©
2017 2019

Effect of Elderly Poverty on Preferences: Evidence from Health Retirement Study

HANAOKA, Chie

3,300,000

We examine how changes in financial resources around Social Security’ s
payday affect risk and time preferences among the elderly in the US. We find that the elderly become
more risk tolerant just before payday, when financial resources are scarce. The effect is more
pronounced among households that have little savings and heavy dependence on Social Security. Our
results are not consistent with the hypothesis that financial hardship per se impedes cognitive
function but rather with that mental health is deteriorated before payday. No effects are found on
time preferences. We find similar evidence among the Japanese elderly.
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