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Ha i SUAREA b K2 1 e E 25 AN 0y, BARFEARLEL 16000 7, 8 A X G A0 S FEAR K b 4
FKREMLDL , B 78 WREARERE  Re A s e b E IR SR DL . TR A A N A K Bl 25 (280%

45



AR, BN B RIRE MR, MUER?

N Scfb BB S5 22 05 1 S AR 2 N (62 AR T, 20145 5 Yang Fi Mukhopadhaya,
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i 0.333(0.471) — _
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More Debts, More Consumption? The Effects of Housing Debts

and General Debts on Household Consumption
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Abstract : In recent years,the household consumption is playing a more and more important role in Chinese economy,and has
become the main engine for economic growth. Against the background of high-quality economic development,the potential of
consumption to drive economic growth has not been fully released, and there is still room for further improvement in the
quantity and quality of household consumption. However, it is noteworthy that China currently faces a divergence between a
rise in the growth rate of consumer debts and a fall in the growth rate of household consumption. As an important tool of
smoothing inter-period consumption decisions, does debt facilitate or hinder household consumption? While the relationship
between household debt and consumption has already been discussed in previous literature ,no consensus has been reached so
far. This paper attempts to further investigate the relationship between household debt and consumption in China. Considering
that housing debt and general debt present significant differences in terms of loan size, repayment period and consumption

orientation , this paper will distinguish between debt types and compare their impacts on households’ consumption.

The dataset of China Family Panel Studies ( CFPS) is employed to empirically investigate the relationship between
household debt and consumption. The results of the fixed-effect model analysis show that the average consumption level of
indebted households is higher than non-indebted households, which proves the existence of debt-financed consumption
phenomenon in China. Then,based on the indebted households’ data,we adopt the debt-to-asset ratio as the index of the scale
of household debts, and divide the debts into housing debts and general debts for discussing their different influences on
consumption. The empirical results suggest that the general debts have a significantly positive influence on household
consumption, while housing debts present a significantly negative effect. Therefore,a conclusion can be drawn that general debt
is used as the main approach to smooth inter-period consumption as it has no specific consumption direction, while housing
mortgage may hinder consumption through “house slave effect” due to its liquidity constraint and consumption target. This
paper also discusses the relationship between household debts and consumption structure. The results show that housing debt
will squeeze the development and enjoyment consumption,while general debts can optimize consumption structure. In addition,
we find that the impact of debts on consumption varies according to family characteristics and urban-rural areas. As for middle
income, low debt pressure and rural households,the “house slave effect” has statistical significance. For low income , medium
debt pressure and urban household, general debt shows a greater impact on consumption.

This paper contributes to the existing literature in the following aspects. Firstly, this paper distinguishes between
housing debt and general debt,and then tests the differences in their impacts on consumption, which will expand the existing
literature about the relationship between household debt and consumption. Secondly, taking the indebtedness household as
the research object, this paper further explores the relationship between debt and household consumption structure, and
focuses on the difference between debt types as well.

Based on the empirical findings, this paper proposes policy implications from the perspective of expanding domestic
demand and boosting consumption, and provides inspiring ideas for balancing “ promoting consumption” and “ preventing
risks” in the context of supply-side structural reform. First of all, in order to stimulate household consumption, it may be
helpful to moderately reduce the household housing leverage and increase the general debt leverage. Secondly, the
government should encourage and promote consumer finance innovation, and build a systematic policy system to support
consumer finance. Thirdly, it is necessary to establish and strengthen a risk prevention mechanism, monitoring the household
sector debt and early warning through the establishment of scientific indicators.
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