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Abstract

In many countries of the world the co-residence of young adults aged 25-34 with their parents is
not uncommon and in some countries, like China, the savings rates of these age groups exceed
those of the middle-aged contrary to the standard model of life-cycle savings. In this paper we
examine the role of housing prices in affecting the living arrangements of adult family members
and their individual savings rates by age in China. Using unique data that enable the re-
construction of whole families and identify individual savings regardless of who within the family
co-resides in the same household, and exploiting the Chinese government rules determining the
supply of land for residential housing, we find that higher housing prices, due to restrictions on the
supply of housing, significantly increase inter-generational co-residence and elevate the savings
rates of the young relative to the middle-aged, conditional on income. The excess savings rate are
thus in part due to the significant subsidies the young receive from sharing housing with parents.
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