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Abstract 
Based on data from the 2018 China Household Tracking Survey, this paper examines the 
effect of digital inclusive finance development on household financial asset allocation 
and its mechanism of action. The results show that the development of digital inclusive 
finance can positively contribute to the breadth and depth of household financial asset 
allocation. Further, it is found that among the three indices subdivided by digital 
inclusive finance, the breadth of coverage index has a more pronounced positive impact 
on household financial asset allocation. In the investigation of the impact mechanism, it 
is found that digital inclusive finance promotes household financial asset allocation 
behavior through two channels: increasing household income (income enhancement 
effect) and reducing market frictions. Finally, suggestions are made for promoting the 
development of digital inclusive finance and household financial market participation. 
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1. Introduction 

As a basic unit of social and economic activities and an important micro subject, good family 
financial behavior is not only conducive to the improvement of their quality of life and wealth, 
but also related to the improvement of China's financial system and the function of the financial 
market. Compared with developed countries such as Europe and the United States, the 
participation rate of Chinese households in the financial market is low, more often holding a 
high proportion of savings deposits, and the allocation of financial assets by households shows 
the characteristics of "limited participation". However, with the rapid growth of China's 
economy and the continuous development of the financial market, residents' disposable income 
and household wealth levels have increased, and their willingness to invest in financial 
management has increased. At the same time, influenced by inflation and other factors, 
residents need to allocate diversified financial assets to achieve value preservation and 
appreciation, and reduce the risk of purchasing power under high savings. However, the limited 
coverage of financial services provided by traditional financial institutions, inaccurate service 
targets and high development costs have led to low efficiency in the utilization of financial 
resources, which cannot meet the diversified financial investment needs of China's resident 
households. In this context, digital inclusive finance with diversified service targets and 
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affordable costs has become a possible countermeasure and has attracted great attention and 
focus in the world. In recent years, digital inclusive finance has been developing rapidly in China, 
which has improved the financial accessibility of micro households, more people can access 
various financial services and products through convenient channels, and the demand for 
financial asset allocation of Chinese households is increasing. Therefore, we need to study what 
kind of impact the development of digital inclusive finance has on household financial asset 
allocation behavior. 

2. Literature Review and Research Hypothesis 

2.1. Literature Review 
With the penetration of digital technology and the promotion of financial inclusion, digital 
inclusive finance has expanded the coverage and depth of reach of financial services and 
influenced households' allocation behavior of financial assets. Regarding digital inclusive 
finance and household financial asset allocation, Tian-Yun Zhou et al. (2019)[1] used principal 
component analysis to construct an Internet usage frequency variable to measure the degree of 
digital inclusion, and obtained the conclusion that digital technology can effectively enhance 
the probability and amount of financial products purchased by residential households. Based 
on CLDS data and Peking University Digital Inclusion Index, Liao Jinglin and Zhou Li (2020)[2] 
empirically examined the positive effect of digital inclusion on household financial risk asset 
participation, and further examined the moderating role played by the education level of 
household heads. Yuqing Zhou and Guangwen He (2020) [3] conducted an empirical study 
using CHFS data with a sample of farm households and concluded that digital inclusive finance 
development can positively promote farm households' participation in financial markets and 
allocation of risky asset ratios, and the impact of digital inclusive finance development on their 
financial market participation is stronger when farm households have higher financial literacy 
or intelligent literacy. 
From the above literature, it can be seen that a small number of scholars have paid attention to 
the development of digital inclusive finance and household financial asset allocation, but the 
empirical data sources vary, the research objects differ, and the conclusions drawn differ, and 
they do not further explore how digital inclusive finance affects household financial asset 
allocation. Therefore, this paper attempts to improve and refine the following two aspects: first, 
the Peking University Digital Inclusive Finance Index is used to measure the development level 
of digital inclusive finance in each region, and the digital inclusive finance index is subdivided 
into three sub-dimensions: breadth of coverage, depth of use, and degree of digitization, which 
helps to examine the impact of digital inclusive finance on household financial asset allocation 
in depth. Second, it not only examines the direct impact of digital inclusive finance on household 
financial asset allocation, but also further explores the mechanism channels through which 
digital inclusive finance affects household financial asset allocation. 

2.2. Research Hypothesis 
The participation of residential households in the financial market is influenced by the external 
financial environment. A good financial environment can provide convenient financial services 
for households and promote their participation in the financial market. With the deep 
integration of digital technology and inclusive finance, digital inclusive finance has broken the 
limitation of time and space. Financial institutions use big data technology to build digital 
scenario finance, so that households are no longer limited to physical financial institutions to 
receive financial services, especially residents in poor rural areas or areas with limited 
transportation can enjoy diversified financial services and financial products without leaving 
home, which has the advantage of low transaction costs and improves the availability of 
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financial services, and the improved availability of financial services will significantly increase 
households' participation in the financial market The increased availability of financial services 
will significantly increase the probability of households to participate in financial markets for 
investment activities (Yin, 2015)[4]. Second, digital inclusive finance relies on emerging 
technologies such as cloud computing and artificial intelligence to accumulate a large amount 
of customer information, provide them with a large amount of timely and fast financial 
information, reduce information asymmetry, lower the threshold of financial participation, and 
help different households obtain financial products with risk-return matching their economic 
status, and promote the investment behavior of the household sector. As a result, this paper 
proposes hypothesis H1. 
H1: The development of digital financial inclusion can positively contribute to the breadth and 
depth of household financial asset allocation. 
The development of digital inclusive finance is conducive to increasing the income of the 
population. Studies have found that digital inclusive finance significantly promotes household 
entrepreneurial behavior by reducing the cost of starting a business and alleviating credit 
constraints (Yue, C.G., 2021) [5]. And entrepreneurship not only creates income for 
entrepreneurs, but also provides a large number of jobs for the society; on the other hand, 
digital inclusive finance reduces the cost of enterprise financing, which is conducive to 
expanding the scale of enterprise production and provides more employment opportunities for 
residents. Therefore, the development of digital inclusive finance enables residents to directly 
increase their disposable income through employment. From the financial demand side, the 
increase in household income is conducive to the accumulation of household wealth, stimulates 
the willingness of household wealth preservation and appreciation, and facilitates the 
household sector to further participate in financial market investment and diversify the 
allocation of household financial assets. As a result, this paper proposes hypothesis H2. 
H2: Digital financial inclusion promotes household financial asset allocation behavior through 
the demand-side channel of increasing household income (the income enhancement effect). 
Digital inclusive finance based on the Internet has strong geographical penetration, and the 
expansion of traditional financial services relies on physical outlets and related practitioners 
(Jaksic and Marinc, 2017)[6] while digital inclusive finance provides financial services through 
digital means and extensive use of the Internet and mobile communication. Using smartphones, 
household investors can quickly compare different types of risky financial assets such as pooled 
funds and bonds directly from online platforms, reducing the difference in offers due to 
information asymmetry and reducing investors' information search and transaction costs. In 
terms of payments, household investments can be facilitated by the growing use of mobile 
payments, which allow for "one-stop" financial product purchases through online platforms. 
Therefore, from the perspective of financial supply, the development of digital inclusive finance 
reduces market frictions and promotes households' incentive to allocate financial assets. As a 
result, this paper proposes hypothesis H3. 
H3: Digital Inclusion promotes household financial asset allocation behavior by reducing 
market frictions and increasing financial accessibility, a supply-side channel. 

3. Data, Variables and Model Design 

3.1. Data Sources and Variable Descriptions 
The research data in this paper come from the 2018 China Household Tracking Survey Project 
(CFPS) and the Digital Financial Inclusion Index (DFI) published by the Digital Finance Research 
Center of Peking University [7]. The China Household Tracking Survey is a large-scale social 
tracking survey project covering residents' economic activities, family relationships, and 
personal information for 25 provinces across China. Due to the need to consider the 
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compatibility of the Digital Inclusive Finance Index with the China Household Tracking Survey 
sample, CFPS does not open the specific city and county information where the household is 
located to users in order to maximize the protection of respondents' privacy, and only provides 
information to the provincial level where the household is located, so this study also adopts the 
provincial-level data of the 2018 Digital Inclusive Finance Index to test the impact of digital 
inclusive finance on household risk asset allocation. Further, three digital inclusive finance sub-
dimension indices of breadth of coverage, depth of use, and digitization are selected to help 
deepen the study. 
This paper examines the impact of digital inclusive finance on household risk asset allocation. 
Therefore, we select the samples according to the following idea: firstly, we find out the 
financial person in charge of the household through the questionnaire "Which family member 
in your household is most familiar with the household income and expenditure situation in the 
past year", and match their personal information with the characteristics of their household. 
The final sample of 9629 was obtained by matching their personal information with their 
household characteristics. The following is a description of the selection of research variables. 
3.1.1. Explanatory Variables. 
 In this paper, we define two indicators to examine the household financial asset allocation, 
which measure the breadth and depth of financial asset allocation, respectively. One is whether 
the household is involved in financial asset allocation, if the household financial head answers 
that the household holds financial products such as stocks, funds, treasury bonds, trust 
products, and foreign exchange products, the household is considered to be involved in 
financial asset allocation. The second is the proportion of financial assets allocation, which is 
measured in this paper by the proportion of the value of financial assets to the value of total 
financial assets of the household. In addition to the above financial assets, the total financial 
assets of households also include liquid financial assets such as cash and bank deposits. 
3.1.2. Explanatory Variables.  
The core explanatory variable in this paper is the Digital Inclusive Finance Index (DFI) in 2018, 
which is used to measure the development of digital inclusive finance in each province and 
autonomous region, and three sub-dimensional indicators of digital inclusive finance 
development (breadth of coverage, depth of use, and degree of digitization) are selected to 
further explore its impact on household financial asset allocation. 
3.1.3. Control Variables.  
In order to improve the accuracy of the regression results and mitigate the estimation errors 
caused by the problem of omitted variables, with reference to previous literature, a series of 
control variables are selected in this paper based on respondents' personal characteristics and 
household characteristics: gender, age, age squared, marital status, years of education, and 
health; household size, household assets, household indebtedness, and household urban-rural 
classification. The detailed definitions of the variables are shown in Table 1. 
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Table 1. Variable Definition 
Variable      
Symbol 

Variable Name Variable Definition 

Risk_par 
Household financial 
asset participation 

(Breadth) 

Whether to hold stocks, funds, treasury bonds, trusts, foreign 
exchange and other financial assets, yes to 1, no to 0 

Risk_ratio 
Household financial 
asset allocation ratio 

(Depth) 

Household's financial assets held divided by total financial assets 
(Total financial assets = above financial assets + cash + deposits) 

DFI Digital Financial 
Inclusion 

Development Index of Digital Financial Inclusion in the 
household's province 

Breadth Breadth of coverage sub-index "Breadth of coverage" index 
Depth Depth of use sub-index "Depth of use" index 
Digit Degrees of Digitization Sub-index "Degrees of Digitization" Index 

Gender Gender Gender of the respondent, 1 for men and 0 for women 
Age Age Age of the respondent in 2018 

Age2 Age2 Age squared Respondent's age squared 

Marriage Marriage Marital status Whether the respondent is married or not, 1 for married, 0 for 
otherwise 

Edu Years of education Years of education completed by the respondent 

Health Health Level Health status of the respondent, take the value 1-5, the larger the 
value the healthier the respondent is 

FamilyNu
m FamilyNum Household size Number of household members in the sample 

LnAsset Log value of household 
net worth 

Logarithm of household net worth Logarithm of household net 
worth holdings 

Debt Household debt 
situation Whether the household has outstanding loans, take 1, no take 0 

Region Household urban and 
rural classification 

Urban-rural household classification Rural household is 1, urban 
household is 0 

3.2. Model Design 
This paper first explores the impact of digital inclusion on the breadth of household financial 
asset allocation, which is estimated using a Probit model because whether households 
participate in financial asset allocation is a binary dummy variable that is subject to large bias 
using OLS estimation. The model assumes the existence of a latent variable Risk_par* that can 
replace the explanatory variable but cannot be observed. When Risk_par*>0, the explanatory 
variable takes the value of 1, i.e., household participation in financial asset allocation; otherwise, 
it takes 0. The specific model is as follows. 
 

𝑅𝑖𝑠𝑘_𝑝𝑎𝑟 *=𝛼 + 𝛼 𝐷𝐹𝐼 + 𝜑𝑋 + 𝜀  
Prob(𝑅𝑖𝑠𝑘_𝑝𝑎𝑟 =1)=Prob(𝑅𝑖𝑠𝑘_𝑝𝑎𝑟 ∗ >0)=Φ(𝛼 + 𝛼 𝐷𝐹𝐼 + 𝜑𝑋 + 𝜀 )    (1) 

 
Among them, 𝑅𝑖𝑠𝑘_𝑝𝑎𝑟 denotes the dummy variable of whether the ith household holds risky 
financial assets, 𝐷𝐹𝐼  measures the degree of digital financial inclusion development in the 
province where the household is located, including the total index and three secondary 
dimensional indices; 𝑋 denotes the individual-level and household-level control variables. 
In estimating the impact of digital inclusive finance on the allocation ratio of household financial 
assets, the allocation ratio is 0 because most households do not hold financial assets such as 
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stocks, funds, treasury bonds, trusts, and foreign exchange, so this paper uses a Tobit model 
with a left cut-off point of 0. The specific model is as follows. 
 

Risk_𝑟𝑎𝑡𝑖𝑜 = 𝛽 + 𝛽 𝐷𝐹𝐼 + 𝜑𝑋 + 𝜀                                          (2) 
 

𝑌 = max (Risk_𝑟𝑎𝑡𝑖𝑜 , 0)                                                  (3) 
 
In equation (2), the random error term𝜀  ~N(0,σ2), , 𝐷𝐹𝐼 and𝑋  have the same meaning as 
equation (1); in equation (3), Y_i denotes the financial asset allocation ratio and takes the value 
range of [0,1], and Risk_𝑟𝑎𝑡𝑖𝑜  is a latent variable, i.e., the observed value of the ratio of financial 
asset value to total financial asset value. 

4. Empirical Results and Analysis 

4.1. Digital Inclusive Finance and Household Financial Asset Allocation 
Table 2. Main model regression results 

Variables 
(1) (2) (3) (4) (5) (6) 

Risk_par Risk_par Risk_par Risk_ratio Risk_ratio Risk_ratio 
DFI2018 0.0153*** 0.0132*** 0.0034*** 0.0140*** 0.0115*** 0.0029*** 

 (0.0008) (0.0007) (0.0008) (0.0007) (0.0006) (0.0007) 
Gender  -0.0110** -0.0019  -0.0100** -0.0015 

  (0.0049) (0.0047)  (0.0043) (0.0040) 
Age  0.0067*** 0.0055***  0.0060*** 0.0049*** 

  (0.0011) (0.0011)  (0.0010) (0.0009) 
Age2100  -0.0060*** -0.0052***  -0.0053*** -0.0045*** 

  (0.0011) (0.0011)  (0.0010) (0.0009) 
Marriage  -0.0055 -0.0035  -0.0067 -0.0048 

  (0.0070) (0.0071)  (0.0060) (0.0060) 
Edu  0.0144*** 0.0083***  0.0124*** 0.0070*** 

  (0.0007) (0.0006)  (0.0006) (0.0006) 
Health  -0.0005 0.0007  -0.0005 0.0005 

  (0.0023) (0.0023)  (0.0020) (0.0019) 
FamilyNum   -0.0072***   -0.0061*** 

   (0.0016)   (0.0013) 
lnAsset   0.0438***   0.0365*** 

   (0.0026)   (0.0023) 
Debt   0.0097*   0.0019 

   (0.0053)   (0.0045) 
Region   -0.0315***   -0.0292*** 

   (0.0064)   (0.0055) 
N 9629 9629 9629 9629 9629 9629 

Pseudo R2 0.0877 0.2119 0.3040 0.0882 0.2089 0.2956 

Note: ***, **, and * indicate significant at the 1%, 5%, and 10% levels, respectively, with z-values 
in parentheses, and the estimated marginal effects are reported in the table (same below). 
 
Table 2 reports the impact of digital financial inclusion development on household financial 
asset allocation (all effects shown are marginal). The explanatory variables in columns (1)-(3) 
are household financial asset participation, which is regressed using the Probit model, and the 
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explanatory variables in columns (4)-(6) are the proportion of household financial asset 
allocation, which is regressed using the Tobit model. 
Among them, column (1) examines only the univariate relationship between digital financial 
inclusion development and household financial asset participation, column (2) adds household 
personal characteristics that affect household financial asset allocation, and column (3) 
continues to add household household characteristics variables. The empirical results show 
that the coefficient of the digital inclusion index is consistently significantly positive after 
gradually adding control variables, indicating that, as a whole, the development of digital 
inclusion does significantly promote the financial asset participation behavior of the household 
sector. Taking column (3) as an example, for every 10 increase in the digital inclusion index 
(considering the precision of the coefficients, both the digital inclusion index and the sub-
dimensional indices in the model regression are divided by 10), the probability of households 
engaging in financial asset participation will increase by 0.34%, which is approximately equal 
to 4.6% of the average level of household financial asset participation in 2018 (7.3%), with 
significant economic significance. The same approach is applied to estimate the impact of digital 
financial inclusion on the proportion of household financial assets allocated. Columns (4)-(6) 
use the household financial asset allocation ratio as the explanatory variable, and the regression 
results are still significantly positive. The estimated results in column (6) show that for every 
10 increase in the digital inclusion index, the depth of household financial asset allocation will 
increase by 0.29%. In summary, it shows that the development of digital inclusive finance can 
significantly contribute to the breadth and depth of household financial asset allocation. 

4.2. Digital Inclusive Finance Sub-index and Household Asset Allocation 
Digital inclusive finance is a multidimensional concept, and this section further explores the 
impact of 3 sub-dimensional indices of digital inclusive finance on household financial asset 
allocation, and the results are shown in Table 3. Columns (1)-(6) are the regression results with 
the digital inclusive finance coverage breadth index, depth of use index, and digitization degree 
index as explanatory variables, respectively, and it can be seen that the coefficients before the 
explanatory variables are positive and significant at the 1% level in all six models, indicating 
that the coverage breadth, depth of use, and digitization degree of digital inclusive finance have 
significant The coefficient is positive and significant at the 1% level. 
Specifically, in terms of breadth of coverage, digital inclusive finance is not restricted by 
geography and provides financial services through digital technologies such as the Internet. 
Residents can complete a series of operations such as comparing, selecting, purchasing and 
paying attention to financial assets on their cell phones through electronic payment accounts 
without leaving home, which provides convenience for households to allocate financial assets 
and promotes household financial asset allocation behavior. In terms of depth of use, digital 
inclusive finance has enriched the types of financial services for residents, including payment 
services, money fund services, investment services, etc., which helps increase household 
financial market participation and positively and significantly affects the proportion of 
household financial asset allocation. In terms of digitalization, digital inclusive finance has the 
innate advantages of low threshold and low cost, which is conducive to alleviating the financing 
constraints of disadvantaged groups and improving financial accessibility, thus promoting 
households to invest in more diversified financial assets. However, in terms of marginal effects, 
the breadth of coverage of digital inclusive finance has a more pronounced positive impact on 
household financial asset allocation, which also indicates the important role of a good financial 
service environment on household sector participation in financial markets. 
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Table 3. Regression results 

Variables 
(1) (2) (3) (4) (5) (6) 

Risk_par Risk_ratio Risk_par Risk_ratio Risk_par Risk_ratio 

Breadth2018 0.0038*** 0.0033***     

 (0.0009) (0.0007)     

Depth2018   0.0023*** 0.0020***   

   (0.0005) (0.0005)   
Digit2018     0.0022*** 0.0019*** 

     (0.0005) (0.0005) 

Control variables Yes Yes Yes Yes Yes Yes 

N 9629 9629 9629 9629 9629 9629 
Pseudo R2 0.3039 0.2955 0.3038 0.2953 0.3034 0.2949 

5. Analysis of the Impact Mechanism 

5.1. Channel Test of the Income-increasing Effect 
It has been shown that digital inclusive financial development can economic growth (Qian, H. 
Zhang, 2020) [8], provide households with more employment and entrepreneurial 
opportunities, and expand the income increasing channels of households (Zhang, X. Zhang, 
2019) [9], while the level of household income determines whether households have enough 
money for investment. Therefore, this paper further analyzes whether the development of 
digital inclusive finance promotes the financial asset allocation behavior of the household 
sector by affecting household income. 
Column (1) in Table 4 presents the OLS empirical regressions of the digital inclusion financial 
index and total household income, and the results show that digital inclusion financial 
development is significantly and positively related to total household income, i.e., the 
improvement in the prevalence of the digital financial environment in a household's region can 
significantly increase the level of total household income in that region, and the first link of the 
mechanism's role is verified. Controlling for other variables, columns (2)(3) and (4)(5) 
compare the results after including total household income in the model of the effect of digital 
financial inclusion on the probability of participation in household financial assets and the 
allocation ratio, respectively. It can be found that after the inclusion of the total household 
income variable in both models, the size of the coefficients of the digital inclusive finance index. 
 

Table 4. Regression results for the income gain effect 

Variables 
(1)OLS (2)Probit (3)Probit (4)Tobit (5)Tobit 

Total household income Risk_par Risk_par Risk_ratio Risk_ratio 
DFI2018 0.0208*** 0.0034*** 0.0031*** 0.0029*** 0.0027*** 

 (0.0029) (0.0008) (0.0008) (0.0007) (0.0007) 
Total household income   0.0209***  0.0179*** 

   (0.0035)  (0.0030) 
Control variables Yes Yes Yes Yes Yes 

N 9629 9629 9629 9629 9629 
R2/Pseudo R2 0.4862 0.3040 0.3113 0.2956 0.3031 

Note: To eliminate the effect of heteroskedasticity, the paper takes logarithmic values for the 
total household income variable. 
 
The magnitudes of the coefficients before the numbers have decreased, while the estimated 
coefficients of the newly added total household income variable are significantly positive, 
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proving that the channel of the income-increasing effect does exist, i.e., digital inclusive finance 
promotes the investment participation and allocation ratio of household financial assets by 
increasing household income and thus. 

5.2. Channel Test for Reducing Market Friction 
Traditional financial services rely on physical branch institutions and a large number of 
practitioners, making it difficult for households in rural and underdeveloped remote areas to 
enjoy various types of financial services, which in turn reduces their willingness to participate 
in financial assets. Digital inclusive finance, on the other hand, conducts online transactions 
through electronic accounts, which break through the restrictions of geographical location, 
save time and labor costs of transactions, effectively reduce financial market frictions, and 
lower transaction thresholds enable more marginalized households to participate in the 
investment of financial assets. Yin finds that increased financial accessibility promotes greater 
household participation in formal financial markets and asset allocation (Yin, 2015) [4]. 
Guangsu Zhou and Qi Liang (2018) [10] point out that the popularity of the Internet can 
effectively reduce the transaction costs of financial investment and significantly affect 
household investment behavior. Therefore, this paper selects the indicator of Internet 
penetration to measure financial market frictions, and further analyzes whether the 
development of digital financial inclusion promotes household financial asset allocation 
through the supply-side channel of reducing market frictions. 
Table 5 reports the results of the mechanism test. Column (1)(3) shows the results of the 
benchmark regression of digital inclusion finance on the probability of household financial 
asset participation and allocation ratio above, and column (2)(4) adds the digital inclusion 
finance index and the average Internet penetration rate of each city in the province where the 
household is located to the benchmark regression to test the mechanism of the effect on 
household financial asset allocation. The coefficient of the interaction term is significantly 
positive, indicating that the marginal effect of digital inclusion is larger for households in areas 
with higher Internet penetration, i.e., digital inclusion has a significant role in promoting 
financial asset allocation for households that receive less financial market frictions, which 
validates the channel mechanism of digital inclusion to promote household financial market 
participation by reducing market frictions. 
 

Table 5. Regression results for reducing market friction effect 

Variables 
(1) (2) (3) (4) 

Risk_par Risk_par Risk_ratio Risk_ratio 
Digital Inclusive Finance 0.0034*** 0.0016*** 0.0029*** 0.0011*** 

 (0.0008) (0.0018) (0.0007) (0.0016) 

Digital Inclusive Finance* Internet Penetration  0.0003***  0.0002*** 

  (0.0001)  (0.0001) 
Control variables Yes Yes Yes Yes 

N 9629 9629 9629 9629 
Pseudo R2 0.3040 0.3042 0.2956 0.2959 

6. Conclusions and Policy Recommendations 

Based on data from the China Household Tracking Survey 2018, this paper empirically 
examines the effect of digital inclusive finance development on household financial asset 
allocation and its mechanism of action. The findings find that, first, on the whole, the 
development of digital inclusive finance can significantly increase the participation probability 
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and allocation ratio of household financial assets. Structurally, the three secondary sub-
indicators of digital inclusive finance (breadth of coverage, depth of use, and degree of 
digitization) have a significant contribution to household financial asset allocation behavior, 
with the marginal effect of breadth of coverage having a more pronounced positive impact on 
household financial asset allocation. Further, this paper also explores the specific channels of 
influence, and finds that the development of digital financial inclusion promotes households' 
participation in financial asset allocation mainly through two channels: increasing household 
income and reducing market frictions. 
Based on the findings, this paper proposes the following policy recommendations: First, we 
should continue to promote the development of digital inclusive finance and improve the 
construction of supporting facilities in areas with low economic development. To a certain 
extent, the development of digital inclusive finance is limited by the level of regional 
infrastructure, and the poor construction of network digital and other infrastructure may lead 
to the inability of digital inclusive finance to penetrate into local households. In this regard, the 
government should improve the construction of supporting facilities in areas with low 
economic development levels and increase financial expenditures so that the hardware 
conditions for the implementation of digital inclusive finance can keep up with the development 
needs and provide a favorable environment for households to participate in the financial 
market. 
Second, promote financial knowledge through multiple channels to enhance residents' financial 
literacy. Compared with Western countries, residents in China have a weaker sense of 
investment and financial management, a conservative investment mentality and limited 
participation in the financial market, and most of them will choose risk-free monetary assets 
mainly bank deposits. A large part of the reason is that residents' financial knowledge reserve 
is insufficient, the cost of obtaining information is higher and the channels are fewer, and the 
misconception of risks leads to the lack of motivation of residents to participate in financial 
investment. Therefore, in addition to family members taking the initiative to learn financial 
knowledge, the government and financial institutions should also actively design and carry out 
differentiated financial education activities with the help of various means to guide families to 
establish correct financial investment concepts. 
Third, innovate financial products and service models and accelerate the integration of 
traditional financial institutions with digital technology. Traditional financial institutions 
should accelerate the reform of physical financial outlets and promote the joint development of 
online and offline financial services. At the same time, financial institutions should also provide 
differentiated products and services in response to market changes and household investor 
characteristics, especially for disadvantaged groups such as rural, low-income and low-
education groups, and meet the masses' demand for digital inclusive financial products from 
the supply side. Properly guide the flow of financial capital to poor and remote areas, stimulate 
the production of disadvantaged groups, and truly bring into play the inclusive nature and 
inclusiveness. 
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