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Abstract 

Research concerning the financial well-being of Chinese American households is 

extremely limited.  This article examines factors that affect the probability that Chinese 

American households will hold debt.  Analysis of data from a survey of Chinese Americans in 

five Midwestern states in the U.S. indicated that 80.5% of the sample households held some type 

of debt. Factors associated with the probability that a Chinese American household would be a 

debtor included age, presence of children under 18, health, annual income, and amount of 

financial and non-financial assets. 
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Introduction 

U.S. consumers are heavy users of debt.  In 2008, total household debt in the United 

States topped out at $13.9 trillion, almost twice the amount recorded in 2000 (Lynch 2009).  

Failures in the subprime mortgage market in the 2000s precipitated the tightening of credit 

markets, which, in turn, triggered the worst economic downturn since the Great Depression.  In 

the wake of a deepening recession, consumers have become painfully aware of the fact that high 

debt levels and credit mismanagement contribute to financial insecurity. 

Nationally representative surveys of consumer financial attitudes, status, and behavior 

have greatly enriched researchers’ understanding of consumers’ use of debt and the effect that 

consumer debt holdings can have on consumer finances.  The structure of these surveys, 

however, limits their usefulness in the study of racial difference in consumer finance.  National 

surveys such as the Survey of Consumer Finances (SCF) or the Panel Study of Income Dynamics 

(PSID) classify an individual’s race as “White,” “Black,” or “other,” where “other” is a 

heterogeneous category that combines Asian, American Indian/Alaska Native, Native 

Hawaiian/Pacific Islander and any other race not specified.  Recently, some national surveys, 

such as the Survey of Consumer Finances, have begun reporting Hispanic origin either as an 

additional category of race or as an ethnicity that is separate from race. 

Use of “other race” to learn more about the financial behavior of non-White or non-Black 

individuals is problematic.  Individuals classified in “other race” can come from many different 

cultures.  Treating these individuals as a homogeneous group would not generate meaningful 

analytical results.  As a result, some researchers have excluded individuals of “other race” from 

analysis of financial characteristics, focusing simply on households headed by White and Black 

individuals (e.g. Chien and DeVaney 2001; Godwin 1998).  Other researchers have separated 
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Black from White and other races (e.g. Lee et al. 2007; Price 2004; Spencer and Fan 2002).  

Thus, although race and ethnicity have been consistently found to have an effect on consumer 

debt holdings (Duca and Rosenthal 1993; Crook 2001; Spencer and Fan 2002; Price 2004; 

Yilmazer and DeVaney 2005), it is largely a Black and White difference that has been measured.  

Other minority groups have not received adequate attention. 

Growing ethnic diversity in the United States makes it important to expand understanding 

of racial differences in financial characteristics and practice beyond White and Black.  Toward 

this end, Asian Americans are an important group to study.  Currently, Asian Americans are 

second only to Hispanics as the fastest growing minority in the United States (U.S. Census 

Bureau 2010)  

According to the 2010 U.S. Census, 4.6% of the total U.S. population (or 14.0 million 

individuals) identified themselves as Asian only (U.S. Census Bureau 2010).  These numbers do 

not include those who reported more than one race, but include those with and without a 

Hispanic background.  Asian Americans are a very diverse group, having immigrated to the U.S. 

from countries such as China, Japan, Korea, Philippines, Vietnam, Cambodia, Thailand, Laos, 

India, and Pakistan. Although they share similar cultures in “Confucian Dynamism” (Hofstede 

and Bond 1988), each of these countries have unique language, life style, cultural values and 

beliefs (Kim et al. 2001).   

Prior research on the demographic, social, and economic characteristics of Asians affirms 

the diversity present among Asian subgroups (e.g. Lien et al. 2003; Segal et al. 2002).  Sharpe 

and Abdel-Ghany (2006) note that this diversity, coupled with different histories in the United 

States, gives each Asian subgroup a unique cultural heritage, which may contribute to dissimilar 

economic status.  They studied the economic status of six large Asian subgroups residing in the 
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U.S. and found that, after controlling for differences in human capital and demographic 

characteristics, significant and unique differences remained among the Asian subgroups as well 

as between the Asian subgroups and Whites and African-Americans. 

Race and ethnicity often serve as a visible indicator or correlate of such things as culture 

and beliefs, which are factors that can directly influence personal economic well-being.  Thus, 

when seeking to learn more about the financial practice of Asians in the United States, it may be 

best to initially concentrate on a single Asian subgroup.  According to the 2009 American 

Community Survey, Chinese are the largest Asian ethnic group in the United States (U.S. Census 

Bureau 2010) and thus, an important initial group among Asians to investigate.   

This exploratory study uses original survey data to investigate the debt ownership of 

Chinese Americans, and to assess factors contributing to their probability of being a debtor.  This 

particular Asian group was selected because it is the largest Asian group within the U.S. (U.S. 

Census Bureau 2010).  In addition, focus on this one segment of the Asian population in the U.S. 

acknowledges differences among the various Asian groups within the U.S. Findings from this 

exploratory study extend understanding of the consumer financial behavior of the largest Asian 

American group in the U.S. and form a basis for further study of this group on a larger scale.  In 

addition, these findings may be helpful in developing educational programs that target the unique 

financial needs and concerns of this demographic group.  

Literature Review 

Financial Well-being of Asian Americans 

Differences in the financial well-being of households with various racial/ethnic 

backgrounds have been noted in prior research. Using 2000 Census data, Sharpe and Abdel-

Ghany (2006) compared the income level of six Asian groups in the U.S. They found that, as 
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compared with White households, Japanese American households had significantly more income 

whereas Chinese, Filipinos, Korean and Vietnamese immigrant households had significantly less 

income.  Poverty rates for Asian American groups vary, ranging from a low of 8.2% for Filipinos 

to a high of 14.2% of Koreans as compared with a 13.1% rate of poverty for the U.S. population 

as a whole.  Households headed by someone aged 65 and older tend to fare less well.  Poverty 

rates for older households range between a high of 19.2% for Koreans to a low of 5.9% for 

Japanese as compared with a 7.2% rate for the older population as a whole (DeNavas-Walt et al. 

2006; Reeves and Bennett 2004).  

Darity (1999) notes that, historically, Whites have held more financial wealth than 

minorities have held. Ulker (2009) also found that Whites hold a higher level of net worth as 

compared with minority groups, including Asian Americans. Cobb-Clark and Hildebrand (2006) 

pooled six Survey of Income and Program Participation datasets to study the wealth of U.S. 

households. The authors concluded that immigrant households from European and Asian 

countries had substantially more wealth than did the average immigrant household.  

Differences in spending patterns and debt management may contribute to wealth 

inequality between races.  Those researching racial difference in spending patterns have 

discovered that even after controlling for other potentially influential factors, as compared with 

other races, Asian Americans display significantly different expenditure patterns. Compared with 

otherwise similar White households, Asian Americans spent more on education (Fan 1997) and 

housing (Fontes and Fan 2006); however, they spent less on items such as fuel, utilities, 

household equipment, alcohol, and tobacco products (Fan 1997). Fan and Koonce-Lewis (1999) 

found that compared with African-Americans, Asian Americans spent more on food away from 



Running head: CHINESE AMERICANS’ DEBT HOLDING 7 
 

 

7 
 

home, entertainment, shelter, transportation, and health care and less on apparel, fuel, and 

utilities.  

In 2000, the homeownership rate for Asian Americans was 53%, which, according to the 

2007 report of the Asian Real Estate Association of America (AREAA), was lower than the 65% 

homeownership rate of the total population (Nakanishi 2007).  According to the U.S. Census 

Bureau (2007),  by 2004, Asian American homeownership had increased considerably to 62.8%, 

but it was still 4.3 percentage points lower than that of the total population (67.1%) and 11.1 

percentage points lower than that of non-Hispanic White households (73.9%). AREAA found 

that in 18 metropolitan areas, 25% or more of Asian American households had language barriers, 

a factor which could affect their ability to understand mortgage loan terms as well as the 

structure and function of the housing market as a whole.  

Chi and Laquatra (1998) analyzed factors that affected housing cost burden and found 

that Asian American households were more likely than otherwise similar non-Hispanic White 

households to have a higher risk of having excessive housing costs, even after controlling for 

housing tenure. It may be that Asian Americans tend to reside in areas in the U.S. where housing 

costs are high, such as the West and East coast.  It is also possible that Asian American 

households tend to view their home as an investment, and thus are willing to shoulder a 

relatively greater housing cost burden.  Coulson (1999) investigated factors that affected the low 

home ownership rates of immigrant and non-immigrant Asian Americans and found that being 

an immigrant substantially lowered Asian American households’ probability of homeownership. 

Some studies of homeownership have differentiated among Asian American groups. Painter et 

al. (2003) found that most Asian American groups were as likely as otherwise similar Whites to 
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own a home; however, Chinese American households were significantly more likely to own a 

home as compared with other Asian American groups. 

Factors Contributing to Debt Use 

Much has been written about factors that affect household borrowing behavior. 

Researchers have generally agreed that the likelihood of borrowing declines with age. Some 

differences have been found, however, regarding the age at which the decline begins to occur.  

Cox and Jappelli (1993) used the 1983 SCF data to examine factors that affected the stock of 

consumer liabilities. They found that debt levels were higher for successively older age groups 

until the household head reached mid-thirties and then debt levels declined. Crook (2001) 

examined data from the 1995 SCF and found that households headed by an individual over age 

55 had a reduced demand for total debt (measured as sum of mortgages, home equity loans, 

credit card and installment debt). Livingstone and Lunt (1992) examined factors that predict 

personal debt using survey data collected in the U.K. The authors found that younger households 

were more likely to be in debt than other households. Spencer and Fan (2002) used the 1995 SCF 

data to examine the probability that a household would be a saver, debtor, or a saver and debtor 

simultaneously. They found that the probability of being a debtor decreased over the life cycle. 

Lee et al. (2007) used data from the 2000 Health and Retirement Study to examine the 

probability of older Americans holding consumer and mortgage debt. Age was found to have a 

negative effect on the probability of holding total debt, consumer debt, and mortgage debt. 

Previous research was consistent in finding that female household heads were more likely 

to have more total debt than either male household heads or two-parent households (e.g. Lea et 

al. 1995; Livingstone and Lunt 1992; Lee et al. 2007). Crook (2001) found family size was 

positively related to the demand for debt. Duca and Rosenthal (1993) found a positive 
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relationship between family size and demand for credit by young households. Using a survey 

method to investigate factors correlated to consumer debt, Lea et al. (1995) found that 

households with younger children and families with more children living in the household had 

more debt. 

The effect of income on demand for debt was found to be positive by most researchers, 

but evidence of nonlinear effects also exists. Cox and Jappelli (1993) noted that the demand for 

credit was positively related to permanent earnings and negatively related to current income. 

Duca and Rosenthal (1993) used the 1983 SCF to study the extent to which borrowing 

constraints restricted household access to debt. They learned that the demand for credit by young 

households was positively related to income. Lee et al. (2007) found that the demand for total 

debt and mortgage debt increased with income. However, in a study of household debt demand 

using 1995 SCF data, Crook (2001) found a non-linear relationship between income and debt; 

current income was positively related to the desired amount of debt, but current income squared 

had a negative effect.  Chien and DeVaney (2001) used 1998 SCF data to examine factors that 

influenced credit card debt and learned that income was negatively associated with the amount of 

credit card balance. Baek and Hong (2004) used 1998 SCF data to study factors related to 

holding consumer debts and the amount of consumer debts held. The probability of having 

installment debt was found to decrease with income; and financial assets had a negative effect on 

ownership of installment debt and credit card debt. Non-financial assets had a positive effect on 

installment debt ownership but a negative effect on credit card ownership. Cox and Jappelli 

(1993) found a positive relationship between net worth and demand for credit. Duca and 

Rosenthal (1993) also found wealth to be positively related to the demand for credit. These 

findings suggest that less wealthy households are more likely to be credit constrained. However, 



Running head: CHINESE AMERICANS’ DEBT HOLDING 10 
 

 

10 
 

Crook (2001) and Lee et al. (2007) concluded that net worth was negatively related to the 

demand for debt.  

Crook (2001) noted that risk aversion was negatively related to the demand for debt. That 

is, households with higher risk tolerance were more likely to demand higher levels of debt. In a 

study of the probability of older Americans to hold debt, Lee et al. (2007) found self-perceived 

health had an effect on debt ownership. Those who reported having fair, poor or good health 

were less likely to hold mortgage debt than were otherwise similar respondents who reported 

excellent health. However, Grafova (2007), who used the Panel Study of Income Dynamics to 

study the relationship between non-collateralized debt and health behaviors, found that 

respondents who had less healthy lifestyles were more likely to hold non-collateralized debt. 

Controlling for other variables, household consumption level was higher if children between 7 

and 22 years were present as compared with households that did not have children (Lee and Huh 

2004).  

Debt Management of Asians and Asian Americans 

Only a few studies of the debt status and debt management of Asians and Asian 

Americans have been conducted.  By analyzing data collected in 15 Chinese cities in 2008, Liao 

et al. (2010) developed an overview of the financial well-being of Chinese households.  Results 

indicated that only 11.1% of urban Chinese households had any kind of debt.  They concluded 

that the credit market in China was underdeveloped and Chinese households were generally 

reluctant to borrow.  Wang and Moll (2010) studied education financing of rural Chinese 

households.  They found that private savings, rather than formal loans, was dominant in 

financing children’s education.   
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In a study of student loan borrowers in repayment, Baum and O’Malley (2003) examined 

the influence of debt burdens on repayment for student loan borrowers who had at least one 

federal student loan in the previous year. The authors found that Asian American students felt 

less burdened with their educational debt although they did not have significantly higher or lower 

undergraduate debt or total debt than White students had.  Compared with students from other 

races, Asian American students were the least likely to state a willingness to opt for lower 

payments, which implied they would repay their loans in a relatively shorter time frame resulting 

in lower overall cost. Whether Asian American students are better at debt management than 

students of other races is unclear because the authors also found that Asian American students 

also had the highest current earnings as compared with other students.  

Lyons (2004) sent an online random survey to 2,650 students at the University of Illinois 

to collect data to identify financially at-risk college students. White students and Asian students 

did not significantly differ in their likelihood to have credit card debt of $1,000 or more, to carry 

a credit card balance, or to be late in payments. Among those who had at least one credit card, 

Asian and Hispanic students were more likely to not pay their credit card balance in full than 

White students were. More research is needed to explore the reasons why Asian American 

students were more likely than White students to carry a credit card balance. 

In summary, there is evidence that the income and wealth levels of Asian Americans 

differ significantly from that of the White majority as well as the African-American minority in 

the U.S.  Prior research suggests that dissimilar patterns of spending and debt management may 

be a contributing factor in these differences in economic status.  Research concerning the 

financial well-being of the Asian American population is extremely limited.  In existing studies, 

the number of such households surveyed for national databases is typically too small for 
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statistical analysis as a separate group.  This article fills in an important research gap by 

collecting data from a survey of Chinese American households residing in Midwestern states and 

investigating the debt management behavior of the Chinese, the largest Asian American group in 

the U.S.  

Theoretical Framework 

The Life-Cycle/Permanent Income Hypothesis proposes that current household 

consumption does not reflect current income.  Rather, it is based on a fraction of household 

permanent income (Friedman 1957) or wealth (Ando and Modigliani 1963). Households are 

assumed to be forward-looking and able to estimate their ability to consume over the long run, 

thereby choosing a smooth level of consumption over their life time that will maximize utility.  

Hall (1978) suggested that, given rational expectations, the Life-Cycle/Permanent Income 

Hypothesis implies past income is not significantly related to consumption; consumers change 

consumption in response to news about future income. Flavin (1981) used a time-series analysis 

to quantify the magnitude of the adjustment in permanent income implied by a simultaneous 

change in current income. He found that the observed sensitivity of consumption to current 

income is greater than that predicted by Life Cycle/Permanent Income Hypothesis. In fact, 

consumption was found to be “excessively sensitive” to current income. This result can be 

interpreted as presenting evidence that for a credit-constrained consumer who is unable to 

borrow the amount needed to fund their optimal consumption level, consumption will be limited 

by current income.  

Implicit in this theoretical framework is the assumption that households focus on 

consumption and are willing to utilize debt to smooth their life-cycle consumption.  This idea 

may be shaped by culture.  Chinese Americans, influenced by the Chinese culture of being 
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thrifty, conservative, and debt-free (Fan 2000) may instead focus on savings and self reliance 

and, thus, engage in debt behaviors that are different from other American households.  Given 

this cultural difference in attitude toward debt, it is important to study the debt holding of 

Chinese American households.   

Hypotheses  

According to Life Cycle/Permanent Income Hypothesis, households should borrow when 

their income is low and pay down debt when their income is high in order to smooth their 

consumption level over their life cycle. Therefore, income is expected to have a negative effect 

on the probability that a household will maintain debt.  

Hall’s (1978) random walk model of consumption suggests that future income 

expectations will affect consumption.  Better economic performance is likely to be associated 

with higher job security and higher income. People who expect income to be higher in the future 

and seek smooth life-cycle consumption are more likely to use debt as a way of funding 

additional current consumption needs. Therefore, those who expect the economy to be better in 

the future are hypothesized to be more likely to have debt. 

Younger people are more likely to have limited capacity to borrow. When people face a 

borrowing constraint, they are less likely to acquire and therefore less likely to maintain debt. As 

people advance through their life cycle and move toward retirement, they would expect a 

significant drop in income to occur.  Therefore, debt should be gradually paid off. Age, then, is 

expected to have a nonlinear relationship with probability of a household having debt; positive at 

relatively younger ages, but negative at relatively older ages. 

The amount of non-financial assets held increases a household’s probability to acquire 

debt and would therefore be expected to increase its likelihood to maintain debt. Financial risk 
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tolerance level is expected to be positively related to likelihood of having debt. Risk tolerant 

households are more likely to invest in risky assets that provide a higher return than the rates 

they pay on their debt, and therefore would be expected to be less likely to pay off their debt.  

Method 

Chinese American Households 

Three major categories of U.S. households have a Chinese heritage: households whose 

members are Chinese citizens; households with a mixture of citizenships but with a Chinese 

heritage; and households whose members are U.S. citizens but with a Chinese heritage.  In this 

study, the term Chinese American household includes households in any one of these three 

categories, identifying those households with a Chinese heritage, regardless of citizenship or 

immigration status.   

Data  

Studying Asians in America presents challenges.  Existing national data on household 

financial status and behavior such as the Survey of Consumer Finances aggregates “Asian” with 

“other” in the public data release.  Even if one could disaggregate Asian from other groups, the 

problem remains that “Asian” includes several different Asian ethnic groups which are not 

necessarily homogeneous.  Consequently, original data were collected in the 2006 Survey of 

Chinese American Financial Well-Being to attempt to learn more about a specific Asian ethnic 

group, the Chinese.   

To learn about the debt behavior of Chinese-American households, selected questions 

from the 2004 Survey of Consumer Finances were used to develop a survey.  Authorization from 

the Federal Reserve Board was obtained to use the selected questions.  Other information 

collected in the survey included household demographic characteristics (e.g. age, marital status), 
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economic characteristics (e.g. income, assets, debts), and expectations regarding future events 

(e.g. self-perceived life expectancy). 

Data were collected from Chinese households located in five Midwestern states in the 

Northwest Central Region. The two largest cities (defined as the most populated without 

adjusting for area) in each of the five states were selected.  Focus on this region of the country 

was mandated by the funding agency.  Admittedly, restricting data collection to the Midwest 

could be considered a limitation of this study inasmuch as the Asian population in the United 

States tends to cluster on the East and West coast (Barnes and Bennett 2002).  The goal of this 

exploratory study, however, was to initiate study of the financial well-being of Chinese 

American households and to extend a call for further studies, at a national level, on this racial 

group. 

Although Dillman (1978) is a respected source of guidance for sampling methods, he 

gives little guidance on sampling rare populations.  Consequently, guidelines given by Kalton 

and Anderson (1986) for sampling a rare population were used.  Consistent with those 

guidelines, the DEX white pages online phone book (DEX 2008) was used to identify the 

households that had a Chinese surname. Mainland Chinese surnames are distinctly different from 

those of other nationalities.  Further, the selection of surnames was vetted by a Chinese national. 

A total of 1,957 Chinese American households were identified as the population:  1,463 

in Minnesota, 272 in Nebraska, 160 in Iowa, 36 in South Dakota, and 26 in North Dakota.  From 

this total population, every other household was selected, resulting in an initial random draw of 

979 households (half of the total population of identified Chinese American households in the 

region).  Phone calls were made to invite them to participate in the study.  A $10 Wal-Mart gift 

card was offered as an incentive to complete the survey.  
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Out of the households contacted, 242 households could not be reached due to reasons 

such as a number not in service, number disconnected, wrong number, fax number, no answer, or 

number always busy. Households that could not be reached on a first try due to no answer or a 

busy line were contacted two more times at a different time on a different day.  To maintain the 

sample size of half of the population, additional phone calls were made to randomly selected 

households from the remaining population until a total of 979 households were contacted.  

Since language barriers were expected, a Chinese version of the survey was prepared. 

Thirty-two households were not able to speak English.  For these households, a Chinese-

speaking person made follow-up phone calls to invite them to participate in the study. Only 

eleven such households were reached and, of those, only three expressed willingness to complete 

the survey.  

A total of 341 households (including the three Chinese-only households) agreed to 

participate in the research over the phone. One survey was mailed to each of these households.  

A Chinese version survey was mailed to those who spoke Chinese only. Among the households 

that received a survey, 158 households completed and returned a survey. None of these 

completed surveys were from the three Chinese-only households. Among the completed surveys, 

nine did not provide vital information such as level of income or market value of home; 

therefore, these surveys were not used in this analysis. The total number of respondents in this 

study was 149.  
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Variables  

The dependent variable was a dichotomous indicator of whether the household had any 

kind of debt, including mortgage loans, installment loans, credit card debt, and all other loans (1 

if yes, 0 otherwise).   

Independent variables were drawn from both economic theory and prior research.  

Demographic characteristics included the age and gender of the respondent and the presence of a 

related child(ren) under 18 in the household. Age was measured as a continuous variable. Since 

age was expected to have a non-linear effect on the likelihood of having debt, both age and age-

squared were included in the logistic model.  Very few respondents indicated a marital status of 

never married, separated or divorced, or widowed.  Since most respondents were married, 

marital status was not included in the multivariate analysis.   

Economic characteristics included amount of financial and nonfinancial assets, and 

amount of income. Because the distribution of these variables was right-skewed, a log 

transformation was used in the empirical analysis.  Relatively few respondents were retired, not 

currently working, or self-employed.  Consequently, employment status was not included in the 

multivariate analysis.  

Expectation variables included self-evaluated health status (excellent, good, fair, or poor), 

expectation of future economic performance (better, about the same, worse in next 5 years), and 

financial risk tolerance. Those who believed themselves to be in excellent or good health were 

treated as one group and those who considered their health to be fair or poor were treated as 

another group. In the multivariate analysis, those with fair or poor health were the comparison 

group.  Respondents that expected future economic performance to be better than the past five 

years were grouped together.  Those who expected future economic performance to either be the 
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same as or worse than the past five years were placed into another group.  The pessimistic group 

was the comparison group.  The risk tolerance level of respondents was categorized as either no 

risk or some risk. No risk was the comparison group.  Expectation of a substantial amount of 

inheritance or asset transfers in the future was not included in the multivariate analysis due to the 

small number of respondents who expected to receive such assets in the future.  

Data Analyses 

Univariate and frequency analyses were used to describe the characteristics of the 

respondent households and their debt holdings. Since the dependent variable was dichotomous, a	

logistic	model	was	used	for	multivariate	analysis.	The	model	examines	the	extent	to	which	

household	demographic	and	economic	characteristics,	expectations	of	future	economic	

conditions	and	risk	tolerance	affect	the	likelihood	that	respondents	will	have	debt.		It	should	be	

noted	that	one	household	reported	an	annual	income	of	$2	million,	making	it	an	apparent	

outlier.	The	original	survey	was	reviewed	and	no	data	entry	errors	were	found.	Multivariate	

analysis	conducted	with	and	without	this	particular	household	did	not	produce	significantly	

different	results;	therefore,	this	household	was	retained	in	the	data	analyses.	SAS	software,	

version	9.1,	was	used	for	statistical	analyses.		

Results  

Sample Households Characteristics  

As shown in Table 1, respondent age ranged between 24 to 77 years old.  The mean and 

median age of 42 was somewhat older than the median age of 37 for the U.S. Chinese American 

population (U.S. Census Bureau 2007).  The average household size of 3 matches the U.S. 

Chinese American population (U.S. Census Bureau 2007). Mean financial and nonfinancial 

assets had a broad range ($4,191 to $1.4 million and $0 to $1.1 million, respectively).  For both 
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types of assets, the mean exceeded the median, doubtless due to relatively large top values in 

each asset category.   

At $85,000, sample median household income was considerably higher than national 

median income of U.S. Chinese Americans ($57,433) (U.S. Census Bureau 2007).  The sample 

income distribution was highly skewed due to one respondent’s report of $2,000,000 annual 

income.  

The majority of the respondents (81.5%) had some kind of debt, including mortgage and 

installment loans, credit card debt, and margin loans. Means for each type of debt exceeded 

medians, indicating one or more relatively high top values.  For example, the average mortgage 

debt was $132,864, but the median was $120,000.  

Type of debt by respondent characteristics is detailed in Table 2.  In general, debt 

holdings appear to be a result of lifecycle stage, need and resources.  Close to three-quarters of 

the sample (71.8%) held a mortgage debt.  Among those with a mortgage, a relatively higher 

proportion was married and had minor-aged children, reflecting a typical pattern of home 

ownership during the child-rearing years.  Close to one-fifth of the sample (19.5%) reported no 

debt holdings.  A little over 5% held auto debt and 3.4% reported other debt. 

Study respondents were well educated; over 80% had a graduate degree.  The educational 

attainment level of this sample is higher than the total Chinese American population in the U.S. 

(50.2% with a Bachelor’s degree or higher) (U.S. Census Bureau 2007).  This finding may 

reflect sampling in locations where a college and university existed.  A higher proportion of 

those with a bachelor’s degree or graduate degree held debt as compared with those with lower 

education levels.  For these individuals, mortgage debt was the most common type of debt held. 
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There were 45 female respondents and 104 male respondents. The majority of the 

respondents (88.6%) were married or living with a partner.  The married and previously married 

(divorced or separated) typically held mortgage debt.  Interestingly, a large proportion of the 

never married reported no debt.  About three quarters (71.8%) of the total respondents had at 

least one related child under age 18 living with them. Among those with children, mortgage debt 

was the most common type of debt held (59.7%) 

The majority worked for someone else.  These individuals typically held mortgage, auto, 

and other debt, whereas the self employed tended to have mortgage and other debt.  The not 

working held mortgage debt.  The retired held no debt.  Small sample size limits generalizability 

of these results, however.  

Homeowners accounted for 81.2% of the total respondents. Homeowners held auto and 

other debt as well as mortgage debt.  As expected, renters held no mortgage debt, but did hold 

auto and other debt.   

Overall, respondents appeared to believe their financial future would depend on their own 

choices and efforts as only 4.0% expected to receive an inheritance.  Most were optimistic about 

their future.  Three quarters (74.5%) of the respondents were in excellent or good health and had 

a debt; 18.1% were in excellent or good health and were debt-free. Over half of the respondents 

were of the opinion that, as compared with the past five years, the U.S. economy would perform 

equally well or better in the next five years. Close to three-quarters of the sample (71.8%) were 

willing to take on average or above average risk for average or above average returns; 8.7% 

would take high risk for high returns.  About 20% of the sample was not willing to take any risk.  

Respondents at every level of risk tolerance held some debt, most commonly mortgage debt. 
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Multivariate Results 

After controlling for other variables, the relationship between age and likelihood of 

Chinese American households to have debt was nonlinear, first increasing with age, and then 

subsequently decreasing with age.  This result was consistent with research on other types of 

American households (Cox and Jappelli 1993) and confirmed our hypothesis.  Unlike other 

American households (Lea et al. 1995), Chinese American households with related children 

under 18 were 90.7% less likely to have debt than otherwise similar households without young 

children.  

Amount of financial assets was significantly and negatively related to the likelihood of 

households holding debt.  On the other hand, the amount of non-financial assets was significantly 

and positively related to household being a debtor.  These results were consistent with results 

found for other American households (Beak and Hong 2004).  Consistent with most previous 

literature (e.g. Duca and Rosenthal 1993; Lee et al. 2007), income had a significant positive 

effect on a household’s likelihood to borrow.   

In contrast to other American households (Lee et al. 2007), Chinese American 

households whose respondents perceived themselves to be in excellent or good health were 

56.9% less likely to be a debtor as otherwise similar households whose respondents were in fair 

or poor health.  All else equal, gender and risk tolerance were not significant factors in debt 

holdings of Chinese American households.  These findings are unique for Chinese Americans.  

Previous research that studied American households found that females were more likely than 

males to have more total debt (Lea et al. 1995; Livingstone and Lunt 1992; Lee et al. 2007) and 

risk tolerance had a positive effect on debt holding (Crook 2011).   

Discussion and Implications 
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Previous research on the financial well-being of Asian Americans is extremely limited.  

This article fills in an important research gap by investigating the debt management behavior of 

the Chinese, the largest Asian American group in the U.S., using data collected from a survey of 

Chinese American households residing in five Midwestern states. Univariate and frequency 

analyses were used to describe the characteristics of the respondent households and their debt 

holdings. A logistic model was used to identify factors that significantly affected the probability 

of a Chinese American household to borrow.  These factors included age, presence of children 

under 18, health, annual income, and amount of financial and non-financial assets.   

Hypothesized and actual test results are summarized in Table 4.  As hypothesized, the 

relationship between age and likelihood of having debt is nonlinear.  As age increases, likelihood 

of holding debt also increases, but only to a point.  For younger individuals, it may be as Flavin 

(1981) implies, credit constraints prevent them from borrowing as much as desired, and thus 

these individuals can only spend from current financial resources.  Typically, as a person ages, 

earning capacity also grows.  Toward midlife, credit constraints may relax since access to greater 

financial resources increases his or her capacity to repay debt.  At older ages, need for debt may 

decrease and financial behavior may turn to repayment of prior debt and saving for retirement.   

As hypothesized, financial assets are negatively related to and non-financial assets are 

positively related to the likelihood of Chinese American households having debt. Controlling for 

other factors, having a large amount of financial assets decreases the need for a household to 

borrow.  Having a sizable amount of non-financial assets increases such need.  The relationship 

between various types of assets and debt may also reflect relying on debt to purchase non-

financial assets, for example, using a mortgage to purchase a home.   
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Contrary to expectations, income level was positively related to debt holding.  This result 

may reflect some unique aspects of the Chinese culture.  Credit and debt are relatively new 

concepts to Chinese citizens (Chen 2004; Liao et al. 2010).  Having ties to a country where most 

purchases are made with cash, debt may not be an acceptable option for low income households 

who are aware that debt needs to be repaid with interest in the future. It may also be that high 

levels of debt for those with relatively higher income reflect relatively higher mortgage balances.  

In a study of Chinese cultural values, Fan (2000) concludes that there are “certain core 

cultural values that are held in common by the Chinese people, no matter where they live” (p. 4).  

Among these core cultural values are moderation, thrift, prudence, being conservative, and 

taking a long range view (Fan 2000; Liao et al. 2010).  These values would be consistent with 

borrowing to fund long term investments such as a home purchase in contrast to using debt to 

finance short term consumer spending.  Indeed, we find in the results of this survey that almost 

72% of the survey respondents were homeowners with mortgage debt.  Only 5% of the sample 

held an auto loan.  And, only about 3% of the sample had other types of consumer debt. 

Regarding survey respondents with little to no debt holdings, it is possible that some 

survey respondents were Chinese university students that planned to return to China when their 

education was complete.  Individuals in this group might be relatively less likely to hold debt 

especially for a long term purchase such as a home, due to their short expected residency.  As 

one respondent commented on the survey, “We will go back to China after we receive our 

graduate degrees. We don’t plan to invest in stocks or buy a house.”  

Expectations of future economic performance and financial risk tolerance were found to 

have no significant effect on the likelihood of Chinese American households owning debt.  This 

finding supports the notion that, regardless of expectations of future economic performance and 
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individual risk tolerance, living debt-free or with debt limited to long term investments such as a 

home reflects Chinese culture.   

This study has several limitations. One is the lack of knowledge regarding respondent 

immigration status, duration of U.S. residence, and level of English proficiency. Another 

limitation is that the sample was chosen according to last name listed on the DEX white pages 

online phone book. Households with no landlines or households with Chinese residents that 

listed a non-Chinese household member’s surname in the phone book could not be identified nor 

contacted. Given the limited variation in marital status, it was not possible to investigate the 

relationship between marital status and debt holdings. It is also a relatively small sample 

collected in one section of the U.S.  Funding for data collection carried the mandate that the 

findings benefit a localized region. Admittedly, this mandate limits the generalizability of the 

results of this study.  Nonetheless, this exploratory study takes an initial step into the 

investigation of Chinese American households’ financial status, debt holdings, and financial risk 

tolerance and provides a basis for further study at a national level. 

The Chinese American population is the largest Asian American group in the U.S. and 

their numbers continue to rise (Bernstein 2004). Those among this group that have little 

experience in the American economy could benefit from financial education related to operation 

of U.S. financial markets.  Financial services could be designed to help Chinese Americans plan 

for their financial future in a manner consistent with Chinese cultural values.   

The historic aversion of the Chinese to debt could be both a strength and a weakness in 

the U.S. economy.  It is a strength insofar as it enables them to build a strong financial base that 

is not threatened by excessive amounts of consumer debt or subject to loss in uncertain financial 

times.  It may be a weakness, however, if it limits home acquisition, since most home buyers 
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would need a mortgage.  Financial education may help them improve their understanding of the 

ways that debt leverage can help smooth consumption over the life cycle. Appropriate use of 

debt can help households improve their quality of life as well as spur economic growth through 

an increase in market purchases.  At the same time, excessive debt can become a financial 

burden to households and lenders, as proven by the recent sub-prime lending crisis. 

Chinese individuals who have been taught the Chinese culture of being thrifty, 

conservative, and debt-free living in the American culture of consumption on credit must choose 

which life style to live.  Consequently, issues of whether to borrow and how much to borrow 

have become practical questions for Chinese American households. Financial planners can help 

these households determine answers to some of these questions. Being reluctant to borrow can 

impose opportunity costs to Chinese American households because the cost of debt may be lower 

than the returns from investments. Chinese American households may benefit from education on 

investments and their associated risks so that they can optimize their investment portfolio, 

accumulate more wealth faster, and achieve their financial goals.  

Future research should continue to investigate the financial status and behavior of 

Chinese American households.  It would be especially helpful to gather data from Chinese 

residents in the large urban areas of the U.S., such as New York, Los Angeles, or San Francisco.  

Conducting such research in various regions of the U.S. would enrich understanding of the 

financial behavior of Chinese Americans.  It would also make it possible to further evaluate 

whether or not Fan’s (2000) assertion that Chinese cultural values transcend location holds 

across regions in the U.S.  Larger sample sizes that identified immigration status would allow 

comparison of the financial behavior of recent immigrants and U.S. born Chinese Americans, 

improving understanding of the role that enculturation may play in financial behavior.     
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Comparisons of Chinese Americans should also be made with other Asian sub-groups as 

well as with households that have other racial and ethnic backgrounds.  Reasons for similarity 

and difference in debt acquisition and management among various racial and ethnic groups 

should continue to be pursued to increase our understanding of the role that race and culture play 

in financial behavior and improve our ability to help households increase their financial security 

in a country that is becoming increasingly racially and ethnically diverse. 
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Table 1  

Age, Household Size, Financial Assets, Non-financial Assets, and Annual Income of Respondent 

  Minimum Maximum Mean Median 		 		
Age 24 77 42 42 		 		
Household Size 1 5 3 3 		 		
Financial Assets $4,191  $1,391,247  $189,508  $86,093  		 		
Non-financial Assets $0  $1,100,000  $39,312  $20,000  		 		
Annual Income $10,900  $2,000,000  $105,976  $85,000  		 		
Mortgage Debt $0 $790,000 $132,864 $120,000 		 		
Auto Loan $0 $46,000 $3,436 $0 		 		
Other Debt $0 $400,000 $6,456 $0 		 		

  		 		 		 		 		 		
Note. Total number of respondent = 149. 		 		 		 		 		
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Table 2  

Being a Debtor by Respondent Characteristics 

Household Characteristics Mortgage Auto 
Loan Other No Debt Total 

            
Education of Respondents           

Less than High School Diploma 0.00% 0.00% 0.00% 0.67% 0.67% 
High School Diploma 1.34% 0.00% 0.00% 0.67% 2.01% 
Associate Degree or Some College  0.67% 0.00% 0.67% 0.00% 1.34% 
Bachelor’s Degree 10.74% 0.67% 1.34% 0.67% 13.42% 
Graduate Degree 59.06% 4.70% 1.34% 17.45% 82.55% 

Gender of Respondents           
Male 50.34% 4.03% 2.01% 13.42% 69.80% 
Female 21.48% 1.34% 1.34% 6.04% 30.20% 

Marital Status           
Married/Living with Partner 67.11% 4.03% 2.68% 14.77% 88.59% 
Divorced or Separated  4.03% 0.67% 0.67% 0.67% 6.04% 
Never Married 0.67% 0.67% 0.00% 4.03% 5.37% 

Presence of Related Children < 18           
Yes 59.73% 4.03% 1.34% 6.71% 71.81% 
No 12.08% 1.34% 2.01% 12.75% 28.18% 

Employment Status           
Working for Someone Else 63.76% 5.37% 2.01% 18.79% 89.93% 
Self-employed 4.03% 0.00% 1.34% 0.00% 5.37% 
Not Currently Working 4.03% 0.00% 0.00% 0.00% 4.03% 
Retired 0.00% 0.00% 0.00% 0.67% 0.67% 

Home Ownership           
Homeowner 71.81% 1.34% 2.01% 6.04% 81.20% 
Renter 0.00% 4.03% 1.34% 13.42% 18.79% 

Self-reported Health Status           
Excellent 30.87% 2.68% 2.68% 8.72% 44.95% 
Good 35.57% 2.01% 0.67% 9.40% 47.65% 
Fair 4.70% 0.67% 0.00% 1.34% 6.71% 
Poor 0.67% 0.00% 0.00% 0.00% 0.67% 

Expecting Substantial Amount of 
Inheritance or Asset Transfer           

Yes 2.01% 0.00% 0.67% 1.34% 4.02% 
No 69.80% 5.37% 2.68% 18.12% 95.97% 

Expectation of Economy Performance           
Better 24.16% 2.01% 2.01% 8.72% 36.90% 
Same as Now 14.09% 1.34% 0.00% 3.36% 18.79% 
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Worse 33.56% 2.01% 1.34% 7.38% 44.29% 
Financial Risk Tolerance           

No Risk 12.75% 0.00% 2.01% 4.70% 19.46% 
Average 31.54% 3.36% 1.34% 7.38% 43.62% 
Above Average 22.82% 0.67% 0.00% 4.70% 28.19% 
High  4.70% 1.34% 0.00% 2.68% 8.72% 

		 		 		 		 		   
Total 71.81% 5.37% 3.36% 19.46% 100.00% 
		 		 		 		 		 		
		 		 		 		 		 		
Note. Total number of respondent = 149. 		 		 		 		 		
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Table 3  

Logistic Analysis of the Likelihood of having Debt 

Parameter Coefficient Odds Ratio 
Intercept -24.890 **   
Age 0.1067 * 1.113 
Age2 -1.7874 † 0.167 
Male -0.3586   0.699 
With child(ren) under 18 -2.3755 ** 0.093 
Ln(financial assets) -0.6511 * 0.521 
Ln(non-financial assets) 1.4907 ** 4.440 
Ln(annual income) 1.2101 † 3.354 
Good health -0.8408 † 0.431 
Expect economy to be better 0.2051   1.228 
Some risk 0.0386   1.039 
Concordance 88.4% 
Chi-square test of the likelihood ratio 42.2873 < .0001 

        
† p < .10, * p < .05, ** p < .01       
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Table 4  

Hypotheses Test Results 

Variable Hypothesized Effect Actual Effect 
Age + + 
Age2 - - 
Income - + 
Financial assets - - 
Non-financial assets + + 
Expect economy to be better + NS 
Tolerate some risk + NS 

  		 		
Note: + positive effect,  - negative effect,  NS not significant 
		 		

 
 
 
 
 
 
 
 
 
 


