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ABSTRACT

This study examined the characteristics of households categorized by debt burden levels
based on the debt-to-asset ratio: no debt, debt burden <40%, and debt burden >40%. The
40% guideline is based on the debt-to-asset ratio guidelines used in 2024 by the CFP and
AFPK certification holders in financial planning practices. The proportions of each group
were 48.8%, 42.3%, and 8.8%, respectively. Households exceeding the 40% guideline were
financially vulnerable, characterized by low levels of income, assets, and emergency funds,
as well as limited financial literacy. In contrast, households within the <40% guideline exhibited
strong financial stability, marked by high levels of assets, savings propensity, and financial
knowledge. Debt-free households prioritized emergency funds and demonstrated risk-averse
behaviors. The analysis of determinants for household types based on debt-to-income
ratios indicates that groups such as women, individuals in their 30s, unmarried households,
and those without homeownership are more likely to belong to the “no debt” or “over
40% debt” categories rather than the “under 40% debt” category.
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Table 1. Measurement of the variables

Variable Definition and measurement scale
Dependent . edebt to total asset ratio @ 0%, @ less than 40%(40% included), @ more
i Debt burden ratio
variable than 40%
Financial Debt related literacy esum of correct answers out of 4 questions, ranging from 0 to 4
behavior  Risk tolerance srisk averse(1) ---risk tolerant(5)
Monthly household «(1)<2 (2)2~2.49 (3)2.5~2.99 (49)3~3.99 (5)4~4.99 (6)5~6.99
income (million krw) (N7~9.99 ®=10
Monthly consumption «(1)=0.5 (20.5~0.9 (3)1~1.49 (4)1.5~1.99 (5)2~2.49 (6)2.5~2.99
expenditure(million KRW) (7)3~3.49 (8)3.5~3.99 (9)4~4.49 (10)4.5~4.99 (11)5~6.99 (12)=7
«(1D0 (2)=5 (3)5~<10 (H10~<20 (5)20~<30 (6)30~<50 (7)50~<70
Total debt(million KRW) (8)70~ <100 (9)100~ <150 (10)150~ <200 (11)200~ <300
(12)300~ <500 (13)=500
esum of financial assets, property assets and other assets
«(1)0 (2)<50 (3)50~ <100 (4)100~ <200 (5)200~ <300 (6)300~ <400
Total asset(million KRW)  (7)400~ <500 (8)500~ <600 (9)600~ <700 (10)700~ <800
(11)800~ <900 (12)900~ <1000 (13)1000~ <2000 (14)2000~ <3000
(15)=3000
eresident property, non-resident property(commercial buildings), buildings,
lands
Real asset «(1)0 (2)<50 (3)50~ <100 (4)100~ <200 (5)200~ <300 (6)300~ <400
Economic (million KRW) (7)400~ <500 (8)500~ <600 (9)600~ <700 (10)700~ <800
factor (11)800~ <900 (12)900~ <1000 (13)1000~ <2000 (14)2000~ <3000
(15)=3000
ecash, demand deposit (checking account), savings account, stocks, bonds,
mutual funds, savings insurance, deposit for lease (Jeonse/Wolse deposit),
Financial asset loans given out, contributed rotating savings and credit fund
(million KRW) «(10 (2)<10 (3)10~<20 (4)20~<30 (530~<50 (6)50~<70
(7)70~ <100 (8)100~ <150 (9)150~ <200 (10)200~ <300
(11)300~ <500 (12)500~ <1000 (13)=1000
Household 1r.1co.m ¢ and emonthly consumption expenditure to monthly household income
expenditure indicators
Emergency fund emonthly consumption expenditure to liquid asset ratio
eliquid assets: regular savings account, installment savings and CMA
esavings and investment to yearly household income
esavings and investment: regular savings account, installment savings,
Gross savings rate structured products, direct investment products, savings insurance, wrap
account products
eyearly household income: monthly household income 12
Gender emale, female(base)
Ageband *30s(base), 40s, 50-60s
) . «college graduate(base), high school graduate or below, postgraduate or
Socio Education
) above
economic
status Occupation epermanent employee(bas), non permanent/temporary, self employed,

Marital status

House ownership

pensioner/jobless
emarried, others(base)

yes(base), no




Table 2. Debt-related knowledge questions

SFAMRE 20 M2 JMIRYE 54 % 2E0l 655

Questions Accuracy rate
(1) Considering inflation, today's 100 won is worth more than 100 won in the future. 49.0%
(2) If market interest rates rise overall, bond prices will fall. 33.4%
(3) When inflation is expected to rise, the real interest rate decreases. 50.0%

(4) A deposit that pays 4% interest once a year and a deposit that pays 2% interest twice a

year yield the same amount after one year.

30.2%
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Table 3. Individual characteristics of the respondents

N=2500
Variables Category Frequency (%) Variable Mean S.D.
Male 1,245(49.8)  Debt knowledge 1.54 1.06
Gender _
Female 1,255(50.2)  Risk preference 2.10 1.18
Monthly income
30 866(34.6 536.7 260.34
° (34.6) (10 thousand KRW)
Consumption
A 4 1,311(52.4 16. 172.7
ge band 0s ,311(52.4) (10 thousand KRW) 316.6 3
Debt
23(12. 200. 710.47
Over 50s 323(12.9) (10 thousand KRW) 5,200.5 9,710
Financial Asset
<t
<high school 380(15.2) (10 thousand KRW) 26,030.4 30,462.4
Education  College graduate 1,844(73.8) E%altgzie;n 4 KRW) 38,528 56,551.94
Total asset
= d 274(10. 127 70,202.71
postgraduate (10.9) (10 thousand KRW) 68, 0,20
Permanent 1,599(47.7) Debt to asset ratio 0.14 0.70
. Non-regular/temporary 290(11.6)  Income to expenditure ratio 0.65 0.37
Occupation
Self-employed 197( 7.8)  Emergency fund 30.7 67.9
Pensioner/jobless 414(16.5) Gross savings rate 29.5 40.40
) Yes 1481(59.2) . yes 1,773(70.9%)
Marital status House ownership
o 1,019(40.7) no 29.0%)
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Table 4. Consumer type by debt burden

Category Frequency %
debt burden 0% 1,221 48.8
debt burden<=40% 1,058 423
debt burden)40% 221 8.8
total 2,500 100
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Table 5. Characteristics by type of debt burden (ANOVA, Cross Tab Analysis)

Category 0% {=40% 240 F, t
Monthly income (10 thousand KRW) 517° 573¢ 470° 21.18°"
Monthly expenditure (10 thousand KRW) 287 352" 305° 42.83""
Total debt (10 thousand KRW) 0 8,246° 19,348° 731.79"""
Eeonomic Total asset (10 thousand KRW) 62,082° 83,544¢ 27,714 70.36::
factor Real asset (10 thousand KRW) 33,122b 49,688¢ 14,966° 47.03
Financial asset (10 thousand KRW) 24,724 31,003 9,436 49.89""
Income to expenditure ratio 0.63 0.66 0.69 3.38°
Emergency fund 36.25°¢ 28.55" 11260 13.79""
Gross saving rate 28.74° 34.43¢ 10.73*  23.62°""
Financial Debt related knowledge 1.48° 1.65° 1.36*  10.39""
behavior Risk preference 1.97° 2.25° 208" 15827
30s 437(35.7%)  328(31.0%)  101(45.7%)
Ageband 40s 616(50.4%)  593(56.0%)  102(46.1%)  22.09""
50-60s 168(13.7%)  137(12.9%) 18( 8.1%)
Gender male 558(45.7%)  587(55.4%)  100(45.2%) 23.70°""
female 663(54.3%)  471(44.5%)  121(54.7%)
permanent 728(59.6%)  732(69.1%)  139(62.9%)
) non-regular/temporary 156(12.7%) 107(10.1%) 27(12.2%) .
. Occupation 39.60
Socio self-employed 85( 6.9%) 91( 8.6%) 21( 9.5%)
factors pensioner/jobless 252(20.6%) 128(12.1%) 34(15.3%)
<high school 203(16.6%)  138(13.0%) 39(17.6%)
Education college graduate 888(72.8%) 791(74.7%)  165(74.6%) 9.95"
=postgraduate 128(10.5%) 129(12.1%) 17( 7.6%)
. married 584(47.8%) 755(71.3%)  142(64.2%) .
Marital status 132.51
others 637(52.1%)  303(28.6%) 79(35.7%)
House yes 812(66.5%)  844(79.7%)  117(52.9%) 8639
ownership no 409(33.5%)  214(20.2%)  104(47.0%) )
"p<0.05, “*p<0.01, ~T*p<0.001
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Table 6. Factors influencing type of debt burden(mlogit)

Base: debt burden <=0.40 no debt debt burden)0.40

Real asset(In) -0.12""" -0.11""

Fin asset(In) 0.07 -0.21""
Economic ~ Monthly income(In) -0.05 0.03
factors Income expenditure ratio(In) -0.28"" 0.06
Emergency fund(In) 0.07"" 0.00

Gross saving rate(ln) -0.13 -0.30"
Fin. Debt related knowledge -0.01 -0.02
Behavior ~ Risk preference -0.10° 0.08
Age band (base=30s) 40s 0'37“* 70'39**
5060s 0.62 -0.56
Gender (base=female) male -0.24" -0.35"

. Education (base=college) <high school -0.14 -0.06
Socio = postgraduate 0.11 -0.25
factors Marriage (base=others) 0.90"" -0.63""

non-regular/temporary 0.02 -0.28

Occupation (base=permanent) self-employed -0.07 0.28
pensioner/jobless 0.52""" 0.00

House ownership (base=yes) no -0.31" 0.38

_cons -0.26 4.95
LR chi2 558.13
Pseudo R2 0.12

*p<0.05, “Tp<0.01, """ p<0.001
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