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Abstract

Financial literacy is a key determinant of household financial decisions and plays a critical role in
both the healthy development of financial markets and the security of household wealth. Using data
from the 2019 China Household Finance Survey (CHFS), this study constructs a novel financial literacy
measure and empirically examines its impact on household risk asset allocation using Probit and
Tobit models. The results show that higher financial literacy significantly increases both the likeli-
hood of household participation in risk asset markets and the share of risk assets in household fi-
nancial portfolios. From a risk-tier perspective, financial literacy has the strongest impact on high-
risk stock assets, followed by low-risk wealth management products, while its effect on mutual funds
is relatively weaker. Mechanism analysis reveals two main channels through which financial liter-
acy operates. First, it promotes investment expansion by increasing the proportion of risk asset
holdings and leveraging higher returns from financial wealth management products. Second, losses
from risky investments may trigger either a gambler’s effect or a buy-the-dip trading strategy, thereby
further increasing households’ investment in risky assets. Further analysis indicates that the addi-
tional risk investments are primarily financed by reductions in cash and demand deposits, and this
adjustment does not substantially undermine household financial stability. This finding helps ex-
plain the rationality of the gambler’s effect and suggests that higher financial literacy improves the
efficiency of household fund allocation. Overall, the study provides new evidence on Chinese house-
hold risk asset allocation behavior and offers valuable insights for enhancing investor education
and guiding households toward more rational investment decisions.
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Table 1. Questions and coding procedures for constructing the financial literacy measure

1. MR ERRFIERAE X LIRS A

s JIgE| (SPSE

N R o " e E"rj‘}"- ‘S N2 Iﬁ Y E'tkﬂ“/\’ 1~ YAN
h3101 T AT AR B HERA A BIERIER R 15 9)

SV BRI
K310 100 AL, RIS 4%, A B2 IER, BAA 1, FERIAETR
®arho
106 (I 5%, K 8%, 100 7667 146G I3 EHE (340N 1, P A
ot P
n3112 A M R BIR2 IR, RN 1, ARSI
/N0
B3113 (R R L3 S SRIRL R, AR 1, AR AU
5380
y ST TN U T RRRR SIS, 15 4
o s EE £ . aNi’s 7 Dx v -
D9203 X_J‘EXZ—\‘\ 1J\# %ﬁﬁﬁ%ﬁ—‘?ﬁ#fiﬁ Tﬁﬁ%ﬁg@ﬁﬁﬂ%
D7109 B SR G sy o e TN 1 LRI
5380
D3losh  WEEEHEBRAR? Gt o e AR L SRR
25380
VR RV, AN 1. R A I
D3105 R RIS BTG R, BARN | FEREAET

F5N0

DOI: 10.12677/aam.2026.151027 267 N H it e


https://doi.org/10.12677/aam.2026.151027

JEMS

W 3 AN RERAT N N CRBALISRAD” RE R R R
BRAREE” . RS, FEXNEMTSNS S50, LEMRFACHEEBE . ARIESEH
BUCE 2, H5 h3101 A h3110 P8H% 1/5 EAThrEll, (RS 22908 1, FxF 9 N H AT e,
PR IR SRR TR IR EURIEAE b, AP R T o i @ 21 & el IR TR bR . KMO {Hid
0.60, EUAFMAFERIERLS B2 (A 2), RPFAGEEIATH 708t 75 22 5Tk A A6 (LA 3)aT
R, BT R DTk IL 56.617%, BERSEUAFIRICEEE S B UL 1R SR BRI E KT
Lo ARSEARSAEER T 1 MR, ASCRIEANE T, IFSH TSR, FKSHRQ017) [911feE, A RT3
if 4% EL T ZE MR BB, 45 B B & AT R YR FE IR 25 & 3R IR T AR (Fin-weight1) .. [R1 22, 7851 BRAT 9 AR IS »
FIEATAT o3 1) Rl 3R IR AR (Fin-weight2) o

A
4 4
3 -
i
&g 24
1
14
0 -
T T T T T T T T
1 2 3 4 5 6 7 8 9
Hits

Figure 1. Scree plot from principal component analysis
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Table 2. KMO measure and Bartlett’s test of sphericity
F 2. KMO MBHFIHFEI
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ATE s 0.000
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Table 3. Variance explained by principal components
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2 1.268 14.088 56.617 1.268 14.088 56.617  2.270 25.227 56.617
3 0.925 10.275 66.892

4 0.796 8.848 75.740

5 0.684 7.604 83.344
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Table 4. Variable definitions and descriptive statistics

* 4. BES YRR ST

B AR L L YA bk = /ME ISP NE]
L AT NFe R E T o HrH
Fin-weightl . . - 19,394 0.108 0.316 -0.32 1.5
fmwelg EHA ST F 4R 7
N o B
AR CRIIAT NFEFR) R T b
Fin-weight2 1, FRA0H0E THIER 19,394 0.898 0.488 0.45 2.87
=
Stock BB 19,428 0.090 0.287 0 1
N H. A (,2:‘\ AN
R Fund Pt ane 19,428 0.032 0.177 0 1
AR Finance product & 75 B¢ %% 4 Ml B 7= b 19,428 0.112 0.316 0 1
Risk-asset ST BT A 4 % 19,428 0.170 0.376 0 1
Gender F PR 19,428 0.724 0.447 0 1
Age AR 19,420  530.510  140.176 16 99
Self-education] P EHERE 19,405 30.936 10.714 1 9
Spouse-education1 F RSB E R 15,613 30.751 10.726 1 9
Ny . F R R T N E 4
J R RHE Profession Sy W 15,638 0.178 0.382 0 1
Residence F RS RRA O 19,428 0.385 0.487 0 1
Happiness e il 19,413 30.815 0.826 1 5
Risk_preference PRS2 17,014 10.832 10.009 1 4
Healthy J AR 19,426 30.447 0.935 1 5
Ln_house-value SR = B ANME D B A 11,846 120.120  20.013 0 15.895
Ln_asset KL B B A 19,428 130.387 10.484 5.520 21.465
Ln_income JEI 2 — NI BUE 18,995 110.029 10.383 -1.894 16.311
FRERFE
Ln_cons JEid £ — R HUE 19,428 110.154 0.798 7.08 15.468
Region_east R BRI 19,428 0.430 0.495 0 1
Region_middle S JE AT PR T 19,428 0.190 0.393 0 1
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Table 5. Regression analysis of the impact of financial literacy on household risk asset investment decisions

F 5. EREFIFERK R R RAIFNTEYT

FETR BT A 557 PRscEidrigi et BB E S AT S b R 7
LR
ey 2 3) “)
1.065™" 1.303"" 0.671""" 1.065™"
Fin-weight2
(29.36) (29.57) (12.91) (29.36)
—0.154™" 0.0034 -0.115™ —0.193""
Ln_house-value
(-6.22) (0.08) (—2.78) (—8.08)
-0.203"* —-0.0617 —0.281""" —0.151""
Gender
(-5.47) (-1.32) (=5.11) (-3.91)
0.0124™* 0.00991*** 0.00903™* 0.0102"*
Age
(8.38) (5.23) (3.92) (6.56)
0.0204 —0.0384" 0.0117 0.0232
Self-education
(1.33) (-2.01) (0.5) (1.46)
—0.00662 0.0172 0.0353 —0.00727
Spouse-education
(-0.46) (0.95) (1.61) (-0.48)
—0.329"" —-0.414™ —0.263" —0.237""
Residence
(=7.28) (-6.43) (-3.16) (—4.93)
0.114"" —0.00066 0.0304 0.163""
Ln_income
(6.01) (—0.03) (1.05) (7.58)
0.522"* 0.303™ 0.357"* 0.540""
Ln_asset
(14.690) (5.5 (6.12) (14.93)
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0) (0.97) (0.26) (-0.98)
0.0737"*" 0.0849"* 0.0643" 0.0494™"
Risk preference
(4.05) (3.81) (2.31) (2.59)
—-0.0632" -0.0622" —0.00398 —0.0243
Happiness
(-2.95) (—2.28) (=0.12) (—1.08)
—0.0252 —0.0343 —0.0337 —0.0420"
Healthy
(-1.28) (-1.36) (—1.06) (-2.04)
0.0655 0.208"** 0.061 0.0251
Profession
(1.56) (4.09) (0.96) (0.57)
0.128" 0.183"** —0.0558 0.0636
Region_east
3.1 (3.32) (-0.84) (1.46)
0.0986" 0.138" —0.0542 0.0799
Region_middle
(2.05) (2.13) (—0.66) (1.56)
—8.964™* ~7.857" —6.998""* —8.732"*
g
(—24.69) (-17.08) (-12.30) (—22.98)
ML E 12,050 12,050 12,050 12,050
R? 0.337 0.382 0.226 0.224

VE: VN Y RIERORTE 10%, 5%, 1%KFE ERE: EEh Nt

Table 6. Effects of financial literacy with behavioral measures on the share of risk asset investment

3 6. HIT AR SRR K FE =R SR

RS B3 7 42 % o5 L S gl Bt a2 el = v LY U PRGN 4 A e =
2
€] 2 3 “
0.247"* 0.153** 0.0212* 0.0676™*
Fin-weightl

(27.97) (70.49) (2.949) (18.09)

—0.00378 0.00099 0.00187 —0.00678™""
Ln_house-value

(-1.03) (1.08) (0.59) (-4.19)

-0.0306"* —0.000798 -0.0158™ -0.0140™"
Gender
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0.00196™*
Age
8.27)
0.0150"*
Self-education
(5.83)
-0.00755™
Spouse-education
(-3.02)
—0.00525
Residence
(-0.81)
0.00207
Ln_income
(0.89)
0.0196™*
Ln_asset
(3.79)
0.00393
Ln_cons
(0.92)
0.0154™*
Risk_preference
(5.35)
—0.00446
Happiness
(-1.34)
0.000854
Healthy
(0.29)
-0.0227"
Profession
(=3.10)
0.0116
Region_east
(1.86)
0.00222
Region_middle
0.31)
-0.374™
gl
(=7.15)
WLE 14,244
R? 0.444

0.000371"**
(6.31)
0.00231"*
(3.61)
~0.00149*
(-2.40)
~0.00191
(-1.19)
~0.00242"**
(-4.16)
0.0008
(0.62)
~0.000903
(-0.85)
0.00314"*
(4.4)
0.000428
(0.52)
0.000995
(1.34)
~0.00500""
(-2.76)
0.000196
(0.13)
0.00383"
(2.14)
~0.018
(-1.39)
14,403

0.200

0.000640"*
(3.16)
0.00687"*
(3.12)
~0.00507"
(-2.37)
0.000392
(-0.07)
~0.00118
(-0.59)
~0.00335
(-0.75)
0.00747"
(2.05)
0.00593"
(2.41)
~0.00374
(-1.31)
0.00311
(1.21)
~0.00745
(-1.20)
0.000536
(0.1)
~0.00317
(-0.51)
~0.0794
(-1.78)
14,548

0.017

0.000953***
(9.17)
0.00561°
(4.95)
~0.000734
(-0.67)
~0.00359
(-1.27)
0.00558"
(-5.43)
0.0225"*
(9.88)
~0.00294
(-1.57)
0.00651*
(5.16)
~0.000833
(-0.57)
~0.00397"
(-3.03)
~0.0104"*
(-3.24)
0.0107"*
(3.87)
0.00187
(0.59)
~0.274"*
(-11.95)
14,448

0.094
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Table 7. Effects of financial literacy without behavioral measures on the share of household risk asset investment
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(1 2) (3) “4)
0.111"* 0.0535"** 0.0173™ 0.0406™**
Fin-weight2
(16.88) (28.98) (3.16) (14.34)
AR g el kil kil el
—0.449*"* -0.0853*" -0.0798 —-0.289***
B
(-8.42) (-5.72) (-1.79) (—12.57)
W AE 14,244 14,403 14,585 14,448
R2 0.287 0.057 0.018 0.087

e Ty T TERIRAE 10%, 5%, 1%KF BB Sy fE.
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PEREARRCE B PIBBURAZ R 8 PR, M T RARER, ERER IR KU B8 L LK IR
ASSIAARAR 3, — B BEIER F Gt B KT 10, R THERRA K. Lkt —BIWir 7 ALk
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Table 8. Instrumental variables regression results
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0.625""
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0.086
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NI BN, ASCERH R T EREIRE SR IR R R & 9 MERER, &
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AT AT RETITRY BUN, Bt M s 5 58, TR R IR e A 5B SB[ TSR A “REAIRSEN” B
M, FEUTAR RS T B RE A WOINE&, MR R P RN e 3 TRy « $mR it S T I P 4
H DG AN TISAERE, UL 2018 F RIEfREONE], HAFERIRE 25.59%, fREcKMiz4T T 3000
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SRR FOBARII R BE , AR R 2 B M BER Bt b b, I — RIS A7) S 3552 3 Bl ) B AR fEAH — B
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Table 9. The impact of financial literacy on risk asset returns

? 9. SRLEIXREFE AU R AR

PG 78 7= I 2 2 s EE M A R AW R PRIV 7= i U 2 2
AR &
1 () (3) )
-0.00672*** -0.0347"* 0.00358 0.00935"**
Fin-weight2
(-3.76) (-3.80) (-1.93) (-6.05)
AR 2 il il et il
-0.0425™ -0.128 0.00539 -0.0536™*
B
(-2.95) (-1.74) (0.36) (—4.28)
M AE 14226 14510 14548 14376
R2 0.1 0.04 0.05 0.03

VE: VN Y RIERORTE 10%, 5%, 1%KFE ERE: FEh Nt
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Table 10. Effects of prior-year risk asset returns on current-year investment shares
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Table 11. The impact of financial literacy on the share of other financial asset investments
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