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Abstract

assets, such as shares, debentures, deposits, insurance, and others, in favor of 

real assets, including land, buildings, and bullion. This paper assesses factors 

-

vey Organization’s Debt and Investment survey, we use logistic regression to 

households with higher proportions of wealth invested in land and buildings 

gold and ornaments, more education, salary earners in the family, and higher 

results of the study can be helpful in understanding the relationship between 
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1. Introduction

“Thanks to its love for real estate investments, India is in a curious 

 (Tilotia, 2015)

The Indian economy appears to have its fundamentals right, with its 

young population and corresponding low dependency ratio, healthy savings 

and investment rates, and increasing integration into the global economy. 

productive enterprises in the economy is the pattern of saving and investment 

by the households. Are Indian households holding their assets in the right 

continues to be dominated by property and other real assets, with most wealth 

Institute, 2020). This is not unusual in less developed countries which places 

are more important in rich countries (Davies et al., 2011, 2017).  Worldwide 

55.2% to 50.2%, before climbing to 55.0% in 2014 (Davies et al., 2011, 

accounts are favored in transition economies and some higher income Asian 
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2020). 

holdings (shares, debentures, insurance, and deposits) in general and shares in 

particular. We employ a series of regression methods to understand the role of 

household asset structure – especially preferences for real estate and bullion 

assets, debt position, wealth position, interest rates, land prices, and other 

for the entire national sample, rural and urban sub-samples, and sub-samples of 

households with farmers and salaried workers. To solve the problem of a large 

asset investment, further analysis using a two-stage regression is performed to 

check the robustness of the basic models.

 

household investment patterns in India and then presents a simple conceptual and 

empirical framework to explain the role of household asset portfolio structure 

regression analysis and interprets the results. Finally, we conclude and bring 
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2. Background and Conceptual Framework

-

ports that an average Indian household holds nearly 77% of its total assets in 

real estate, including buildings and rural and urban land. Cumulatively, 84% 

of household wealth is hoarded in real estate and durable assets. The largest 

portion of wealth for Indian household’s approaching retirement is held in 

land and housing. On the other hand, while 11% of assets are in gold, only a 

publicly traded shares, mutual funds, life insurance, and retirement accounts 

Indian context.

(and Reserve Bank of India in earlier years) gives us a good disaggregated 

picture of the composition of household assets. Their analyses for 1971-72 

 

to 24%, respectively, of rural asset-holdings over the four survey rounds from 

1971 to 2002. On the other hand, buildings occupied 35% to 38% of urban 

asset-holdings, while land occupied 32% to 38% of asset shares for households 

surveyed in three decennial surveys in 1981 to 2002. Thus, the patterns are 

rural India is heavily land-dominated. Rural India has a typical pattern in which 

buildings account for the majority of wealth for rural households, but there is 
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a greater emphasis on landholdings for rural households in the richest wealth 

wealth (King & Leape, 1987). The share of assets held in capital equipment, 

non-farm business equipment, and transport equipment has increased over 

time, but their overall weight remains small. 

In urban areas, land and buildings comprise of between two-thirds and 

three-fourths of the total value of assets, with buildings being somewhat more 

dominant than land. The third most important asset component in urban areas 

overtaken the former in 2002-03. Between 1981-82 and 2002-03, the shares 

weight of the rural population in total population, the overall picture is still 

To visualize the patterns of household asset portfolio allocation of  

Indian households across the three decades under study, we graph the percentage 

allocations of each asset type in stacked percentage charts (see Figure 1). We 

marked growth in the percentage value of real estate assets (land and building) 

in Indian household portfolios, on average. This change, which goes against 

the expected pattern even in urban households, is surprising during a period 

pattern takes an unexpected a U-turn between the 2003 and 2013 rounds of 

decreased. This can be attributed to a change in the methodological approach 

towards valuing assets between the 59th and 70th rounds of the Debt and 
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three rounds, some changes have been made over the years. In the 70th round, 

the values of land and buildings were recorded as per their normative values, 

whereas in the previous rounds, the values were recorded as reported by the 

valuation of land and building assets.

Figure 1:

assets and dominance of physical assets in Indian household portfolio, we too 

witness heterogeneity in Indian household asset portfolios. Asset structures 

are found to be varying according to occupation, land ownership, home  

ownership, household size, number of earners, age of chief earners, and assets 
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with more investments in capital market instruments than other investment 

assets (Uhler & Cragg, 1971). 

 

income risk, and lower resource levels can reduce utility gains from market  

to deter households from stock investment, while lower risk aversion, higher  

education, and greater wealth increase the probability of holding stocks. 

Work by Dimmock and Kouwenberg (2010) show that higher wealth and 

 

factor found to be negatively associated with equity ownership. While some 

Other barriers to holding equity faced by some households are the costs –  

 

Vissing-Jorgensen, 2002). An interesting exposition of the interdependence of 

that an increasing volume of household debt leads to lower incentives to keep 
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Indian households, especially shares and debentures. The conceptual framework 

Figure 2. Conceptual framework
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Table 1.

Construct -

Risk of income 
volatility

Risk associated with uncertainty or insta- Earners (E)

(SE
A
; Farmer)

(SE
U
)

Casual (Ca)

Sal)

Opportunity Cost Price of land as the price of second-best 
use of wealth- land, primary real asset

Land prices (Pr
L
)

Committed  
expenditure risk

Ratio of liabilities to assets Real estate assets (RE)

Credit constraints Households which are indebted and do not Debt-Assets (L)

Average Loan size 
(AvLoan)

Liquidity Liquid assets in the asset-holdings Deposits (Dep)

Bullion (Bul)

Risk aversion Real estate assets in the asset-holdings Real estate assets (RE)

Productive  
Investments

Capital assets in the asset-holdings Capital Assets (Cap)

Precautionary demand for deposits as Deposits (Dep)

Returns
with respect to deposits and credit in 

Interest rates (RoI)

3. Data and Empirical Approach

We use data from three repeated cross-sections of the All-India Debt 

 

information on physical assets like land, livestock, buildings, agricultural 

deposits, and amount receivable by the household. We assembled a pooled 
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cross-sectional household-level dataset of variables constructed based on 

the conceptual framework in Figure 2. The variables include the incidence, 

for rates of interest, land prices, and other control variables for over 300,000 

Indian households in the years 1991, 2003, and 2013. We present summary 

statistics in Table 2. 

Table 2.

Variable Measurement Obs. Mean

Dependent  
Variables

(shares)
1 if holding shares or 

debentures; 0 otherwise
0.243

asset ( )
1 if holding any of the 4 

debentures, insurance, or 
deposits); 0 otherwise

0.843

Rupee value of shares 
and debentures

1,009

Financial asset 
value assets

42,089 240,358

Percentage shares Percentage of assets in 
shares and debentures

0.001

-
cial assets

Percentage of assets in 0.182

Explanatory  
Variables

Log-Deposits (Dep) Log value of deposits 257,738 7.534

Log-Real estate 
(RE)

Log value of land and 
buildings (real estate)

3.179

Log-Bullion (Bul) Log value of bullion 
(gold and ornaments)

241,793 1.721

Log-Capital  
Equipment (Cap)

Log value of livestock, 
agricultural capital 

equipment, non-farm 
equipment and transport 

equipment

255,825 10.455 10.455
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Debt-Assets (L) Ratio of value of  
liabilities to gross worth 
of all household assets 

in the asset-holding

0.428

Land prices (Pr
L
) Average land prices in 

the district
308,972 11,500,000 45,900,000

Interest Rates (RoI) Rate of returns in 

measured as average 
interest rate on loans 

taken by households in 
the district

1,182.494 1,104.231

Loan size (AvLoan) Average size of loans 
taken by households in 

the district

308,718 107,548

(SCST)

1 if household belongs 
to most backward social 
group (scheduled caste 

308,931 0.293 0.455

Other Backward 
Classes (OBC)

1 if household belongs 
to other backward class; 

0 otherwise

308,931 0.309

Forward ( ) 1 if household belongs 
to highest social groups 
in the caste hierarchy or 
caste/social groups; 0 

otherwise

308,931 0.398 0.489

Sal) Regular salary earning 
members in the  

Household

308,988

SE
A
) Farmer or self-employed 

in agricultural
308,988 0.441

SE
U
)

area (running industrial, 
service, or commercial 

business)

308,988 0.353

Earners (E)
members in the house-

hold

308,988 1.814 1.198

(HHS) the household
308,988 4.937 2.547
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Wealth Deciles 
(Dec)

Decile of gross worth of 
all asset holdings in the 
household asset holding 

(by rural/urban)

5.500 2.872

(Edu)
Ordinal categorical 
groups representing 
increasing levels of 

education

308,975 5.848

Our study envisages to understand the role of factors (delineated in 

the conceptual model in Figure 2) in explaining the incidence and patterns of 

we develop an empirical model and identify the dependent and explanatory 

variables that measure these constructs. Equations 1 and 2 specify the logistic 

regression equations for explaining the probability of participation in shares 

or debentures (shares ), respectively. Here 

we are interested in explaining the choice of investing in shares and debentures 

of the population.1

1

assets. It is included only when the dependent variable is shares and debentures or insurance.
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We hypothesize that there is a significant relationship between  

 

household liabilities and the debt-asset ratio. Another key independent variable 

to capture opportunity costs and return-risk premiums is the log of average land 

prices in the district. The rate of interest is computed as the mean of interest 

rates charged for loan transactions to both institutional and non-institutional 

agencies in the district. Most of the controls for household characteristics 

used in the study are binary (forward caste, scheduled caste/scheduled tribe,  

farmer, businessowner, and salaried worker). Household size and the number of  

earners in the household are count variables. Moreover, we control for  

household living standards by creating deciles of household wealth (gross value 

of all asset holdings) and using it alternatively with the log value of household 

asset-holdings. This categorical variable denoting the wealth decile enters into 

the regression equation linearly and is treated as a control variable. 

Our main analysis uses simple logistic regression to explain the  
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analysis by employing a two-part regression model described by Belotti et al. 

dependent variable in the second stage.

4. Results

bullion, dominate asset holdings, regardless of which state households belong 

of the current study emerges. The western states and the urban states seem to 

states (Bihar, Madhya Pradesh, Rajasthan, and Uttar Pradesh) show general 
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Figure 3. Incidence (%) of Real and Financial Asset Holdings in Indian House-

holds: 1991, 2003, and 2013

 

We run regressions on the pooled cross-sectional dataset with vari-

surveys. We seek to understand the relationships between the hypothesized 

We measure participation in a binary choice framework using a composite 
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held in shares and debentures or insurance. We model the determinants of 

logistic regression.2 We weight the regressions with survey sample weights 

and cluster the standard errors at the state level. Logistic regression results are 

reported in Tables 3 and 4. Table 3 reports regression results for household 

and sub-samples disaggregated by household type. 

Table 3.

(1) (2) (3) (4) (5)

All rounds Rural Urban
1991+2002 

rounds 2013

Dependent Variable: Financial Asset Ownership

Log value 
land/ 

building 
assets -0.049*** -0.027*** -0.054*** -0.134*** -0.024***

(0.009) (0.017) (0.008) (0.015) (0.015)

Log value 
gold/ 

ornaments 0.123*** 0.128*** 0.092*** 0.091*** 0.111*** 0.129***

(0.007) (0.007) (0.009) (0.020) (0.009) (0.011)

Log value 
capital 

equipment 0.032*** 0.042*** 0.032*** 0.028*** 0.027*** 0.031***

(0.005) (0.005) (0.004) (0.011) (0.009) (0.005)

Debt to asset 
ratio 0.001 0.007 0.000 0.001 0.000 0.005

(0.002) (0.010) (0.002) (0.001) (0.000)

2 Households with zero values for the three asset classes used as independent variables are 

necessarily dropped from the analysis. This implies that the analysis only considers household 

decision-making on asset holdings in cases where households have non-zero values for all 

three asset classes.
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Avg. interest 
rate in 
district 0.000 0.000 0.000 0.000 0.000 -0.009

0.000 0.000 0.000 0.000 0.000 -0.011

Average 
land price in 

district 0.137*** 0.155*** 0.108** 0.155*** 0.287*** -0.013

(0.044) (0.047) (0.053) (0.079) (0.042)

Max edu-
cation in 

household 0.138*** 0.139*** 0.171*** 0.175*** 0.080***

(0.013) (0.014) (0.017) (0.022) (0.019)

Household 
size -0.094*** -0.150*** -0.054*** -0.057***

(0.011) (0.012) (0.012) (0.018) (0.012) (0.017)

earners in 
household 0.058* 0.084** 0.054 0.043

(0.033) (0.037) (0.030) (0.040) (0.038) (0.047)

Forward 0.107 0.021 0.231*** 0.150* -0.059

(0.090) (0.081) (0.099) (0.071)

Most 
backward 

community 0.12 0.108 0.313*** 0.098 0.043

(0.079) (0.091) (0.089) (0.081) (0.078)

-
ployed in 

agriculture 0.150** 0.121** 0.150

(0.070) (0.059) (0.104)

household 0.531*** 0.333***

(0.087) (0.083) (0.143)

Rural -0.050 -0.193** 0.074

(0.085)

observations 188,902 119,732 49,543 199,055 109,579

Log-Likeli-
hood -1.21 -0.94 -0.27 -0.09 -0.71 -0.49

dummies. 
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Table 3 reports the log-odds as the coefficients of the logistic  

regression. Across all samples, Table 3 shows that while households with a 

higher proportion of wealth held in land and building assets have lower odds of 

held constant, a 1% increase in the value of land and building assets owned 

by a household leads on average to a 0.05% decrease in the odds of owning a 
3 On the other hand, a 1% increase in the value of gold owned 

relationship between interest rates or higher household debt vis-à-vis assets on 

assets increases with higher levels of education and more earning members in 

the household. However, larger households seem to be less likely to invest in 

earlier rounds and the 2013 round. There was a change in the methodology of 

valuation of land and building assets between these rounds. This change could 

th 

3

close to zero.
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and 59th (1991 and 2002) rounds, but it seems to be lowering the odds in the 

70th

assets in 1991/2002, but apparently are more in favour of holding them during 

substantially increased over time. 

We further explore household asset holdings by looking at house-

choosing to buy shares/debentures and insurance products. A 1% increase in a 

household’s deposit holdings is associated with a 0.88% increase in the odds 

of owning an insurance product, while this is just 0.11% for owning shares 

or debentures. We speculate that this pattern exists because of the growth 

of bancassurance products and insurance-based tax exemptions, resulting 

in a preference for investing in insurance over shares in India. This might 

also explain lower trust and awareness about shares and debentures among 

Indian citizens. Furthermore, forward castes seem to be averse to insurance  

products, and in the urban subsample, higher land prices are negatively related to  

compared to households from Other Backward Castes (OBC).

Table 4. 

of shares and debentures and insurance products in 48th (1991), 59th rounds 

(2002-03) and 70th round (2013)

Pooled Urban Pooled Urban

Dependent Variable: Choice of Dependent Variable: Choice of 
Insurance Products 

Log value deposits 0.109*** 0.185*** 0.755***

(0.019) (0.033) (0.031) (0.020)

Log value land/
building assets -0.021* -0.028*** -0.011

(0.013) (0.010) (0.009) (0.009)
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Log value gold/ 
ornaments 0.028***

(0.017)  (0.019) (0.008) (0.005)

Log value capital 
equipment 0.007 -0.002 0.024*** 0.021***

(0.012) (0.010) (0.005) (0.005)

Debt to asset ratio 0.000*** 0.000*** 0.001*** -0.004

(0.000) (0.000) (0.000) -0.003

Avg. interest rate in 
district 0.000 0.000 0.000*** 0.000***

(0.000) (0.000) (0.000) (0.000)

Average land price in 
district 0.138* -0.139** 0.003 -0.038

(0.075) (0.039) (0.043)

Max education in 
household 0.088*** 0.019 -0.017** -0.032***

(0.018) (0.018) (0.008) (0.011)

Household size -0.097*** -0.013 -0.003

(0.015) (0.020) (0.010) (0.012)

household 0.217*** 0.130*** 0.079*** 0.087***

(0.037) (0.042) (0.025) (0.024)

Forward 0.099 -0.087 -0.200***

(0.155) (0.172) (0.057)

Most backward 
community -0.242*** -0.137*

(0.120) (0.178) (0.079)

agriculture -0.14 -0.075 0.194** 0.519***

(0.150) (0.193) (0.077) (0.111)

0.189 0.089 0.530***

(0.211) (0.200) (0.092)

Rural 0.595***

(0.109)

 
observations 119732 119732

Log-Likelihood -0.59 -0.17 -0.28

wealth decile and time dummies. 
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asset holdings, Figure 4 plots the predicted margins by wealth decile after  

running the logistic regression with a full set of controls (consistent with 

economic conditions as measured by household gross wealth decile (total 

probabilities between earlier rounds and the latest 2013 round in all wealth 

 
th round survey and may be ignored. However, there 

higher wealth deciles for the 2013 round, a pattern that is missing in the earlier 

rounds. This implies that the wealthier households have become more trustful 

poorer households. 

As an additional analysis, we also investigate the relationship between 

households. In Figure 5, we plot the predicted margins (dy/dx) after the running 

logistic regressions by wealth deciles for salaried versus non-salaried urban 

households. It shows a sharp increase in the predicted probabilities of urban 

show an emerging pattern among urban households signalling the need for the 
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Figure 4. 
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Figure 5.

and the second stage regression models the fraction of assets owned by the  

where the outcome in the second stage is the household’s percentage composition 

in the portfolio and higher land prices in the district are associated with less 
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the second stage results, we can infer that salaried urban households seem to 

urban salaried households on average hold a 0.12 higher share of total assets 

Table 5. Two-stage regressions on share of gross household asset-holdings 

Rural Urban 

Log value 
land/build-
ing assets -0.037*** -0.028*** -0.029*** -0.195*** -0.028*** -0.071***

(0.001) (0.000) (0.001) (0.007) (0.001)

Log value 
gold/ 

ornaments 0.073*** -0.011*** -0.019***

(0.001) (0.000) (0.003) (0.001) (0.004) (0.001)

Log value 
capital 

equipment 0.020*** -0.011*** -0.020*** -0.012*** -0.015***

(0.001) (0.000) (0.003) (0.001) (0.004) (0.001)

Debt to 
asset ratio 0.000 0.001*** 0.000 0.013*** 0.000 0.002***

(0.000) (0.000) (0.002) (0.001) (0.000) (0.000)

Avg. interest 
rate in 
district -0.000* -0.000*** -0.000*** -0.000*** -0.000*** -0.000***

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)

Average 
land price in 

district -0.094*** -0.054*** -0.085*** -0.043***

(0.003) (0.000) (0.012) (0.003) (0.002)

Max  
education in 
household 0.070*** 0.041*** 0.052*** 0.021***

(0.005) (0.001) (0.008) (0.001)
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Household 
size -0.027*** -0.002*** -0.048*** -0.031*** -0.018***

(0.001) (0.000) (0.001) (0.008) (0.001)

earners in 
household 0.034*** 0.000 0.017***

(0.003) (0.000) (0.010) (0.002)

Forward 0.079*** 0.010*** 0.185***

(0.008) (0.001) (0.033) (0.007)

Most 
backward 

community 0.005*** 0.074** 0.018*** -0.113** -0.008

(0.008) (0.001) (0.030) (0.047) (0.007)

-
ployed in 

agriculture -0.002 0.257***

(0.020) (0.002)

-
ployed in 
urban area 0.042***

(0.012)

household 0.290*** 0.057*** 0.053 0.122***

(0.020) (0.002) (0.072) (0.011)

Rural -0.114*** -0.019***

(0.019) (0.002)

observations 37,422

Log- 
Likelihood 22,015 -215,384 -143,348
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5. Conclusions and Discussion

Household wealth in India continues to be dominated by real assets 

in the forms of land, buildings, and bullion. It is not unusual in less developed 

 

including shares, debentures, deposits, insurance, and others. The present 

 

current status quo is maintained, it would imply additional pressure on the 

demand side for assets such as gold, land, and real estate. 

Against this backdrop, we investigate the Indian household’s choice 

 

(or debentures) and the proportion of household wealth invested in these  

 

 

 

(48th round), 2002-03 (59th round), and 2013 (70th round), that the monetary 

insurance in all subsamples. Logistic regressions show that households have 

in their portfolios, but higher odds with increasing value of bullion in their 

wealth-holdings. Increasing local land prices drives the probability of owning 
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assets when land prices are very high. The case for rural India shows a typical 

with specialization in land rising with wealth. The emphasis on investment in 

land and buildings is clear, and is highlighted when there was a change in the 

methodology for land and building asset valuation in the most recent round of 

were recorded as per their normative values, whereas in the previous rounds, 

acknowledge that the change in the land and building asset valuation method 

assets in the most recent round.

and 59th (1991 and 2002) rounds, but it seems to have lowered the odds in the 

70th (2013) round. Rural households and forward castes (compared to OBC) 

assets. Households holding deposits have higher odds of owning an insurance 

products than a share or debenture. Education does not drive demand for  

logistic regressions. With increased real estate assets, there is a sharpe decline 
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This paper, using econometric techniques and reliable nationally rep-

resentative micro-data, elucidates the micro underpinnings of India’s growing 

assets constituting a household’s wealth as regressors due to issues associated 

with multi-collinearity and compositional data. We also have a limited set of 

survey that are common across the three waves. Despite the limitations, the 

study provides substantial evidence that can be used for policy guidance. The 

salaried workers and educated households, which is a positive development. 

As the Indian economy moves towards a digital economy, shifts towards 

institutions and regulatory and enforcement agencies in the country, which 

the current pattern of bulk investments in real assets reduces additional pressure 

on the demand for assets such as gold and real estate in the coming decades. 
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