35) (00 40y {0, 02600 (0.0244) (0.0277) (0.0219) (0.0140) (0,0139) (0.0238)
Mediated Path: Mediated Path- ‘
(Path(( hildimbal(lac) — FinLit) .“ o e e . e -1L.0207 ) {,‘ Vlj;nl h{Childlmbal(Inc) — RiskTol) 0.0048 -0.0212 0.0679 -0.0566 -0.0846 0.0690
(0.0587) (0. 0664 (0.0652) [0.0358) (0.0362) (0.0362 (0.0563) (0.0629) (0.0591) {0.0590) (0.0572) {0.0750)
Path(Childimbal(Edu) — Finlit) 00521 -(-00s9 00724 0,064 o072 0.1725° Path(Childlmbal (Edu) - RiskTol) 0.0496 0.0108 0.0876 -0.0000* -0.0828 0.0148
(0.0544) ELRE (0. 0653 ) (0, D34 W2 ) { il ( n 07T (0.0743) 3 (0.05453) (0.0779)
Path{FinLit(Inc)— Eouity) 0,00 0,272 00438 0,050 LIRS 0 0RET Path({RiskTol(Inc)~+ Equity) 0.0105 00220 000 14 0008 1 0.0045 0.0105
{LO111) [ OLR264) {020 ) (00174 ) (=00 0180} (=0 R274) ( 1 165 0.0174) ( 1) { 25 (0.0178)
Path{FinLit(Edu) — Equity LR 0 fatd -Lh ] OO0 =001 B =1 (28 10,0007 Path{RiskTol(Edu)-+ Equity 0.0131 0.0201 0.0053  0.000 - 0.0144 0.0019
s { 0.0120) {0,036] [0.0200) {9,0155) {0.0205) (0036 . (0.0133) (0.0177) (0.0180) (0.0201) (0.0300)  (0.0238)
Total Indirect .F._I'ir-e cl ':x ][]_43 Total Indirect i:!_fu tix 10 I:l
Path{Childimbal(Inc)—FinLit) Path(FinLit—Equity) 0.1797 L7754 4.3800 L BOGNO 1. 2000 L. 7000 Path(Childlmbal(Inc)—+RiskTol) x Path(RiskTol—+Equity) 0.5040 45548 0.9506 1.3400 -3.8070 7.0000
(66510 ) (2, 20001 [ 25 G600 (5. 6555) {6, 0000 (7,000 (5.9400 ) (148228 )  ( 1.8435) (7.0000 ) (21.0000)  (14.0000
Path{Childimbal{ Edu}—FinLit) % Path{FinLit— Equity] 0, 7062 06370 T.16T6 12, 5006 200400 1, 2000 Path{ Childlmbal( Edu)—RiskTol) x Path{ RiskTol—Equity) 6.4976 21708 46428 110000 1,1900 3.0000
{4.341) (-1.8500)  (-15.8600)  (L7.7506) (240000 )  (6.0000 (¢ 15,734 16.2523 162523 )  (26.00K (4.000)
Controls and fixed effects Yes Yes Yes Yes Yes Vs Controls and fixed effects Yes Yes Yes Yes Yes Yes
Ohservations 8,852 8,852 8,862 2,308 2,308 2,308 Observations 8,852 8,852 8,852 2,398 2,398 2,308

Panel C: Masculine Characteristics

Equity Participation Equity-Wealth Ratio

Full Sample Men Women Full Sample Men Women
(1) (2) (3) (4) (5) (6)
Derect Palh:
Path(Childimbal(Inc) — Equity) 0.475*** 0.0652%** 0,0115 0,0195* 0.0434*** 0.0126
(0.0174) (0,0205) (0,0248) (0,0114) (L0161) (0,0175)
Path{Childimbal(Exiu) — Equity) 0.0557** 0.06559** 00214 0.0382%* 0.0324* 0.0053
(1.0226) (0.0256) (0,0259) (0.0150) (0.0170) (0,0265)

Meodiated Paih:
{ Path(Childlmbal(Inc) —+ Masc)

(.2G21%** .2033%%*  ()axg1*** (L45TR*** (.3584°"*

{.4801°%**

(0.0734) (0.0746) (0,08%1) (0.1330) (0.1376) (0.1493)
Path(Childimbal(Edu) —+ Masc) 0.1936** 0.1966*" (.05944 (.2479** (0.2749%** -0.094%**
(0.0050) (0.0053) (0.1210) (.1087) (0.0065) (0.0194)
Path(Masc({Inc)— Equity) 0.0324** 0 .0539**~ (.06 0.0200* 0.0348" -(.0224
(0.0137) (0.0150) (0.0174) (0.0121) (0.0180) (0.0243)
Path(Masc{Edu)— Equity 0.0451%~* 0.0638%** 0.0209 0.0252* 0.0264* 0.0114
N - (0.0172) (0.0236) (0.0170) {0.0142) (0.0160) (0.0237)
Total Indirect Effect:
Path(ChildImbal(Inc)—Masc) x Path{Masc— Equity) 0.0005** 0.0158** 0.0013 0.0092 0.0167 -0.0080
(0.0046) (0.0078) (0.0050) (0.0069 ) (0.0099) (0.0093)
Path(Childimbal(Edu)— Masc)x Path(Masc— Equity) 0.0087* 0.0125% 0.0020 0.0062 0.0073 -0.0010
(0,0052) (0,0074) (0,0030) (0.0044) (0.0051) (0,0017)
Controls and fixed offocts Yeos Yos Yos Yes Yos Yos
Observalions % ¥ N 532 N K32 2,308 2,395 2,308

» We find that childhood gender imbalance is significantly related only to learned masculine characteristics, which, in turn,
Impacts men's and women's equity participation and allocation to different degrees.

Contributions

* |n addition to financial literacy and risk tolerance, we provide a novel explanation
for the gender gap in stock market participation: the difference in learned
masculine characteristics.

* We provide evidence that gender socialization influences children's stock market
participation later in life, highlighting the impact of family gender role attitudes
on children's financial behaviors.
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