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PREFACE

The household investment behaviour has been a significant part in
modern economics. This book studies the behaviour ofhouseholds
who turn their saving income into various forms ofasset, which are
demonstrating effects on the non — market clearing phenomena in
Chinese economic development. One of the most important factors
in both of the feasibility and desirability of household investment is
the extending system of new property right. It has been reflecting
an underlying structural shifts andbehavioural changes, based on the
autonomous decisions of hundred million households on their individ-
nal investment. And this covers an important policy implications of
Macroeconomics.

The pioneering work of this area can be refereed to classicalschools of
economics, especially school of Carl Marx, who had set up the theo-
retical framework of household investment related with thearrange-
ment of property system . But the Marx’ s approach rarely dealt
with the household investment under the socialist system. Even
those economists in China have drawn little attention to the house-
hold financial problems.

The dramatic increasing of household investment is not merely a
monetary phenomenon, it reflects an underlying institutional shift

and the rapid change of household statue. So this book stresses the



effort to explore the household investment through empirical phe-
nomena with institutional reasons, and also shows greatinterest in
considering households as the microeconomics basis, which provides
the foundation of macro economy in rnotioh, therefore demonstrates
the causes of disequilibrium phenomena either through market un-
clearing or through institutional inflexibility.

As we statue households as investors, rather than only consumers or
savers as the traditional assumption, there will be a series of forms
to describe household intention or behaviour in response to their in-
vestment. First, the book demonstrates how households obtain
their income, arrange their budget, hold their saving and create
their structure of asset, as to figure out the main trends of household
investment in terms of microeconomics. Second, the book also pre-
sents four types of household investment including bonds, shares,
collectedfund, real property, giving a distinguished features of
household assets. Third, the book explains how households expand
their influence to industry development, business cycles, economic
growth and institutional innovation in most flexible way under alter-
native conditions.

In summary, household investment has given rise to a new force ta
correct the imperfect market as well as the traditional institution ar-
rangement in China. The behaviour- of household investment is not
only an internal factor to shift capital markets and money markets to
the equilibrium, but also an external factor to correct the disequilib-
rium of ‘institution through the recent trends of China’ s economic

reform .
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