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The consumption smoothing of Guangdong Province’ s

inhabitants based on the China family panel studies
TIAN Fengping ', YANG Ke’
(1. School of International Business, Sun Yat-sen University, Guangzhou 510275, P. R. China;
2. College of Economics and Management, South China Agricultural University , Guangzhou 510642, P. R. China)

Abstract: This paper tests implications of full consumption insurance. With observations on consumption and
income in 2 years from the China Family Panel Studies, the results for the two specifications ( exponential utility
and power utility) are consistent with full consumption insurance. Individual consumption responds to aggregate risk
but not to idiosyncratic risk. The changes in household income are not significant to consumption. Under
consideration of financial development, the results show that, financial development has no significant effect on
individual consumption respond to aggregate risk, while it has a significant effect on the contribution of income to
the consumption for one specification ( power utility) .

Key words: consumption insurance model; consumption smoothing; China Family Panel Studies;

financial development
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