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The Peer Effect and Its Economic Impact on High-Risk

Financial Market Participation

ZHANG Yongfeng' , LEI Jian®, LU Yao’
(1. Research Institute, The People’s Bank of China, Beijing 100032, China;
2. PBC School of Finance, Tsinghua University, Beijing 100080, China;
3. School of Economics, Nanjing University, Nanjing 210003, China)

Abstract : We examine the impact of peer behavior on residents’ participation in high-risk financial markets and discuss the
specific mechanisms and economic effects using data from CHFS in 2019. The findings suggest that peer behavior has a significant
promoting effect on residents’ participation in high-risk financial markets. Especially for male and urban residents, the same
group effect is particularly evident in high-risk financial markets, whereby peer behavior can alleviate information asymmetry in
risky financial market participation, provide informal credit support for residents, and reverse their risk attitude, thus promoting
their participation in high-risk financial markets. Further findings suggest that peer behavior not only increases the proportion of
high-risk financial assets held by residents but also helps to improve the return on high-risk financial markets. In addition,
digital platforms can amplify the peer effect concerning residents’” high-risk financial market participation. Finally, the funding
sources for financial market participation include both residents’ own preventive savings and external borrowing funds. This
article provides a new perspective for understanding the high-risk financial market participation behavior of Chinese residents.

Key words : high-risk financial market; peer effect; information asymmetry; risk attitude



