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ABSTRACT

A study on the use of household financial indicators and

evaluation indicators

Kang My Young
Department of Life Culture and Consumer

Graduate School of Sungshin Women’s University

As the environment surrounding the household economy changes, it is not
easy to successfully manage household finances by responding appropriately
to changes in the financial environment such as interest rate changes,
wage cuts, unemployment increases, and asset deflation. With the recent
aging and economic downturn, it is increasingly difficult to secure household
financial stability and financial stability.

In order to secure the stability or soundness of household finances,
households are required to make various efforts, such as realizing a
balanced consumer life and adjusting household financial goals. Excessive
debt, unbalanced income and consumption structure, etc. can lead to
difficulties in living, household financial imbalance, and family dissolution.

Therefore, an individual or household should carefully evaluate the
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financial condition of the household and cultivate good financial
management ability based on the assessment.

In a situation where it is very important to secure household financial
soundness, such as balance of income and consumption, establishing a
household economic foundation, and soundness of household investment and
asset portfolio, scientific evaluation of household financial status should be
given first of all.

The evaluation of the household’s financial condition has been used as a
different indicator by researchers, and the method of measuring the
indicator is also different. Therefore, this study closely looked at the
indicators of household financial condition evaluation.

When households try to implement systematic financial management with
the goal of promoting financial well-being, the most basic thing to do is to
evaluate financial status using simple indicators such as income, expenses,
assets, and debt or financial ratios. However, simple indicators are easy for
objective cross-comparison, but complex evaluations are so simple that
there are limitations in understanding their characteristics. As a result,
households use various indicators, such as the method of measuring the
financial condition, the method of measuring the financial ratio, the
method of combining simple indicators with the financial ratio, and the
method of evaluating with financial soundness.

Individuals or households need to diagnose where the household financial
situation is, where it is and where it is desirable to go. The evaluation of
household financial soundness or household financial status is largely

divided into subjective and objective financial status. Subjective financial
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status is the concept of evaluating the current economic status on an
individual’s psychological basis. As a concept that values the subjective
aspect, economic and economic stability were used a lot.

Objective financial status can be measured by measuring the current
household’s simple indicators (eg income, expenditure, assets, liabilities,
etc.) and financial (ratio) indicators (eg stability indicators, growth
indicators). For rational financial management, indicators or standards are
required for  financial status. Financial ratios, non-equilibrium
appropriateness (current assets and household income for two months),
household income, and debt-to-income indicators are used.

In this study, we understand the financial status of households in Korea,
identify major issues about household financial status, review previous
studies related to financial status assessment indicators, discuss the criteria
for evaluating household financial status, and the advantages and
disadvantages of household financial status indicators, and use of household
financial status indicators Discussed. In other words, we looked at the
major issues related to the current state of household finances in Korea,
and discussed the pros and cons and uses of household financial status
indicators.

Evaluating household financial condition is very important for achieving
financial welfare by inducing rational financial decisions. Based on the
financial condition assessment, households can practice maximizing income
and wealth, consumption efficiency, financial stability, and asset
accumulation for aging. Can. In order to achieve efficient asset

management, an accurate evaluation of the household financial condition
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must be made first, so understanding of the financial condition evaluation
criteria must be prioritized.

Therefore, this study is worthwhile as a study that provides basic
information on various policies for household investment and financial
management decisions, financial counseling or consulting firms, and
government financial support. In future studies, it is expected that research
on a variety of topics will continue, such as the practical use of financial
indicators and the development of customized assessment indicators that

more fully reflect the characteristics of individuals and households.
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