
Volume 2 Issue 12, 2021 

DOI: 10.6981/FEM.202112_2(12).0033 

255 

Frontiers in Economics and Management 

ISSN: 2692-7608 

Econometric Analysis on the Influencing Factors of Household 
Savings in China 

Yangfang Wu, Chang Liu, and Yu Liu 
Anhui University of Finance and Economics, Bengbu, Anhui, 233000, China 

Abstract 
This paper adopts an econometric approach and uses Eviews software to build a savings 
model by selecting the main factors such as disposable income, interest rate and 
consumer price index to explore the pattern of specific savings behavior in China. And 
from a macro perspective, we put forward our own suggestions in order to reduce the 
high savings rate in China and stimulate China's consumption to stimulate economic 
growth. 
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1. Introduction 

Since the reform and opening up, China's resident savings have been in a growth phase, with 
the total amount of resident savings increasing and the resident savings rate remaining at a 
high level. The amount of residents' savings affects the development of a country's economy, 
and the right amount of savings is conducive to the virtuous cycle and balanced development 
of the country's economy, which will enable banks to have enough loanable funds and 
enterprises to obtain the necessary funds for their operation and development and promote 
the effective operation of the economy. Therefore, the study of residents' saving behavior has 
an increasingly important significance for economic development. This paper combines the 
actual situation in China, selects the relevant data of China's residents' deposits and disposable 
income in recent years, finds out the reasons for the formation of higher residents' savings 
deposits by establishing an analytical model, and takes corresponding countermeasures. 
Checking the information, according to the relevant data, with the rapid development of China's 
economy, the balance of China's residents' savings from 1978-2019 has also increased year by 
year, the following figure shows the balance of China's residents' savings from 1978-2019.  
 

 
Figure 1. Year-end balance of RMB savings deposits of urban and rural residents 
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The amount of savings is the engine that supports the rapid growth of our economy, which 
needs huge financial support to grow. 

2. Theoretical Review 

Various consumer income theories are used to indirectly analyze the impact on savings. 
Keynes' theory of absolute income; 
Modigliani's life cycle theory; 
Dusenbe's theory of relative income; 
Friedman's theory of persistent income. 
Accepting these theories helps to expand current consumption and can encourage them to 
spend their future income in the present, i.e. on loans. 

3. Data Collection 

This paper is selected for the period 1978-2019, with data from the National Bureau of Statistics, 
the Statistics Department of the People's Bank of China and the China Statistical Yearbook.The 
CPI is based on 1978, i.e. the CPI in 1978 was 100; where the interest rate is the one-year time 
deposit rate announced by the Central Bank on 31 December each year. 

4. Establishment of the Model 

4.1. Setting up a Multiple Regression Model 
Major factors affecting residents' savings. 
Based on our basic national conditions and combined with relevant theories, this paper lists the 
following main influencing factors. 
Disposable income per capita: Disposable income per capita can ultimately determine the final 
proportion of savings and consumption of the population. It is a direct reflection of how much 
money people have at their disposal and of the degree of affluence. If the population's 
willingness to consume is relatively high, then the level of savings of the population will fall; 
conversely, if the population's willingness to consume is relatively low. 
Level of interest rates: Interest rates are an important economic lever that has an extremely 
important regulatory role in the economy. 
Inflation levels: As the current world economic market continues to be unstable, governments 
are also paying attention to this issue, as this government is also afraid of inflationary problems. 
And the prices of goods continue to rise. Inflation will eventually easily lead to the collapse of 
the social and economic order and the regression of the economic market. It seriously affects 
people's livelihood. Once the currency is devalued, then prices will soar, while their purchasing 
power will become smaller and smaller, and in the end their savings will become a pile of 
numbers with little value, and the impact is very great. 
In order to analyze the influence of consumer consumption index, disposable income of 
residents and interest rate level on urban and rural residents' deposit balance, the explanatory 
variable Y is selected as the urban and rural residents' deposit balance in China in recent years, 
Based on the influence of the above factors, the following indicators will be selected as 
explanatory variables: consumer consumption index (CPI) as X1, disposable income of 
residents as X2, interest rate level as X3, and ε is the random error term. 
Construct the regression equation: 
 

𝒍𝒏𝒀 = 𝜷 𝟎 +𝟏 𝜷𝒍𝒏𝑿 𝟏 + 𝜷𝜷 𝒍𝒏𝑿𝟐 𝜷𝟐 + 33𝒍𝒏𝑿 + 𝜺 
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4.2. OLS estimation 
(1) Input data 
Open EViews software, create a new workfile workfile, select annual data type, enter start time 
2002 and end time 2016, enter data lnY lnX1 lnX2 lnX3 directly in the EViews command field, 
and enter to the corresponding data. 
(2) Charting trends Type PLOT lnY lnX1 lnX2 lnX3 in the command field 
The following figure was obtained. 
 

 
Figure 2. Trend chart 

 
As seen from the trend graph, the explanatory variable Y and the explanatory variables X1, X2 
and X3 have some correlation with each other. 
(3) Plotting correlation diagrams  
Plotting llnX1 against lnY, lnX2 against lnY, and lnX3 against lnY, respectively. 
SCAT lnX1 lnY; SCAT lnx2 lny; SCAT lnx3 lny. 
From the correlation plot, it can be seen that there is a positive linear correlation between the 
explanatory variables lnx1, lnx2 and the explanatory variable lny, lnx3 has a negative linear 
correlation with lny. 
Based on the above analysis a preliminary multiple linear regression equation was developed: 
 

𝒍𝒏𝒀 = 𝜷 𝟎 +𝟏 𝜷𝒍𝒏𝑿 𝟏 + 𝜷𝜷 𝒍𝒏𝑿𝟐 𝜷𝟐 + 33𝒍𝒏𝑿 + 𝜺 

4.3. Multiple Regression Equation Estimation 
Estimating the regression equation LS lnY C lnX1 lnX2 lnX3 Performing least squares estimation, 
the results of the model estimation are shown: 
 

Lny = 2380.632 - 62.6817lnx1 + 25.6531lnx2 - 665.1825lnx3 
 

(4986.700) (12.4569) (0.276761) (575.6182) 
 

T=(0.4774) (-5.0319) (92.69021) (-1.1556) 
 

=0.9987  F=9812.123  n=42 
 

This shows that the model =0.9987 F=9812.123 and there is 99.87%probability that the 
explanatory variable y is explained by the explanatory variables X1, X2 and X3, the F-test is 
significant and the model has a good fit. 
Lnx3 does not pass the test at the 0.1 level and further tests of multicollinearity are required. 

2R

2R
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5. Testing of the Model 

5.1. Test of Economic Significance 
In the above regression model, is the intercept of the regression model and (i=1, 2, 3, 4) is the 
slope of the regression model. The model estimation results show that since >0,i.e.:for every 
unit increase in the resident consumption index when the other explanatory variables lnX2, 
lnX3 are held constant, the balance of urban and rural residents' deposits will decrease by 
62.6817;Similarly:for every 100 million yuan increase in the residents' disposable income 
when the explanatory variables lnX1, lnX3 are held constant, the balance of urban and rural 
residents' deposits will increase by 25.6531 The balance of urban and rural residents' deposits 
will increase by 0.345680 billion yuan for each unit increase in the interest rate level when the 
explanatory variables lnX1 and lnX2 are held constant. The empirical results are consistent with 
the above theoretical expectations. The coefficients, which are consistent with economic 
significance, are in line with economic theory and the actual situation. 

5.2. Statistical Inference Test 
(1) Goodness of Fit Test 
According to the output of Fig: 

 =0.9987, the modified decidable coefficient is =0.9986. 
by =0.9987 close to 1, indicating that the better the fit of the sample regression line to the 
observations. 
(2) Significance test  
least squares estimated, (i=1,2,3,) is derived from the sample observations of Xi (i=1, 2, 3,) and 
Y. To determine their reliability, a significance test is performed to determine whether, βi^ 
(i=1,2,3) is significant (not equal to 0). 
(3) F-test 
According to the output of Eviews software in the figure, it can be seen that: 
F=9812.123 ,at 5% level of significance, check the F distribution table and get the critical value 
F(0.05)=(3, 32)=2.91, it can be seen that F=9157.689 F(0.05)=(3, 32)=2.91, indicating that the 
overall linearity of the regression equation significantly holds, and the relationship between 
GDP and residents' consumption level, fiscal revenue, total import and export, and total retail 
sales of consumer goods are significantly linear, and the model passes the F-test. 
(4) t-test  
First, the significance of the estimated values of the regression analysis is tested by t-test, and 
the results are output by Eviews software, we get: the corresponding t-statistics are 2.330020, 
2.310066, if at the 5% level of significance, check the t-distribution table The absolute value is 
greater than =2.042, which means that at the 5% level of significance, the explanatory variables 
"consumer index X1, interest rate level X2" have a significant effect on the explanatory variable 
"urban and rural residents' deposit balance Y" under the condition that other explanatory 
variables remain unchanged. The other explanatory variables are held constant. In addition, the 
corresponding t-statistics are 0.293432 and 1.056559 respectively, whose absolute values are 
less than =2.042, which means that at 5% level of significance, the explanatory variable interest 
rate level X3 has no significant effect on the explanatory variable "urban and rural residents' 
deposit balance Y Y" respectively, while other explanatory variables remain unchanged. 
However, the corresponding t-statistics are 0.293432, 1.056559, whose absolute values are 
greater than =1.679, which means that at 10% level of significance, the explanatory variable 
"interest rate level X3" has a significant effect on the explanatory variable "urban and rural 
residents' deposit balance Y", while other explanatory variables remain unchanged. 

2R
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5.3. Multicollinearity Test 
Simple correlation coefficient test. 
Type: COR LNY LNX1 LNX2 LNX3 in the command field and execute the result, as shown in the 
figure: 
 

 
Figure 3. Simple correlation coefficient 

 

As can be seen from the figure, the high correlation coefficient between the explanatory 
variables indicates that there is some multicollinearity in the model. 

5.4. Autocorrelation Test 
Bias correlation coefficient test. Equation window click view\residual test\correlogram-Q-
statistics. 
 

 
Figure 4. Partial correlation coefficient 

 
All histograms of the lagged biased autocorrelation coefficient PAC do not exceed the dashed 
portion and the p-value of the Q statistic is large, indicating that the regression model is not 
autocorrelated.  

5.5. Smoothness test 
smoothness test for explanatory and explained variables. 
The ADF test for LNY with the following results: 
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Figure 5. Stationary test 

 

 
Figure 6. time series 

 
Since the time series of LNY has an upward trend, the ADF test with intercept term, trend term 
is chosen from the above results shows that in the first order case, the value of t-statistic at 5% 
level of significance is less than the critical value from thus rejecting H 0, indicating that LNY is 
a first order smooth series. 
After performing the same operation on the explanatory variables, the explanatory variable 
interest rate level is chosen to have an intercept term and no trend term. 

6. Co-integration and tests 

The error correction model (ECM) was used to analyse the extent of deviations from long-run 
equilibrium and to show the adjustment information for such deviations.We chose an 
economically meaningful equation: 

𝑳𝑵𝒀 = -𝟎. 𝟖𝟗𝟓𝟎 𝑳𝑵𝑿 𝟏 + 𝟏. 𝟒𝟑𝟕𝟗𝑳 𝑵𝑿 𝟐 + 𝟎. 𝟎𝟔𝟖𝟏𝑳𝑵 𝑿 𝟑 
By the statistical software Eviwss9 , let ecmt = LNY + 0.8950LNX1  - 2.4379L𝑁𝑋 2 -
0.0681LNX3 ,the error correction model was obtained by using the least squares estimation 
model and excluding the insignificant variables. 
𝑳𝑵𝒀 = -𝟎. 𝟕𝟒𝟗𝟕 + 𝟎. 𝟑𝟒𝟓𝟖𝑳𝑵𝒀𝒕 -𝟏 + 𝟎. 𝟐𝟒𝟏𝟔𝑳𝑵 𝟏𝒕 𝑿 - 𝟎. 𝟔𝟓𝟖𝟑𝑳𝑵 𝑿𝟏(𝒕-𝟏)+ 𝟏. 𝟖𝟓𝟔 𝟖𝑳𝑵𝑿 𝟐𝒕 + 

𝟎. 𝟎𝟎𝟑𝟓 𝟑𝒕 𝑳𝑵𝑿 - 𝟎. 𝟏𝟕𝟖𝟓 . 𝐑 𝟐 = 𝟎. 𝟕𝟒𝟓𝟖. 
Johansen cointegration tests show that there is a long-run equilibrium relationship between 
our nominal year-end savings balance and the price index, nominal disposable income, and 
nominal interest rate. For example, the price index elasticity is -0.8950, which means that for 
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every percentage point increase in the price price index, the nominal year-end savings balance 
decreases by 0.8950 percentage points. 
A negative error correction term indicates that deviations from the value of the previous period 
will be corrected in the opposite direction, an effect that will bring the nominal year-end savings 
balance to long-run equilibrium with the price index, nominal disposable income, and nominal 
interest rates, and if less than that, a positive correction with a correction strength of 0.1785. 
The effect of these corrections may come from national macroeconomic adjustment policies 
and microeconomic entities such as financial and non-financial institutions reflecting the 
market Summation. 
The coefficient of interest rate is 0.0681, indicating that the effect of our nominal interest rate 
on the nominal value of annual savings balance is not very significant. 

7. Conclusions and Policy Recommendations 

7.1. Establishing a Sound Social Security Mechanism 
A sound social security system can maintain social stability and social equity. A social security 
system, with social insurance as the mainstay, has been formed to maintain the legitimacy of 
citizens' participation in social insurance and to promote the construction of a harmonious 
socialist society. Although China has promulgated and implemented many rules and regulations 
in social security and welfare in recent years, there is still a certain gap compared with western 
countries. Residents are not optimistic about future income expectations, preventive savings 
due to uncertain security in China's education, medical care, pension and housing, and various 
uncertainties in the future, resulting in an increase in preventive savings. We must improve and 
perfect the social security system, upgrade and adjust the industrial structure and adjust the 
social supply, so that people can have the ability and dare to consume, so as to reduce the high 
savings rate of Chinese residents. 

7.2. Improving Financial Markets to Promote Investment by Residents 
Expanding the access mechanism of the financial market and promoting the reform of the 
financial system. The establishment of a sound financial market, equipped with sound laws, 
regulations, services and other supporting measures, will encourage people to consume by 
enriching their investment channels and making full use of their surplus income to make 
relevant investments, thereby increasing their income. Expand the access mechanism of the 
financial market and promote the reform of the financial system. Establish a sound financial 
market, equipped with perfect laws and regulations, services and other supporting measures, 
and make full use of residents' income surplus for relevant investment by enriching people's 
investment channels, so as to increase people's income and encourage people to consume. Due 
to the restrictions of China's financial market access mechanism, it is difficult for some people 
to invest and finance, and more funds can only be deposited in commercial banks and other 
deposit institutions. Breaking the pattern and creating a good investment environment is 
conducive to more people entering the financial market. The widening of investment channels 
can reduce residents' savings deposits to a certain extent. 

7.3. Improve the Income Distribution Mechanism 
According to the law of diminishing marginal consumption, the higher the income level, the 
lower the marginal propensity to consume. However, China's economy is in the stage of rapid 
development, and the income level of residents will continue to increase, which shows that the 
level of residents' savings will rise. Therefore, to reduce the growth level of residents' savings, 
we should improve residents' income distribution structure, broaden residents' investment 
channels, stimulate consumption, and then reduce savings. 
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7.4. Increasing Disposable Income of the Population 
Fiscal policy should play a corresponding role in accelerating the transition to public finance by 
lowering income taxes through "tax cuts and spending increases" and increasing the incentives 
of individuals and enterprises to be productive. At the same time, enterprises should transform 
into a modern enterprise system, speed up industrial restructuring, transform traditional 
industries with modern technology and increase labour productivity, thereby increasing the 
remuneration of the population. 

7.5. Bridging the Gap between Rich and Poor 
First, income must be made public, first of all, not to hide private property, to reduce the 
disadvantages; second vigorously reform the distribution system, strictly limit the value-added 
space of high-income groups, the provisions of . The second vigorous reform of the distribution 
system, strict restrictions on the value of the high-income group, the upper limit, beyond the 
part of the public used to subsidize the disadvantaged. Since now expect most people selfless 
dedication is not realistic, then I will develop a corresponding system to borrow your money to 
do good deeds, a long time, some people look at their own money rather than being withdrawn 
to help others, slowly learn to dedication. With the ability to. People's help, those weak people 
are likely to get out of poverty as soon as possible. 

8. Model Evaluation 

(1) From the calculated results, =0.9978, which indicates that the regression straight line fits 
the observed values well. 
(2) Since the model contains multiple explanatory variables, there may be multiple covariance 
between two two explanatory variables, this paper in the autocorrelation test of the model, the 
revised model does not have multiple covariance, heteroskedasticity and autocorrelation. 
(3) From the above model analysis it can be concluded that: China's resident consumption index, 
residents' disposable income and the level of interest rates, urban and rural residents' deposit 
balances have a positive correlation. Since China's reform and opening up, residents' 
consumption level has been increasing, residents' disposable income has been increasing, and 
these have become important factors affecting urban and rural residents' deposit balances, and 
the influence on urban and rural residents' deposit balances is increasing. 
(4) Residents' income increases in order to stimulate economic growth, in order to make 
China's economy achieve stable growth, and eventually make China's economy develop 
continuously. 
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