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How the Life Expectancy Affects the Household Savings:
the Theory and Empirical Analysis Based on China
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Abstract: Studying the cause of continuely climbing Chinese household savings and seeking possible solutions to leverage
the domestic demand this article builds an theoretical model of how expected life span affects savings in the framework of life
cycle theory. The econometric test using China’ s inter-provincial data shows that life expectancy has a significant positive effect
on household savings In the sample period the increase of life expectancy contributes 36. 91% of total household saving growth
rate. After controlling the caring burden of aged people the estimated life expectancy parameter becomes smaller. It means that
the increase of older population can have a negative effect on savings.
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