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Abstract

Household Portfolio Choice in China: A Case Study
of Shanxin

Cheng Tang

The purpose of this paper is to examine the factors that affect household portfolio choice in
China by focusing on risky assets such as stocks and wealth management products. Chinese
households have accumulated huge financial assets, and their asset choices have become more
diversified. It is especially noteworthy that the proportion of risky assets, such as stock and wealth
management products, has increased dramatically since 2010. By applying probit and multinomial
logit models to our original household survey data, we hope to better understand the
characteristics of Chinese household asset choice. The main findings of this paper are as follows.
First, household risky assets are positively correlated with housing assets. This agrees with the
hypothesis that rising housing prices encourage families to purchase risky assets. Secondly,
whether a household was borrowing-constrained also had a strong positive correlation with
stockholding. The possibility of becoming wealthy quickly through stock trading helps to explain
why many Chinese people buy stocks. Finally, the lack of financial market reform is also an
important reason why many households purchase wealth management products. Since commercial
banks have public credit, the risks of wealth management products can be underestimated. This
research suggests that the household perspective is also essential for the future of financial market

reform in China.
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