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China: Domestic Nongovernment Savings
(In percent of GDP)
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Should corporate savings influence
household consumption and
savings?

= Yes.

= Corporate saving decisions influence household (real) income, as
they are tied to labor demand and pricing decisions.
= Moreover, households are the ultimate corporate owners.
= Arise in corporate savings may lower (dividend) income,
but ...
= ... it increases household equity wealth.
But with caveats.
= Must not be credit constrained.
= Households must perceive clear link between their equity wealth
and future income, and adjust personal savings to offset wealth-
neutral changes in corporate savings.



= Do households offset the savings behavior of
corporates?
= Global picture.
= Behavior in emerging-Asia.
= What about China?

= \What are the policy implications?



iterature on corpgrat— and
household savings looks ...

(

= .. at both direct evidence of interaction and indirect
evidence.

= Direct. Do changes household savings offset changes in
corporate saving behavior (Poterba, 1987)7

= Indirect. Does private consumption respond sub-optimally to
changing dividend income rather than household wealth
(Auerbach and Hassett, 1989)?
= Literature limited, but generally indicates that
household and corporate savings are offset in the US.
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Private and Corporate Savings
(In percent of GDP)

TN
o

W
o

n
(@)]
=
>
@©
n
o
)
)
=
| -
o

10 15 20
Corporate savings

Sources: United Nations; CEIC Data Company Ltd.; and IMF staff calculations.
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Household and Corporate Savings
(In percent of GDP)
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Sources: United Nations; CEIC Data Company Ltd.; and IMF staff calculations.
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China: Domestic Private Savings
(In percent of GDP)
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Corporate Savings Offset by Households
(In percent of corporate savings)
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Selected Equity Markets: Dividend Yields

(In percent per annum; 12-month moving /
average)
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Nhat are the policy implications?




Corporate Savings and Per Capita
Income
(In percent of GDP; US$ thousands)
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Domestic Enterprise Investment Spending
(In percent of GDP)
20

-+-Shareholding and private 1/
—State owned
—Other, principally limited liability

2004 2005 2006 2007 2008

Sources: CEIC Data Company Ltd.; and IMF staff calculations.

1/ Excludes listed corporates.

China: Net Capital Raised by the Nonfinancial Sector
(In percent of GDP)
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1/ Year-to-date at September 2009.
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Household Saving and Financial Income
(In percent of disposable income)
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