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A5 75t L —
Yl (b 22) WM Chrife22)
Panel A Bifi i ] 25 4k (9 25
SRICR FKUEAE S T (T 00) 5.489(4. 472) 6.498(6. 394)
fagr i 3 (778 2.07(1.411) 2.118(1.576)
KA KA o0 0.369(0.518) 0. 373(0.528)
A R AR 3 (O g0 0. 533(0. 726) 0. 541(0.793)
223 3 15 323 38 45 3 O o) 0.581(0. 933) 0.75(1. 642)
i FH it i 3 =2 8 O 70 0.611(2.607) 1. 085(4. 179)
HOH SO PUH SRR SR 3 (T 0 0.807(1.267) 0.917(1. 692)
BT R A P 97 A 32 s (7 o) 0. 228(0. 487) 0.323(1.38)
HoAt 7 2% HoAb 7 2% 3 H (7 90) 0. 058(0. 361) 0.075(0. 801)
SEBRAFIA Z i WA AR A (T 78D 3.434(2.333) 3.961(2.917)
WA T¥ AR Ot/ HD 0.326(0.188) 0. 412(0. 254)
LEROEITE WA T.¥8 X 12— SERRAEILA (JT0) 0. 483(1. 802) 0. 986(2. 036)
oAl S S HoAll 5 B2 AR 5% 97 B 4 WA (7 0D 3.001(3.91) 4.144(7.511D)
3 5 e 7 5 BT H (7 78) 64. 818(97. 894) 76.959(211. 917)
i fs FKBE BT I0) 5.256(19. 833) 6. 684(31.72)
KEFE REXRTEEFEMER. 2=1 0.143(0. 35) 0.126(0. 332)

it 23 R AR
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EALS ST A Rl R P E B X B (A 0. 878(0.793) 0. 884(0. 791)
A el =1 0. 698(0. 459) 0. 71(0. 454)
KU KiF=1 0. 086(0. 28) 0. 065(0. 246)
ek g H TR # i e s fd =1 0.597(0. 491 0. 548(0. 498)
AR L 16 % KX LLF F 4R ) 0.16(0. 169) 0.148(0.167)
EAE LA 65 % LA I Z4F H il 0. 036(0.107) 0.041(0. 119)
B gl B TAE AL BUN Sl B =1 0. 359(0. 48) 0. 319€0. 466)
Aol TAERA A Al =1 0.597(0. 49) 0. 609(0. 488)
e BURF AR TAERAL AR BUFH A =1 0.016(0.126) 0.011¢0. 106)
Ho At 25z TAE AL HAZE R =1 0.027(0.163) 0. 06(0. 238)
Panel B AN B i [ 7% 4 1) 25
P BrE=1 0. 604 (0. 489)
AE 2015 4F 8 A IHARE IR (%) 42.955(9. 436)
XH XEH=1 0.014(0.116)
N NE=1 0. 083(0. 276)
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Can Prospect Theory Explain People’s Consumption Behavior?

LI Jiangyi
(Sichuan University, Chengdu, China)

Abstract: This paper studies whether reference dependent preference in prospect theory can explain consumption
theoretically and empirically. We find that, theoretically. optimal consumption will increase as the expected reference
point increases. Using data from China Household Finance Survey, we test this theoretical hypothesis and find that
people use expected income as the reference point in consumption decisions. The difference between expected income
and actual income increase by 10000 Yuan, consumption, especially subsistence consumption, will increase by 1.6
percent and the average propensity to consume will increase by 3. 6 percent. Further studies show that loss aversion
and risk preference are two reasons why people have reference dependent preference. On the one hand. when the
actual income is lower than the expected income, people will experience relative losses, which will encourage people to
increase consumption to make up for the negative utility of the relative loss. On the other hand. when the actual in-
come is lower than the expected income, people will prefer risk and their utility function will be convex, which makes
marginal utility increase as consumption increases. Lastly, we {ind that women who are young and with high education
have strong reference dependent preference. This paper provides new evidence for the hypothesis of diminishing
marginal propensity to consume (MPC) . that is, one of the reason why low-income groups have higher MPC is that
they experience relative loss of income.
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