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Abstract

Economic theory assigns a central role to risk preferences. This article develops a

measure of relative risk tolerance using responses to hypothetical income gambles in

the Health and Retirement Study. In contrast to most survey measures that produce an

ordinal metric, this article shows how to construct a cardinal proxy for the risk tolerance

of each survey respondent. The article also shows how to account for measurement

error in estimating this proxy and how to obtain consistent regression estimates despite

the measurement error. The risk tolerance proxy is shown to explain differences in

asset allocation across households.

  KEY WORDS : Interval regression Measurement error Ordered probit with known bounds Proxy variable

Response error Risk aversion Risk tolerance Surveys



 

We Care About Your Privacy

We and our 872 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting "I Accept" enables tracking technologies to

support the purposes shown under "we and our partners

process data to provide," whereas selecting "Reject All" or

withdrawing your consent will disable them. If trackers are

disabled, some content and ads you see may not be as

relevant to you. You can resurface this menu to change your

choices or withdraw consent at any time by clicking the

["privacy preferences"] link on the bottom of the webpage

[or the floating icon on the bottom-left of the webpage, if

applicable]. Your choices will have effect within our Website.

For more details, refer to our Privacy Policy. Here

We and our partners process data to provide:

U i l ti d t A ti l d i

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/uasa20
https://www.tandfonline.com/loi/uasa20
https://www.tandfonline.com/toc/uasa20/103/483
https://www.tandfonline.com/toc/uasa20/103/483
https://www.tandfonline.com/journals/uasa20
https://www.tandfonline.com/author/Kimball%2C+Miles+S
https://www.tandfonline.com/author/Sahm%2C+Claudia+R
https://www.tandfonline.com/author/Shapiro%2C+Matthew+D
https://doi.org/10.1198/016214508000000139
https://www.tandfonline.com/action/clickThrough?id=5943&url=%2Fr%2Fsubjectsample-mathstats&loc=%2Fdoi%2Fabs%2F10.1198%2F016214508000000139&pubId=51235448&placeholderId=1074&productId=1843
https://www.tandfonline.com/doi/suppl/10.1198/016214508000000139?scroll=top
https://www.tandfonline.com/doi/citedby/10.1198/016214508000000139?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1198/016214508000000139?scroll=top
https://www.tandfonline.com/doi/permissions/10.1198/016214508000000139?scroll=top
https://www.tandfonline.com/doi/abs/10.1198/016214508000000139
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1198%2F016214508000000139&title=Imputing%20Risk%20Tolerance%20From%20Survey%20Responses%3A%20Journal%20of%20the%20American%20Statistical%20Association%3A%20Vol%20103%2C%20No%20483
https://www.tandfonline.com/keyword/Interval+regression
https://www.tandfonline.com/keyword/Measurement+error
https://www.tandfonline.com/keyword/Ordered+probit+with+known+bounds
https://www.tandfonline.com/keyword/Proxy+variable
https://www.tandfonline.com/keyword/Response+error
https://www.tandfonline.com/keyword/Risk+aversion
https://www.tandfonline.com/keyword/Risk+tolerance
https://www.tandfonline.com/keyword/Surveys
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

An explanatory analysis of perceived risk decision weights (perceived-risk attitudes)

and perceived benefit decision weights (perceived-benefit attitudes) in risk-value

models

Source: Informa UK Limited

How endogenous risk preferences and sample selection affect analysis of firm survival

Source: Springer Science and Business Media LLC

The Psychometric and Empirical Properties of Measures of Risk Preferences

Source: Elsevier BV

Impact of Violent Crime on Risk Aversion: Evidence from the Mexican Drug War

Source: MIT Press - Journals

Afraid of the stock market

Source: Springer Science and Business Media LLC

Are risk attitudes fixed factors or fleeting feelings

Source: Springer Science and Business Media LLC

ESTIMATION AND IMPACT OF GENDER DIFFERENCES IN RISK TOLERANCE

Source: Wiley

Understanding homeowners' decisions to mitigate wildfire risk and create defensible

space

Source: CSIRO Publishing

Heterogeneity in Expectations, Risk Tolerance, and Household Stock Shares: The

Attenuation Puzzle

Source: National Bureau of Economic Research

What I Know, What I Think I Know, and Whom I Know

Source: Wiley

The Roles of Gender and Marital Status on Risky Asset Allocation Decisions

Source: Wiley

Can Risk‐Averse Households Make Risky Investments? The Role of Trust in Others

Source: Wiley

Cognitive Economics

Source: Springer Science and Business Media LLC

 

Linking provided by  

Related research 

Recommended articles Cited by 

175

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13669877.2019.1628089&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11187-019-00288-w&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.2614973&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1162%252Frest_a_00788&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11156-018-0766-x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs12122-018-9262-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1465-7295.2009.00251.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1071%252Fwf18201&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3386%252Fw25269&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fjoca.12231&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fjoca.12261&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fsjoe.12278&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fjere.12070&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

