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Social Endowment Insurance and Risky Financial Assets Allocation

of Urban Households in China
Li Ang Liao Junping

Abstract: Based on the 2012 China Family Panel Studies (CFPS) data, this paper empiri-
cally analyzes the effect of social endowment insurance on the risky asset allocation of urban
households, with income risk taken into consideration. The results indicate that social en-
dowment insurance has significantly incentive effect on the increase of risky financial mar-
kets’ participation rate and the ratio of risky financial asset allocation It further shows that
marginal effects of social endowment insurance and income risk have “life-cycle effect”. The
households approaching retirement mainly decide their risky assets allocation in accordance
with the level of their wealth and their income risk rather than the participation of
insurance. Furthermore, for the households insured, income risk can significantly crowd
out financial risk, but for the households uninsured, the effect of income risk is not promi-
nent.

Keywords: social endowment insurance; income risk; risky financial asset; household fi-

nance
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