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An Analysis on the Determinants of the Financial
Asset Portfolio in Korean Households

Kim, Jeung Rye

Department of International Trade
Graduate School of

Korea Maritime and Ocean University
Abstract

The portfolio theory states how risk—averse households can construct
portfolios to maximise their utility in consideration of risks and returns.
Based on this theory, assets to be selected were divided into physical
and financial assets and financial assets were classified as safe and
risky assets. The empirical analysis was implemented using the "2019
Household Financial Welfare Survey" data and the Tobit estimation
method to determine which factors would affect the selection of risky
and safe assets among financial assets. Factors affecting the ratio of
safe assets were divided into three groups: household characteristics,
economic and real estate factors. In addition, three estimation models
were set up and estimated by adding factors related to real estate to
whether residential houses and other real estate properties are owned
or not and the financial status of residential houses and other real

estate properties.
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The empirical analysis shows that age and number of household
variables in the household characteristic factors represent a nonlinear
relationship with the ratio of safe asset ownership, and that the lower
the age, the higher the number of household members, the higher the
risk asset ratio, and the higher the age, the higher the safe asset ratio.
The higher the level of education for household owners and the higher
the ratio of households living in the Seoul metropolitan area. the higher
the risk preference for financial assets. On the other hand,
self-employed people had a high percentage of safe assets. However,
the gender and marital status of household owners do not affect the
percentage of safe assets held. For disposable income and net assets
that reflect economic characteristics, the higher the income, and the
higher the net asset size, the higher the ratio of risky assets held.
When looking at real estate related factors, the ratio of risky assets
held was high when residential houses and other real estate properties
were owned. On the other hand, the higher the ratio of loans to
residential housing and other real estate and the higher the ratio of
residential housing assets to residential housing assets, the higher the

ratio of safe assets.

Combining these results, Korean households choose safer physical
assets In situations in which they choose physical assets and risky
financial assets in consideration of risks and returns. On the other hand,
in situations where physical assets and safe financial assets are
selected, more risky assets are being selected. This confirmed that
households were strongly affected by real estate in their choice of

financial assets.

On the other hand, the effect of holding real estate assets, including

residential housing, on holding risky assets such as stocks or funds,
~ viii -
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futures and options, may depend on the conditions of the real estate
market and financial markets. Of course, decision—-making such as the
demographic and economic characteristics of households and real
estate-related loans will be important factors, but the decision—-making
of households may also change depending on the boom, slump and

financial market trends. This is a future research project.

Keyword: Portfolio Theory, Financial Asset, Safe Asset, Risky Asset,
Tobit Model
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< 2-9> AR REE 7Y HIE
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