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Data from the Federal Reserve Board’s Survey of
Consumer Finances show a striking pattern of growth
in family income and net worth between 1998 and
2001. Inflation-adjusted incomes of families rose
broadly, although growth was fastest among the
group of families whese inceme was higher than the
median. The median value of family net werth grew
faster than that ef ineeme, but as with ineeme, the
growth rates ef net werth were fastest for the greup
abeve the median. The years between 1998 and 2001
alse saw a rise in the prepertien ef families that ewn
eerperate equities either direetly of indirestly (sueh
as threugh mutual funds ef reiirement acseAis); b
2001 the preperiion exeeeded 50 pereent. The growt
in the valye of equity HBlHiﬂ%% helped push up finan-
elal assels a8 4 share of tetal family assets despiie &
deeline in the everall steck market that Began i the
second hatf af 2666.

The level of debt carried by families rose over
the period, but the expansion in equities and the
increased values of principal residences and other
assets were sufficient to reduce debt as a proportion
of family assets. The typical share of family income
devoted to debt repayment also fell over the period.
For some groups, however—paiticuladly these with
relatively lew levels of ineeme and wealth—a eon-
eurrent rise in the fregueney ef late debt payments
indieated that their ability te serviee their debts had
deteriorated.

This article reviews these and other changes in the
financiedl condition of U.S. families between 1998 and
2001. The discussion draws on data from the Federal
Reserve Board's Survey of Consumer FEinances

1. The appendix to this article provides a summary of key technical
aspects of the survey. For a detailed discussion of the 1995 and 1998
surveys as well as references to earlier surveys, see Arthur B. Ken-
nickell, Martha Starr-McClluer, and Brian J. Surette, “Recent Changes

(SCE) for those years; it also uses evidence from
earlier years of the survey to place the H¥¥8-2001
changes in a broader context.

BECONOMIIC BACOKGROUND .

After growing rapidly for several years, real
(inflation-adjusted) gross domestic product increased
at a more moderate 2.3 percent rate in 2000. Between
1998 and 2000, the increase in overall econoimic
activity was sufficiently strong to lower the unem-
pleyment rate from 4.5 pereent to 4.0 pereent. In part
beeause of a run-up In energy priees, the rate of
inflatien as measured by the eenstmer priee index fer
all urban eensumers (CPI) rese frem L5 pereeqt {6
3.4 pereent:

Real GDP actually declined through the first three
quarters of 2001, before turning up in the fourth
quarter, and for the year as a whole, real GDP
was essentially unchanged. The unemployment rate
jumped to 4.8 percent during the year—close to its
level in early 1998—and the CPI inflation rate fell to
L.9 pereent, the same pace as for 1998.

Developments in the fimancial sector during the
1998-2001 period were mixed. The stock market
decline over much of 2000 and 2001 reversed gains
posted earlier, and by the end of 2001 it had brought
most major indexes close to their 1998 levels. Inier-
est rates on mortgages followed a similar pattern. For
exafmple, the thirty-year fixed rate rose ever the late
1990s, but by September 2001 (ihe middle of the data
e6llestion peried for the 2001 survey), it had returned
te the 63Apereent level seen in September 1998. By
September 2001, interest rates for leans en new vehi-
sles and fer eredit eard balanees were belew their
1998 levels. tnterest rates on depesiis ad dropped
Belew 3 pereent by 2001. While the hemeswnership
fate rese mederaiely aver Hie peried, Rause prises

[note:
in U.S. Family Finances: Results from the 1998 Survey of Consumer
Finances,” Feddeall Reseevee Bullédtin, vol. 86 (January 2000),
pp. 1-29.[endofnote.]

11 The appendix to this a



Begibritm&fbed §iT HhidsAatitded in This Article

Data from the Survey of Consumer Finances (SCF) are the
basis of the analysis presented in this article. The SCF is a
triennial interview survey of U.S. families sponsored by the
Board of Governors of the Federal Reserve System with the
cooperation of the U.S. Department of the Treasury. Since
1992, data for the SCF have been collected by NORC, a
research organization at the Univeisity of Chicago, roughly
between May and December of each survey year.

The majority of statistics included in this article are
related to characteristics of ‘“families.” As used here, this
term is more comparable to the U.S. Bureau of the Census
definition of “households™ than to their use of “families,”
which excludes the possibility of one-person families. The
appendix provides full definitions of “‘family” for the SCF
and the associated family “head.” The survey is designed to
provide detailed information en U.S. families’ balance
sheets and their use of flinenciall services as well as on thelr
pensiens, laber foree participation, and demegraphic char:
aeteristies as of the time of the interview. It alse collests
infermatien en families’ tetal eash ineeme befsre taxes fef
the ealendar year preeeding the survey. The survey §ues-
tiennaire has ehanged in enly mMminer ways sinee 1989,
gxeept in a small number af instanees in which e strueturs
was altered i8 accommeodate ehanges in dineneial behaviers.
Thus, the data are highly comparable aver tme:

The need to measure fiinancial characteristics imposes
special requirements on the sample design for the survey.
The SCF is expected to provide reliable information both
on attributes that are broadly distributed in the population
(such as home ownership) and on those that are highly
coneentrated in a relatively small part of the population
(such as closely held businesses). To address this require-
ment, the SCF employs a sample design, essentially
unehanged sinee 1989, consisting of twe paris: a standard,
geographically based randem sample and a speeial over
sample of relatively wealthy families. Weights are used
to combine infermatien frem the twe samples to make
gstimates for the full pepulatien. IR the 1998 survey,
4,309 families were interviewed, and in the 2001 survey,
4,449 were inferviswed:

This article draws principally upon the final data from the
1998 and 2001 surveys. To provide a larger context, some
information is also included from the final versions of the
1992 and 1995 surveys. Differences between estimates from
earlier surveys as reported here and as reported in earlier
Fedevall Resewve Bullels articles are attributable to addi-
tional statistical processing, correetion of minor data errors,
revisions to the survey weights, coneeptual changes in the
definitiens of variables used in the articles, and adjustments
for inflatien. IR this aftiele, all dellar ameunts frem the

climbed steadily; some indexes of house prices
gained nearly 25 percent.

Other institutional factors also affected family
financess. Tax cuts and rebates that were implemented

SCF are adjusted to 2001 dollars using the “curremt meth-
ods” version of the consumer price index (CPI) for all
urban consumers. Because the current-methods index
shows a lower rate of past price inflation than does the
official CPI, upward adjustments for inflation made to the
pre-2001 nominal values are smaller than they would have
been under the official CPI.

The principal detailed tables describing asset and debt
holdings focus on the percent of various groups that have
such items and the median holding for those that have
them. This conditional median is chosen to give a sense of
the “typical” holding. Generally, when one deals with data
that exhibit very large values for a relatively small part of
the population—as is the case for many of the items con-
sidered in this article—estimates of the median are often
statistically less sensitive to such outliers than are estimates
of the mean. One liability of using the median as a deserip-
tive deviee is that medians are not “‘additive”; that is, the
sum of the medians of two items for a commen population
is net generally equal te the median of the sum. IR eontrast,
means for a commen population are additive. In tables
where a comparable median and mean are given, the growth
of the mean relative to the median may usually be taken
as indieative of ehange at the tep ef the distributien; fer
gxample, when the mean grews mere rapidly than the
median, it is typieally taken to indieate that the values
eomprised By the tep of the distributien rese mere fapidly
than these in the 1ower part of the distrbttion:

To provide a measure of the significance of the develop-
ments discussed in this article, standard errors due to sam-
pling are given for selected estimates. Space limits pre-
vent the inclusion of the standard errors for all estimates.
Although we do not directly address the statistical signifi-
cance of the results, the article highlights fiindings that are
significant or are interesting in a broader context.[endofbox.]

1. Inan ongoing effort to improve accuracy, the Bureau of Labor Statistics[note:
has introduced several revisions to its CPI methodiollogy. The current-
methods index attempts to extend these changes to earlier years to obtain a
series as consistent as possible with current practices in the official CPL. For
technical information about the construction of this index, see Kenneth J.
Stewart and Stephen B. Reed, “Consumet Price Index Research Series Using
Current Methods, 1978-1998," Manihiy Latisyr R, vol. 122 (June 1999),
pp. 29-38. To adjust assets and liabilities to 2001 dollars, the eatlier survey
data were multiplied by the following amounts: for 1992, 1.2374; for 1995,
1.1558; and for 1998, 1.0885. To adjust family income for the previous
calendar year to 2001 dollars, the following factors were applied: for 1992,
1.2675; for 1995, 1.1815; for 1998, 1.0998; and for 2001, 1.0279.[endofnote.]

2. The median of a distribution is defined as the value at which equal parts [note:
of the population considered have values larger or smaller[endofnote.]

3. As noted in the appendix, these standard errors are estimated with a[note:
procedure different from that employed in earlier articles on the survey.[endofnote.]

in 2001 lowered the income tax burden beginning
that year. Other changes in tax law expanded incen-
tives for saving; of particular note were increases in
the limits on contributions to individual retirement



accounts (IRAs) and 401(k) accounts. At the same
time, the first in a series of estate tax reductions was
implemented. Increases in education-related tax
credits also held down the tax payments of families.
Continuing growth of the Internet made fiinancial
information and tools for fimancial management more
widely available; according to the SCF the fraction of
familles whe used such reseufces about doubled
between 1998 and 2001, but the everall rate ef use
remained less than 25 pereent of families.

Ongoing demographic trends continued to change
the structure of the population. Overall population
growth was about 3.2 percent between 1998 and
2001; about 45 percent of the increase was due to net
immigration. With the aging of the baby-boom pop-
ulation, the number of people aged 45 to 64 grew
more than 10 percent. The number of households
grew 4.1 pereent—a rate faster than the 3.6 pereent
paee if the 1995-98 peried—\vhile the average num-
ber of peeple per househeld remained elese te twe.

EXWVILY IRCOME.

Between 1998 and 2001, inflation-adjusted family
incomes rose notably faster than they did in the
1995-98 period (see table 1 for dollar values): The
median rose 9.6 percent (2.5 percent during the
1995-98 period), and the mean rose 17.4 percent
(12.2 percent during the 1995-98 period). The Cur-
rent Population Survey (CPS) of the Bureau of the
Census reports growth in median income for the
1998-2001 period that is similar to the growth shown
in the SCF, but at a somewhat higher level.

Some patterns of income across family groups
hold consistently, or nearly so, in the four surveys
taken in the nine-year period between 1992 and 2001.
Across age classes, median and mean income show
the expected life-cycle patiern: They rise to a peak in
the 45-54 group and then decline for groups that are
older and inereasingly mere likely to be retired.
Inesme alse rises with edueatien, and ineemes for
family heads that have a eollege degree are substan-

2. To measure income, the interviewers request information on fidte:
components of the family’s cash income, before taxes, for the full
calendar year preceding the interview (see box *“The Data Used in
This Article™). Hence, references in the text and tables of this article
to income reported from the survey years 1992, 1995, 1998, and 2001

tially higher than for those with any lesser amount of
schooling. Incomes of white non-Hispanic families
are substantially higher than those of other families.
Families headed by self-employed workers have the
highest median and mean incomes of all work-status
groups. Income is also higher for homeownets than
for other families, and it is progressively higher for
groups with greater net worth. By region of the
country, the ordering of median incofies over time
has varied, but the means show censistently higher
values for the Northeast and West than for the Nerth
Central and Seuth.

Incomez by Demogpagiic Catregory:

Incomes grew at different rates in different parts of
the income distribution between 1998 and 2001, with
faster growth at both the top and the bottom of the
ranges than in the middle. During this period, the
median income of families in the lowest 20 percent of
the income distribution grew 14.4 pereent; for the
middle group (40th te 60th perceatiles), it rose
9.6 pereent; and for these 1A the highest greup (90th
te 100th pereentiles), it rose 19.3 percent. A similar
pattern helds fer the 1992-2001 peried.

By age group, median income rose between 1998
and 2001 for all except the 45-54 group, for which it
declined 1.3 percent. In percentage terms, the greatest
increase was for the 75-and-older group—a rise of
23.1 percent; income for this group had been fairly
flat from 1992 through 1998. Mean income grew for
all age groups between 1998 and 2001, but particu-
larly se—22.6 percent—for the 45-54 group.

primarily because the CPS truncates incomes above a certain amount
to obscure respondemts who might otherwise be identifiable.[endofnote.]

4. The race and ethnicity of members of a single family may vary;
this article categorizes the family as a whole according to the self-
identification of the respondent to the SCF interview. The SCF ques-
tion that is used to identify race and Hispanic origin was changed in
1998. In earlier surveys, respondemts were asked to choose a single
category that best described their race or ethnicity. In 1998, respon-
dents could choose as many as seven responses, but they were asked
to report first the category with which they identified most.

For comparability with the earlier surveys, this article uses only the

first response to the race and ethnicity questions for thp 1998 ansli20Ghcome, the interviewers

surveys. Only a few of the survey respondents gave more than one
response, and more complex treatments of the data do not yield
conclusions that are substantively different from those reported in this
article.

cover the income received in 1991, 1994, 1997, and 2000 respectivelly.[endofnotThe estimated proportion of families that are of Hispanic origin in
3. According to the CPS, median Himatsehold income for the twelvgl. Accthei2@0tb SIEFAP $owrerdiaan e estiotdténtrased 6or tie GRS|vmost likely

months preceding March 2001 was $42,200. The difference in the
levels of the medians in the two surveys appears to be largely
explained by differences in the way the surveys treat incomes of.
household memibers. Under the SCF definition of family, household
members (and their respective incomes) may belong to different
families (see the appendix for details), whereas the CPS household
measure includes the incomes of all household membets. In addition,
mean income is substantially higher in the SCF than in the CPS,

because the CPS, unlike the SCF, asks directly about ethnicity in a
question separate from the one that asks about race. Thus, in the CPS,
respondents who do not normally identify themselves as Hispanic
might provide an ethnic origin that is later classified as Hispanic. The
proportions of families of Asian and Native Ametican origin in the
SCF are smaller than those obtained from the CPS, most likely
because of sampling error. The SCF estimate of the propottion of

[note:

African Americans is close to an estimate based on the CPS data.[endofnote.]
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families, 1992, 1995, 1998, and 2001 surveys
Thousands of 2001 dollars except as noted

1995: 1995:
Family Percentage Perc o N
characteristic . of Percentage . of e &
Median Mean famili of Median Mean famili of
amilies famili amilies famili
amilies amilies
who saved who saved
All families 33.0 49.5 57.1 100 355 51.6 55.2 100
%) %) (9 (8
Prgeetitéle ofineoome
Less than 20 84 8.1 30.2 20.0 8.0 77 316 20.0
20-39.9 19.6 1%6rcentile 49.1of in&gh@d: 200,8.9 20.3 43.4 20.0
40-59.9 33.0 3P6rcentile 59.2f in@ne: 43%8.9 34.8 57.2 20.0
60-79.9 52.3 S53PBrcentile 70.0of in&gh@: 6627%.9 53.5 66.8 20.0
80-89.9 78.0 7%Brcentile 71.60f indénfe: 80983.9 80.4 69.9 10.0
90-100 133.2 186P@rcentile 82.00f iriddrde: 180-100 202.6 84.2 10.0
Agpe of heailYpawsy)
Less than 35 30.4 375 59.1 25.8 29.6 36.1 56.4 24.8
3544 44.4 57ge of 56.9  head 22.§ears): 4435-44 56.4 54.3 23.0
45-54 51.6 T08e of 59.0 head 16 @ears): 4615-54 76.4 58.0 17.9
55-64 36.8 61Ade of 59.2  head 13 .@ears): 3%5-64 62.3 58.0 125
65-74 221 358e of 54.0  head 12 @ears): 226%-74 43.3 50.0 12.0
75 or more 17.0 289e #9.4 head 9.4  (years): 18.5 75 or 30.7 51.7 9.8
Eliwatition of Weatl
No high school diploma 15.2 21.6 38.1 20.4 16.8 24.2 42.8 18.5
High school diploma 295 3%Aucation 56.8 of 30.0ead: 30.1High schooH@i$loma 50.6 31.7
Some college 343 4558 ucation 59.5 of 17&ad: 35.80me colleg#6.9 54.1 19.0
College degree 55.8 81Etucation 68.1 of B @ C5218ge degree 82.5 68.2 30.7
Racze or etfmitityy of nesypandéatt
White non-Hispanic 38.1 54.7 61.1 75.3 38.2 56.7 59.1 716
Nonwhite or Hispanic 22.8 3R7ce or etdidty of res@hdent:  Nonw28t@ or Hispani83.8 41.7 22.4
Clawrestit wonkk stattiss of Wead!
Working for someone else 42.6 54.2 63.2 54.8 42.6 55.9 60.4 58.3
Self-employed 55.5 94Cirrent work 5%#is of head: 18e9f-employed43.8 92.5 63.4 10.3
Retired 18.8 28&Arrent woA8.2  status @6.0 head: Alt#ed 32.3 46.1 25.0
Other not working 14.0 25C@rrent wek.3  status 8f3 head: 13.Other not 21.5 30.6 6.5 working
Region:
Northeast 41.1 57.3 57.5 20.2 35.5 56.9 52.6 19.8
North Central 35.8 51R8gion: 61.3 24.4 36North Centra52.6 59.2 23.9
South 29.2 42Rbgion: South 54.2 34.6 32.8 477 54.6 35.1
West 32.7 5RBgion: West 56.4 20.9 36.7 51.8 54.0 21.2
Hauusitgg stattiss
Owner 43.1 60.6 63.2 63.9 43.8 63.9 61.3 64.7
Renter or other 21.2 29Busing 46.2 status: 36.1 2Rehter or 29.0 44.0 35.3  other
Prceetitéle of nett wartth
Less than 25 16.1 215 374 25.0 16.7 215 35.8 25.0
25-49.9 30.2 342rcentile 524 net 25Mrth: 28349.9 36.2 51.4 25.0
50-74.9 40.6 45%krcentile 6315 net 25Mrth: 5@17@.9 471 59.5 25.0
75-89.9 53.2 62P@rcentile 7018 net 154@rth: 74%4.9 61.1 68.6 15.0
90-100 100.1 1488rcentile 810 net  10.Qorth: 96-000 162.2 82.4 10.0

Across education groups, median and mean
incomes rose most strongly for families headed by
persons with a college degree; median income for
this group rose 13.4 percent, and the mean rose
25.1 percent. Median income also rose for other
education groups except for families headed by per-
sofis witheut a high school diplema or its equivalent,
a group that had seen little change in income sinee
1992; ameng these education greups, mean ineeme
rese mest netably fer the greup with at least seme
e6llege edusation

Between 1998 and 2001, the median income of
nonwhite or Hispanic families was about unchanged,
while the median rose 10.0 percent for white non-
Hispanic families; the two growth rates had been
closer over the 1992-98 period. Altheugh the mean

did rise for both groups in the most recent three-year
period, it rose much faster for the white non-Hispanic
group (19.3 percent) than for the nonwhite or His-
panic group (11.2 percent).

Although median income for nonwhite or Hispanic
families was essentially static from 1998 to 2001, the
median income for African American families
increased 20,3 percent in that period, from $21,200 to
$25,500 (data net shewn in tables). The mean for

5. CPS data for the same period show substantial but smaller
growth in the mediian. The SCF data show a small decline in the
median income of families with respondemts who chose to identify
themsellwes as Hispamic; this classification in the survey is not, as
noted earlier, comparable to that used in the CPS. Mediian incomes of
other miimoniities showed larger declines in the SCF, but the sample
sizes of these groups are so smalll that nome of these differences is
statistically significamt.[endofnote.]

more

[note:

1995
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Thousands of 2001 dollars except as noted

1998: 2000:
Family Percentage Percentage
characteriistic _ of Beresntage _ of Beresntage
Median Mean families of Median Mean families of
who saved  TamIHES who saved  Familis
All families 36.4 57.9 55.9 100.0 39.9 68.0 59.2 100.0
(9) 1.y (.8) 18
Pegeetitéle of innamez
Less than 20 9.0 8.6 321 20.0 10.3 10.0 30.0 20.0
20-39.9 22.1 22P@rcentile 45.50f in&gh@d: 2044.9 24.1 53.4 20.0
40-59.9 36.4 3%brcentile 56.1of in@ne: 43%9.9 40.3 61.3 20.0
60-79.9 58.0 5%trcentile 67.%f in&gh@: 66478.9 65.2 72.0 20.0
80-89.9 86.0 86P@rcentile 73.70f indénfe: 80888.9 98.0 74.9 10.0
90-100 142.2 23%@rcentile 82.00f iriddrde: 160-600 302.7 843 10.0
Agpe of heailYpawsy)
Less than 35 29.8 39.3 53.0 23.3 33.4 44.2 52.9 22.7
3544 45.8 65A8e of 57.3  head 23.@ears): 5138-44 771 62.3 22.3
45-54 55.2 76\@e of 57.8 head 19 @ears): 545-54 93.2 61.7 20.6
55-64 41.9 78%pe of 61.1  head 12 Bears): 4553-64 86.9 62.0 13.2
65-74 26.5 5008e of 56.3  head 11 @ears): 2768-74 58.1 61.8 10.7
75 or more 18.2 31A8¢e A8.6 head 10.2  (years): 22.4 75 or 36.7 55.5 10.4
Eliwatition of Weatl
No high school diploma 16.9 23.6 395 16.5 17.0 25.1 38.7 16.0
High school diploma 318 4CEducation 53.7 of 31.9ead: 33.9High schooHW4i§loma 56.7 31.7
Some college 38.6 558 ucation 56.7 of 18fead: 40.90me collegé5.5 61.7 18.3
College degree 59.8 93FAucation 65.6 of B@ O®718ge degree 116.6 70.0 34.0
Racze or etfmitityy of nesypandéatt
White non-Hispanic 41.1 64.1 59.8 717 452 76.5 62.9 76.2
Nonwhite or Hispanic 25.4 3@Ace or etddidity of res@hdent: Nonw2it? or Hispanid0.6 475 23.8
Clawrestit wonkk stattiss of Wead!
Working for someone else 44.2 58.3 59.8 59.2 47.3 67.3 61.6 60.9
Self-employed 57.4 119CUrrent work Gtalus of head: 19e3f-employed 63.3 138.3 70.4 117
Retired 21.0 3%Arrent woHB.6  status @4.4 head: R4tled 40.0 50.5 22.9
Other not working 12.7 23 @rrent w@R.7  status S$f1 head: 16.®ther not 36.4 42.7 4.5 working
Region:
Northeast 38.6 66.4 53.5 19.3 41.3 777 58.1 19.0
North Central 35.8 53RBgion: 58.3 23.6 43Morth Centrab4.7 63.0 23.0
South 34.4 538gion: South 55.0 35.7 36.0 61.4 57.3 36.2
West 39.4 6Rtgion: West 56.9 21.3 40.7 74.0 59.5 21.8
Hauusitgg stattiss
Owner 47.6 72.6 62.2 66.2 52.1 85.1 66.7 67.7
Renter or other 221 2%ibusing 43.4 status: 33.8 2@ehter or 322 43.6 32.3  other
Prceetitéle of nett wartth
Less than 25 173 221 36.3 25.0 19.7 24.0 345 25.0
25-49.9 331 36P@rcentileofnetwtidt?:25-49.9  25.0 349 39.7 54.3 25.0
50-74.9 44.2 51P@rcentile 6bf8 net 25Mrth: 56072.9 58.4 68.0 25.0
75-89.9 61.8 T¥P6rcentile 7b19 net 154@rth: 79060.9 78.8 777 15.0
90-100 96.2 193%@rcentile 800 net  10.Qorth: 128-500 256.4 83.9 10.0

NOTE. For questions on income, respondents were asked to base their
answers on the calendar year preceding the interview. For questions on sav-
ing, respondents were asked to base their answers on the year (that is, not
specifically the calendar year) preceding the imterview.

Percentage distributions may not sum to 100 because of rounding Dollars
have been converted to 2001 values with the current-methods consumer price

African American families rose 20.4 percent, from
$31,400 to $37,800.

By work status, median income grew fastest
between 1998 and 2001 for the self-employed
(10.3 percent) and “other not working™ (31.5 per-
cent). Although the latter group showed a large
percentage increase, it continued to have the lowest
median income of all the work-status groups. The
median income of the retired group was unchanged,
while the median income of families headed by work-

6. The “other not working” group consists oft family heads who
are unemployed and those who are out of the labor force but who are
not retired or over age 65.[endofnote.]

index for all urban consumers (see text box “The Data Used in This Article™).
See the appendix for details on standard errors (shown in parentheses below the
first row of data for the mediians and means here and in table 3) and for defini-
tions of family and family head.

ers who were not self-employed rose slightly. Mean
income rose for all work-status groups between 1998
and 2001, but over the 1992-2001 period it rose most
for the self-employed group (46.7 percent).

Over the 1998 to 2001 period, median income rose
fastest in the North Central region. Growth in the
mean was similar in all regions except the South,
where it lagged slightly. Over the same period, the
median and mean incomes of homeowners contintied
te pull away frem the lewer levels of other families.
By net worth group, median and mean incomes grew
for all B¥er this peried, but they rose mest rapidly fer
the tep desile ef the distribution.

more
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Familly Senwiing,

Because saving out of current income is an impor-
tant determinant of family net worth, the SCF asks
respondents whether, over the preceding year, family
spending was less than, more than, or about equal to,
its income. Though only qualitative, the answets are
a useful indicater of whether families are saving.
Asking instead for a speeific dollar ameunt wotuld
reguire mueh mere time from respendents and wetld
likely lower the rate of response to the survey:

Overall, the proportion of families who reported
that they saved in the preceding year rose 3.3 percent-
age points, to 59.2 percent, the highest level since
1992, the year this measure was first recorded. The
proportion of families that saved rose in all income
groups except the bottom gquintile, in all age groups
except the yeungest, in all education groups except
the lewest, i all work-status groups (but particularly
§6 1n the self-empleyed group), in all regiens, and in
all wealth groups exeept the betiom guariile.

In contrast, estimates of the rate of saving by
households as measured in the national income and
product accounts (NIPA) were lower in 2001 than in
the preceding three years, both in levels and as a
percent of disposable income. However, the SCF and
NIPA concepts of saving differ in some important
ways. First, the underlying SCF question asks enly
whether family spending has been less, mere, of
abeuyt the same as Its ineeme ever the past year. Thus,
the ameunts by whieh a family’s expenditures dif:
fered frem its ineeme might have ehanged appre-
slably but witheut neeessarily altering the famiky’s
answer.

Second, the NIPA measure of saving relies on
definitions of income and consumption that may not
be the same as those that respondents had in mind
when answering the survey questions. For example,
the NIPA measure of personal income includes pay-
ments employers make to their employees’ defined-
benefit pension plans but not the payments made
from such plans to familles, whereas the SCF ea-
sire ineludes enly the latier. The SCF measure alse
ineludes realized eapital gains, whereas the NIPA
fmeasure exeludes capital gains of all ferms, realized
and unrealized.

The SCF also collects information on families’
most important motivations for saving (table 2).
Several patterns appear in the data. The fraction of
families reporting retirement-related reasons—the

7. Although families were asked to report their motives for savifngte:

regardless of whether they were currently saving, some families
reported only that they do not save. The analysis here is confined
to the first reason reported by families.[endofnote.]

2ableReas@easesporedpnisdgate gavmast mmgoitaps en their their
families’ saving, distributed by type of: reasom, 1992,
1995, 1998, and 2001 surveys

Percent

Reason 1992 1995 1998 2001
Education 91 10.8 11.0 10.9
For the family 2.6 2.7 4.1 5.1
Buying own home 4.0 51 4.4 4.2
Purchases 9.7 12.8 9.7 9.5
Retirement 194 23.7 33.0 321
Liquidity 33.9 33.0 29.8 31.2
Investments 7.6 4.2 2.0 1.0
No particular reason 1.7 8 13 11
When asked for a reason,

reported do not save 12.0 6.8 4.9 4.9
Total 100 100 100 100

NOTE. See note to table 1.

most common response—declimed slightly in 2001
after having increased consistently between 1992 and
1998. In contrast, the fraction reporting liquidity-
related reasons—the second most common
response—increased in 2001. The proportion of
families reporting education-related reasons held
steady. Reported saving for investments continued to
decline.

NET \HORTH.

From 1998 to 2001, net worth (wealth)—the differ-
ence between families’ gross assets and their
liabilities—rose strongly (table 3). Median wealth
rose 10.4 percent from 1998 to 2001 and 40.5 percent
from 1992 to 2001. The mean rose 28.7 percent in the
shorter period and 71.6 percent in the longer period.
By age group, median and mean net worth show a
“hump”™ pattern that generally peaks in the 53-64
age group. This pattern reflects both life-cycle saving
behavior and the lower expected total lifetime earn-
ings of progressively older age groups. The median
and mean values of wealth rise in tandem with
income groups, a relationship reflecting both income
earned from assets and a higher likelihood of saving
among higher-income families. Wealth and income
show similarly strong differentials across groups
defined in terms of education, racial and ethnic back-
ground, occupation, and housing tenure (own or rent).

Sensitiiityy of Estimatess to the Malue of Eiyuities:

Adjusting for the changes in the market valuation
of assets—particularly corporate equities—that came

7). Although families were asked to rep

8. Liquidity-related reasons include “emergencies,” the possibili-

ties of unemploymemt and health care costs, and having ready momey.[endofnote.]



after the survey would considerably alter the esti-
mates of net worth discussed here. Although one
cannot know what the survey families did and experi-
enced after the interview, one can examine the sensi-
tivity of the wealth estimates. We make the following
assumptions to estimate a value of net worth for the
survey families that reflects the subseguent decline
in equity prices: The values of clesely held busi=
nesses behave like equity priees, all eguities and
business assets ehange iA value like an average peri-
felie eof equities, ne systematie perifelie rearrange-
ments eeeurred sinee the time of the survey, and
ather assets neld abett steady in real terms.

We use the Wilshire 5000 index to adjust the
values of equities and businesses from those reported

at the date of each interview to a value as of Octo-
ber 4, 2002 (a 29.4 percent reduction from the same
date in 2001). The adjustment reduces estimated
median net worth to $80,700—a 6.3 percent decline
relative to the value measured in the survey. The
mean falls to $341,300—a 13.7 percent decline.
Notably, even these adjusted values are above their
1998 levels. Beecause a dispropertionate share ef
egquities and other business assets is held by rela-
tively wealthy families, the adjustment affeets them
dispropertienately; relative t6 the measured values,
wealth weuld fall 14.8 pereent at the 95th per-
eentile ef the distributien ef wealth, 119 persent
at the 90th pereentile, and 7.8 pereent at the
75th persentile:

Fabld'8milFametl yvoethwbytheloygtedl ettarhatiearsitesr istitanoii tam1962, 199, 1988, he@B200d 200k ysurveys

Thousands of 2001 dollars

1995: 1998: 2001:

] 1992 1995:
Family
h y . .
charac ¢ Median Mean Median Mean Median Mean Median Mean
All families 61.3 230.5 66.4 244.8 78.0 307.4 86.1 395.5
@B.1 (6.8) 22) (6.0) 3.0) (10.5) (2.8) 7.7
Pegeetitéle of innmmez
Less than 20 4.9 40.7 6.9 51.3 6.3 52.0 7.9 52.6
20-39.9 344 TBedcentile 38.%f in®ing: 20869.9 104.7 372 114.3
40-59.9 48.9 12@c¥centile 53.60f inkd/id 468%9.9 137.6 62.5 160.9
60-79.9 93.2 17HeBcentile 87.8f int8énd: a42279.9 223.4 1415 2921
80-89.9 1425 27Becentile 148.10f i3Thd: 80582.9 354.0 263.1 456.5
90-100 450.0 1,188¢0centile  410.20f LiR66ne: 492-400 1.684.0 833.6 2,258.2
Agpe of heailYpawsy)
Less than 35 114 56.2 13.9 49.9 929 69.5 11.6 90.7
3544 55.1 1648 of 60.3 head 165(Pears): 6938-44 213.6 776 259.5
45-54 96.8 33468 ofl07.5 head  342ears):  11448-54 394.1 132.0 485.6
55-64 1411 4184 ofl33.2  head 442 (8ears): 13%3-64 579.3 1815 727.0
65-74 121.7 3548 ofl28.0  head 402(Qears): 15%%-74 507.9 176.3 673.8
75 or more 1075 264 1075 head 2985  (years)136.7 75 or 338.3 151.4 465.9
Edeatition of Wead!
No high school diploma 23.1 86.7 26.2 97.3 23.0 85.9 25.5 103.0
High school diploma 47.6 138dlication 60.0 of 153 Ifead: 58.8High schoollHiploma 58.1 180.7
Some college 71.4 21k ducation 54.1 of 218htad: 80.4ome colleg@58.6 71.6 284.7
College degree 1215 420ddcation  120.7 of 4445 t8918ge degree 574.6 213.3 793.7
Racze or etfmitityy of nesypendéatt
White non-Hispanic 86.2 27, thnicit dent: 289.8 103.4 363.9 120.9 482.9
Nonwhite or Hispanic 14.8 ggf“ge or etnict ’%g“po" 1t T891 17.9 109.9 171 115.3
Clawrestit wonkk stattiss of Wead!
Working for someone else 48.5 1511 56.6 158.1 575 182.9 65.0 225.3
Self-employed 178.5 74Cufrent workl8dus of head:8G2@-employe®70.4 1,005.0 352.3 1,257.9
Retired 875 2 260.6 head: R8tled 334.7 113.7 450.1
Other not working 49 %@m wor Mﬁ?g’f R 5o 39 81.9 2.0 179.2
Region:
Northeast 79.3 260.2 95.8 289.9 102.7 329.8 923 450.4
North Central 70.5 21Aedion: 75.8 229.7 87Morth CentraR70.8 104.5 339.4
South 42.7 178eion: South 50.9 215.4 66.7 290.7 73.8 375.7
West 88.2 31Aeion: West 63.3 268.5 66.1 355.5 87.6 439.8
Hauusitgg stattiss
Owner 122.3 333.7 120.2 350.8 143.8 439.9 171.7 558.1
Renter or other 4.0 4Adising 5.6 status: 50.5 Rdnter or 473 4.8 55.0
Paceetitéle of nett wartth
Less than 25 6 -1.1 11 -2 5 -2.0 11 .0
25-49.9 29.0 3PeBeentile 38t6 net 3%8rth: 28516.9 39.1 40.8 44.1
50-74.9 108.4 11Redcentile 108£8 net  11%urth: 39617%.9 139.9 156.1 165.7
75-89.9 252.1 260e8centile  256(7 net  27%drth: 255%8.9 349.8 430.2 449.4
90-100 822.6 1,54dcheentile  78%f6 net 1,6586orth: 996-600 2,105.8 1.301.9 2,754.9

NOTE. See note to table 1.

other

more



Net Warth by Demognagiic Categony.

Between 1998 and 2001, the median and mean values
of net worth grew for most demographic groups.
Among wealth groups, the median net worth of the
bottom quartile grew the most—120 percent—but
from a 1998 base of onily $500. For the other wealth
groups, the median grew at progressively higher rates
ranging frem 14.6 percent for the seeond guartile to
33.4 pereent for the highest deile:

Net worth increased for all income groups, but
particularly so for the top decile of the income distri-
bution, in which the median rose 69.3 percent and the
mean rose 34.1 percent. Over the 1992-2001 period,
median and mean wealth rose the most for the top
quinitile; the increase in the mean in the top decile
was espeeially 1arge—90.1 pereefit.

Among age groups between 1998 and 2001,
median wealth rose the most—30.4 percent—for the
55-64 group, which had experienced slower growth
between 1992 and 1998 than the other age groups.
Over the 1992-2001 period, median wealth grew
the most—more than 40 percent—Tfor the twe oldest
groups; the inerease in the mean for these groups was
alse the largest during beth the post=1992 and pest-
1998 periods.

Across education groups, median net worth rose
only for families headed by persons with less than a
high school diploma or equivalent (10.9 percent) and
for those headed by a person with a college degree
(33.9 percent), Mean wealth rose for all education
groups, but it rose notably—38.1 percent—only for
the highest education group, which also gained dis-
propertionately during the 1992-2001 peried.

The growth in net worth among nonwhite and
Hispanic families was markedly slower than that of
other families in the 1998-2001 period. The median
net worth of nonwhite and Hispanic families declined
slightly, and the mean rose 4.9 percent; in contrast,
the median net worth of other families rose 16.9 per-
cent and the mean rose 32.7 percent. The subgroup of
African Americans families did better than the over-
all minerity greup in the three-year peried: Their
median net werth rese 13.1 pereent, frem $16,800 6
$10,000; the mean rese 8.3 pereedt, frem $69,500 e
§75,700 (net shewn in tables):

The differences between all minority families and
other families are even more striking for the N¥H2-
2001 period: The median wealth of nonwhite and
Hispanic families rose 15.5 percent and the mean
rose 20.4 percent, while the median for other families
increased 40.3 percent and the mean rose 75.7 pef-
cent. Some of the slower growth among nonwhite
and Hispanie families appears to be a consequence

of their relatively lower holdings of equities, which
appreciated strongly over the period.

Across occupation groups, the self-employed
received the largest dollar gains in the wealth mea-
sures over the 1998-2001 period; this result also
holds over the 1992-2001 period. Over the three-year
period, the percentage growth in these measures was
highest for families headed by people who were
feither werking nor retired; nenetheless, wealth for
this greup remained guite small.

The median wealth of families living in the North-
east declined somewhat during the three-year period.
At the same time, mean wealth in this region
increased a bit faster than elsewhere. Over the nine-
year period, the largest percentage growth for the
typical family was seen in the Seuth and the Netth
Central regions.

By housing tenure, the growth of median and mean
net worth was fastest for homeowners in both the
three-year and nine-year periods. These differences
largely reflect higher incomes of homeowners and
generally rising real estate prices.

MSSETS.

After having risen 9.1 percentage points over the six
years from 1992 to 1998, the share of fiiancial assets
in families’ total assets rose 1.3 percentage points in
the three years between 1998 and 2001 (table 4); the
slowdown reflects complex changes in ownership
and holdings of more specific types of fimancial assets
(table 5)—particularly the growth in assets backed
by publiely traded egquities (table 6). By definition,
the rise in the share ef finaneial assets in total assets
is exaetly offset by the desline in the share ef nef=
financiall assets (tables 7 and 8).

The percent of families having any type of asset
in 2001, 96.7 percent, was virtually unchanged from
1998 (table 8); this leveling off follows a period of
growth since at least 1992. Between 1998 and 2001,
the median holding of those with assets increased
9.8 percent, about the same rate of growth seen since
1992. Aeross most of the demographic groups shown
in table 8, percentage ownership of any type of asset
was steady at er near 100 pereent but deelined by
mere than L percentage peint for the families with
ineemes i the lewest 20 pereent ef the distributien,
these headed By persens yeunger than 35 e between
the ages ef 65 and 74, and these headed By persens
whe were neither retired fer werking: The median
helding of asseis ameng families having any asssis
Fase for nearly every graup; exeeptiens were small
declines fof flies with incemes in the 46t i8



60th percentiles of the distribution of income and
households headed by retired persons.

Fimancial! Mssets:

After showing declines in earlier surveys, the share
of transaction accounts in total assets held about
steady between 1998 and 2001 (table 4). The share
of another important type of deposit, certificates of
deposit, continued its longer-term pattern of decline.
The shares of formal retirement accounts and of
“other managed assets” both increased netably frem
1998 t6 2001.

Overall ownership of any fimancial asset rose only
slightly from 1998 to 2001 after showing steady
increases in the past several surveys (table 5). The
median holding increased 14.3 percent between the
two most recent surveys, only a small part of the
97.2 percent increase since 1992. Across demo-
graphie groeups, there were marked changes in ewner-
ship enly for a few greups; ewnership declined at
least 1 pereentage peint for families headed by per=
sens aged 65 to 74 and families headed by retired
persens. Median heldings f finansial assets went up
8r were unehanged for mest greups; the enly netable
decline was ameng heusehelds headed By retired
Persens:

Transaction Accounts and Certificates of Depasiit

In 2001, 90.9 percent of families had some type of
transaction account—a category comprising check-
ing, savings, and money market deposit accounts,

TablévValue \Wdl fimafcfahancieks asfedhl ddiralli€amdiids]bdistdibuted
by type of asset, 1992, 1995, 1998, and 2001 surveys

Percent

Type of fifiaarmial

1992 1995 1998 2001
asset

Transaction accounts 175 139 11.4 115
Certificates of deposit 8.0 5.6 43 31
Savings bonds 11 13 T T
Bonds 8.4 6.3 43 4.6
Stocks 16.5 15.6 22.7 21.6
Mutwal funds (excluding

money market funds) 7.6 12.7 12.4 12.2
Retirement accounts 25.7 28.1 276 28.4
Cash value of life insurance 59 72 6.4 53
Other managed assets 54 59 8.6 10.6
Other 3.8 33 1.7 1.9

Total 100 100 100 100
Mo
Financial assets as a

share of total assets 316 36.7 40.7 42.0

NOTE. For this and following tables, see text for definition of asset
categories. Also see note to table 1.

money market mutual funds, and call accounts at
brokerages. This ownership rate is onlyl/2percentage
point higher than in the preceding survey, but it is
4.0 percentage points higher than the level in 1992.
Families that did not have transaction accounts in
2001 were disproportionately likely to have low
incomes, to be younger than 35, to be nonwhite or
Hispanie, to be headed by a persen who was neither
weorking nef retired, to be a renter, and te have
relatively lew levels ef wealth (see bex “Families
witheut a Cheeking Aeeeunt”); hewever, the rate ef
ewnership rese at least slightly fer all of these greups
Between 1998 and 2001.

Median holdings of transaction accounts rose
21.2 percent from 1998 to 2001. Across the demo-
graphic groups shown, median holdings rose or
were unchanged for almost every group. The rate
of increase was particularly pronounced for families
headed by persons aged 55-74 and families in the
highest inceme and wealth groups.

Certificates of deposit (CDs), interest-bearing
deposits with a set term, are traditionally viewed as
a low-risk saving vehicle, one often used by people
who desire a safe haven from the volatility of finan-
cial markets. The fraction of families owning CDs
continued the slow increase observed singe 1995;
it edged up te 15.7 pereent in 2001. Ownership rose
mest netably for families with ineemes in the tep
deeile of the distribution and for families headed
By self-employed persens; ewnership deslined neta-
Bly fer the pre-retirement, 55-64 age greup. The
gverall median value of €D heldings fell 8.0 per-
eent ever e 1998-2001 peried, and the desling
wag shared by mest demegraphic greups: neiable
gxeeptions were e tep decile of the inceme disti-
Butien, families Readed By g@féaﬂé yBunger {han
38, nonwhite or Hispanic familiss, and families
?@8{??8%99 By persens whe were Relther werking ner

Savings Bonds and Other Bomdhs

Savings bonds are owned disproportionately by fami-
lies headed by persons between 35 and 64 years of
age, by families with incomes in the highest 40 per-
cent of the distribution, and by families in the top half
of the distribution of net worth. From 1998 to 2001,
the overall share of families owning savings bonds
declined 2.6 percentage points, to 16.7 pereeit; from
1992 te 2001, it declined 5.6 percentage points. The
median helding fell slightly ever the three-year
peried, te $1,000, and that deeline was shared by
mest greups:



Fagitivngdthou] MaClikeking Acepant hecking Account

Between 1998 and 2001, the proportion of: families with
any type of transaction account rose 1/2 percentage point
(table 5), and the share without a checking account fell
the same amount, from 13.2 percent to 12.7 percent (not
shown in tables). The decline in the fraction of families
without a checking account follows a longer trend; in
1992, 16.6 percent of: families lacked such an aceount.

Among families without a checking account in 2001,
50.4 percent had held such an account in the past. Among
families without a checking account, 59.3 percent had
incomes in the lowest 20 percent of that distribution,
55.8 percent were headed by persons younger than 45,
and 57.4 percent were nonwhite or Hispanic.

The SCF asked all families that did not have a check-
ing account to give a reason for not having an account
(table). The most commonly reported reason—given by
28.6 percent of families—was that the family did not
write enough checks to make account ownership worth-
while. Another 14.0 percent said that they did net have
enough fmoney to fmake accoumt owneiship weorthwhile.
And 22.6 percent sald that they did net like dealing with
baniks; this respense shewed the largest inerease sinee
1998—4.1 percentage points.

1. For the definition of transaction account, see the main text. For a[note:
discussion of the ways that lower-income families obtain checking and
credit services and the effects that developments in electronic transactions
may have on such families, see Jeanne M. Hogarth and Kevin H.
O’Domedll, “Bamkiing Relationships of Lower-Income Families and the
Governmenital Trend toward Electronic Paymenits,” Fedéeall Reseevee Bul-
Jetiin, voll. 85 (July 1999)), pp. 459-7/3 [endofnote.]

Other types of bonds were held by only 3.0 percent
of families over the three-year period. As measured
in the survey, the ownership rate had been declining
steadily before then—it was 5.7 percent in 1989,
Ownership is notably more likely among families in
the highest income and wealth groups. The median
value of holdings fell 10,9 percent over the three-year
period. But a steady rise in the mean (not shown in
tables) in the 1989-98 period of declining ewnership
rates suggests that these bends remain an impertant
part ef the finanelal assets of seme relatively wealthy
families.

9. Other bonds as reported in the survey are held directly afnbte:
include corporate and mortgage-backed bonds; federal, state, and
local government bonds; and foreign bonds. In the survey, fifirancial
assets held indirectly are those held in mutual funds, in retsrement
accounts, and in other managed assets.[endofnote.]

When attention is further restricted to families that once
had a checking account (not shown in tables), some substan-
tively different patterns emerge. The proportion of: such
families reporting that they do not like banks declined to
18.2 percent in 2001. This decline is offset by an increase in
the proportion repotting that they could not manage a
checking account and an inerease in the propeftion giving
mere strictly ‘‘economic™ reasons—12.8 percent said that
service sharges were tee high, and 6.3 pereent said that they
had seme sert of eredit problem.[endofbox.]

Distribution ofabtes@isteitedioy whpeasdestifed thgirespondents for their
families’ not having a checking account, by reason,
1992, 1995, 1998, and 2001 surveys

Percent
Reason 1992 1995 1998 2001

Do not write enough checks

to make it worthwhile 30.4 25.3 28.4 28.6
Minimum balance is too high 8.7 8.8 8.6 6.5
Do not like dealing with banks 15.3 18.6 185 22.6
Service charges are too high 11.3 8.4 11.0 10.2
Cannot manage or balance

a checking account 6.5 8.0 7.2 6.6
No bank has convenient hours 1] For the definition of transaction acc

or location 8 1.2 1.2 4
Do not have enough money 21.2 20.0 12.9 14.0
Credit problems 7 14 2.7 3.6
Do not need/want an account 32 4.9 6.3 53
Other 1.9 35 31 2.1

Total 100 100 100 100

Publicly Traded Stocik

The direct ownership of publicly traded stocks is
more widespread than the direct ownership of bonds,
but it is also concentrated among high-income and
high-wealth families. The fraction of families with
such stock holdings has been rising since 1995; it
rose 2.1 percentage points over the most recent three-
year period, to 21.3 percent. Ownership went up for
almest every group; exceptions were families with
ineemes in the 40th to 60th percentiles of the distriby-
tien and families headed by persens aged 45 te 54 of
65 te 74. Inereases in ewnership were mest netable
for families at the tep ef the ineeme and wealth
distributiens, and they were spread reughly sgually
8ver raeial and ethnie greups:

Despite the decline of major stock price indexes in
2001 to about the levels of 1998, the megliannsabagiofas reported in the su
stock holdings increased 5.3 percent over that three-
year period. Across demographic groups, the changes
in medians were mixed. However, the median



increased notably for families headed by persons
aged 55 and older and for families with net worth in
the highest 10 percent of the distribution. The median
increased substantially among families living in the
Northeast (not shown in tables); the median grew
meore slowly or declined in other areas.

Mutual Funds

The pattern of ownership of mutual funds (which, in
this article, are those held directly and exclude money
market funds) is very similar to that of stocks. In a
continuation of earlier trends, the fraction of families
owning mutual funds rose 1.2 percentage points over
the 1998-2001 period, to 17.7 percent. Over this
period, the percent of families with stock funds and
taxable funds ef gevernmeni-backed bonds rese,
while the ewnership of tax-exempt bend funds, ether
bend funds, and esmbinatien funds fell. The rise iA
ewnership ef mutual funds ef any type was spread
aeress all ineeme greups. But it was partieularly steep
in the highest decile: The patierns were semewhat
mixed agress oiher greups; e Inereases were arge
for familieg headed by persens aged 55 and eldsr.
The rate of swnership rese for whiie nen-Hispanis
families; and it fell for other families:

Between 1998 and 2001, the median value of
mutual fund holdings for families with such funds
grew 28,7 percent, a somewhat faster pace than that
over the preceding two surveys. The most notable
inereases were for families with incomes in the high-
est declle, families headed by self-employed werkers,
hemeowaners, and families with wealth in the lewest
guartile of the highest deeile. Median heldings alse
grew substantially fer nenwhite of Hispanie families
but frem a mueh lewer base than was the ease fef
ather familiss:

Retirement Accountss

Ownership of tax-deferred retirement accounts
increases with both income and net worth. Owner-

10. The tax-deferred retirement accounts consist ofi IRAs, Keogh
accounts, and certain employer-sponsored accounts. Employer-
sponsored accounts include 401(k), 403(b), and thrift saving accounts
from current or past jobs; other current job plans from which loans
or withdrawals can be made; and accounts from past jobs from which
the family expects to receive the account balance in the future. This
definition ofi employer-sponsored plans is intended to confine the
analysis to amounts that are portable across jobs and to which families
will ultimately have full access.

IRAs and Keoghs may be invested in virtually any asset, including
stocks, bonds, mutual funds, options, and real estate. In principle,
employer-sponsored plans may be similarly broadly invested; in

ship is also more likely among families headed by
persons less than 65 years of age. The older group is
less likely to have such accounts for several reasons.
First, even though retirement accounts have been in
existence for about twenty years, they may not have
become common until relatively late in the careers of
people in the group. Second, once a person reaches
age 59142 funds in retirement aceounts may be with=
drawn witheut penalty, and seme in the greup may
have defie se. Third, families may have used funds
frem retirement aceeunts assumulated from previeds
empleyment t6 purchase an annuity at retirement;
annuities are treated in this artiele as a separate type
of managed asset:

From 1998 to 2001, the fraction of families with
retirement accounts rose 3.3 percentage points, to
52.2 percent. In 2001, 20.9 percent had only an
employer-provided account of the types included
here, 18.4 percent had only an IRA or Keegh aceotiit,
and 12.9 pereent had beth (net shown in tables).
Among these three greups, grewth was slowest for
the first group. Ownership ef any type of retirement
aceeunt was up in almest every demegraphic greup:

The median holding of tax-deferred retirement
assets rose LL1 percent over the recent three-year
period; although this rate is notably lower than the
nearly 33 percent rate of growth registered between
1995 and 1998, it is more in line with earlier trends.
In the 1998 to 2001 period, growth in the median
was particularly marked for families with incemes in
the highest 40 percent of the distribution and fami-
lies with net worth in the highest guarter ef that
distributien.

Families may accumulate a variety of assets and
income entitlements to support their retirement. As
noted earlier, the most common set of reasons sutvey
respondents gave for saving was retirement related.
Thus, many of the assets described under categories
other than retirement accounts are likely to be an
important part of the retirement saving plan for
families.

At least two common types of retirement plan
are not included in the assets described in this sec-
tion: social security (the federally funded Old-Age
and Survivors’ Insurance program, or OASI) and

letnployer-sponsored defined-benefit plans. OASPIighe tax-deferred retire

well deseribed elsewhere, and it covers the great
majority of the population. The retirement income
provided by defined-benefit plans is typically based

practice, individuals® choices for investment are often restricted to a
narrower set offered by their employers.[endofnote.]

11. For a detailed description ofi OASI, see Social Security Admin-
istration, “Omline Social Security Handbook,” Publication 65-008,
w552, gov/OP_ Homey/frendibaaid/sse-hiblk hiton [endofnote. ]

[note:
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A. 1998 Survey of Consumer Finances

Family
characteristic

All families

Pegeetitéle of innamez
Less than 20
20-39.9

40-59.9

60-79.9

80-89.9

90-100

Agge of heaiil fpaasy)
Less than 35

35-44

45-54

55-64

65-74

75 or more

Rawee oF etfmitityy of resyendbatt
White non-Hispanic
Nonwhite or Hispanic

Clawrestit wonkk stattiss of Wead!
Working for someone else
Self-employed

Retired

Other not working

Hauusitgg stattiss
Owner
Renter or other

Paceetitéle of net wartth
Less than 25

25-49.9

50-74.9

75-89.9

90-100

All families

Pegeetitéle of innmmez
Less than 20
20-39.9

40-59.9

60-79.9

80-89.9

90-100

Agge of heatil fpaas))
Less than 35

35-44

45-54

55-64

65-74

75 or more

Rawee oF etfmitityy of resyendbatt
White non-Hispanic
Nonwhite or Hispanic

Clawrestit workk stattiss of Wead!
Working for someone else
Self-employed

Retired

Other not working

Hauusitgg stattiss
Owner
Renter or other

Paceetitéle of net warntth
Less than 25

25-49.9

50-74.9

75-89.9

90-100

Trans-
action
accounts

90.5

68.5
90.3
95.1
98.8
99.6
99.7

84.6
920.5
93.5
93.9
94.1
89.7

94.7
75.8

927
95.4
87.2
69.1

96.2
79.2

721
91.4
98.5
99.7
100.0

33

1.6
2.5

82
19.6

54
12

7
1.9
52

114
25.0

Certifi- . Retire-
cates of S;Wu;%s Bonds Stocks I\Iﬂ[uuéal ment
deposit on unds accounts
15.3 19.3 3.0 192 16.5 48.9
1214 4.9 * 3.7 3.2 9.4
15.6 Perdéhtle *of 9idcome: 8.7 20-33M9
15.4 Perdéhile 2.af 17i8come: 13.8 40-5335
15.2 Per@m@le 2.8f 21icome: 20.2 60-7602
17.9 PerBéndle 3.2f 32ifcome: 28.8 80-89%3
185 Per8h@le 10.8f 53.6ncome: 44.3  90-80%
6.2 17.2 1.0 131 12.2 39.8
9.4 Age4.9 of L5 head 18.9 (yeardp.0 35946
11.8 Agel.8 of 2.8 head 22.6 (year®3.0 45%2
18.6 AgdB.1 of 3.5 head 25.0 (yeard)5.2 55864
29.9 Agdé6.1 of 7.2 head21.1 (yeariB.0 68674
35.9 Agd2.0 of 5.9 hdR10 16dars):  16.7 75
17.9 Rac%%lielhnicity (J?'r%spondengz-Jl 8.8 53.7
6.4 9.2 4 921 8.4 321
1114 21.8 19 195 16.6 58.9
1.7 Cu2én® work stitds of h&@l5 Self-e@@#l8yed 53.5
28.8 Curiigh4  work5.1 status 17.bof hebd:8  Reti28d8
7.6 Curtdn works status 8.8 of HeBd: Qthsr not
18.9 23.3 38 24.9 21.0 58.4
8.3 Houking 13 stat8sf) 75 Redfe? or
3.0 7.0 * 32 24 185
9.8 Perddhtle ofc net 9.4 worth: 8.7 25-4443
19.6 Pergshiile 2.2 neti8.8 worth:15.3 50-7584
30.2 Per@h@le ad.4 net36.4 worth35.5 75-89200
26.8 Eﬁ&gmglec 4.9 ne68.7 wort#6.4  90-8800
Stocks Bonds
16.3 11 48.8 19.0 27.2 26.1
10.9 14 ® 16.3 21.8 6.5
21.8 Perckritile  of 10ifcome: 27.2 20-39.9.8
15.2 Percerfiile 2340 8ificome:  10.9 40-5918.1
15.8 Percergile 208 16iBcome: 19.6 60-722.9
17.4 Percerftile 204t 19i6come: 21.8 80-8%4B.1
21.8 Perckritile 117.6f 54.4ncome: 65.3 90-19R0
2.7 5 33 5.4 7.6 7.6
8.7 Age .8 of 60.2 head 13.1 (years}5.2 3923
125 Agel.l of 34.5 head 26.1 (years32.7 453340
185 Agel.6 of 108.8 head 22.9 (yearsh3.1 556.9
21.8 Age2.2 of 56.6 head 54.4 (year$5.3 6%7.4
32.7 Age5.4 of20.5 héidl 4 Gyedrs): 32.7 75
185 Racdok ethnicity méspondengl-g 316 28.3
6.8 8 154 938 10.9 142
9.8 7 16.3 10.9 17.4 21.8
23.9 Curdet work BB of héil6 Self-end@dyed 53.9
26.1 Curi2rik worl64.4 status 54.4f he&®.9 Reti®8.7
10.9 Currest works statusl2.0 of ed: Oté& not
19.6 11 45.2 21.8 32.7 32.7
10.9 Housiry 54.4 stat&7 131 Rent8r5 or
1.6 4 ® 8 1.6 2.3
6.7 Percerflile o net 3.3 worth: 6.5 25-49.9.0
16.3 Perckritile 0.9 net 8.7 worth:15.2 50-7430.5
27.2 Per@itile 7.2  net28.6 worth:38.4 75-8%4.8
47.9 Per@itile 108.8 ne02.5 worthl6.5 90-13M1

Median value of holdings for families holding asset (thousands of 2001 dollars)

Life

insurance

29.6

16.6
22.2
277
347
44.3
49.0

18.0
29.0
329
35.8
39.1
or32.6

321
20.8

275
395
324
17.6

36.9
15.2

10.7
23.8
35.6
455
52.2

7.9

4.4
54
4.6
8.2
10.9
19.6

2.9
9.3
10.9
10.3
9.3
or 5.4

8.2
54

7.6
12.5
6.5
54

8.7
54

13
54
7.6
10.9
21.8

Other
managed  Other
assets
5.9 9.4
3.0 8.3
45 8.0
4.0 10.5
71 9.9
7.2 8.7
14.9 115
1.9 1604
3.9 11.8
6.5 9.1
6.5 8.4
11.8 73
11.6 6.4
71 9.7
1.7 8.3
4.2 94
8.7 141
9.9 6.8
* 10.9
7.7 8.7
2.4 16.8
* 7.9
2.4 16.6
5.9 8.2
16.2 16.2
22.1 1
Rasiifasance
343 33
174 T
27.8 14
25.5 2.7
32.9 54
27.2 6.2
98.0 27.2
21.2 1.1
27.2 2.7
42.8 6.5
70.8 10.9
45.0 6.5
327 8.9
34.8 4.4
25.1 1.1
327 2.0
42.8 7.6
34.8 7.6
% 5
34.8 54
25.1 1.1
% 5
10.9 2.0
21.8 6.5
25.5 7.6
130.6 21.8

Any
finamoiakl
asset

75.6
93.0
97.1
99.1
99.8
100.0

88.6
93.3
94.9
95.6
95.6
92.1

96.3
81.2

94.8
96.9
90.3
75.2working

97.5
84.1 other

78.0
94.8
99.1
99.9

10668

Savings
bonds

24.5

2.0
71
17.6
39.8
87.6
241.1

5.0
24.9
41.1
49.6
49.9
39.9

327
71

20.8

49.0

357
2.7working

44.9
3.8 other

11
114
46.8

157.2
500.1

more

more



Percentage of families holding asset

F abteohitdeantinued
B. 2001 Survey of Consumer Finances
. Trans- Certifi- . Retire- . Other Any
Famnl_y_ . action cates of Savings Bonds Stocks Miutual ment . Life managed  Other finanoiahl
characteristic p bonds funds insurance
accounts deposit accounts assets asset
All families 90.9 15.7 16.7 3.0 21.3 17.7 52.2 28.0 6.6 9.3 93.1
Pegeetitéle of innmmez
Less than 20 70.9 16.0 3.8 * 38 3.6 13.2 13.8 22 6.2 74.8
20-39.9 89.4 14.7  Perdéntile *of 1iiBcome: 9.5 20-3833 24.7 33 9.9 93.0
40-59.9 96.1 17.4  Perdshtlle 1.6f 16idcome:  15.7 40-552.8 25.6 5.4 9.9 98.3
60-79.9 98.8 16.0 Peréshidle 3.3f 26idcome: 20.6 60-7987 35.7 85 9.0 99.6
80-89.9 99.7 18.3 Per8énBle 3.9f 37idcome: 29.0 80-8837 38.6 10.7 16.8 99.8
90-100 99.2 22.0 Per@htfle 12.5f 60.6ncome: 48.8  90-88(8 41.8 16.7 125 99.7
Agpe of heailYpawsy)
Less than 35 86.0 6.3 12.7 * 174 115 45.1 15.0 21 104 89.2
35-44 90.7 98 Ag@2.6 of 21 head21.6 (yeard)l.5 36144 27.0 31 9.5 93.3
45-54 92.2 152  Ag81.0 of 2.8 head 22.0 (yeard0.2 45354 311 6.4 85 94.4
55-64 93.6 144  Agdd4.3 of 6.1 head26.7 (yearB1.3 55961 35.7 13.0 16.6 94.8
65-74 93.8 29.7  Agdl3 of 3.9 head20.5 (yeardp.9 684701 36.7 11.8 85 94.6
75 or more 93.7 36.5 Agd2.5 of 5.7 hgdd8 18/&ars): 25.7 75 or33.3 112 73 95.1 more
Rawee oF etimitityy of resypuvdbatt:
White non-Hispanic_ 94.9 185 RackDfethnicity of Bspondeng4-5 20.9 56.9 29.8 8.2 9.2 96.5
Nonwhite or Hispanic 78.2 6.7 78 4 11.0 72 373 22.3 18 9.7 824
Clawrestit wonkk stattiss of Wead!
Working for someone else 92.4 11.3 19.4 2.0 20.9 17.3 61.5 27.4 53 94 947
Self-employed 95.2 18.7 Curtén work sttds of h2@8 Self-e@plByed 58.9 346 6.9 12.4 97.4
Retired 88.9 27.0 Curtdh4  work4.5 status 19.%f hebd:3  Reti2&dl 29.1 104 7.9 90.8
Other not working 70.5 8.3 Curréht work«  statusl3.2 of  1BeBd: Q®ar not 12.8 5.6 6.5 72.9working
Hausingg stattiss
Owner 96.5 20.6 21.2 4.0 27.0 22.7 62.6 345 8.9 8.8 97.7
Renter or other 79.3 6.7 Houshg 7 stat@3 71 ReBged or 143 2.0 10.4 83.5 other
Paceetitéle of net wartth
Less than 25 72.4 18 43 * 5.0 2.5 18.9 6.9 * 79 77.2
25-49.9 93.6 8.8 PerdéhBile of net 9.5 worth: 7.2 25-4433 26.0 1.3 8.6 96.5
50-74.9 98.2 23.2 Per@tile of net20.3 worth:17.5 50-7632 345 6.2 8.7 98.9
75-89.9 99.6 301 Per@@le 05.3 net41.2 worth35.9 75-89A6 41.7 13.9 9.4 99.8
90-100 99.6 26.9 Per@éBle §4 neb4.3  wortt§i4.8  90-8004 48.6 26.4 161 }gg 0 i
SeMeuBtocks e ts

All families 4.0 15.0 1.0 43.5 20.0 35.0 29.0 10.0 70.0 4.0 28.0
Peceetitéle of iinzome
Less than 20 9 10.0 1.0 ® 75 21.0 45 3.6 24.2 17 2.0
20-39.9 1.9 14.0 6 ® 10.0 24.0 8.0 6.2 36.0 3.0 8.0
40-59.9 2.9 13.0 5 10.0 7.0 24.0 13.6 7.0 70.0 3.0 171
60-79.9 5.3 15.0 1.0 40.0 17.0 30.0 30.0 12.0 60.0 3.0 55.5
80-89.9 9.5 13.0 1.0 50.0 20.0 28.0 55.0 10.0 70.0 7.0 971
90-100 26.0 25.0 2.0 88.7 50.0 875 130.0 24.0 112.0 15.0 364.0
Agpe of heal (Yyears)
Less than 35 1.8 4.0 3 ® 5.7 9.0 6.6 10.0 40.0 1.3 6.3
35-44 3.4 6.0 1.0 13.6 15.0 175 28.5 9.0 50.0 2.0 26.9
45-54 4.6 12.0 1.0 60.0 15.0 38.5 48.0 11.0 60.0 5.0 45.7
55-64 55 19.0 2.5 60.0 375 60.0 55.0 10.0 55.0 10.0 56.6
65-74 8.0 20.0 2.0 71.4 85.0 70.0 60.0 8.8 120.0 8.0 51.4
75 or more 73 25.0 3.0 35.0 60.0 70.0 46.0 7.0 100.0 175 40.0
Rawee oF etfmitityy of razppentient
White non-Hispanic 4.8 15.0 1.0 50.0 22.0 40.0 35.0 10.0 70.0 5.0 38.5
Nonwhite or Hispanic 1.7 9.0 7 76 8.0 175 10.0 8.1 45.0 17 72
Clarrestit workk stattiss of Head
Working for someone else 32 9.0 1.0 26.0 11.0 20.0 24.5 9.5 55.0 2.5 24.3
Self-employed 85 16.0 2.0 71.9 35.0 98.0 54.6 17.0 109.0 12.0 61.0
Retired 5.0 25.0 4.0 50.1 60.0 70.0 54.0 9.0 100.0 10.0 325
Other not working 1.9 40.0 3 ® 8.0 40.0 20.0 10.0 39.0 2.0 6.2
Hausingg sstatus
Owner 5.8 15.0 1.2 50.0 22.0 40.0 38.2 10.0 70.0 6.0 50.5
Renter or other 1.2 10.0 4 29.6 6.3 10.0 6.8 75 40.0 2.0 3.9
Preetitéle of net wanth
Less than 25 7 15 2 ® 13 2.0 2.0 18 ® 10 1.3
25-49.9 2.2 5.0 5 ® 3.2 5.0 75 5.2 10.1 2.3 10.6
50-74.9 55 115 1.0 ® 8.3 15.0 30.0 9.0 22.0 45 53.1
75-89.9 13.7 20.0 2.0 20.0 25.6 375 76.5 12.0 70.0 10.0 201.7
90-100 36.0 40.0 2.0 90.0 122.0 140.0 190.0 30.0 200.0 30.0 707.4

M F&9E S H81dings for famifieshEMHTHYE88EP Tthousands of 2001 dollars)



on workers’ salaries and years of work with an
employer, a group of employers, or a union. Unfortu-
nately, income streams from OASI and defined-
benefit plans cannot be translated directly into a
current value because valuation depends critically on
assumptions about future events and conditions—
work decisiens, earnings, inflatien rates, disceunt
rates, mertality, and se en—and ne widely agreed-
upen standards exist for making these assumptions.

However, the SCE does contain substantial infor-
mation (not shown in tables) for family heads and
their working spouses or partners regarding the
defined-benefit and account-type plans to which fami-
lies have rights; the survey also collects data on
benefits that are being received or will be received. In
2001, 57.1 percent of families had rights to some type
of plan ether than OASI threugh eurrent or past werk,
a level virtually the same as in 1998. Of sueh families
in 2001, 43.5 percent had enly an aseeunt=type plan,
35.3 percent had enly a defined-benefit plan, and
21.1 percent had both. Comparable data are not avail-
able for all types of pensions in 1998. However, when
attention is restricted to plans offered through the
current job of the family head or that person’s spotise
of partner, the distribution of plan types is aboeut the
same In 1998 and 2001; this result stands in centrast
te evidenee frem earlier strveys that shews a eontinu-
ing shift teward assetnt-type plans.

In many account-type pension plans, contributions
may be made by the employer, the worker, or both. In
some cases these contributions represent a substantial
amount of saving, though workers may offset this
saving by reducing their saving in other forms.
Employer's contributions also represent additional
ineeme for the worker. In 2001, 86.0 percent of
families with aceeunt=type plans en a esurrent job had
empleyers whe made eentributions te the plan, and
87.0 percent of families with sueh plans made €ontH:-
Butiens themselves:

The eligibility of working family heads to partici-
pate in some type of job-related pension rose from
55.0 percent in 1998 to 57.1 percent 2001. Participa-
tion by eligible workers is usually voluntagy. In 2001,
26.2 percent of family heads who were eligible to
participate failed to do so, up from 23.2 percent in
1998. The choice to participate appears to be related
strongly to income. Of heads of families with income

1 . For one possible calculation of net worth that includes the
annuity value of defined-benefit pension benefits and OASI payments,
see Arthur B. Kennickell and Annika E. Sunden, ‘“Pensioms, Social
Security, and the Distribution of Wealth,” Finance and Economics
Discussion Series 1997-55 (Board of Governots of the Federal
Reserve System, October 1997). Papers in this series from 1996 to
date are available at wwwy.federalreserve. gov/pubs/feds.[endofnote.]

in the lowest 20 percent of the distribution, 46.4 per-
cent who were eligible declined to participate; in
contrast, among heads of families with incomes in
the highest 10 percent of the distribution, only
15.3 percent of eligible workers declined to partici-
pate. Among family heads who were eligible but
chese fiot to participate, 32.9 percent were covered
by a defined-benefit plan, a level dewn frem 35.8 per=
eent in 19986.

Cash Value Life Imsunzmes

Cash value life insurance combines an investment
vehicle with insurance coverage in the form of a
death benefit. Some cash value policies offer a high
degree of choice in the way the policy payments are
invested. Investment returns on cash value life insur-
ance are typically shielded from taxation until the
money is withdrawn; if the funds remain untapped
until the policyholder dies, the beneficiary of the
policy may receive, tax-free, the death benefit or the
cash value, whichever is greater. In contrast, tefm
insuranee, the ether pepular life instiranee type, offers
only a death benefit. One atiraction ef cash value
peliies for seme people is the fast that it premetes
fegular saving funded threugh the required pelisy
premium.

Ownership of cash value policies is widespread,
with a tendency toward higher levels among families
with higher levels of income and wealth. From 1998
to 2001, ownership of suich policies declined 1.6 per-
cent, to 28.0 percent, a movement that continues an
earlier trend of falling ewnership. Decreases were
broadly spread ever demographie groups. The decline
in ewnership of cash value pelisies appeats to reflest,
in part, a deeline in ewnership of any type ef life
instiranee.

Over the three-year period, ownership of any type
of life insurance for anyone in the family dropped
from 72.0 percent of families to 69.3 percent (not
shown in tables). Among those with policies, term
insurance has become relatively more populak, per-
haps because it offers higher levels of death benefits
for a given premium and is widely available as an
empleyer-provided benefit; moreover, cash value
insuranee is eempeting with an expanding set ef
alternatives for investment.

The median holdings of cash value insurance for

[¥8filies that had any has been rising over the 1@dfh 0" one possible calc

2001 period. It rose 26.6 percent over the most recent

13. The survey measures the value of such policies according to
their current cash value, not their death benefit.[endofnote.]



three-year period, during which gains were spread
across most groups. The broad increase in typical
holdings suggests that the decline in ownership
removed families with relatively small holdings. A
possible explanation of the rise in ownership and use
among families in the oldest age group may be the
mete intensive use of such policies for estate plan-
fing; as for the increase among the yeunger families,
they may regard sueh eontractually determined sav-
ing as a eenvenient way te start a saving plan.

Other Managed Assatts

Ownership of other managed assets—personal annu-
ities and trusts with an equity interest and managed
investment accounts—is concentrated among fami-
lies with higher levels of income and wealth and
among families headed by persons aged 55 and older.
From 1998 to 2001, overall ownership of these assets
rose 0.7 percentage peint. Among the component
assets, a small deeline in ewnership ef annuities was
offset by inereases for trusts and managed investment
aceeunts (net shewn in tables). Ownership inereased
markedly ameng families with ineemes iA the highest
20 pereent of the distribution and with net werih in
the tep quarier of the gistributien

Between 1998 and 2001, the median value of such
managed assets more than doubled to $70,000, a
move paralleling the increase noted earlier in the
share of other managed assets in total financial assets.
At the same time, holdings increased for almost all
demographic groups, and some of the propertional
inereases were large. Although these assets are net
breadly held, elese examination of the data indicates
that the inereases are net driven by eutliers; rather,
the distributien ef heldings appears te have simply
risen everall. 1n terms of the underlying compenents,
gverall heldings of managed investiment aceeuAts
inereased mere rapidly than heldings ef trusts, whieh
iR turn inereased mere rapidly than annuities (et
shewa in tableg).

Other Financial Asssits

For other financial assets—a heterogeneous category
including oil and gas leases, futures contracts, royal-
ties, proceeds from lawsuits or estates in settlement,
and loans made to others—ownership was about
unchanged in the three-year period. Ownership of
stich assets tends to be more common among higher
income and wealth groups. Changes in ownership
across demographic groups were mixed, but median

holdings for those who had such assets rose 21.2 per-
cent, to $4,000.

Some publicly traded companies offer stock
options to their employees as a form of compensa-
tion. Although stock options, when executed, may
represent an appreciable part of a family’s net worth,
the survey does not specifically ask for the value of
these options. Instead, the survey asks whether the
family head or that person’s spouse or partner had
been given stock options by an employer during the
preceding year. In 2001, 11.4 percent of families
reported having received stock options, a share virtu-
ally the same as in 1998 (not shown in tables).

Direct and Indirect Holdings
of Publicly Traded Stocks

Families may hold stocks in publicly traded compa-
nies directly or indirectly, and information about each
of these forms of ownership is collected separately
in the SCF. When direct and indirect forms are com-
bined, the data show considerable growth in stock
ownership from 1992 (table 6). In 2001, 51.9 percent
of families held stock in some forim, a level 3 perceiit-
age pelats above that in 1998. Ownership rates tend
te be highest ameng families with higher incemes
and families headed by persens aged 35 te 64. Over
the mest reeent three-year peried, ewnefship rates
rese for almest all the greups shewn.

The median value of direct and indirect stock hold-
ings for those who had stock rose from $27,200 in
1998 to $34,300 in 2001, a 26.1 percent gain that was
spread over most of the demographic groups. The
median more than doubled for the groups of families
headed by persons aged 65 and more. At the same
time, the ratie of the value of all families’ stoeks to
the value of all families’ financial assets rose 2.1 per-
centage peoints.

14. See David Lebow, Louise Sheiner, Larry Slifman, and Martha
Starr-McClwer, “Recent Trends in Compensation Practices,” Finance
and Economics Discussion Series 1999-32 (Board of Governors of the
Federal Reserve System, July 1999).[endofnote.]

15. Because such options are typically not publicly traded or their
execution is otherwise constrained, their value is uncertain until the
exercise date; until then, meaningful valuation would require complex
assumptions about future movements in stock prices.[endofnote.]

16. In theory, families in the survey might have had a good idea
of: the value of: options they had received from their employers and
included that value in their reports of miscellaneous assets. However,
in the 2001 survey, only one family reported receiving options from
an employer and reported options as a miscellaneous asset, and in that
case the two sets of: options may not have been the same; no family
made such a report in the 1998 survey.[endofnote ]

[note:

[note:

[note:
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Percent except as noted

Families having stock holdiagfilies having stock holdings,

Mecian value among families Stock holdin s as share of

Families having stsfaotitibd hraysng stock holdings, with holdings

Family (thousands of 2001 dolla s group’s finsncial asset
characteristic . -
. _Direct or |nd|@cé,g§l or indicect: . .
1992 1995 1998 2001 1992 1995 1998 2001 199NrectorirkB@Ht:1992 Iﬁﬁﬂlormdlrect:ZOOl
All families 36.7 40.4 48.9 51.9 13.0 16.9 272 343 337 39.9 53.9 56.0
Pegeetitéle of innmmez
Less than 20 73 6.5 10.0 124 9.9 4.3 5.4 7.0 143 14.2 20.4 36.9
20-39.91 20.2 247 30.8 Perced®$ ot.9 inGofhe: 1020-39.91 75 16.7 26.7 29.7 34.9
40-59.9 33.6 415 50.2 Percer®@l 62 ific@me: 13.140-59.45.0 20.5 28.4 37.9 46.4
60-79.9 51.1 54.3 69.3  Percei&? 16f1 TdoBme: 20.460-79.98.5 27.9 35.6 45.7 51.7
80-89.9 65.7 69.7 77.9 PerceBRd 133 28@me:  49.0 80-89.64.6 323 41.3 50.4 57.4
90-100 77.0 80.0 90.4 Perce@9®6 588 69nBome:  146.5 90-1B47.7 40.5 45.4 62.5 60.4
Age of heat] Ypawsj)
Less than 35 28.4 36.6 40.8 48.9 4.3 59 76 7.0 24.8 27.2 44.8 52.6
35-44 42.4 46.4 56.7 Age 59.5 of 9.3head 11.6 (years):21.8  35-2A5 31.0 39.5 54.6 57.3
45-54 46.4 48.9 58.6 Age 59.2 of 18.6head 30.0 (years):41.4  45-58.0 40.8 42.6 557 59.1
55-64 45.3 40.0 55.9 Age 57.1 of 30.9head 35.8 (years):51.2  55-8U2 373 44.2 58.4 56.1
65-74 30.2 344 42.7 Age 39.2 of 19.8head 39.3 (years)61.0  65E5QL0 316 35.8 51.3 55.1
75 or mere 257 27.9 29.4 Age 342 of 309 heaB3.1 (BAu3): 120.075 or 25.5 39.8 48.7 51.4
Hausingg stattiss
Owner 45.7 48.8 59.8 62.0 16.1 20.8 37.0 50.0 345 40.9 55.1 56.6
Renter or other 20.9 25.0 27.5 Housid.7 5.7 status7.4 8.1 Rente7.0r 271 324 405 46.3 other

NOTE. See note to table 1.

1. Indirect holdings are those in mutual funds, retirement accounts, and other managed assets.

Novrffirencial! Assatss

The value of nonfinancial assets as a proportion of the
value of the total assets of all families fell from
59.3 percent in 1998 to 58.0 percent in 2001
(table 7). Primary residences retained their earlier
relative importance, while equity in nonresidential
real estate and business equity moved up in relative
importanee. The shares of motor vehicles, other resi-
dential property, and the residual “ether” categery
deelined.

The level of ownership of any type of nonfinan-
cial asset in the 2001 survey is above 80 percent
for most groups—exceptions are the lowest income
and wealth groups, nonwhite or Hispanic families,
families headed by persons who were neither
working nor retired, and renters (table 8). The owner-

TableValue \bdl we riff raorefid ansdats asseddl dfi il iéamdlikds] baitstdibuted

by type of asset, 1992, 1995, 1998, and 2001 surveys

Percent
Type of nonfinancial asset 1992 1995 1998 2001
Vehicles 5.7 71 6.5 59
Primary residence 47.0 475 47.0 46.8
Other residential property 85 8.0 85 81
Equity in monresidential
property 10.9 7.9 7.7 82
Business equity 26.3 27.2 28.5 29.3
Other 16 2.3 18 1.6
Total 100 100 100 100
Mo
Nonfinancial assets as a
share of total assets 68.4 63.3 59.3 58.0

NOTE. See note to table 1.

ship rate is well over 90 percent for many groups.
The proportion of families with nonfinancial
assets in 2001 was 0.8 percent higher than in 1998.
By demographic group, increases in ownership were
more common than decreases, and the decreases
were 1 percentage point or less. The median hold-
ing for these with such assets rose 6.4 percent,
and the median alse rese for all demegraphie
groups except for families headed by retired persens.
Gains were mest netable fer families in the highest
ineeme and net werih greups, white nen-Hispanie
families, and families headed By self-empleyed per-
§8£ﬁ§ q@f By persens whe were Reither werking ner
Fetired:

Vehicles.

Vehicles continue to be the most commonly held
nonfinancial asset. Over the three-year period, the
share of families that owned some type of vehicle
rose 2 percentage points, to 84.8 percent, a level that
is still about 1/2 percentage point below the 1992
level. The decline since 1992 reflects, in part, a
substitution of other modes of ownership (not shown
in tables): The use of leased vehicles rose from
2.9 percent to 5.8 percent in the nine-year period, and
the personal use of vehicles provided by employers

17. The definition of vehicles here is a broad one that includes cars,
vans, sport utility vehicles, trucks, motor homes, recreational vehicles,
motorcyceles, boats, airplanes, and helicopters.[endofnote.]

[note:



rose from 3.8 percent to 9.1 percent. The share of
families that had at least one vehicle for personal use
(whether owned or not) increased to 87.8 percent in
2001 after holding steady near 87 percent from 1992
to 1998,

The median market value of vehicles for those who
owned at least one rose 14.4 percent from 1998 to
2001; all demographic groups shared in this gain.
Underlying this increase was a nearly 50 percent
rise—from 10.6 percent to 15.2 percent—in the frac-
tion of total vehicle value attributable to sport utility
vehicles, which are generally more expensive than
standard automobiles (net shown in tables).

Primary Residence
and Other Residential Real FEstttte

From 1998 to 2001, the proportion of families own-
ing a principal residence rose 1.5 percentage points,
to 67.7 percent, the increase continued earlier
trends. For 2001, the homeownership rate was
below average for nonwhite or Hispanic families and
family groups with relatively low incomes, headed
by persons who were neither retired nor self-
employed, with relatively low wealth, and headed by
persons aged less than 35. Increases in ownership
during the period were widespread. However, of the
groups with belew-average ownership, the ownership
rate rose by more than the everall rate ef increase
enly ameng the twe lewest ineeme groups and the
greup ef families headed by persens whe were fiei-
ther werking ner retired; ethers ef these groups saw
very small inereases er astyal deelings in ewnership.

Over the three-year period, the overall median
home value rose 12.1 percent, to $122,000. Only two
groups of homeowners saw the median value of their
residences fall over the period: families with incomes
in the second quintile of the distribution and non-
white or Hispanic families, The small decline for
nenwhite or Hispanic families did not offset the
larger-than-average gains for this group seen in the
previeus surveys sinee 1992.

In 2001, 113 percent of families owned some form
of residential real estate besides a primary residence
(second homes, time shares, one- to four-family
rental properties, and other types of residential prop-
erty), down from 12,8 percent in 1998. Ownership is
mueh mofe common among the highest income and
wealth groups and among families headed by self-

18. This measure of principal residences comprises mobile homes
and their sites, the part of farms and ranches not used for the farm-
ing or ranching business, condominiums, cooperatives, townhouses,

employed persons; by age group, ownership rises to
a peak in the 55-t0-64 group and then declines.
Although the median value of such property rose
I13.0 percent in the three-year period, changes by
demographic group show a mixed pattern of gains
and losses, some of them substantial.

Net Equity in Nonresidential Real Esiiatte

The ownership of nonresidential real estate edged
down from 8.6 percent of families in 1998 to 8.3 per-
cent in 2001, Ownership is most common among
the highest income and wealth groups and among
families headed by persons aged 45 to 74. Between
1998 and 2001, ownership went down for most
groups. At the same time, the overall median holding
for these with stich real estate increased 18.4 percent.
Holdings rose for mest income and age groups—
sometimes by a large ameunt—but by wealth group
the only notable increase was in the highest L0 per-
eent of the distributien.

Net Equity in Privately Held Busimesses

In 2001, 1L.8 percent of families owned privately
held business interests, a proportion that has changed
little since the redesign of the SCE in 1989. Owner-
ship is most common among families with higher
levels of income and wealth and among families
headed by persons aged between 45 and 74. By
demographic group, declines in ownership from 1998
to 2001 were more common than increases, and even
the proportion of the self-employed group that also
owned a business declined. At the same time, own-
ership among two groups increased notably: families
with incomes in the highest 10 percent of the distribu-
tion and those with net worth in the 75th through
90th percentiles of the distribution.

19. Nonresidential real estate comprises the following types [ofte:
property unless they are owned through a business: commeitcial prop-
erty, rental property with five or more units, farm land, undeveloped
land, and all other types of nonresidential real estate.[endofnote.]

20. The forms of business in this category are sole proprietorshifrte:
limited partnerships, other types of partnerships, subchapter S corpo-
rations and other types of corporations that are not publicly traded,
limited liability companies, and other types of private businesses. If
the family surveyed lived on a farm or ranch that was used at least in
part for agricultural business, the value of that part net of the corre-
sponding share of associated debts was included with other business
assets; these allocations of debts to farming and ranching businesses

[repeesent change in definition from that used in the January 20POThis measure of princi

Frsldephi] Reseavee Bulletinn article on the 1998SSEHendofnote.]
21. In the survey, self-employment status and business ownersliipte:

detached single-family homes, and other permanent dwellings.[endofnote.]  are independently determined.[endofnote.]



Percentage of families holding asset
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A. 1998 Survey of Consumer Finances

Other Equity in Any

Famnly . Vehicles Primary residential  nonresidemtial Business Other nonfinancial Any
characteristic residence equity asset
property property asset
All families 82.8 66.2 12.8 8.6 11.5 85 89.9 96.8
Pegeetitéle of innmmez
Less than 20 58.7 38.8 1.9 24 38 2.3 68.7 87.1
20-39.9 81.9 5®@centileofincon®:80-39.9 6.1 57 74 89.5 98.1
40-59.9 89.2 6P:Bcentile 11.8f inc@ne: 40%0.9 8.9 95.4 99.2
60-79.9 93.0 T®drcentile 17.00f incBrbe: 60379.9 105 97.3 99.8
80-89.9 92.8 8®&centile 17.7f irbbrhe: 8D8E.9 9.4 98.5 100.0
90-100 90.0 9Pdrcentile 35.50f idtoine: 804100 17.0 99.0 100.0
Agpe of heailYpawsy)
Less than 35 78.3 38.9 35 2.7 72 73 83.3 94.8
35-44 85.8 6Ade of12.2  head 7.Hyears): 14356-44 8.8 92.1 97.6
45-54 875 Thde of 16.2  head 12.Zyears): 1643-54 9.2 92.9 96.7
55-64 88.7 8®\ge 0f20.4  head 10.4years): 145%-64 85 93.8 98.2
65-74 83.4 8hge of 18.4  head 15.3years): 1065-74 10.3 92.0 98.5
75 or more 69.8 TAQe df3.6 head 8.1 (years): 2.7 75 0r 7.0 87.2 96.4 more
Rawee or ettfmitityy of esypudéatt:
White non-Hispanic 87.3 Th&e or ethnicit frlespondent: 94 132 16.0 93.8 98.8
Nonwhite or Hispanic 67.2 46.8 8.4 5.8 5.4 31 76.4 89.9
Clawrestit wonkk stattiss of Wead!
Working for someone else 87.6 63.5 16.6 6.7 55 8.8 92.4 98.2
Self-employed 89.5 8LBrrent work Xfafis of head: 1B&f-employed63.4 13.3 98.1 99.2
Retired 73.3 TZdrrent woild.3 status 0.1  head: RBtéred 6.4 85.2 94.7
Other not working 58.5 3%8rrent wor.5  status 206 head:  3.Dther not 34 66.3 85.7 working
Huusitgg stattiss
Owner 90.6 100.0 16.8 113 145 9.5 100.0 100.0
Renter or other 67.6 Housing 51 status: 3.3 Behter or 6.4 70.1 90.7 other
Prceetitéle of nett wartth
Less than 25 62.3 14.0 * * 14 2.7 65.2 87.4
25-49.9 87.4 6PGcentile 68 net 3\§orth: 25644.9 8.0 96.0 100.0
50-74.9 90.4 8P&centile 1df8 net 78orth: 50076.9 8.9 99.1 100.0
75-89.9 90.8 99dcentile 262 net  16:8orth: 74789.9 114 99.2 100.0
90-100 92.0 9%drcentile 4bf7 net  30.5vorth: 40400 18.8 99.6 100.0
Eigndbteristic " Lo o
(ttiertybpexipBnaess Other Asdtinancial
All families 11.8 108.8 70.8 41.4 65.3 10.9 106.4 134.2
Pegeetitéle of innmmez
Less than 20 45 59.9 87.1 10.9 313 5.4 24.3 16.3
20-39.9 6.9 8Prcentile 65.3f in@ntk: 206428.9 5.4 56.9 66.5
40-59.9 10.5 9Pdrcentile 51.%f in@dn@: 4043%.9 6.5 85.3 115.7
60-79.9 15.3 11Pékcentile 70.8f in&@rie: 6644.9 10.9 1345 202.3
80-89.9 20.1 14%drcentile 58.0f inBni&: 8644.9 10.9 179.1 295.5
90-100 277 244%8centile 131.4f Tisbrbe: 289500 32.7 360.6 660.2
Agpe of heailYpansy)
Less than 35 9.7 91.4 46.3 27.2 37.0 5.4 24.7 315
35-44 12.4 109& of 49.0 head 21.@ears): 6806-44 8.7 112.6 139.3
45-54 13.9 1306 of 80.5 head 49 @ears): 1088-54 15.2 138.0 194.7
55-64 14.7 119¢ of 76.2 head 58.8ears): 680-64 30.5 138.2 215.7
65-74 11.8 103 of 81.6 head 49.(years): 7E3-74 10.9 119.6 178.6
75 or more 7.6 928 2.1 head 58.8 (years): 43.5 75 or 10.9 104.6 146.9 more
Rawee or ettfmitityy of esypudéatt:
White non-Hispanic 12.9 10&8e or ethnicity 3-@spondent:  46.3 76.2 10.9 1171 157.9
Nonwhite or Hispanic 8.7 92.5 64.2 26.1 32.7 5.4 56.6 47.0
Clawrestit wonkk stattiss of Wead!
Working for someone else 12.2 106.7 54.4 26.1 327 7.6 97.5 122.0
Self-employed 16.8 15%Arrent work S2ifis of head: 8Jelf-employedl08.8 54.4 275.5 358.3
Retired 9.3 9€arrent wdr®8.8 status 4.4 head: Reetided 10.9 106.5 146.4
Other not working 7.8 9&0rrent woi0.3  status  114f3 head: 42&ther not 6.2 31.0 19.5 working
Hauusitgg stattiss
Owner 14.4 108.8 70.8 49.0 81.6 142 142.0 210.4
Renter or other 6.7 Housing 70.3 status: 16.3 FeHter or 5.4 7.8 12.7 other
Paceetitéle of net wartth
Less than 25 5.4 435 ® ® 3.8 11 7.0 6.4
25-49.9 9.3 6%&centile 441.8 net 10@rth: 25k34.9 5.4 56.2 66.2
50-74.9 13.7 10Pecentile 3F.1 net  25@rth: 5643.5.9 9.5 126.9 180.0
75-89.9 16.9 15Pdcentile 8f.1 net  4%@rth: 7982.9 16.3 237.8 394.4
90-100 25.4 27Pdrcentile 168:3 net  130.Gorth: 36.500 59.9 563.5 1.060.2

Median value of holdings for families holding asset (thousands of 2001 dollars)



T abloofimEantined Percentage of families holding asset

B. 2001 Survey of Consumer Finances

Other Equity in Any

Famnl_y_ . Vehicles Primary residential  nonresidemtial Business Other nonfinancial Any
characteristic residence equity asset
property property asset
All families 84.8 67.7 11.3 83 11.8 7.6 90.7 96.7
Pegeetitéle of innmmez
Less than 20 56.8 40.6 31 2.8 2.5 2.9 67.7 85.3
20-39.9 86.7 5PGcentile 5.4f incBride: 2073D.9 6.1 93.1 98.3
40-59.9 91.6 66centile 7.9f inc6ie: 4088.9 6.2 95.6 99.8
60-79.9 94.8 8Pdcentile 14.2f incéride: 60279.9 8.9 97.8 100.0
80-89.9 95.4 9®&centile 19.7%f irk@rbe: 8088D.9 94 99.4 100.0
90-100 92.8 9datcentile 32.80f iBBaghe: 88900 18.0 99.5 100.0
Agpe of heailYpawsy)
Less than 35 78.8 39.9 3.4 2.8 7.0 6.9 83.0 93.1
35-44 88.9 67h8e of 9.2  head 7.years): 1435-44 8.0 93.2 97.4
45-54 90.5 76\3e of 14.7  head 16.Gyears): 17%45-54 72 95.2 98.1
55-64 90.7 8Rge of 18.3  head 12.3years): 1556-64 79 95.4 98.2
65-74 81.3 82\6e of13.7  head 12.9years): 1165-74 9.7 91.6 97.1
75 or more 73.9 Té\ge dr5.2 head 8.3 (years): 2.4 75 or 6.2 86.4 97.8 more
Rawee oF etfmitityy of resyendbatt
White non-Hispanic 89.1 7 ici . 96 13.9 9.0 94.7 99.0
Nonwhite or Hispanic 70.9 e oretnnicioespondent: 212 5.1 29 779 89.4
Clawrestit wonkk stattiss of Wead!
Working for someone else 88.5 64.7 16.0 6.7 6.1 74 92.5 97.8
Self-employed 88.6 8@Brrent work IBafus of head: 1&dIf-employedé66.8 141 97.1 98.4
Retired 771 T&8rrent wol2.0  status oB.2 head: RBt#red 54 86.7 95.7
Other not working 64.0 4T drrent word.8  status 308 head:  5.Dther not * 705 82.3 working
Huusitgg stattiss
Owner 92.2 100.0 14.9 11.0 155 8.7 100.0 100.0
Renter or other 69.3 Housing 3.9 status: 2.6 Aéhter or 5.1 713 89.7 other
Pemceatitéle of nett warntii *
Less than 25 64.8 143 12 3.2 68.2 86.7
25-49.9 86.8 69@&centile 45 net 3\§orth: 25440.9 51 96.3 100.0
50-74.9 94.1 9Pecentile 186 net 8.dorth: 50178.9 6.6 98.7 100.0
75-89.9 93.1 9%drcentile 18f6 net  15vorth: 7828%.9 105 99.6 100.0
90-100 94.1 Memile 390 net  30.lworth: 42800 22.8 99.7 100.0
€ristic
(ttigertial Bebpribfential  Busityess Other Asdtinancial
All families 13.5 122.0 80.0 49.0 100.0 12.0 113.2 147.4
Pegeetitéle of innamez
Less than 20 5.3 65.0 25.0 325 56.3 6.0 343 24.9
20-39.9 84 8Percentile 75.0f in8fhf: 2B%29.9 6.0 57.0 67.2
40-59.9 12.6 9Pdrcentile 50.0f in@0nd: 40659.9 10.0 92.2 115.0
60-79.9 17.6 13®@rcentile 70.0f indéhts: 6®2.5.9 10.0 151.6 230.0
80-89.9 22.7 17%@rcentile 62.5%f ind6nt: 40®0.9 20.0 224.6 3771
90-100 30.0 30®ércentile  200.0of Iatide: 268800 50.0 479.5 1.009.4
Agpe of heailYpansy)
Less than 35 11.3 95.0 75.0 333 50.0 10.0 30.5 39.4
35-44 14.8 128¢ of 75.0 head 39.§ears): 10B6-44 9.0 117.8 157.6
45-54 15.7 133@ of 65.0 head 56 @ears): 1029-54 11.0 140.3 211.6
55-64 15.1 130:¢e of 80.0 head 78.6years): 106:8-64 30.0 147.9 226.3
65-74 13.6 1296 of145.0 head 50.(ears): 106-74 20.0 149.2 214.6
75 or more 8.8 1116 0180.0 head 28.0 (years)510.9 75 or 15.0 122.6 169.6 more
Rawee oF etfmitityy of resyendbatt
White non-Hispanic 14.6 13Q:8e or ethnicity®8 @spondent: 500 100.0 15.0 131.4 183.9
Nonwhite or Hispanic 10.0 92.0 60.0 22.5 50.0 5.0 58.2 56.8
Clawrestit workk stattiss of Wead!
Working for someone else 13.7 120.0 70.0 36.8 50.0 10.0 101.8 129.0
Self-employed 19.2 20@Orrent work 15@t0s of head:108edf-employed26.0 30.0 335.0 439.2
Retired 10.1 10@hrrent worB5.0 status 8.0 head: Fedifed 20.0 105.8 143.4
Other not working 10.2 10@Orrent wbii0.0 status  33f0  head: 1100ther not 711 41.4 working
Huusitgg stattiss
Owner 16.2 122.0 80.0 50.0 105.0 15.0 156.9 240.1
Renter or other 7.6 Housing 60.0 status: 32.5 Fedter or 6.0 8.9 13.4 other
Paceetitéle of net wartth
Less than 25 6.3 49.5 10.0 4.0 8.2 8.2
25-49.9 11.8 T®ércentile 2.0 net Qudrth: 25:8.9.9 10.0 62.6 75.1
50-74.9 15.3 12@@rcentile 58.0 net  25@rth: 560.0.9 10.0 144.8 215.2
75-89.9 19.0 20®ércentile 84.0 net  52urth: 289.9 18.0 281.8 508.5
90-100 28.8 35@ércentile  216£0 net 211.@orth: $00.000 40.0 7125 1.438.1

Median valie of Ro Ildings for families holdi ‘r)lbgseé‘?gé’?s (thousands of Q%ﬁaﬂ‘gl-iars)



The median holding of net business equity for
those having a business interest jumped 53.1 percent
from 1998 to 2001, about twice the rate of increase
in median holdings of all types of publicly traded
corporate equities. Almost every demographic group
showed an increase, many of which were substantial,

The SCE classifies privately owned business inter-
ests into those in which the family has an active
management role and those in which it does not.
Of families having any business interests in 2001,
87.8 percent had only an active role and 9.0 percent
had only a non-active role; 3.2 percent had interests
in beth types (not shown in tables). 1n terms of assets,
the actlvely managed interests aceount for 89.0 per-
eent of tetal privately ewned business interests.
Altheugh seme families have mere than ene business
that they astively manage, the median Aumber i§ 1,
and the tetal value ef all primary astively managed
Businesses aceeunts fer §1.0 pereent of the value ef
all astively managed businesses: The most common
organizational form for the primary actively managed
business is a sole proprietorship, and the vast major-
ity of primary actively managed businesses operate
in an industry other than manufacturing; the median
number of employees is two. These figures are little
changed since 1998.

Other Nonfinancial Assaits

Ownership of the remaining nonfinancial assets
(tangible items including artwork, jewelry, precious
metals, antiques, hobby equipment, and collectibles)

22. Families with more than one business are asked to refoat:which
business is most important;, that business is designated as the primary
one.Jendofnote.]

Pable ¥amdyrholdingsief siarcahizedicapitadpgainga by selected eharaetesisties of familzesil 162921 9b995, 953981 smed 200 L surveysveys

Thousands of 2001 dollars

declined 0.9 percent during the recent three-year
period, to 7.6 percent of families. In general, owner-
ship is relatively more common among the highest
income and wealth groups and among families
headed by self-employed persons. Ownership
declined for most demographic groups between 1998
and 2001. However, the group for which the owner-
ship rate was already the highest, that is, families
with net worth in the highest 10 percent of the
distribution, saw their ownership rate rise 4 percent-
age points. The overall median value of these assets
rose 10.1 percent. Although increases were common
across demographic groups, the highest wealth group
saw a sizable decline; the decline suggests that the
group’s rise in rate of ownership resulted from the
addition of relatively small holdings.

Unrealized Capital Gaiins.

Changes in the values of assets such as stock, real
estate, and businesses are a key determinant of
changes in families’ net worth. Unrealized gains are
increases in the value of assets that are yet to be sold.
To obtain information on this part of net worth, the
survey asks about changes in value from the time of
purchase for certain key assets—publicly traded
stocks, mutual funds, the primary residence, other
real estate, and businesses. The median unrealized
capital gain in these assets over the 1998-2001 period
moved up 29.3 percent, and the mean moved up
24.7 percent (table 9). Both measures were well
above their 1992 levels. The rise in unrealized gains

23. The survey does not collect2ipferamdtion winhcapitalfigaansntousiness are asked to re

every asset. Most notabily, it does not collect such information for
retirement accoumits[endofnote.]

. 1992 1995 1998 2001
Family

characteristic Median Mean Medlian Mean Median Mean Median Mean
All families 23 86.7 6.5 78.3 11.6 105.2 15.0 131.2
Pegeetitéle of innmmez
Less than 20 f 19.7 f 18.0 f 19.6 f 175
20-39.9 14 31.5 Percentile 3 of 28cBme: 20-39.9 31.9 14 41.4
40-59.9 38 48.2 Percentile 4.3 of 3ifcOme: 40:89.9 48.6 9.5 46.6
60-79.9 19.9 59.9 Percentile 15.4 of 5BcBme: B8209.9 71.6 28.0 86.9
80-89.9 30.4 102.7 Percentile 31.2 of §0@me: 39.89.9 104.0 55.0 142.0
90-100 1151 445.1 Percentile 75.1  of 424n60me: 1086100 604.4 161.0 785.1
Age of heat Ypawsj)
Less than 35 f 16.7 f 111 f 16.8 f 28.5
35-44 6.2 67.5 Age ot.6 head 42.3 (years): 7.B5-44 69.0 11.0 93.3
45-54 22.3 127.9 Age 2t.5 head 110.5 (years): 24.35-54 137.3 28.0 154.7
55-64 35.9 162.9 Age 320 head 158.8 (years): 38.35-64 203.3 41.0 230.6
65-74 371 134.8 Age M7 head 136.6 (years): 50.65-74 178.5 48.0 240.9
75 or more 313 82.3 Age 3707 hea®9.6 (years)39.2 75 oil25.0 50.0 150.9 more

NOTE. See note to table 1. Flesss them 0.05 ($50).



reflects strong asset appreciation over the period as
well as the relative illiquidity of real estate and
businesses,

LVABILITHSS.

Liabilities and assets both grew substantially from
1998 to 2001, but assets grew more rapidly overall.
As a consequence, the ratio of family debts to assets
(the leverage ratio) fell from 14.3 percent to 12.1 per-
cent (table 10). The ratio measured by the survey had
been little changed between 1992 and 1998. The
2001 level of the leverage ratio is marginally lower
than the 12.4 percent level registered in the 1989
sirvey. Heme-seeured debt accounted for 75.1 per=
eent of total family debt in 2001, up 3.8 pereentage
peints frem 1998.

Famillizs ' Holldlingss of Db

After a decline of almost1/2percentage point between
1995 and 1998 in the share of families with any type
of debt (not shown in tables), the share rebounded
1 percentage point i 2001, to 75.1 percent of all
families (table LL). Borfowing is more prevalent
ameng familles in the incomie and wealth groups
abeve the lewest and in age groups belew 65. Over
the 1998-2001 peried, mest demegraphic groups saw
an inerease in the prepertien ef families berrewing.
Hewever, the preperiien ef families in the highest
wealth greup that were indebted deelined netably:
The overall median value of total outstanding debt
for families that had any rose 9.6 percent from 1998
to 2001. Across demographic groups, median debt
rises with income and wealth; it rises and then
declines with age. The decline among older age
groups is driven in large part by the paying off
of morigages on primary residences. The median

Thhie 1A mounb of debtdeb ald ffamitsesi distributed uted
by type of debt, 1992, 1995, 1998, and 2001 surveys

Percent

Type of debt 1992 1995 1998 2001
Home-secured debt 72.0 73.1 713 75.1
Other residential property 104 7.7 77 6.4
Installment loans 11.3 11.9 13.0 12.3
Other lines of credit 8 6 3 5
Credit card balances 32 3.9 3.9 34
Other 2.3 2.8 3.7 2.3

Total 100 100 100 100
Mo
Debt as a percentage

of total assets 145 14.6 14.3 121

NOTE. See note to table 1.

amount of debt in the oldest age group dropped
during the 1998-2001 period, a decline that partially
reversed a jump seen in the 1995-98 period. In the
most recent three-year period, median debt rose for
most other demographic groups. Over work-status
groups, the median of only the retired group fell.
The median rose substantially for all wealth groups
exeept the lowest one.

Mortgages and Other Borrowing
on the Primary Residemce

Between 1998 and 2001, the proportion of families
with home-secured debt rose 1.5 percentage points,
to 44.6 percent. The increase continues a trend that
has been observed in the survey since 1992. Use of
home-secured debt rose for most demographic groups
in the recent period; groups with a notable decrease
were families headed by persons aged 75 and older,
the highest wealth group, and families headed by
self-employed persons.

Overall, the median amount of home-secured debt
rose 3.7 percent from 1998 to 2001. Increases were
most marked for families headed by persons aged 65
and older, families headed by self-employed per-
sons, and families that had net worth in the highest
10 percent of the distribution. For the first two of
these groups, the accempanying decline in ewner-
ship suggests that those with relatively lew levels of
sueh debt were dispropertionately represented in the
deeline in ewnership. Despite an inerease iA the
properiien ef nenwhite er Hispanie families wsing
heme-seeured debt, the median ameunt ewed By this
greup deelined; in light ef relatively litile ehange in
gither the ewnership rate ef the median value ef prin-
eipal residenees, the decling in the median ameunt
gwed may reflest largely the paying dewn of existing
Mmertgages:

The rising values of houses over this period out-
paced the attendant increases in home-secured debt
and raised the typical amount of home equity held by
families (not shown in tables). Median home equity
among those with home-secured debt rose from
$53,300 in 1998 to $58,100 in 2001, a 9.0 percent
inecrease. Among those with such debt, the median
ratie of home-secured debt to the value of the prifi-
eipal residenee fell from 58.8 percent in 1998 te
56.0 pereent il 2001; at the same time, a swrvey-
based estimate of the aggregate ratie ef debt e heme
values fell frem 36.5 pereent te 33.5 persent.

24. Home-secured debt consists of first and second mortgagdeste:
and home equity loans and lines of credit secured by the primary
residemoe [endofnote.]
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A. 1998 Survey of Consumer Finances

Family
characteristic

All families

Prgeetitéle of intamez
Less than 20
20-39.9

40-59.9

60-79.9

80-89.9

90-100

Agge of heaiil fpaasy)
Less than 35

35-44

45-54

55-64

65-74

75 or more

Rarze or ettfmitityy of resypovdbatt:
White non-Hispanic
Nonwhite or Hispanic

Clawrestit wonkk stattiss of Wead!
Working for someone else
Self-employed

Retired

Other not working

Huusitgg stattiss
Owner
Renter or other

Paceetitéle of net wartth
Less than 25

25-49.9

50-74.9

75-89.9

90-100

All families

Pegeetitéle of innamez
Less than 20
20-39.9

40-59.9

60-79.9

80-89.9

90-100

Agge of heatil fpaas))
Less than 35

35-44

45-54

55-64

65-74

75 or more

Rawee or ettfmitityy of esypudbatt:
White non-Hispanic
Nonwhite or Hispanic

Clawrestit wonkk stattiss of Wead!
Working for someone else
Self-employed

Retired

Other not working

Hauusitgg stattiss
Owner
Renter or other

Paceetitéle of nett wartth
Less than 25

25-49.9

50-74.9

75-89.9

90-100

Other Installment Credit Other
Home-secured residential nsla me card lines of
property oans balances credit
43.1 51 43.7 44.1 2.3
*
112 27.3 24.5
PeR®®ile of inco®ed 20-39.9 36.7 40.9 1.7
Ped®ritile  of incoMe3 40-59.9 512 50.1 2.7
Pe6@ile of incod 60-79.9 51.6 57.4 2.9
Pef@itfile of incom&@ 80-89.9 58.4 53.1 4.5
PeR@rdile  of  indbfoB: 90-100 45.4 421 2.5
33.2 2.0 60.0 50.7 2.4
AdE8.7 of head  (§cArs):  35-44 53.3 51.3 36
Ade8.8 of head  (Yelrs): 45-54 51.2 52.5 36
Ag9.4 of head (YeBrs): 55-64 37.9 45.7 1%
A@6.0 of head (§eBrs):: 65-74 20.2 29.2 *
Agkl.5 of head 1.8 (years): 78.Dr 112 more
Raftf ethnicity of resptﬁwéent: 443 44.4 2.4
30.7 4.0 41.6 43.3 1.9
50.8 53 55.2 53.5 2.7
CubBedtworkstatusofhealiB@1f-employed 46.3 475 34
Cub@é work status of3Head: Retired 15.8 20.9 *
Cl2ie® work status of head: Other 380 39.0 working
65.1 6.3 44.3 46.2 1.8
Housing status:2.9 Renter @2.6 40.0 other 3.4
112 * 47.2 39.5 2.8
Pe#Zrtile of net wBth: 25-49.9 49.9 54.9 2.5
Peferile of net wdrth: 50-74.9 46.3 48.7 1.7
Pefiile of net werth: 75-89.9 34.4 36.7 2.0
Pef@rdile  of net Isofth: 90-100 27.3 28.4 2.6
Eiagnibteristic CreiitialantestaImenfiberof credit
67.5 435 9.5 1.9 2.7
27.2 % 4.4 1.0
40.3 PerBénflle of 6.7 income: 1.3 20-39.9 1.2
47.9 Per2énflle of 8.7 income: 2.1 40-59.9 1.6
70.8 PerBdntile of 13.0  income: 2.4 60-79.9 3.0
87.6 Perdéndle of 125  income: 2.2 80-89.9 33
127.4 Perzénflle of 15.8 income: 3.3  90-100 7.0
773 59.9 9.9 1.6 11
76.2 Aged3.5 of h8aA (years)2.2 35-44 15
74.0 Aged3.5 of héad (years)2.0 45-54 33
52.2 Agel4.6 of hBad (years)2.2 55-64 5.3
28.3 Ag27.4 of h#ad (years)1.2 65-74 #
231 Ags832.4 of 9.%ead (ye8rs): 75 ®r
67.5 RaL‘éQ)f‘ethnicity of respogdgnt: 2.2 3.0
67.5 327 78 1.2 8
71.8 385 9.6 2.1 3.0
80.4 Culstn¥ work status bR.Chead: Self-em@P@yed 41
40.3 Cur3dho work stafiLs of head.1 Retired
62.0 Current work sfaus of hbd: Other not
67.5 45.7 10.4 2.2 2.4
HoB$hg 8.3tatus: 14 Renter or 3.0
61.5 8.6 1.7 11
60.0 PerBdntile of 8ript worth: 2.0 25-49.9 33
64.2 Per2énflle of 9riEt worth: 2.0 50-74.9 33
76.2 Perbén8ile of 11kt worth: 1.6 75-89.9 14
108.8 Perzéndle of  16.0et worth:2.0  90-100 10.9

Median value of holdings for families holding debt (thousands of 2001 dollars)

Other

88

55
6.2

113
121
139

9.6
114
111

83

2.0

10.8
10.7

75

9.3
78

9.3
9.3

76
10.8

Other

33

11
19
2.2

5.4
10.9

3.6
19

33
71
21
12

4.4
14

16
2.2
5.4

218

Any
debt

74.1

47.3
66.8
79.9
87.3
89.6
88.1

81.2
87.6
87.0
76.4
51.4
24.6

749
711

86.8
84.6
399
65.7

79.4
63.5

65.6
81.4
76.8
70.2
75.9

35.4

4.8
11.0
27.8
62.9
92.9

137.3

20.9
60.6
52.2
37.2
13.0

8.8

43.2
16.9

38.2
70.1
1.1
13.7

9.1
313
50.1
70.8

105.5

working

other

fetigertial

more
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B. 2001 Survey of Consumer Finances

Family
characteristic

All families

Prgeetitéle of intamez
Less than 20
20-39.9

40-59.9

60-79.9

80-89.9

90-100

Agge of heaiil fpaasy)
Less than 35

35-44

45-54

55-64

65-74

75 or more

Racze or etfmitityy of nesypandéatt
White non-Hispanic
Nonwhite or Hispanic

Clawrestit wonkk stattiss of Wead!
Working for someone else
Self-employed

Retired

Other not working

Huusitgg stattiss
Owner
Renter or other

Paceetitéle of net wartth
Less than 25

25-49.9

50-74.9

75-89.9

90-100

All families

Pegeetitéle of innamez
Less than 20
20-39.9

40-59.9

60-79.9

80-89.9

90-100

Agge of heatil fpaas))
Less than 35

35-44

45-54

55-64

65-74

75 or more

Racze or etfmitityy of nesypendéatt
White non-Hispanic
Nonwhite or Hispanic

Clawrestit wonkk stattiss of Wead!
Working for someone else
Self-employed

Retired

Other not working

Hauusitgg stattiss
Owner
Renter or other

Paceetitéle of nett wartth
Less than 25

25-49.9

50-74.9

75-89.9

90-100

NOTE. See note to table

Median value of holdlngs for famlﬁes holding debt ( (thousands of 2001

Percentage of families holding debt

Other Installment Credit Other
Home-secured residential nsla me card lines of
property oans balances credit
44.6 4.7 452 44.4 15
13.8 25.5 30.3 13
27.0 Perceh@le of 43.2 income: 44.5 20-39.9 15
44.4 Percehile of 51.9 income: 52.8 40-59.9 15
61.8 Percenidle of 56.7 income: 52.6 60-79.9 15
76.9 Perddhtile of 55.7 income: 50.3 80-89.9 2.6
75.4 Perdeh@le of 41.2 income: 33.1 90-100 14
357 2.7 63.8 49.6 1.7
59.6 Age 4.9 of §igah (yearsfi4.1 35-44 1.7
59.8 Age 6.5 of 4688 (years0.4 45-54 15
49.0 Age 8.0 of K% (years#l.6 55-64 34
32.0 Age 3.4 of Zibati (yearsp0.0 65-74 *
95 Age 2.0 of 9.5head WBaks): 75 or
47.6 Race"bf‘elhnicity of respﬂ?dént: 43.3 17
35.1 2.5 44.6 47.7 11
52.5 53 57.0 53.2 14
59.1 Curréhé work status 39.8head: Self-em#2o§ed 38
19.6 Curréh®  work steful of hed®4.0 Retired *
27.9 Current work 4taflis of BBad: Other not
66.0 6.0 455 44.4 1.6
Housthg 44 Status: 443 Renter or 2.8
11.2 48.9 455 2.4
49.4 Percéhtile of 51t worth: 55.1 25-49.9 18
59.1 Percenidle of  48rkt worth: 44.6 50-74.9 *
61.2 Percéh@le of 372t worth: 38.9 75-89.9
55.5 Perdeiifle of  25.6et worth:22.4  90-100 24
Ersnsbteristic )
Cratiffalances {rberof crimitedIment
70.0 40.0 9.7 1.9 3.9
28.0 4.6 1.0 5
40.0 PerBénflle of 6.6 income: 1.2 20-39.9 11
56.1 PerBéh8le of 9.7 income: 2.0 40-59.9 7
75.6 Perddnfile of 11.9  income: 2.3 60-79.9 4.0
91.0 Per3dnfile of 145 income: 3.8 80-89.9 7.8
134.0 Pergghflle of 13.4 income: 2.8 90-100 10.0
77.0 52.0 9.5 2.0 5
80.0 Aged5.5 of hdadi (years)2.0 35-44 7
75.0 Age33.5 of h&ad (years)2.3 45-54 5.3
55.0 Aged0.0 of hBad (years)1.9 55-64 20.5
39.0 Age7T7.0 of h#ad (years)1.0 65-74
44.8 Aged2.0 of 5.8head (yedrs): 75 or
74.0 RaL‘éQ)pethnicity of respmdgnt: 2.0 4.0
61.0 40.0 8.1 15 1.0
74.0 375 10.0 2.0 3.0
100.0 Culsd@nb work status bB.head: Self-em@P&yed 15.0
315 Cur48n9 work staild of head.9 Retired
72.0 Current work Ballis of 124 Other not
70.0 41.0 10.4 2.1 15.0
Ho®™hg 7.6tatus: 1.2 Renter or 1.0
57.0 8.3 1.6 5
56.5 Per2énflle of Inbt worth: 1.9 25-49.9 18
69.0 Perdahflle of 10t worth: 2.0 50-74.9
86.0 PerBénflle of 11rt worth: 2.1 75-89.9
135.0 Pergghflle of  11.Bet worth:2.0  90-100  20.5
n or fewer_observatiol plicable.
g] ollars)

Other

Other

6.9
78

83
72

4.9
82

3.0

10
3.0
2.0

4.0
21.0

3.6
2.0

21
11.9
33
2.5

4.0
2.0

2.0
12
4.0

30.0

Any
debt

75.1

49.3
70.2
821
85.6
91.4
85.3

82.7
88.6
84.6
75.4
56.8
29.2

75.8
72.9

86.5
81.7
44.3
61.5

79.9
65.0

68.7
80.8
779
749
70.2

38.8

52
115
29.1
62.3
96.8

146.4

24.9
61.5
54.3
346
131

5.0

445
20.0

425
77.8

9.8
33.8

69.4
6.0

8.8
385
60.0
80.3

126.0

working

other

more

fetigertial

working

other

more



Although home purchase remains the main pur-
pose of home-secured debt, the incentive to use such
borrowing for other purposes has been higher since
the Tax Reform Act of 1986, which phased out the
deductibility of interest payments on most debt other
than that secured by a primary residence. In addition,
deelining mertgage interest rates sinee 1998 provided
many families the ineentive to refinance existing
merigages. By refinaneing fer mere than the existing
Balanee, many families were able te ebtain funds fer
ether purpeses.

The survey provides some evidence of such bor-
rowing. Families that refinanced a main mortgage
were asked whether additional funds were obtained,
and if so, how the funds were used; families that
carried a second morigage, home equity loan, or
heme equity line of credit were asked the purpose
of the berrewing. Families that simply chese to take
oyt larger initial mortgages to free up funds te spend
for ether purchases weuld net be eaptured by these
guestions. Hewever, ameng families with any type
of heme-secured debt, the available data suggest that
the properiien whe sed sueh berrewing fef a pur-
pese sther than just finaneing their Reme deelined in
ihe peried after 1998. 1n thai year, {he preperiien of
famllies with sHeh Berrevying was 33.6 pereent, and
iR 3001 the fighre was 32.1 pereent: NBweven he
20081 level is shbstantially apave the 1995 lsvel of
33.3 percent:

Home equity lines of credit are a widely advertised
source of tax-preferred borrowing. Among homeown-
ers, the proportion of families with a home equity
line edged up 0.4 percentage point, to 14.9 percent in
2001; the proportion actually drawing on such lines
rose 0.7 percentage point, to 10.6 percent.

Borrowing on Other Residential Real Esiztte

The decline in ownership of other residential real
estate was accompanied by a marginal decline in the
proportion of families with borrowings for stich real
estate, from 5.1 percent in 1998 to 4.7 percent in
2001. As with the ownership of stich property, the
associated borrowing is most prevalent ameng fami-
lies with relatively high inceme or wealth. Over the
period, the use of such debt declined for mest demo-
graphie groups. At the same time, the everall median
ameunt of sush debt fell 8.0 percent, but the ehanges
il thg@ fmedian aeress demegraphic greups were
mixed:

25. Appropriate data do not exist in the survey to construct this
measure for earlier years.[endofnote.]

Installment Bommowing,

The use of installment borrowing is broadly distrib-
uted, with notably lower use only in the lowest and
highest income groups, the highest wealth group, and
families headed by retired persons or persons aged 65
and older. From 1998 to 2001, overall use of install-
ment borrowing rose 1.5 percentage points, to
45.2 percent, an increase reflecting, in part, a rise in
the percent of families with vehicle loans. Between
1992 and 1998, the use of installment borrowing had
been declining, and the 2001 usage is still below that
of 1992. By income group, the increase over the
recent three-year period was seen only for the broad
center of the distributien, that is, for families with
ineemes in the 20th threugh 80th percentiles. Over
the same peried, the median ameunt ewed went up
efly 2.1 pereeni, and ehanges in the median acress
Areups were mixed.

Borrowing on Credit Canats

The use of credit cards for borrowing is also wide-
spread but is notably lower among the highest and
lowest income groups and among families headed
by persons aged 65 or older or by persons who are
net working. From 1998 to 2001, the proportion of
families using such borrowing edged up 0.3 percent-
age point, to 44.4 percent; this small rise breaks
a decline of more than 3 percentage points in the
1995-98 period.

Despite the marginal overall change in usage dur-
ing the recent three-year period, usage among groups
shifted more noticeably. Across income groups, usage
rose for families with incomes below the 60th percen-
tile, and it fell for groups above that point; similarly,
declines for hemeowners and white non-Hispanic
families were offset by increases for their comple-
mentary sets of families. The median balanee in 1998
for these that had eredit card debt—$1,900—was
unehanged in 2001. Changes iA the median, whieh
were mixed and generally small asress greups, were
mest netable fer families with inesmes in the §0th te
90th pereentiles and these with net werih in the 75th
te 90ih perssntilss:

26. The term “installment borrowing™ in this article descrijeste:
consumer loans that typically have fixed payments and a fixed term.
Examples are automobile loans, student loans, and loans for furniture,
appliances, and other durable goods.[endofnote.]

27. Credit cards consist of bank-type cards (such as Visa, Masténete:
Card, Discover, and Optima), store cards or charge accounts, gasoline
company cards, so-called travel and entertainment cards (such as
American Express and Diners Club), and other credit cards. In the
survey[rthie:amount borrowed on such cards is the amount remaining
after the most recent bill was paid.[endofnote.]



Although the proportion of families using credit
card borrowing was little changed, the proportion of
families having some type of credit card rose 3.7 per-
centage points from 1998, to 76.2 percent of families
in 2001 (not shown in tables). Over the same period,
the proportion of families with cards changed as
follows for the various card types (noet shown in
tables): bank-type cards, up 5.2 percentage peints,
te 72.7 percent; travel and entertainment eares, up
L4 pereentage peints, to 10.5 percent; stere eards,
dewn 4.8 percentage peinis, te 45.2 pereent; and
gaseline sempany eards, dewn 3.1 percentage peints
te 16.1 persent. Ownership rates for ether eards and
aeesunis were relatively small and ehanged litls:

As the most widely held type of card, the bank-
type card holds particular importance in any examina-
tion of family fimances. The ownership rate of such
cards rose over the recent three-year period, but the
proportion of families with such cards who carried
a balance fell 1 percentage point, to 53.7 percent in
2001. The proportion of families with such cards that
reported that they usually pay off their eredit card
bills in full each menth rese 1.5 percentage peints, to
§5.3 percent. The median eharge fer the menth pre=
eeding the interview en all bank-type eards held by
the family was unehanged at $200.

Borrowing on Other Lines of Chediit

The use of lines of credit other than home equity
lines is not common, and from 1998 to 2001 it fell
0.8 percentage point, to 1.5 percent of families. In
addition, the proportion of families who had such
lines fell more, from 3.9 percent to 2.7 percent (not
shown in tables). At the same time, however, typical
galaﬁ@es for these that had them rose 44.4 pereent, to
3,900.

Other Dt

From 1998 to 2001, the proportion of families that
incurred other types of debt fell 1.6 percentage points,
to 7.2 percent. The use of other debt is spread
broadly across demographic groups, but rates of use
are notably lower for families headed by those who
are retired or are 65 years of age and older. The
decline in overall use appears to have been driven
largely by a decline in borrowing against whole life

28. Other borrowing comprises loans on insurance policies, loans
against pension accounts, borrowing on margin accounts, and a

insurance policies, which the survey indicates became
less prevalent over this period; the other components
of the use of this type of debt were little changed (not
shown in tables). The median amount of other debt
for those who had any fell 9.1 percent, to $3,000,

Reasonss fforr Borvovviing,

The SCF provides information on the reasons that
families borrow money (table 12). One subtle prob-
lem with the use of these data is that, even though
money is borrowed for a particular purpose, it may
be used to offset some other use of funds. For exam-
ple, a family may have sufficient funds to purchase a
heme without using a morigage but may instead
choose to finanee the purchase to free existing funds
for anether purpese. Thus, trends in the data ean enly
suggest the underlying use ef funds by families.

The survey does not collect exhaustive detail on
the use of borrowed funds. In the case of credit cards,
it was deemed impractical to ask about the purposes
of borrowing that might well be heterogeneous for
individual families. For the analysis here, all credit
card debt is included in the category ‘“‘goods and
services.” All funds owed on a first morigage on a
prineipal residenee are assufied te have been used for
the purehase of the heme, even when the lean has
been refinanced: Beeause the surveys befere 1998
did net eelleet infermatien en the uses ef funds
Berrewed frem pensien aceeunts, the table reperis
Berrewing from pensien aceeunis as a separate eate-
gery, unelassified as {8 purpase:

The data indicate that the proportion of total fam-
ily borrowing attributable to home purchase went
up 3 percentage points between 1998 and 2001, to
70.7 percent, a peak for the years shown. The
increase was offset by declines in other categories,
including other residential property and investments.

T2ble 2monmt efndebt dftellofamnilfes idistribised bye purposerpose

of debt, 1992, 1995, 1998, and 2001 surveys

Percent

Purpose of debt 1992 1995 1998 2001

Home purchase 67.2 70.3 67.7 70.7

Home improvement 2.5 2.0 2.1 1.9

Other residential property 10.9 8.2 7.9 6.6

Investments excluding real estate 1.8 1.0 33 2.8

Vehicles 7.0 76 76 78

Goods and services 5.6 5.7 6.1 57

Education 2.8 2.7 3.4 31
Unclassifiable loans against

pension accounts 1 2 4 3

ther 2.1 2.2 15
[noRH 100 100 100

residual category for all loans not explicitly referenced elsewhere.[endofnote.] NOTE. See note to table 1.

10%81]' Other borrowing comp



However, the treatment of first mortgages on a prin-
cipal residence may cast doubt on these conclusions.
Beginning with the 1995 survey, as noted in the
discussion of home-secured debt, some information
has been collected on the use of funds when sich
merigages have been refinanced. But even for that
and later surveys, the propertion of funds used for
purpeses othef than refinaneing the earlier mertgage
is unknewn. Nenetheless, ether infermatien suggests
that the results sheuld net Be far eff- Only 15.5 pef-
eent of families with merigages 1A 2001 had fefi-
Raneed and extracted additional heme eguity at seme
time and still had a merigage: of these families,
43.1 pereent used seme pari of the funds fer heme
Fepaire F Imprevements, 31.3 pereent Heed seme part
for mere general purchases, 1.3 percent Hsed some
part for feal estate o SHer investments, 6.9 percent
ysed some part for e purchase of vehieles, and
3.3 percent Hsed some part fOF education &Xpenses
(Ret shawh I taBles):

Choice oflanfass

The survey provides information on the types of
lenders to which families owe money at the time of
the interview (table 13). The data show two long-
standing and approximaiely offsetting trends. The
share of total family debt attributable to thrift institu-
tions fell in each survey since before 1992, to reach
6.1 percent in 2001, a decline of 10.8 percentage
points over the nine-year peried. Offsetting this
mevement has been a ceneurrent rise ef 10.7 pereent-
age peints iA the share ef debt assesiated with spe-
elalized mertgage or ether real estate lenders, the
lender type with the largest share ef the tetal. Com-
mereial banks aceeunt for the seeend largest share of

13. Amount of debt of all families, distributed
by type of lending institution, 1992, 1995,
1998, and 2001 surveys

Percent

Type of institution 1992 ‘ 1995 ‘ 1998 ‘ 2001
Commercial bank 331 34.9 32.8 341
Thrift imstitution? 16.9 10.8 9.7 6.1
Credit union 4.0 45 42 55
Finance or loan company 32 32 42 4.3
Brokerage 32 1.9 3.8 31
Mortgage or real estate lender 27.3 32.8 355 38.0
Individual lender 4.2 5.0 33 2.0
Other nonfinancial 1.6 8 13 14
Governmemnt 19 1.2 6 11
Credit card and store card 33 3.9 3.9 37
Pension account 1 2 4 3
Other 11 7 3 5

Total 100 100 100 100

NOTE. See note to table 1.
1. Savings and loan association or savings bank.

such lending; their proportion of debt has oscillated
up and down by about 1.5 percentage points since
1992; in the most recent three-year period, it rose
1.4 percentage points. The share of lending by indi-
viduals has declined by about half since 1992 and
was 2.0 percent of the total in 2001. Other changes
are smaller and without apparent trend.

In some cases, loans may have been held at the
time of the interviews by institutions other than the
ones that originally made the loans. Resale of loans is
particularly important for mortgage debt. According
to the 2001 survey, 40.9 percent of the first morigages
on primary residences were held by a lender other
than the one that made the original loan, down
slightly frem the 43.1 figure for 1998 (net shews in
tables). 1n dellar-weighted terms, the results are simi-
lar. Merigages with nen-eriginating lenders asseunt
for 43.2 pereent of the eutsianding balanees en first
mertgages fer prineipal residenees, and the figure fer
1998 is 44.6 pereent:

Delbtr Bundim

As aggregate household debt reported in the Federal
Reserve's flow of funds accounts has risen over the
past decade, concern has been expressed that debt
might become excessively burdensome to families.
However, rising aggregate debt levels alone do not
necessarily imply that conditions deteriorated at the
level of individual families. The ability of individual
families to serviee their loans is a funetion of twe
fasters: the level ef their lean payments and the
ineeme and assets they have available te meet these
payments. 1A planning their Berrewing, families make
assumptions abeut their future ability te repay their
leans. Preblems may eeeur when evenis HfA 6ut
{6 be ceniraty {8 thege assumpiiens. If sHeh srrers
of judgment were sufficiently large and prevalent, a
Braad patiern of default; restraint in spending, and
Broader financial disiress 1A the ecensmy might
Ehsie:

Several factors affecting income and payments
shifted over the 1998-2001 period. Interest rates, a
key determinant of payments, rose but then declined
into 2001. Another important determinant of pay-
ments is the term over which a loan is scheduled to
be repaid; families may have opted for different terms
either direetly or by substituting longer-tesm borrow-
ing based on heme eguity for loans with sherter
terms. Ineemes rose fairly broadly ever the peried,
while the propertion of families with debt and the
typieal ameunt ewed alse rese. The net €6NsegHENEES
of these mevemenis en the ratie ef payments te



income can only be assessed by looking at how these
factors vary together over families.

The Federal Reserve staff has constructed an
aggregate-level measure of debt burden: an estimate
of total scheduled loan payments (interest plus mini-
mum repayments of principal) for all households,
divided by disposable personal income. From 1998 to
2001, the aggregate-level measure rose abeut 1 per-
centage peint, te abeut 14 percent.

The survey data may be used to construct a similar
estimate of the debt-burden ratio and to construct
such an estimate for various demographic groups
(table 14). The SCF-based estimate is the ratio of
total debt payments for all families to total family
income of all families. In contrast to the aggregaie-
level estimate, the SCF-based estimate declined
L9 percentage peints over the three-year period, to
12.5 percent, after having remained fairly flat ever
the 1992-98 peried. If total paymenis and ineemes
are eemputed enly for families with debt, the results
afe similar. The SCF-Based measute alse deslined
gver the reeent three-year peried fer almest every
demegraphic greup shewn; the enly netable exesp-
tien is families with net werth in the 75ih ie 96ih per-
centiles of the distributien, fer whem the ratie fese
0.6 pereentage peint:

29. A description ofithis series, and the data for it since 1980, arc[abte:
www. fedieralreserve. govireleases/housedkdity defaullt hitm. Movements
in this ratio may say something about changes in the ability offamilies
as a whole to increase their current consumption, either through direct
purchases or through additional borrowing, but they do not necessarily
imply that fimanciall restraint moved in any particular way for indi-
vidual families; to make the latter assessment, one must know the
joint movements of income and payments across families.[endofnote.]

30. The survey measure of payments relative to income may diffeote:
from the aggregate-level measure for several reasons. First, the debt
payments included in each measure are different. The aggregate-level
measure includes only debts originated by depositories, fiinance com-
panies, and other fiimanciall institutions, whereas the survey includes, in
principle, debts from all sources.

Second, the aggregate-level measure uses a NIPA estimate of
disposable personal income for the period concurrent with the esti-
mated payments as the denominator of: the ratio, whereas the survey
measure uses total before-tax income reported by survey families for
the preceding year; the differences in these two income measures are
complex.

Third, the payments in the aggregate-level measure are estimated
using a formula that entails complex assumptions about minimum
payments and the distribution of loan terms at any given time; the
survey measure of payments is directly asked of the survey respon-
dents but may also include payments of taxes and insurance on real
estate loans.

Fourth, because the survey measures of payments and imcome
are based on the responses of a sample of respondents, they may be
affected both by sampling error and by various types of response error.
As mentioned earlier in this article, the survey income measure tracks
the most comparable measwre of income in the Census Bureaw’s
Current Population Survey. Over the same time, however, the SCF
shows a little less growth in the aggregate level of debt than the
Federal Reserve’s flow of funds accounts; timing and conceptual
differences might explain some of the difference.

The survey data also make it possible to compute
measures of payment burden that are not possible
with the Federal Reserve's aggregate-level estimate.
In particular, the survey allows a detailed look at the
spectrum of payments relative to income across all
households with debts. Like the ratio of survey-based
totals, the median of the ratios for individual families
that had any debt deelined 2.1 percentage peints in
the reeent three-year peried, to 16.0 pereent. Mere-
ever, the measure deelined for virtually every greup
Shewn.

A limitation of the median ratio is that it may not
be indicative of distress because it reflects the situa-
tion of only a typical family. Unless errors of judg-
ment by both families and lenders were pervasive,
one would not expect to see signs of financial disiress
at the median. Thus, a more compelling indicator of
distress is the propertion of families with unusually
large total payments relative te their ineemes. Frem
1998 te 2001, the propertion of debtors with pay=
ments exeeeding 40 pereent of their ineemes fell
1.8 pereentage peints, o 11.0 percent, a level enly
0.2 pereentage peint abeve the 1992 lsvel. Like the
giher twe survey-based payment measures, this indi-
sater alse fell across nearly all demegraphic greups
shewa:

Other commonly used indicators of debt repay-
ment problems are aggregate delinquency rates, that

is, the number of delinquent accounts Bt thE FEgRE" e series. and the dz

age of total balances on which payments are late.
Data on these measures from various sources and for
different types of credit do net give a consistent
pleture of changes in delinguencies over the period.
A related measure is collected in the SCF. Families

that have any debts at the time of theflintSriHEW AFgs e of payments relat

asked whether they have been behind in any of their
payments in the preceding year. This measure differs
conceptually from the aggregate delinquency rates
in that the survey ceunts multiple oceasions of late

Finally, the survey measure excludes debt payments of household
memibers who are not members of: the family unit analyzed in this
article.[endofnote.]

31. Measures ofithe share of closed-end consumer credit outstarfdete:
ing on which payments are late by sixty days or more, based on data
from the Call Report and from the American Bankers Association
(ABA), showed little change on a point-to-point basis between the
1998 and 2001 surveys. Data from the ABA and from the captive
finanee company subsidiaries of: motor vehicle manufacturers on
delinquency rates on automobile loans show opposite trends for the
period. Several measures—based on data from the Call Repoit, the
ABA, and Moody’s on credit card debt in securitized pools—show an
overall increase in the dellnquency rate on eredit card debt over the
interval. Delinquency fates on mortgages, after falling for the twe
years after 1998, rebounded threugh 2001.[endofnote.]


http://www.federalreserve.gov/releases/housedebt/default.htm

T4ble RétioReti debdf pdahh qratgntie niisntd yfamd bymio (e gpro@aigr egatenatiame dibaje sifadetabdebtits ratith abtiveadOveed@ merardt, and
share of debtors with any payment sixty days or more past due, by selected characteristics of families, 1992, 1995.

1998, and 2001 surveys

Percent

Aggregate:

Family
characteristic

1992 1995 1998

All families 14.0 13.6 144
Pegeetitéle of tnamez

Less than 20 15.8 18.0 17.9
20-39.9 15.2 16PErcentile 15.70f
40-59.9 15.5 14P@rcentile 17.8f
60-79.9 16.3 17Rércentile 18.50f
80-89.9 15.2 16F2rcentile 16.4of
90-100 11.2 9PRreentile 10.20f
Age of heat Ypaws))

Less than 35 16.4 171 16.6
35-44 17.8 16Age of 17.1
45-54 145 144ge of 15.9
55-64 114 114%e of 13.0
65-74 77 6:9e of 85
75 and more 3.4 20 of3.9
Prceetitéle of nett wartth

Less than 25 10.8 12.5 13.9
25-49.9 171 18r@rcentile 183
50-74.9 17.7 17Rércentile 187
75-89.9 14.2 13r@rcentile 145
90-100 10.4 8P8rcentile 160
Hausitigg stattiss

Owner 16.0 152 15.8
Renter or other 6.9 Tbusing 75

payments as one and counts families instead of bal-
ances or accounts. Over the 1998-2001 period, the
survey shows an overall decline in the proportion of
debtors who were sixty or more days late with their
payments on any of their loans in the preceding year;
the share of such families fell 1.1 percentage points,
to 7.0 percent.

Although the measure also declined over most
demographic groups, the exceptions are interesting.
For families with incomes in the lowest 20 percent of
the distribution, the percent late rose 0.5 perceniage
point; for families headed by persons aged less than
35, it rose 0.8 percentage point; for families with net
worth in the lewest 25 percent of that distribution,
It rese 1.6 percentage points; aned for renters it rose
1.2 pereentage peints. Thus, debt repayment preb-
lems appear te exist fer seme greups despite the
apparent lack ef eBvieus patterns in the distributien
of payments relative te inseme for the same groups:
The explanatien may be the use of a lagged value ef
ineeme in the ratie of payments te ineame; for fami-
lies with late payments, inesme may have deteris-
fated swbsequenity:

32. In addition, the aggregate measures cover only certain loan
types.[endofnote.]

) Median of family ratios:
Mieedian offamilyratios: Y

998
998

2001 1992 1995 2001

12.5 15.3 15.6 18.1 16.0

15.3 131 121 26.4 172

intbrie: 20438.9 16.1 17.8 15.9

ink6nfe: 40%53.9 151 19.0 16.9

inb6rie: 60772.9 18.3 19.2 17.9

inlide: 8068D.9 16.5 174 17.0

inBothe: 98900 12.2 135 111

16.6 155 16.2 18.3 16.7

head 14.Tyears): 183%-44 17.6 19.6 173

head 12 .4years): 154-54 16.1 18.0 16.8

head 10.years): 145%-64 13.9 17.0 13.8

head 8.§years): 96%-74 11 14.9 15.1

head 3.7 (years): 2.6 75 and #ore 9.0 7.0

125 9.3 10.8 16.2 10.6

net  17\8orth: 24849.9 185 195 194

net  16wBorth: 50872.9 183 19.9 17.9

net  15dorth: 78588.9 15.0 17.8 16.3

net 7.3vorth: 98400 12.6 14.7 10.9

135 18.9 19.7 211 19.2

status: 6.8 &dnter or 74 10.2 7.7
SUMMANRY .

The median and mean values of net worth of families
as a whole grew substantially from 1998 to 2001 but
not for all demographic groups distinguished in this
report. Among groups defined by education of the
family head, net worth rose only for the groups at
the oppesite exiremes: families headed by persons
witheut a high seheel diplema of its equivaleat and
families headed by persens with at least a eellege
degree. The net werth of nenwhite ef Hispanie fami-
lies barely meved at the median, and the inerease i
the mean was netably belew that ef ether families.
Alihsugh equity markeis deelined further after the
sirvey Wwas eempleted, a sensitivity analysis syggesis
that with equity priees as law as they were in Octeber
2002, beth median and mean family net werh still
gxeeeded their levels in 1998

Accounting for the various ways in which families
might own publicly traded corporate equities, the
share of families owning any exceeded 50 percent
in 2001. At the same time, the median holding of
families with equities rose more than one-fourth.
Although managed assets, stich as annuities, trusts,
and managed investmeat accounts, are fiet owned by
darge share of the populatien—less than 7
of families in 2001—a large inerease in beth

other

p@f@gﬂn addition, the aggre
e



4. —Continued

Percent

S ) N . N erraant TR D, g or more:
ramity P T R P R efoen 0 perooRamiles g ARSI o
characteristic 1995 1998 1995 1998

1992 1993 1998 2001 1992 1603 1998 3681
All families 10.8 10.6 12.8 11.0 6.0 7.1 8.1 7.0
Pegeetitéle of iinzome
Less than 20 26.4 26.2 282 27.0 110 10.2 12.9 13.4
20-39.9 15.1 16.0 17.2 16.0 9.3 10.1 123 117
40-59.9 10.1 8.1 15.3 1.7 6.9 8.7 10.0 7.9
60-79.9 76 71 8.6 56 4.4 6.6 5.9 40
80-89.9 2.9 46 34 35 18 28 3.9 26
90-100 25 2.0 26 2.0 10 1.0 16 13
Age of heat] (1years)
Less than 35 10.5 1.4 1.8 10.8 8.3 8.7 11 119
35-44 15 93 1.8 9.4 68 7.7 8.4 5.9
45-54 10.0 10.6 15 10.9 5.4 74 74 6.2
55-64 143 14.4 13.9 122 4.7 32 75 71
65-74 74 78 175 13.9 1.0 53 31 15
75 and more 8.7 74 20.9 143 18 5.4 11 8
Paceetitéle of net wanth
Less than 25 95 95 18 10.3 14.4 145 16.1 17.7
25-49.9 119 114 151 133 55 8.2 9.8 72
50-74L9 1.8 11.0 12.4 105 31 4.4 55 36
75-89.9 9.9 9.2 1.6 10.6 23 2.4 10 8
90-100 26 15 1.1 8.4 18 7 2.4 3
Hausitigg sstatus
Owner 13.6 13.0 158 13.9 36 5.1 6.1 43
Renter or other 4.7 51 53 35 11 15 128 14.0

NOTE. The aggregate measure is the ratio of total debt paymenmts to total
income for all families. The median of family ratios is the median of the
distribution of ratios calculated for individual families. Also see note to table 1.

percent of families with such assets and the level
of their holdings served to push up their share of
total fimancial assets. The homeownership rate grew
1.5 percentage points from 1998 to 2001, and the
typical home value rose more than 12 percent. None-
theless, the growth of flinancial assets outpaced other
assets as a share of total assets.

The percent of families with any sort of debt went
up about L percentage point, and median debt for
debtor families rose almost 10 percent. Even so, the
growth of assets was faster than the growth of debt,
and the aggregate leverage ratio consequently
declified. Debt payments relative to income showed
broad signs of decline ever demegraphic groups.
Hewever, inereased preblems with late payments for
a few greups suggest they face mefe serieus eredit
distress:

Median and mean incomes rose substantially from
1998 to 2001, but as in the case of net worth, there
were very different growth rates for various demo-
graphic groups. The income data show particularly
strong returns to education. Families headed by per-
sons with a college degree had substantially larger
Inereases in inceme than other families.

STATISTICAL WMENSURES.

Detailed documentation of the SCF methodology is
available elsewhere. The 2001 data used here are
derived from the final internal version of the sur-
vey information. Data from this survey, suitably
altered to protect the privacy of respondents, along
with additional tabulations of data from the sur-
veys beginning with 1989, will be available in Febru-
ary 2003 at www.federalreserve.gov/pubs/oss/oss2/
sef2001heme.html. Links to the data used in this
artiele for earlier perieds are avallable en that site.
Results reperied in this artiele for earlier surveys may
diffsr frem the resulis reperied in earlier artisles
beeause of additienal statistical precessing, 66fres-
tien of data errers, revisiens 8 the survey weights,
coneeptual ehanges in the definitiens ef variables
ysed in the articles, and adjustments fer inflatien.

33. See Arthur B. Kennickell, “Wealth Measurement in the Survieyte:
of C Fir . Methodology and Directions for Future
Research,” www fathord reserwe. gowpuths)/oss/oss2)methad] fimdl (May
2000)), and references cited in that paper.[endofnote.]



http://www.federalreserve.gov/pubs/oss/oss2/

As a part of the general reconciliations required
for this article, the survey data were compared with
many external estimates, a few of which are men-
tioned in the text. Generally, the survey estimates
correspond fairly well to external estimates. One
particularly important comparison is between the
SCF and the Federal Reserve's flow of funds
accounts for the household sector. This comparison
suggests that when the definitiens of the variables in
the twe seurees ean be adjusted te a semnien €oneep-
tdal basis, the estimates ef totals in the twe systems
tend te Be elese. The data series i the SCF and in the
flow of funds aseeunis usually shew very similar
grewih ratss: In general, the only data from the SCE
that can be compared with those of other surveys are
the medians because of the special design of the SCE
sample.

Deffimitiiam of Familly in the SCIF:

The definition of “family” used throughout this
article differs from that typically used in other gov-
ernment studies. In the SCF, a household unit is
divided into a “primary economic unit” (PEU)—the
family—and everyone else in the househeld. The
PEU is intended to be the economically dominant
single individual er couple (whether married or liv=
ing tegether as partners) and all ether persons in
the heuseheld whe are fimancially interdependent
with that persen er these persens. In ether geveri-
ment studies—rPor example, these of the Bureau ef
the Census—an individual is net eensidered a family.
This report also designates a head of the PEU, not
to convey a judgment about how an individual fam-
ily is structured but as a means of organizing the data
consistently. If a couple is economically dominant in
the PEU, the head is the male in a mixed-sex cotple
and the older person in a same-sex couple. If a single
individual is ecenomiecally dominant, that person is
designated as the family head in this repert.

The Sampliingg Technigues.

The survey is expected to provide a core set of data
on family assets and liabilities, The major aspects of
the sample design that address this requirement have
been fixed since 1989. The SCF combines two tech-

34. For details on how these comparisons are structured and
the results of comparisons for earlier surveys, see Rochelle L.
Antoniewicz, “A Comparison of Flow of Funds Accounts and the
Survey of Consumer Finances,” www.federalreserve.gov/pubs/oss/
0ss2/method.htmil, October 2000.[endofnote.]

niques for random sampling. First, a standard multi-
stage area-probability sample (a geographically based
random sample) is selected to provide good coverage
of characteristics, such as home ownership, that are
broadly distributed in the population.

Second, a supplemental sample is selected to dis-
proportionately include wealthy families, who hold
a relatively large share of such thinly held assets
as noncorporate businesses and tax-exempt bonds.
Called the list sample, this group is drawn from a list
of statistical records derived from tax returns. These
records are used under sirict rules governing confi-
dentiality, the rights of petential respondeats te refiise
participation in the survey, and the types ef inferma-
tien that ean be made available. Individuals listed
By Forbes magazine as being ameng the wealthiest
400 peeple in the United States are exeluded frem
sampling:

Of the 4,449 interviews completed for the 2001
SCE, 2,917 were from the area-probability sample,
and 1,532 were from the list sample; the figures for
1998 are 2,780 from the area-probability sample and
1,519 from the list sample. The 1998 survey repre-
sents 102,6 million families, and the 2001 suirvey
represents 106.5 million families.

The |Mervirms

Only minor changes to the SCE questionnaire have
been made since 1989, and then only in response
to financial innovations or to gather additional infor-
mation on the structure of family fimances. Thus, the
data obtained by the five surveys conducted over this
period are highly coniparable.

The generosity of families in giving their time for
interviews has been crucial to the SCF. In the 2001
SCF, the median interview required about eighty
minutes, However, in some particularly complicated
cases, the amount of time needed was substantially
more than twe hours. The role of the interviewers
in this effort is also critical. Witheut their dedication
and perseveranee, the survey weuld net be pessible.

The SCE interviews were conducted between the
months of May and December in each survey year
by NORC, a social science and stirvey research orga-
nization at the University of Chicago (formerly the
National Opinion Research Center at the University
of Chicage). The great majority of interviews were
obtained in person, although interviewers were

iallowed to conduet telephone interviews if that Wakor details on how t

35. The 1992 survey represents 95.9 million families, and the 1995
survey represents 99.0 million families.[endofnote.]



more convenient for the respondent. In the surveys
beginning with 1995, interviewers used a program
running on laptop computers to administer the survey
and collect the data.

The use of computer-assisted personal interview-
ing has the great advantage of enforcing systematic
collection of data across all cases. The computer
program developed to collect the data for the SCF
was tailored to allow the collection of partial inforima-
tien in the form of ranges whenever a respondent
either did not knew or did net want to reveal an exact
dellar fiigure.

The response rate in the area-probability sample is
more than double that in the list sample. In both 1998
and 2001, about 70 percent of households selected
for the area-probability sample actually completed
interviews, The overall response rate in the list
sample was about 30 percent; in the part of the list
sample likely containing the wealthiest families, the
response rate was only about 10 pereent. Analysis of
the data eonfirms that the tendeney te refuse partiei-
patien is highly eefrelaied with net werth.

Weighting .

To provide a measure of the frequency with which
families similar to the sample families could be
expected to be found in the population of all families,
an analysis weight is computed for each case accotint-
ing for both the systematic properties of the sample
design and for differential patterns of nonresponse.
The SCF response rates are low by the standards
of ether majer gevernment surveys. However, unlike
other surveys, whieh alse almest eeftaialy have
differential nenresponse by wealthy heusehelds, the
SCF has the means t6 adjust fer sueh nenrespense: A
majer part ef SCF researeh is deveied te the evalua-
tien of nenrespense and adjustments for NORrespense
in the analysis weighis ef the skrvey-

For this article, the weights of a small number of
cases have been further adjusted to diminish the
possibility that the results reported could be unduly
affected by influential observations. Such influential
observations were detected with a graphical tech-
nigue that allows inspection of the weighted distri-
butien ef the underlying data. Most of the cases

36. The weights used in this article are based on a nonresponse-
adjusted weight that accounts for differential nonresponse across
racial and ethnic groups by home ownership. See Arthur B. Ken-
nickell, “Reviisions to the SCF Weighting Methodology: Accounting
for Race/Ethmicity and Homeownership™ (Board of Governors
ofi the Federal Reserve System, December 1999), available at
wwi fedieialieserve.gov/pubs/oss/oss2/method. timil. [endofnote. ]

found were holders of an unusual asset or liability or
were members of a demographic group in which such
holdings are rare. These weight adjustments are likely
to make the key findings in this article more robuist.

Sources of Evvor.

Errors may be introduced into survey results at many
stages. Sampling error—the variability expected in
estimates based on a sample instead of a census—is a
particularly important source of error. Suich error can
be reduced either by increasing the size of a sample
or, as is done in the SCF, by designing the sample
to reduce important sotrces of variability. Sampling
efror can be estimated, and for this article we use
replication methods o d6 SO:

Replication methods draw samples from the set of
actual respondents in a way that incorporates the
important dimensions of the original sample design.
In the SCF, weights were computed for all the cases
in each of the selected replicaies. For each statistic
for which standard errors are reported in this article,
the weighted statistic is estimated using the replicate
samples, and a measure of the variability of these
estimates is combined with a measure of the variabil-
ity due te imputation fer missing data te yield the
standard efref. The estimatien ef the standard errefs
reperied in this artiele empleyed a variatien en the
proeedure used te eempuie the eerrespending &st-
fmates reperted in earlier articles en the survey: this
variatien eeneerns an adjustment made in the merg-
ing of the area-probability and list sample opssrva-
tigRs within each replicate sample, and it Ras the
gffect of maderating e effects of sittations 1A e
feplicate samples that weuld ot have Been atowed
1A e actial sample:

Other errors include those that interviewers may
introduce by failing to follow the survey protocol or
misunderstanding a respondent’s answers. SCF inter-
viewers are given lengthy, project-specific training to
minimize such problems. Respondents may introduce
error by interpreting a question in a sense different
frem that intended by the survey. For the SCF, exien-
slve pretesting ef guestions and thereugh review ef
the data tends te reduee this seuree ef errer.

Nonresponse—either complete nonresponse to the
survey or nonresponse to selected items within the

[sqrvey—may be another important source of error.
note:

37. For more information on the revised standard error estimates,
see Arthur B. Kennickell, “Rewisions to the Variance Estimation
Procedure for the SCF” (October 2000), at www.federalreserve.gov/
pubs/oss/o0ss2/method. hteal.[endofnote.]

36]. The weights used in tf



As noted in more detail above, the SCF uses weight-
ing to adjust for differential nonresponse to the sur-
vey. To address missing information on individual
questions within the interview, the SCF uses statisti-

cal methods to impute missing data; the technique
used makes multiple estimates of missing data to
allow for an estimate ofithe uncertainty attributable to
this type of nonresponse.



