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Measurement of Consumption Risk Sharing and
Potential Welfare Benefits in East Asia

ZHENG Hai-qing

(School of Finance and Statistics s East China Normal University, Shanghai 200062, China)

Abstract: By using the related data from 1970 to 2004, this paper esti-
mates the degree of consumption risk sharing and calculates the potential
welfare benefits from full risk sharing among 13 East Asian economies. Esti-
mation results show that the degree of consumption risk sharing is still quite
low in East Asia. East Asia’s capital markets have little effects in smoothing
idiosyncratic GDP shocks, and its credit markets serve a positive but limited
function. Compared to OECD and European Union countries, potential wel-
fare benefits from consumption risk sharing in East Asia countries are quite
larger.

Key words: East Asia; consumption risk sharing; welfare benefit
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