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“This study is devoted to examine empirically whether the composition of
an individual wealth (human wealth and financial wealth) has differing impact
on one’s propensity to invest in risky assets. We follow Bodie, Merton and
Samuelson’s (1992) and Chen and Lu's (2004) theoretical frameworks
assuming that an individual’s possession of human wealth determines one’s
tendency in investing in risky assets, and conduct empirical research by
employing cross-sectional and panel data from Survey of Consumer Finance.
“This results show that an increase in wealth (financial wealth or human
wealth) comes with an increase in investing risk assets, and that an individual

with a greater human wealth ratio has

assets. We also find that an individual’s a

eater tendency to invest in risky

has a negative relationship with

risky asset holdi

while the level of education has a positive relationship
with risky asset investments. Finally, we also find an interesting result from
panel data that shows human wealth's propensity to invest in risky assets
declines when one gets older. This agrees with the argument that individuals
adjust their risky asset holdings according to their ability to bear risk, in

terms of level of human wealth ratio.
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