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This video video discusses the concept of "total products," a type of financial instrument
characterized by a fixed maturity and linked to underlying assets such as funds, stocks, or indices.
These products offer capital guarantees and potential participation in the performance of these
assets, mainly focusing on their appeal to investors. Despite their complexity, there is a notable
market for these capital guarantee products, particularly in light of low stock market participation in
various countries, including Europe, where only a small percentage of financial wealth is invested in
stocks.

The analysis poses important questions about why these products attract investment and whether
they can encourage greater participation in stock markets, especially among households that are
hesitant to invest. It notes the potential benefits of engaging with the stock market, which includes
accessing risk premiums and gaining additional wealth.

The study highlights a gap in the existing literature regarding security design's role in influencing
household financial decisions. Previous research has examined aspects like education and default
options, but the effectiveness of these methods in driving stock market engagement is questioned.
By focusing on security design, the study aims to explore how financial products can be crafted to
mitigate household biases and promote investment.

Through analysis of data from Sweden between 2002 and 2007, the study finds that households
investing in these total products tended to have increased stock market participation, particularly
those who were initially reluctant to invest. The methodology used considers the effects of the
supply of total products being offered by banks, circumventing potential reverse causation.

Finally, the study suggests the increased demand for these products may be linked to non-standard
utility functions reflecting households' anxieties about market downturns. It emphasizes the
importance of product pricing and transparency concerning bank markups, recommending that
ensuring fair pricing can enhance the welfare benefits for households. The findings imply that
thoughtful financial product design can increase household participation in financial markets and
improve overall financial well-being.
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