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The Determinants and Implications of Savings Rate of Chinese

Urban Residents in the Era of Population Aging

DU Yang FENG Yonggang
(Chinese Academy of Social Sciences, Beijing, China)

Abstract: The acceleration of population ageing has already characterized the Chinese economy and will continue
to be one of the fundamental constraints of economic development in the future. Utilizing the data from urban house-
hold surveys, this paper explores the channels of how population ageing affects savings rate of Chinese urban resi-
dents. The regression results show that an increase of one unit in the ratio of pension wealth to current income would
decrease the savings rate of Chinese urban residents by about 1.13% to 1.51%. Among intertemporal incomes, pen-
sion wealth explains the most variation of savings rate. In addition, in response to savings rate with respect to pension
wealth, the aged cohorts are more responsive than their younger counterpart. The amount of pension wealth is deter-
mined by the institution of pension system. After examining the last two rounds of reforms on pension system, the
change of pension wealth caused by reforms can affect the savings rate of urban residents. Considering that it takes
time for China to transform its growth pattern from the one characterized by high savings and high investments to the
one driven by TFP growth, to avoid rapid decrease of savings rate, China must stick to the principle in pension system
of supporting the very basic needs with comprehensive coverage.

Keywords: Savings Rate of Urban Residents; Population Ageing; Pension Wealth; Pension System
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