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T
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ABSTRACT

Changes in Household Financial Asset Portfolio

according to Risk Tolerance

Choi, Mi Hyang
Dept. of Family Culture & Consumer Science,
The Graduate School

Sungshin Women'’s University

This study aimed to compare and analyze household portfolio
construction targeting families that should prepare retirement funds in
constant low interests after financial crisis, upcoming aging society,
retirement of the baby boom generation, and the exhaustion risk of a
national pension. In particular, the study aimed to look into the effects
on portfolio budget size of each item, the component ratio difference, and
asset growth according to financial risk tolerance of household playing
an important role to increase decision and wealth of household portfolio.
In addition, it purposed to examine changes in financial asset portfolio of
household according to changes in risk tolerance of each year. This

study was conducted to examine actual conditions and problems of
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portfolio construction according to risk tolerance of household, and seek
for the plan to stabilize the household asset construction by families,
financial agencies, and the government.

The questions of the study are as follows. First, is there a significant
difference in socio—democratic and political characteristics according to
risk tolerance? Second, is there a significant difference in asset size of
each item of household financial asset portfolio? Third, is there a
significant difference in the component ratio of household financial asset
portfolio according to risk tolerance? Fourth, how does socio—democratic
and political characteristics and risk tolerance affect financial asset
portfolio construction of household?

To examine the questions, this study looked into domestic and foreign
literatures regarding household portfolio and risk tolerance and used the
data of the 7th(2004) and 10th(2007) Korean Labor and Income Panel
Study. It used statistic program SPSS Window(Version 14.0) to conduct
the frequency, average value, standard deviation, cross analysis, ANOVA,
Duncan’s multi-range verification, and logistic regression analysis.

The main findings of the analysis regarding the questions are
summarized as follows.

First, the result of analysis on socio—democratic characteristics
according to risk tolerance showed that there was a significant difference
in variables of gender, age, scholarship, marriage, job types, the number
of family members, and a family’s own house and property. Besides, as
the result of analysis on political characteristics, there was a significant

difference in total financial assets, annual household total income, and
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annual earned income of a householder.

Second, as the result of analysis on the asset size of each item of
household financial asset portfolio, there was a significant difference in
Insurance, a credit union, and lent money.

Third, as the result of the component ratio of each item of household
financial asset portfolio, savings, stock, insurance, and lent money had a
significant difference. Risk-averse group 1 and group 4 had a large part
on safe assets like savings while risk-taking group 2 and 3 showed high
percentage on insurance as well as risky assets like stock.

Fourth, as the result of analysis on the effects of socio—democratic and
political characteristics and risk tolerance on increase in assets of each
item in household financial asset portfolio, regarding savings people who
lived in a local area and had their own house had a possibility of asset
increase. As to the stock, when people were young, in an administrative
position and a wage earner, and had a bachelor's degree or above, their
own house, and personal wage income, net worth and debt, the variable
risk-taking type had a more possibility of asset increase than the
risk—averse type. With regards to the insurance, people who were young
and a variable risk-taking type, married, lived in a local area, had
property besides their living house, wage income and net worth had a
bigger possibility of asset increase. As to a credit union, people who
were women and the risk-taking type and the variable risk-taking type,
married, and had wage income showed a bigger possibility of asset
increase. Regarding the lent money, people who lived in a local area had

a bigger possibility of asset increase.
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