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larger after considering the omitted variables. It also finds that household income, social interaction and household size are
the main factors influencing insurance demand for urban families, while social interaction is the main influencing factor for
rural families. For the households with well-educated male householder, marriage can significantly increase the demand for
commercial life insurance more than others. For the households with healthy householder, marriage can improve the possibility
for them to buy insurance, while for those with poor health, marriage can improve their expenditure on insurance.
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Systematic Errors in Expectation and Underground Financial Crises
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JD Digits Research Institute, Beijing 101111, China)

Abstract ; This paper proposes a theory of financial crises based on systematic errors in expectation derived from two
axiomatic assumptions on investment. It argues that three main factors, i. e. aggregate real shocks, government economic
policy, and non-independent expectation, would severely raise the chance of systematic errors in expectation. This theory is
then applied to explain the Ordos underground financial crisis. All three factors have contributed to its emergence. Two
testable implications deduced from the theory are consistent with empirical evidence. Finally, this paper proposes policy
suggestions to prevent underground financial crises.
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