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Abstract

In this paper, we analyze financial asset choice behavior of Japanese households.
Especially, we focus on whether liquidity constraint decreases the amount of
household's risk asset or not. To investigate this, we first empirically examine which
types of households suffer from liquidity constraint, based on micro data. We use
sequential probit model to discriminate decision making of households from that of
financial institution explicitly. Then, we estimate household's demand function for
risk asset by using probability of liquidity constraint obtained from the first step, and
examine the relationship between liquidity constraint and household's asset choice
behavior.

From our research, we found simple probit model thathas been adopted in previous
articles would not estimate liquidity constraint adequately. Further, the more
households suffer fromliquidity constraint, the lower households hold amount of risk
asset. Our result reveals one of the reasons why Japanese households tend not t hold risk

asset
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