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ECONOMIC BACKGROUND
Data from the Federal Reserve Board's Survey of
Consumer Finances show a striking pattern of growthAfter growing rapidly for several years, real
in family income and net worth between 1998 and(inflation-adjusted) gross domestic product increased
2001. Inflation-adjusted incomes of families roseat a more moderate 2.3 percent rate in 2000. Between
broadly, although growth was fastest among thel998 and 2000, the increase in overall economic
group of families whose income was higher than theactivity was sufficiently strong to lower the unem-
median. The median value of family net worth grew ployment rate from 4.5 percent to 4.0 percent. In part
faster than that of income, but as with income, thebecause of a run-up in energy prices, the rate of
growth rates of net worth were fastest for the groupinflation as measured by the consumer price index for
above the median. The years between 1998 and 20l urban consumers (CPI) rose from 1.5 percent to
also saw a rise in the proportion of families that own3.4 percent.
corporate equities either directly or indirectly (such Real GDP actually declined through the first three
as through mutual funds or retirement accounts); byquarters of 2001, before turning up in the fourth
2001 the proportion exceeded 50 percent. The growtlguarter, and for the year as a whole, real GDP
in the value of equity holdings helped push up finan-was essentially unchanged. The unemployment rate
cial assets as a share of total family assets despitejamped to 4.8 percent during the year—close to its
decline in the overall stock market that began in thelevel in early 1998—and the CPI inflation rate fell to
second half of 2000. 1.9 percent, the same pace as for 1998.

The level of debt carried by families rose over Developments in the financial sector during the
the period, but the expansion in equities and thel998-2001 period were mixed. The stock market
increased values of principal residences and othetlecline over much of 2000 and 2001 reversed gains
assets were sufficient to reduce debt as a proportioposted earlier, and by the end of 2001 it had brought
of family assets. The typical share of family income most major indexes close to their 1998 levels. Inter-
devoted to debt repayment also fell over the periodest rates on mortgages followed a similar pattern. For
For some groups, however—particularly those withexample, the thirty-year fixed rate rose over the late
relatively low levels of income and wealth—a con- 1990s, but by September 2001 (the middle of the data
current rise in the frequency of late debt paymentscollection period for the 2001 survey), it had returned
indicated that their ability to service their debts hadto the &4 percent level seen in September 1998. By
deteriorated. September 2001, interest rates for loans on new vehi-

This article reviews these and other changes in theles and for credit card balances were below their
financial condition of U.S. families between 1998 and1998 levels. Interest rates on deposits had dropped
20011 The discussion draws on data from the Federabelow 3 percent by 2001. While the homeownership
Reserve Board's Survey of Consumer Financesate rose moderately over the period, house prices

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 U.S. Family Finances: Results from the 1998 Survey of Consumer
surveys as well as references to earlier surveys, see Arthur B. KenFinances,” Federal Reserve Bulletinyol. 86 (January 2000),
nickell, Martha Starr-McCluer, and Brian J. Surette, “Recent Changespp. 1-29.
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The Data Used in ThisArticle

Data from the Survey of Consumer Finances (SCF) are theésCF are adjusted to 2001 dollars using the “current mgth-
basis of the analysis presented in this article. The SCF is @ds” version of the consumer price index (CPI) for gll
triennial interview survey of U.S. families sponsored by the urban consumers.Because the current-methods indg¢x
Board of Governors of the Federal Reserve System with theshows a lower rate of past price inflation than does the
cooperation of the U.S. Department of the Treasury. Sinceofficial CPI, upward adjustments for inflation made to tl;e
1992, data for the SCF have been collected by NORC, gre-2001 nominal values are smaller than they would have
research organization at the University of Chicago, roughlybeen under the official CPI.
between May and December of each survey year. The principal detailed tables describing asset and debt
The majority of statistics included in this article are holdings focus on the percent of various groups that have
related to characteristics of “families.” As used here, this such items and the median holding for those that have
term is more comparable to the U.S. Bureau of the Censushem? This conditional median is chosen to give a sensq of
definition of “households” than to their use of “families,” the “typical” holding. Generally, when one deals with data
which excludes the possibility of one-person families. Thethat exhibit very large values for a relatively small part pf
appendix provides full definitions of “family” for the SCF the population—as is the case for many of the items cpn-
and the associated family “head.” The survey is designed tosidered in this article—estimates of the median are often
provide detailed information on U.S. families’ balance statistically less sensitive to such outliers than are estimates
sheets and their use of financial services as well as on theiof the mean. One liability of using the median as a descfip-
pensions, labor force participation, and demographic chartive device is that medians are not “additive”; that is, the
acteristics as of the time of the interview. It also collects sum of the medians of two items for a common populatipn
information on families’ total cash income before taxes for is not generally equal to the median of the sum. In contrast,
the calendar year preceding the survey. The survey quesneans for a common population are additive. In tables
tionnaire has changed in only minor ways since 1989,where a comparable median and mean are given, the grgwth
except in a small number of instances in which the structureof the mean relative to the median may usually be taken
was altered to accommodate changes in financial behavioras indicative of change at the top of the distribution; for
Thus, the data are highly comparable over time. example, when the mean grows more rapidly than the
The need to measure financial characteristics imposemedian, it is typically taken to indicate that the valugs
special requirements on the sample design for the surveycomprised by the top of the distribution rose more rapidly
The SCF is expected to provide reliable information boththan those in the lower part of the distribution.
on attributes that are broadly distributed in the population To provide a measure of the significance of the develpp-
(such as home ownership) and on those that are highlynents discussed in this article, standard errors due to gam-
concentrated in a relatively small part of the population pling are given for selected estimafeSpace limits pre-
(such as closely held businesses). To address this requirerent the inclusion of the standard errors for all estimates.
ment, the SCF employs a sample design, essentiallyAlthough we do not directly address the statistical sign|fi-
unchanged since 1989, consisting of two parts: a standard;ance of the results, the article highlights findings that are
geographically based random sample and a special ovesignificant or are interesting in a broader context.
sample of relatively wealthy families. Weights are used
to combine information from the two samples to make
estimates for the full population. In the 1998 survey,

4,309 families were interviewed, and in the 2001 survey, 1. Inan ongoing effort to improve accuracy, the Bureau of Labor Statisfics
4,449 were interviewed. has introduced several revisions to its CPl methodology. The currént-

Thi ticle d incipall the final data f th methods index attempts to extend these changes to earlier years to objain a

IS article draws principally upon the final data Irom tN€ ggries a5 consistent as possible with current practices in the official CPI For
1998 and 2001 surveys. To provide a larger context, Someechnical information about the construction of this index, see Kenneth J.

i i i i i i Stewart and Stephen B. Reed, “Consumer Price Index Research Series Ysin
information is also included from the final versions of the Current Methods, 1078.1008lonthly | abor Reviewiol, 122 (June 1999),

1992 and 1995 surveys. Differences between estimates frorﬂp. 29-38. To adjust assets and liabilities to 2001 dollars, the earlier sufvey
earlier surveys as reported here and as reported in earligfata were multiplied by the following amounts: for 1992, 1.2374; for 1995,

o ; i 1.1558; and for 1998, 1.0885. To adjust family income for the previqus
Federal Reserve Bulletiarticles are attributable to addi calendar year to 2001 dollars, the following factors were applied: for 1992,

tional statistical processing, correction of minor data errors,1.267s: for 1995, 1.1815; for 1998, 1.0998; and for 2001, 1.0279.
revisions to the survey weights, conceptual changes in the 2. The median of a distribution is defined as the value at which equal parts

L . . . . of the population considered have values larger or smaller.
definitions of variables used in the articles, and adJUStmentS 3. As noted in the appendix, these standard errors are estimated wjth a
for inflation. In this article, all dollar amounts from the procedure different from that employed in earlier articles on the survey.

climbed steadily; some indexes of house pricesn 2001 lowered the income tax burden beginning

gained nearly 25 percent. that year. Other changes in tax law expanded incen-
Other institutional factors also affected family tives for saving; of particular note were increases in

finances. Tax cuts and rebates that were implementeithie limits on contributions to individual retirement
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accounts (IRAs) and 401(k) accounts. At the samdially higher than for those with any lesser amount of
time, the first in a series of estate tax reductions waschooling. Incomes of white non-Hispanic families
implemented. Increases in education-related taare substantially higher than those of other famities.
credits also held down the tax payments of families.Families headed by self-employed workers have the
Continuing growth of the Internet made financial highest median and mean incomes of all work-status
information and tools for financial management moregroups. Income is also higher for homeowners than
widely available; according to the SCF the fraction of for other families, and it is progressively higher for
families who used such resources about doubledroups with greater net worth. By region of the
between 1998 and 2001, but the overall rate of useountry, the ordering of median incomes over time
remained less than 25 percent of families. has varied, but the means show consistently higher
Ongoing demographic trends continued to changealues for the Northeast and West than for the North
the structure of the population. Overall populationCentral and South.
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- Income by Demographic Category
ulation, the number of people aged 45 to 64 grew ) o
more than 10 percent. The number of householdéncomes grew at different rates in different parts of
grew 4.1 percent—a rate faster than the 3.6 percerﬂ‘e income distribution between 1998 and 2001, with
pace in the 1995-98 period—while the average numfaster growth at both the top and the bottom of the
ber of people per household remained close to two. anges than in the middle. During this period, the
median income of families in the lowest 20 percent of
the income distribution grew 14.4 percent; for the
FAMILY INCOME middle group (40th to 60th percentiles), it rose
9.6 percent; and for those in the highest group (90th
Between 1998 and 2001, inflation-adjusted familyto 100th percentiles), it rose 19.3 percent. A similar
incomes rose notably faster than they did in thepattern holds for the 1992—-2001 period.
1995-98 period (see table 1 for dollar values): The By age group, median income rose between 1998
median rose 9.6 percent (2.5 percent during theand 2001 for all except the 45-54 group, for which it
1995-98 period), and the mean rose 17.4 percerdeclined 1.3 percent. In percentage terms, the greatest
(12.2 percent during the 1995-98 periddjhe Cur- increase was for the 75-and-older group—a rise of
rent Population Survey (CPS) of the Bureau of the23.1 percent; income for this group had been fairly
Census reports growth in median income for theflat from 1992 through 1998. Mean income grew for
1998-2001 period that is similar to the growth shownall age groups between 1998 and 2001, but particu-
in the SCF, but at a somewhat higher level. larly so—22.6 percent—for the 45-54 group.
Some patterns of income across family groups

hold consistently, or nearly so, in the four surveys—— ) .
ken in the nine-vear period between 1992 and 200 primarily because the CPS truncates incomes above a certain amount
taken in the yearp Xo obscure respondents who might otherwise be identifiable.

Across age classes, median and mean income show4. The race and ethnicity of members of a single family may vary;
the expected Ilfe_cycle pattern They rlse to a peak |ﬁh|S article categorizes the family as a whole according to the self-

. identification of the respondent to the SCF interview. The SCF ques-
the 45-54 group and then decline for groups that al'fon that is used to identify race and Hispanic origin was changed in

older and increasingly more likely to be retired. 1998. In earlier surveys, respondents were asked to choose a single
Income also rises with education. and incomes fof€ategory that best described their race or ethnicity. In 1998, respon-

f ilv heads that h Il d bst dents could choose as many as seven responses, but they were asked
amily heads that have a coliege degree are subs alﬂ)’report first the category with which they identified most.

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

2. To measure income, the interviewers request information on alffirst response to the race and ethnicity questions for the 1998 and 2001
components of the family’s cash income, before taxes, for the fullsurveys. Only a few of the survey respondents gave more than one
calendar year preceding the interview (see box “The Data Used inresponse, and more complex treatments of the data do not yield
This Article”). Hence, references in the text and tables of this article conclusions that are substantively different from those reported in this
to income reported from the survey years 1992, 1995, 1998, and 200article.
cover the income received in 1991, 1994, 1997, and 2000 respectively. The estimated proportion of families that are of Hispanic origin in

3. According to the CPS, median household income for the twelvethe 2001 SCF is lower than an estimate based on the CPS, most likely
months preceding March 2001 was $42,200. The difference in thebecause the CPS, unlike the SCF, asks directly about ethnicity in a
levels of the medians in the two surveys appears to be largelyguestion separate from the one that asks about race. Thus, in the CPS,
explained by differences in the way the surveys treat incomes ofrespondents who do not normally identify themselves as Hispanic
household members. Under the SCF definition of family, householdmight provide an ethnic origin that is later classified as Hispanic. The
members (and their respective incomes) may belong to differenfproportions of families of Asian and Native American origin in the
families (see the appendix for details), whereas the CPS househol8CF are smaller than those obtained from the CPS, most likely
measure includes the incomes of all household members. In additiorhecause of sampling error. The SCF estimate of the proportion of
mean income is substantially higher in the SCF than in the CPSAfrican Americans is close to an estimate based on the CPS data.
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1. Before-tax family income, percentage of families who saved, and distribution of families, by selected characteristics of
families, 1992, 1995, 1998, and 2001 surveys

Thousands of 2001 dollars except as noted

1992 1995
Famil
characte);istic ] Percoefntage Percentage _ Perc;ntage Percentage
Median Mean i of Median Mean e of
families families families families
who saved who saved
All families .................... . 33.0 495 57.1 100 355 51.6 55.2 100
(7 (7 (.9) (:8)

Percentile of income
Lessthan 20................... . 8.4 8.1 30.2 20.0 8.0 7.7 31.6 20.0
20-39.9. ... . 19.6 19.6 49.1 20.0 20.3 20.3 43.4 20.0
40-59.9... e . 33.0 33.6 59.2 20.0 35.5 34.8 57.2 20.0
60-79.9. 52.3 53.5 70.0 20.0 52.7 53.5 66.8 20.0
80-89.9 78.0 79.5 71.6 10.0 79.3 80.4 69.9 10.0
90-100 .....coiiiii 133.2 186.0 82.0 10.0 130.1 202.6 84.2 10.0
Age of head (years)
Lessthan 35................... . 30.4 37.5 59.1 25.8 29.6 36.1 56.4 24.8
3544 . 44.4 57.7 56.9 22.8 44.3 56.4 54.3 23.0
A5-54 51.6 70.2 59.0 16.2 46.5 76.4 58.0 17.9
55-64 ... 36.8 61.4 59.2 13.2 39.1 62.3 58.0 12.5
6574 ... .. 22.1 35.9 54.0 12.6 22.3 43.3 50.0 12.0
750rmore.......coovvevvnnnnn.. 17.0 28.9 49.4 9.4 18.5 30.7 51.7 9.8
Education of head
No high school diploma. ....... | 15.2 21.6 38.1 20.4 16.8 24.2 42.8 18.5
High school diploma........... 29.5 37.2 56.8 30.0 30.1 40.4 50.6 31.7
Some college.................. . 34.3 45.8 59.5 17.8 35.5 46.9 54.1 19.0
College degree ................ . 55.8 81.1 68.1 31.9 52.9 82.5 68.2 30.7
Race or ethnicity of respondent
White non-Hispanic............ 38.1 54.7 61.1 75.3 38.2 56.7 59.1 77.6
Nonwhite or Hispanic.......... 22.8 33.7 44.9 24.7 23.0 33.8 41.7 22.4
Current work status of head
Working for someone else. ..... 42.6 54.2 63.2 54.8 42.6 55.9 60.4 58.3
Self-employed ................. . 55.5 94.3 59.4 10.9 43.8 92.5 63.4 10.3
Retired ..........covviiiiiin . 18.8 28.4 48.2 26.0 19.4 32.3 46.1 25.0
Other not working.............. 14.0 25.9 41.3 8.3 13.0 215 30.6 6.5
Region
Northeast...................... . 41.1 57.3 57.5 20.2 35.5 56.9 52.6 19.8
North Central .................. R 35.8 51.0 61.3 24.4 36.2 52.6 59.2 23.9
South.............ooiit . 29.2 42.1 54.2 34.6 32.8 47.7 54.6 35.1
West ..o 32.7 52.5 56.4 20.9 36.7 51.8 54.0 21.2
Housing status
owner........... L 43.1 60.6 63.2 63.9 43.8 63.9 61.3 64.7
Renter orother................. . 21.2 29.8 46.2 36.1 21.3 29.0 44.0 35.3
Percentile of net worth
Lessthan 25................... X 16.1 21.5 37.4 25.0 16.7 21.5 35.8 25.0
25-49.9.. ... . 30.2 34.2 52.4 25.0 33.1 36.2 51.4 25.0
50-74.9.. ... . 40.6 451 63.5 25.0 41.0 47.1 59.5 25.0
75-89.9. ... . 53.2 62.9 70.8 15.0 49.4 61.1 68.6 15.0
90-100 ... .o . 100.1 148.8 81.0 10.0 93.0 162.2 82.4 10.0

Across education groups, median and meardid rise for both groups in the most recent three-year
incomes rose most strongly for families headed byperiod, it rose much faster for the white non-Hispanic
persons with a college degree; median income fogroup (19.3 percent) than for the nonwhite or His-
this group rose 13.4 percent, and the mean rospanic group (11.2 percent).

25.1 percent. Median income also rose for other Although medianincome for nonwhite or Hispanic
education groups except for families headed by perfamilies was essentially static from 1998 to 2001, the
sons without a high school diploma or its equivalent,median income for African American families
a group that had seen little change in income sincéncreased 20.3 percent in that period, from $21,200 to
1992; among these education groups, mean incom$25,500 (data not shown in tablés.he mean for

rose most notably for the group with at least some——
i 5. CPS data for the same period show substantial but smaller
college education. . . rowth in the median. The SCF data show a small decline in the
Between 19_98 a_nd 20_0_11 the median income o edian income of families with respondents who chose to identify
nonwhite or Hispanic families was about unchangedihemselves as Hispanic; this classification in the survey is not, as

while the median rose 10.0 percent for white non_noted earlier, comparable to that used in the CPS. Median incomes of
: other minorities showed larger declines in the SCF, but the sample

Hispanic families; the two gI’OWth rates had beengjzes of these groups are so small that none of these differences is
closer over the 1992-98 period. Although the mearstatistically significant.
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1.—Continued

Thousands of 2001 dollars except as noted

1998 2001
Famil
characte);istic ] Per%efntage Percentage _ Percoe;ntage Percentage
Median Mean i of Median Mean e of
families families families families
who saved who saved
All families .................... . 36.4 57.9 55.9 100.0 39.9 68.0 59.2 100.0
(.9) (1.2) (.8) (1.8)

Percentile of income
Lessthan 20................... . 9.0 8.6 32.1 20.0 10.3 10.0 30.0 20.0
20-39.9. ... . 22.1 22.0 455 20.0 24.4 24.1 53.4 20.0
40-59.9... e . 36.4 37.0 56.1 20.0 39.9 40.3 61.3 20.0
60-79.9. . 58.0 59.1 67.9 20.0 64.8 65.2 72.0 20.0
80-89.9 86.0 86.6 73.7 10.0 98.7 98.0 74.9 10.0
90-100 .....coiiiii 142.2 239.0 82.0 10.0 169.6 302.7 84.3 10.0
Age of head (years)
Lessthan 35................... . 29.8 39.3 53.0 23.3 334 44.2 52.9 22.7
35-44 . 45.8 65.3 57.3 23.3 51.4 77.1 62.3 22.3
A5-54 . 55.2 76.0 57.8 19.2 54.5 93.2 61.7 20.6
55-64 ... . 41.9 78.1 61.1 12.8 45.2 86.9 62.0 13.2
6574 ... .. . 26.5 50.9 56.3 11.2 27.8 58.1 61.8 10.7
750rmore.......coovvevvnnnnn.. 18.2 31.8 48.6 10.2 22.4 36.7 55.5 10.4
Education of head
No high school diploma. ....... | 16.9 23.6 39.5 16.5 17.0 251 38.7 16.0
High school diploma........... 31.8 40.3 53.7 31.9 33.9 44.8 56.7 317
Some college.................. . 38.6 55.3 56.7 18.5 40.9 55.5 61.7 18.3
College degree ................ . 59.8 93.2 65.6 33.2 67.8 116.6 70.0 34.0
Race or ethnicity of respondent
White non-Hispanic............ 41.1 64.1 59.8 7.7 45.2 76.5 62.9 76.2
Nonwhite or Hispanic.......... 25.4 36.5 421 22.3 25.7 40.6 47.5 23.8
Current work status of head
Working for someone else. ..... 44.2 58.3 59.8 59.2 47.3 67.3 61.6 60.9
Self-employed ................. L 57.4 119.1 61.1 11.3 63.3 138.3 70.4 11.7
Retired ..........covviiiiiin . 21.0 35.9 48.6 24.4 21.0 40.0 50.5 22.9
Other not working.............. 12.7 23.9 33.7 5.1 16.7 36.4 42.7 45
Region
Northeast...................... . 38.6 66.4 53.5 19.3 41.3 7.7 58.1 19.0
North Central .................. 5 35.8 53.3 58.3 23.6 43.9 64.7 63.0 23.0
South.............ooiit . 34.4 53.8 55.0 35.7 36.0 61.4 57.3 36.2
West ..o 39.4 62.1 56.9 21.3 40.7 74.0 59.5 21.8
Housing status
owner........... o 47.6 72.6 62.2 66.2 52.1 85.1 66.7 67.7
Renter orother................. . 22.1 29.1 43.4 33.8 24.7 32.2 43.6 32.3
Percentile of net worth
Lessthan 25................... . 17.3 22.1 36.3 25.0 19.7 24.0 34.5 25.0
25-49.9.. ... . 33.1 36.9 50.2 25.0 34.9 39.7 54.3 25.0
50-74.9.. ... . 44.2 51.0 61.8 25.0 50.9 58.4 68.0 25.0
75-89.9.. ... . 61.8 73.6 71.9 15.0 70.0 78.8 77.7 15.0
90-100 ... .iviiiiiii . 96.2 193.7 80.0 10.0 128.5 256.4 83.9 10.0

Note. For questions on income, respondents were asked to base theindex for all urban consumers (see text box “The Data Used in This Article”).
answers on the calendar year preceding the interview. For questions on saBee the appendix for details on standard errors (shown in parentheses below the
ing, respondents were asked to base their answers on the year (that is, nétst row of data for the medians and means here and in table 3) and for defini-
specifically the calendar year) preceding the interview. tions of family and family head.

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 ers who were not self-employed rose slightly. Mean
$31,400 to $37,800. income rose for all work-status groups between 1998
By work status, median income grew fastestand 2001, but over the 1992—2001 period it rose most
between 1998 and 2001 for the self-employedfor the self-employed group (46.7 percent).
(10.3 percent) and “other not working” (31.5 per-  Over the 1998 to 2001 period, median income rose
cent)® Although the latter group showed a large fastest in the North Central region. Growth in the
percentage increase, it continued to have the loweshean was similar in all regions except the South,
median income of all the work-status groups. Thewhere it lagged slightly. Over the same period, the
median income of the retired group was unchangedmedian and mean incomes of homeowners continued
while the median income of families headed by work-to pull away from the lower levels of other families.
T . ) ) By net worth group, median and mean incomes grew
6. The “other not working” group consists of family heads who

are unemployed and those who are out of the labor force but who ardor all over f[his pel’iOd., bl:|t th_ey rose most rapidly for
not retired or over age 65. the top decile of the distribution.
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Family Saving 2. Reasons respondents gave as most important for their
families’ saving, distributed by type of reason, 1992,
1995, 1998, and 2001 surveys

Because saving out of current income is an impor- borcont

tant determinant of family net worth, the SCF asks

respondents whether, over the preceding year, family Reason 1992 ‘ 1995‘ 1998‘ 2001
spending was less than, more than, or about equal ©0,cq caion. ... . 91 108 110 109
its income. Though only qualitative, the answers are For the family ............. 2.6 2.7 4.1 5.1
. . . Buying own home. 4.0 5.1 4.4 4.2
a useful indicator of whether families are saving. purchases....... 9.7 128 9.7 95
; ; Fi Retirement. ....... . 19.4 23.7 33.0 32.1
ASk“f‘g instead for a specific dollar amount would g g™ . 339 330 208 312
require much more time from respondents and would Investments................ 7.6 4.2 20 1.0
. No particular reason. ....... 1.7 .8 1.3 11
likely lower the rate of response to the survey. When asked for a reason,
Overall, the proportion of families who reported [t o =ve- 50 88 69 %°

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 MOSt common response—declined slightly in 2001

groups except the bottom quintile, in all age groupsafter having increased consistently between 1992 and

except the youngest, in all education groups excep%ggs' In contrast, the fraction reporting liquidity-
the lowest, in all work-status groups (but particularly €latéd — reasons—the second =~ most common

so in the self-employed group), in all regions, and inf€SPonse—increased in 2091The proportion of
all wealth groups except the bottom quartile. families reporting education-related reasons held

In contrast, estimates of the rate of saving bysteady. Reported saving for investments continued to

households as measured in the national income angfcline.

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 an®NET WORTH

NIPA concepts of saving differ in some important )
ways. First, the underlying SCF question asks only T0mM 1998 to 2001, net worth (wealth)—the differ-
whether family spending has been less, more, ofNc€ between families’ gross assets and their

about the same as its income over the past year. Thuabilities—rose strongly (table 3). Median wealth
the amounts by which a family’s expenditures dif- '0S€ 10.4 percent from 1998 to 2001 and 40.5 percent

fered from its income might have changed appre_from 1992 t_o 2001. The mean rose 28.7 percent i_n the
ciably but without necessarily altering the family’s Shorter period and 71.6 percent in the longer period.
- By age group, median and mean net worth show a
Second, the NIPA measure of saving relies on NUmP” pattern that generally peaks in the 55-64
definitions of income and consumption that may not29€ 9roup. This pattern reflects both life-cycle saving

be the same as those that respondents had in mifghavior and the lower expected total lifetime earn-

when answering the survey questions. For exampldndS Of progressively older age groups. The median

the NIPA measure of personal income includes payd"d mean values of wealth rise in tandem with

ments employers make to their employees’ definedi"COMe groups, a relationship reflecting both income
benefit pension plans but not the payments mag&arned fr_om assets and a h!gher likelihood of saving
from such plans to families, whereas the SCF mea@Mong higher-income families. Wealth and income

sure includes only the latter. The SCF measure als§NOW Similarly strong differentials across groups
includes realized capital gains, whereas the NlPAdeflned in terms of education, racial and ethnic back-

measure excludes capital gains of all forms, realize@ound, occupation, and housing tenure (own or rent).

and unrealized.
The SCF also collects information on families’ . ) ..
most important motivations for saving (table 72). Sensitivity of Estimates to the Value of Equities

Several patterns appear in the data. The fraction of

families reporting retirement-related reasons—the/diusting for the changes in the market valuation
of assets—particularly corporate equities—that came

NotE. See note to table 1.

7. Although families were asked to report their motives for saving
regardless of whether they were currently saving, some families——
reported only that they do not save. The analysis here is confined 8. Liquidity-related reasons include “emergencies,” the possibili-
to the first reason reported by families. ties of unemployment and health care costs, and having ready money.
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after the survey would considerably alter the esti-at the date of each interview to a value as of Octo-
mates of net worth discussed here. Although onéber 4, 2002 (a 29.4 percent reduction from the same
cannot know what the survey families did and experi-date in 2001). The adjustment reduces estimated
enced after the interview, one can examine the sensimedian net worth to $80,700—a 6.3 percent decline
tivity of the wealth estimates. We make the following relative to the value measured in the survey. The
assumptions to estimate a value of net worth for themean falls to $341,300—a 13.7 percent decline.
survey families that reflects the subsequent declinélotably, even these adjusted values are above their
in equity prices: The values of closely held busi- 1998 levels. Because a disproportionate share of
nesses behave like equity prices, all equities anequities and other business assets is held by rela-
business assets change in value like an average potively wealthy families, the adjustment affects them
folio of equities, no systematic portfolio rearrange- disproportionately; relative to the measured values,
ments occurred since the time of the survey, andvealth would fall 14.8 percent at the 95th per-
other assets held about steady in real terms. centile of the distribution of wealth, 11.9 percent

We use the Wilshire 5000 index to adjust theat the 90th percentile, and 7.8 percent at the
values of equities and businesses from those reportetbth percentile.

3. Family net worth, by selected characteristics of families, 1992, 1995, 1998, and 2001 surveys
Thousands of 2001 dollars

. 1992 1995 1998 2001
Family

characteristic 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
(3.1) (6.8) (2.2) (6.0) (3.0) (10.5) (2.8) (7.7)

Percentile of income
Lessthan 20................... . 4.9 40.7 6.9 51.3 6.3 52.0 7.9 52.6
20-39.9. ... . 34.4 79.4 38.7 91.3 36.1 104.7 37.2 114.3
40-59.9. ...t . 48.9 124.7 53.6 118.3 58.1 137.6 62.5 160.9
60-79.9..... .. . 93.2 174.0 87.8 186.4 122.2 223.4 141.5 292.1
80-89.9.... ... . 1425 278.9 148.1 297.4 205.2 354.0 263.1 456.5
90-100 .....coiii i . 450.0 1,188.0 410.2 1,255.9 492.4 1,684.0 833.6 2,258.2
Age of head (years)
Lessthan35................... . 11.4 56.2 13.9 49.9 9.9 69.5 11.6 90.7
3544 . 55.1 164.8 60.3 165.9 69.0 213.6 77.6 259.5
A5-54 . 96.8 331.7 107.5 342.4 114.8 394.1 132.0 485.6
5564 ... . 1411 418.0 133.2 442.3 139.2 579.3 181.5 727.0
65—T74 i L1217 354.6 128.0 402.9 159.5 507.9 176.3 673.8
750rMOre. . .veiiieaeann . 1075 264.0 107.5 298.5 136.7 338.3 151.4 465.9
Education of head
No high school diploma. .. 23.1 86.7 26.2 97.3 23.0 85.9 25.5 103.0
High school diploma 47.6 138.1 60.0 153.6 58.8 171.7 58.1 180.7
Some college. ...... 71.4 211.6 54.1 218.1 80.4 258.6 71.6 284.7
College degree ... 1215 420.0 120.7 444.6 159.3 574.6 213.3 793.7
Race or ethnicity of respondent
White non-Hispanic............ 86.2 274.8 88.5 289.8 103.4 363.9 120.9 482.9
Nonwhite or Hispanic.......... 14.8 95.8 18.3 89.1 17.9 109.9 17.1 115.3
Current work status of head
Working for someone else...... 48.5 151.1 56.6 158.1 57.5 182.9 65.0 225.3
Self-employed ................. . 1785 741.7 180.1 809.9 270.4 1,005.0 352.3 1,257.9
Retired ..., . 87.5 231.6 93.8 260.6 123.0 334.7 113.7 450.1
Other not working. . ............ 4.9 77.2 4.3 67.0 3.9 81.9 9.0 179.2
Region
Northeast...................... . 79.3 260.2 95.8 289.9 102.7 329.8 92.3 450.4
North Central .................. . 70.5 2141 75.8 229.7 87.4 270.8 104.5 339.4
South........oooiiiii . 42.7 173.9 50.9 2154 66.7 290.7 73.8 375.7
West ..o . 88.2 314.8 63.3 268.5 66.1 3555 87.6 439.8
Housing status
OWNEN ..ot . 1223 333.7 120.2 350.8 143.8 439.9 171.7 558.1
Renter orother................. . 4.0 47.8 5.6 50.5 4.6 47.3 4.8 55.0
Percentile of net worth
Lessthan 25................... . .6 -1.1 1.1 -2 5 -2.0 11 .0
25-49.9. . ... . 29.0 313 32.6 35.3 35.6 39.1 40.8 44.1
50-74.9.. ... . 108.4 111.9 109.8 115.1 131.1 139.9 156.1 165.7
75-89.9. . ... . 2521 269.8 255.7 275.7 335.8 349.8 430.2 449.4
90-100 ... .coviii . 8226 1,544.6 785.6 1,658.6 975.6 2,105.8 1,301.9 2,754.9

NotE. See note to table 1.
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Net Worth by Demographic Category of their relatively lower holdings of equities, which
appreciated strongly over the period.
Between 1998 and 2001, the median and mean values Across occupation groups, the self-employed
of net worth grew for most demographic groups.received the largest dollar gains in the wealth mea-
Among wealth groups, the median net worth of thesures over the 1998-2001 period; this result also
bottom quartile grew the most—120 percent—butholds over the 1992—2001 period. Over the three-year
from a 1998 base of only $500. For the other wealthperiod, the percentage growth in these measures was
groups, the median grew at progressively higher ratekighest for families headed by people who were
ranging from 14.6 percent for the second quartile toneither working nor retired; nonetheless, wealth for
33.4 percent for the highest decile. this group remained quite small.

Net worth increased for all income groups, but The median wealth of families living in the North-
particularly so for the top decile of the income distri- east declined somewhat during the three-year period.
bution, in which the median rose 69.3 percent and thé\t the same time, mean wealth in this region
mean rose 34.1 percent. Over the 1992—2001 periodincreased a bit faster than elsewhere. Over the nine-
median and mean wealth rose the most for the topyear period, the largest percentage growth for the
quintile; the increase in the mean in the top deciletypical family was seen in the South and the North
was especially large—90.1 percent. Central regions.

Among age groups between 1998 and 2001, By housing tenure, the growth of median and mean
median wealth rose the most—30.4 percent—for thenet worth was fastest for homeowners in both the
55-64 group, which had experienced slower growthithree-year and nine-year periods. These differences
between 1992 and 1998 than the other age groupsargely reflect higher incomes of homeowners and
Over the 1992-2001 period, median wealth grewgenerally rising real estate prices.
the most—more than 40 percent—for the two oldest
groups; the increase in the mean for these groups was
also the largest during both the post-1992 and postASSETS
1998 periods.

Across education groups, median net worth roseAfter having risen 9.1 percentage points over the six
only for families headed by persons with less than ayears from 1992 to 1998, the share of financial assets
high school diploma or equivalent (10.9 percent) andn families’ total assets rose 1.3 percentage points in
for those headed by a person with a college degrethe three years between 1998 and 2001 (table 4); the
(33.9 percent). Mean wealth rose for all educationslowdown reflects complex changes in ownership
groups, but it rose notably—38.1 percent—only forand holdings of more specific types of financial assets
the highest education group, which also gained dis{table 5)—particularly the growth in assets backed
proportionately during the 1992—-2001 period. by publicly traded equities (table 6). By definition,

The growth in net worth among nonwhite and the rise in the share of financial assets in total assets
Hispanic families was markedly slower than that ofis exactly offset by the decline in the share of non-
other families in the 1998—-2001 period. The medianfinancial assets (tables 7 and 8).
net worth of nonwhite and Hispanic families declined The percent of families having any type of asset
slightly, and the mean rose 4.9 percent; in contrastin 2001, 96.7 percent, was virtually unchanged from
the median net worth of other families rose 16.9 per-1998 (table 8); this leveling off follows a period of
cent and the mean rose 32.7 percent. The subgroup gfowth since at least 1992. Between 1998 and 2001,
African Americans families did better than the over-the median holding of those with assets increased
all minority group in the three-year period: Their 9.8 percent, about the same rate of growth seen since
median net worth rose 13.1 percent, from $16,800 td992. Across most of the demographic groups shown
$19,000; the mean rose 8.3 percent, from $69,500 tin table 8, percentage ownership of any type of asset
$75,700 (not shown in tables). was steady at or near 100 percent but declined by

The differences between all minority families and more than 1 percentage point for the families with
other families are even more striking for the 1992—incomes in the lowest 20 percent of the distribution,
2001 period: The median wealth of nonwhite andthose headed by persons younger than 35 or between
Hispanic families rose 15.5 percent and the mearthe ages of 65 and 74, and those headed by persons
rose 20.4 percent, while the median for other familiesvho were neither retired nor working. The median
increased 40.3 percent and the mean rose 75.7 pemolding of assets among families having any assets
cent. Some of the slower growth among nonwhiterose for nearly every group; exceptions were small
and Hispanic families appears to be a consequencdeclines for families with incomes in the 40th to
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60th percentiles of the distribution of income and money market mutual funds, and call accounts at
households headed by retired persons. brokerages. This ownership rate is oiypercentage
point higher than in the preceding survey, but it is
4.0 percentage points higher than the level in 1992.
Financial Assets Families that did not have transaction accounts in
2001 were disproportionately likely to have low
After showing declines in earlier surveys, the shareincomes, to be younger than 35, to be nonwhite or
of transaction accounts in total assets held aboultlispanic, to be headed by a person who was neither
steady between 1998 and 2001 (table 4). The shamorking nor retired, to be a renter, and to have
of another important type of deposit, certificates ofrelatively low levels of wealth (see box “Families
deposit, continued its longer-term pattern of declinewithout a Checking Account”); however, the rate of
The shares of formal retirement accounts and obwnership rose at least slightly for all of these groups
“other managed assets” both increased notably frombetween 1998 and 2001.
1998 to 2001. Median holdings of transaction accounts rose
Overall ownership of any financial asset rose only21.2 percent from 1998 to 2001. Across the demo-
slightly from 1998 to 2001 after showing steady graphic groups shown, median holdings rose or
increases in the past several surveys (table 5). Theere unchanged for almost every group. The rate
median holding increased 14.3 percent between thef increase was particularly pronounced for families
two most recent surveys, only a small part of theheaded by persons aged 55-74 and families in the
97.2 percent increase since 1992. Across demohighest income and wealth groups.
graphic groups, there were marked changes in owner- Certificates of deposit (CDs), interest-bearing
ship only for a few groups; ownership declined atdeposits with a set term, are traditionally viewed as
least 1 percentage point for families headed by pera low-risk saving vehicle, one often used by people
sons aged 65 to 74 and families headed by retiredvho desire a safe haven from the volatility of finan-
persons. Median holdings of financial assets went ugial markets. The fraction of families owning CDs
or were unchanged for most groups; the only notableontinued the slow increase observed since 1995;
decline was among households headed by retired edged up to 15.7 percent in 2001. Ownership rose
persons. most notably for families with incomes in the top
decile of the distribution and for families headed
by self-employed persons; ownership declined nota-
Transaction Accounts and Certificates of Deposit  bly for the pre-retirement, 55-64 age group. The
overall median value of CD holdings fell 8.0 per-
In 2001, 90.9 percent of families had some type ofcent over the 1998-2001 period, and the decline
transaction account—a category comprising checkwas shared by most demographic groups; notable
ing, savings, and money market deposit accountsgxceptions were the top decile of the income distri-
bution, families headed by persons younger than
35, nonwhite or Hispanic families, and families
4. Value of financial assets of all families, distributed hef"‘ded by persons who were neither working nor
by type of asset, 1992, 1995, 1998, and 2001 surveys 'efired.

Percent

Type oL oo 1992 | 1995 | 1998 | 2001 Savings Bonds and Other Bonds

Transaction accounts........ 17.5 13.9 11.4 115 . . . .
Certificates of deposit ........ 8.0 5.6 4.3 3.1 Savings bonds are owned disproportionately by fami-
Bandes LondS . 54 83 45 46 lies headed by persons between 35 and 64 years of
plocks funds (exciuding - 165 156 227 216 Qge, by fami_lies Wif[h incomes in the hi_ghest 40 per-
oloney TENSLANGS .| J¢ 21 g4 g2 centof the distribution, and by families in the top half
Cash value of life insurance .. 5.9 72 6.4 5.3 of the distribution of net worth. From 1998 to 2001,
Other managed assets ..., 5.4 39 86 198 the overall share of families owning savings bonds

Total ..o - 100 100 100 100 declined 2.6 percentage points, to 16.7 percent; from
Mago 1992_ to 2001_, it decline_d 5.6 percentage points. The

share of total assets .. ... 31.6 36.7 40.7 42.0 median holding fell slightly over the three-year

Note. For this and following tables, see text for definition of asset penOd’ to $1’000’ and that decline was shared by
categories. Also see note to table 1. most groups.
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Families without a Checking Account

Between 1998 and 2001, the proportion of families with  When attention is further restricted to families that once
any type of transaction account ro%e percentage point had a checking account (not shown in tables), some subgtan-
(table 5), and the share without a checking account felltively different patterns emerge. The proportion of sugch
the same amount, from 13.2 percent to 12.7 percent (nofamilies reporting that they do not like banks declined |to
shown in tables). The decline in the fraction of families 18.2 percent in 2001. This decline is offset by an increasg in
without a checking account follows a longer trend; in the proportion reporting that they could not manage a
1992, 16.6 percent of families lacked such an accéunt. checking account and an increase in the proportion giving
Among families without a checking account in 2001, more strictly “economic” reasons—12.8 percent said that
50.4 percent had held such an account in the past. Amongervice charges were too high, and 6.3 percent said that they
families without a checking account, 59.3 percent hadhad some sort of credit problem.
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 accountDiSt_ri.bUtion of re_aSOﬂS Cited. by reSpondentS for their
(table). The most commonly reported reason—given byfamllles’ not having a checking account, by reason,
28.6 percent of families—was that the family did not 1992 1995, 1998, and 2001 surveys
write enough checks to make account ownership worth-"®"¢®"t

while. Another 14.0 percent said that they did not have Reason 1992‘ 1995‘ 1994 2001
enough money to make account ownership worthwhile.
i i i i ith Do not write enough checks
And 22.6 _percent said that they did not like _deahng W|t_h o e o e 304 253 84 286
banks; this response showed the largest increase Ssina@inimum balance is too high . |. 8.7 8.8 8.6 6.5
_ ; Do not like dealing with banks |.  15.3 18.6 18.5 22.6
1998—4.1 percentage points. Service charges are too high..| 11.3 8.4 11.0 10.2
Cannot manage or balance
I ————— ) . a checking account. ... ... 6.5 8.0 7.2 6.6
1. For the definition of transaction account, see the main text. For aNo bank has convenient hours
discussion of the ways that lower-income families obtain checking and orlocation............... .8 1.2 1.2 4
credit services and the effects that developments in electronic transactiong0 not have enough money...| 21.2 20.0 12.9 14.0
may have on such families, see Jeanne M. Hogarth and Kevin H_gredlttprob(lje/ms A ool P -22 1-19 2-23 3-33
O’Donnell, “Banking Relationships of Lower-Income Families and the on(r) need/want an account 4. 19 35 31 21
Go_vernmental Trend toward Electronic PaymentS¢deral Reserve Bul- Total ... I " 100 100 100 100
letin, vol. 85 (July 1999), pp. 459-73.

Other types of bonds were held by only 3.0 percentPublicly Traded Stock
of families over the three-year peri@dAs measured
in the survey, the ownership rate had been declininghe direct ownership of publicly traded stocks is
steadily before then—it was 5.7 percent in 1989.more widespread than the direct ownership of bonds,
Ownership is notably more likely among families in but it is also concentrated among high-income and
the highest income and wealth groups. The mediamigh-wealth families. The fraction of families with
value of holdings fell 10.9 percent over the three-yearsuch stock holdings has been rising since 1995; it
period. But a steady rise in the mean (not shown irrose 2.1 percentage points over the most recent three-
tables) in the 1989-98 period of declining ownershipyear period, to 21.3 percent. Ownership went up for
rates suggests that these bonds remain an importaalmost every group; exceptions were families with
part of the financial assets of some relatively wealthyincomes in the 40th to 60th percentiles of the distribu-
families. tion and families headed by persons aged 45 to 54 or
65 to 74. Increases in ownership were most notable
for families at the top of the income and wealth
distributions, and they were spread roughly equally
over racial and ethnic groups.
Despite the decline of major stock price indexes in
9. Other bonds as reported in the survey are held directly and2001 to about the levels of 1998, the median value of

include corporate and mortgage-backed bonds; federal, state, angtock holdings increased 5.3 percent over that three-
local government bonds; and foreign bonds. In the survey, financial . .
assets held indirectly are those held in mutual funds, in retirememg/ear perIOd' Across demographlc groups, the changes

accounts, and in other managed assets. in medians were mixed. However, the median
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increased notably for families headed by personship is also more likely among families headed by
aged 55 and older and for families with net worth in persons less than 65 years of age. The older group is
the highest 10 percent of the distribution. The mediaress likely to have such accounts for several reasons.
increased substantially among families living in theFirst, even though retirement accounts have been in
Northeast (not shown in tables); the median grewexistence for about twenty years, they may not have
more slowly or declined in other areas. become common until relatively late in the careers of
people in the group. Second, once a person reaches
age 59>, funds in retirement accounts may be with-
Mutual Funds drawn without penalty, and some in the group may
) ~_ bhave done so. Third, families may have used funds
The pattern of ownership of mutual funds (which, in from retirement accounts accumulated from previous
this article, are those held directly and exclude mone¥mployment to purchase an annuity at retirement;
market funds) is very similar to that of stocks. In a gnnuities are treated in this article as a separate type
continuation of earlier trends, the fraction of families ¢ managed asset.
owning mutual funds rose 1.2 percentage points over From 1998 to 2001, the fraction of families with
the 1998-2001 period, to 17.7 percent. Over thiSetirement accounts rose 3.3 percentage points, to
period, the percent of families with stock funds andgs 2 percent. In 2001, 20.9 percent had only an
tax_able funds of_government-backed bonds roseemployer-provided account of the types included
while the ownership of tax-exempt bond funds, otherhere, 18 .4 percent had only an IRA or Keogh account,
bond funds, and combination funds fell. The rise ingng 12.9 percent had both (not shown in tables).
ownership of mutual funds of any type was spreadamong these three groups, growth was slowest for
across all income groups, but it was particularly steepne first group. Ownership of any type of retirement
|n.the highest decile. The patte.rns were somewhafccount was up in almost every demographic group.
mixed across other groups; the increases were large The median holding of tax-deferred retirement
for families headed by persons aged 55 and olderzssets rose1.1 percent over the recent three-year
The rate of ownership rose for white non-Hispanicperiod: although this rate is notably lower than the
families, and it fell for other families. nearly 33 percent rate of growth registered between
Between 1998 and 2001, the median value ofj995 and 1998, it is more in line with earlier trends.
mutual fund holdings for families with such funds |5 the 1998 to 2001 period, growth in the median
grew 28.7 percent, a somewhat faster pace than thgfas particularly marked for families with incomes in

over the preceding two surveys. The most notablghe highest 40 percent of the distribution and fami-
increases were for families with incomes in the high-jies with net worth in the highest quarter of that

est decile, families headed by self-employed workersgistribution.

homeowners, and families with wealth in the lowest Egmilies may accumulate a variety of assets and
quartile or the highest decile. Median holdings alsojh,come entitiements to support their retirement. As
grew substantially for nonwhite or Hispanic families noted earlier, the most common set of reasons survey
but from a much lower base than was the case fofespondents gave for saving was retirement related.
other families. 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.

Ownership of tax-deferred retirement accounts At least two common types of retirement plan

) . . are not included in the assets described in this sec-
increases with both income and net worrOwner- o . )
tion: social security (the federally funded Old-Age

- and Survivors’ Insurance program, or OASI) and
10. The tax-deferred retirement accounts consist of IRAs, Keoghemployer-sponsored defined-benefit plans. OASI is

accounts, and certain employer-sponsored accounts. Employer- . .
sponsored accounts include 401(k), 403(b), and thrift saving account&ve” described elsewhere, and it covers the great

from current or past jobs; other current job plans from which loans majority of the populatioi! The retirement income
or withdrawals can be made; and accounts from past jobs from Whicgprovided by defined-benefit plans is typically based
the family expects to receive the account balance in the future. Thi
definition of employer-sponsored plans is intended to confine the
analysis to amounts that are portable across jobs and to which familiepractice, individuals’ choices for investment are often restricted to a
will ultimately have full access. narrower set offered by their employers.

IRAs and Keoghs may be invested in virtually any asset, including 11. For a detailed description of OASI, see Social Security Admin-
stocks, bonds, mutual funds, options, and real estate. In principleistration, “Online Social Security Handbook,” Publication 65-008,
employer-sponsored plans may be similarly broadly invested; inwww.ssa.gov/OP_Home/handbook/ssa-hbk.htm.

Retirement Accounts
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5. Family holdings of financial assets, by selected characteristics of families and type of asset, 1998 and 2001 surveys
A. 1998 Survey of Consumer Finances

! Trans- | Certifi- ; Retire- ; Other Any
cha';ggg);isti c action | cates of Ski;/r:r&gss Bonds Stocks '\{llhjrt]lézl ment inslﬁlIgnce managed Other | financial
accounts| deposit accounts assets asset
Percentage of families holding asset
All families .................... . 905 153 19.3 3.0 19.2 16.5 48.9 29.6 5.9 9.4 929
Percentile of income
Lessthan 20................... . 685 12.1 4.9 * 3.7 3.2 9.4 16.6 3.0 8.3 75.6
20-39.9. ... . 903 15.6 12.2 * 9.7 8.7 30.9 222 4.5 8.0 93.0
40-59.9.. ... . 951 15.4 19.6 2.7 17.9 13.8 53.5 27.7 4.0 10.5 97.1
60-79.9..... .. . 98.8 15.2 25.8 29 215 20.2 69.2 34.7 7.1 9.9 99.1
80-89.9...... .. . 99.6 17.9 35.4 3.2 32.7 28.8 75.3 44.3 7.2 8.7 99.8
90-100 ... oo . 99.7 18.5 329 10.8 53.6 44.3 87.5 49.0 14.9 115 100.0
Age of head (years)
Lessthan 35................... . 846 6.2 17.2 1.0 13.1 12.2 39.8 18.0 1.9 10.1 88.6
35-44 .. . 905 9.4 24.9 15 18.9 16.0 59.6 29.0 3.9 11.8 93.3
45-54 ... . 935 11.8 21.8 2.8 22.6 23.0 59.2 32.9 6.5 9.1 94.9
55-64 ... 93.9 18.6 18.1 3.5 25.0 15.2 58.4 35.8 6.5 8.4 95.6
65-74 ... 94.1 29.9 16.1 7.2 21.1 18.0 46.1 39.1 11.8 7.3 95.6
750rmore.......ccovvevvnnnn.. 89.7 35.9 12.0 59 18.0 15.1 16.7 32.6 11.6 6.4 92.1
Race or ethnicity of respondent
White non-Hispanic............ 94.7 17.9 22.2 3.7 22.1 18.8 53.7 32.1 7.1 9.7 96.3
Nonwhite or Hispanic.......... 75.8 6.4 9.2 4 9.1 8.4 32.1 20.8 17 8.3 81.2
Current work status of head
Working for someone else. ..... 92.7 11.1 21.8 1.9 19.5 16.6 58.9 275 4.2 9.4 94.8
Self-employed ................. . 95.4 11.7 20.2 5.4 26.5 24.8 53.5 39.5 8.7 14.1 96.9
Retired ..............cooiian, . 87.2 28.8 14.4 5.1 17.1 14.8 28.8 32.4 9.9 6.8 90.3
Other not working. ............. 69.1 7.6 11.8 * 8.8 4.8 17.5 17.6 * 10.9 75.2
Housing status
(@1 1= . 96.2 18.9 23.3 3.8 24.9 21.0 58.4 36.9 7.7 8.7 97.5
Renter or other................. . 79.2 8.3 115 1.3 8.0 7.5 30.2 15.2 24 10.8 84.1
Percentile of net worth
Lessthan 25................... . 721 3.0 7.0 3.2 2.1 18.5 10.7 * 7.9 78.0
25-49.9. . ... i . 914 9.8 16.3 * 9.4 8.7 443 23.8 24 10.0 94.8
50-74.9.. ... . 985 19.6 24.1 2.2 18.8 15.3 56.4 35.6 59 8.2 99.1
75-89.9.. ... . 99.7 30.2 27.8 3.4 36.4 35.5 72.0 455 10.2 10.2 99.9
90-100 .....ciiii . 100.0 26.8 33.2 16.9 58.7 46.4 83.0 52.2 22.1 13.1 100.0
Median value of holdings for families holding asset (thousands of 2001 dollars)

All families .................... . 33 16.3 11 48.8 19.0 272 26.1 7.9 343 33 245
Percentile of income
Lessthan 20................... . .8 10.9 1.4 * 16.3 21.8 6.5 4.4 17.4 7 2.0
20-39.9.. ... . 16 21.8 1.1 * 10.9 27.2 9.8 5.4 27.8 1.4 7.1
40-59.9.. ... . 25 15.2 5 23.0 8.2 10.9 13.1 4.6 255 2.7 17.6
60-79.9. ... .47 15.8 8 20.6 16.3 19.6 22.9 8.2 32.9 5.4 39.8
80-89.9...... .. . 82 17.4 1.5 20.7 19.6 21.8 47.1 10.9 27.2 6.2 87.6
90-100 .....coiii . 19.6 21.8 1.1 117.6 54.4 65.3 98.0 19.6 98.0 27.2 2411
Age of head (years)
Lessthan 35................... X 1.6 2.7 5 3.3 5.4 7.6 7.6 29 21.2 1.1 5.0
35-44 .. 3.1 8.7 .8 60.2 13.1 15.2 22.3 9.3 27.2 2.7 24.9
45-54 ... 4.9 125 1.1 345 26.1 32.7 37.0 10.9 42.8 6.5 41.1
55-64 ... 4.4 185 1.6 108.8 22.9 63.1 50.9 10.3 70.8 10.9 49.6
6574 ... .. 6.1 21.8 2.2 56.6 54.4 65.3 41.4 9.3 45.0 6.5 49.9
750rmore.......ccoovevvnnnn.. 6.7 32.7 54 20.5 54.4 64.2 32.7 5.4 32.7 8.9 39.9
Race or ethnicity of respondent
White non-Hispanic............ 4.0 18.5 1.1 50.1 21.8 31.6 28.3 8.2 34.8 4.4 32.7
Nonwhite or Hispanic.......... 1.6 6.8 8 15.4 9.8 10.9 14.2 54 25.1 1.1 7.1
Current work status of head
Working for someone else...... 2.9 9.8 7 16.3 10.9 17.4 21.8 7.6 32.7 2.0 20.8
Self-employed ................. . 6.9 23.9 1.0 163.3 56.6 435 53.9 125 42.8 7.6 49.0
Retired ..., . 54 26.1 2.7 54.4 54.4 59.9 33.7 6.5 34.8 7.6 35.7
Other not working. ............. 11 10.9 9 * 12.0 19.0 16.3 5.4 * 5 2.7
Housing status
(@1 1= . 54 19.6 1.1 45.2 21.8 32.7 32.7 8.7 34.8 54 449
Renter or other................ s 1.2 10.9 7 54.4 8.7 13.1 8.5 54 25.1 1.1 3.8
Percentile of net worth
Less than 25, 7 1.6 A4 * .8 1.6 2.3 1.3 * 5 11
25-49.9.. ... 1.9 6.7 5 * 3.3 6.5 9.0 5.4 10.9 2.0 114
50-74.9. ...t 5.2 16.3 1.1 10.9 8.7 15.2 30.5 7.6 21.8 6.5 46.8
75-89.9..... . i 11.4 27.2 2.2 27.2 28.6 38.4 64.8 10.9 25.5 7.6 157.2
90-100 .....coiiii 25.0 47.9 2.2 108.8 92.5 116.5 136.1 21.8 130.6 21.8 500.1
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5.—Continued
B. 2001 Survey of Consumer Finances
! Trans- | Certifi- ; Retire- ; Other Any
cha';ggg);isti c action | cates of Ski;/r:r&gss Bonds Stocks '\{llhjrt]lézl ment inslﬁlIgnce managed Other | financial
accounts| deposit accounts assets asset
Percentage of families holding asset
All families .................... . 909 15.7 16.7 3.0 213 17.7 52.2 28.0 6.6 9.3 93.1
Percentile of income
Lessthan 20................... . 70.9 10.0 3.8 * 3.8 3.6 13.2 13.8 2.2 6.2 74.8
20-39.9. ... . 894 14.7 11.0 * 11.2 9.5 33.3 24.7 3.3 9.9 93.0
40-59.9.. ... . 96.1 17.4 14.1 1.5 16.4 15.7 52.8 25.6 54 9.9 98.3
60-79.9..... .. . 98.8 16.0 24.4 3.7 26.2 20.6 75.7 35.7 8.5 9.0 99.6
80-89.9...... .. . 99.7 18.3 30.3 3.9 37.0 29.0 83.7 38.6 10.7 10.8 99.8
90-100 ... oo . 99.2 22.0 29.7 12.7 60.6 48.8 88.3 41.8 16.7 12.5 99.7
Age of head (years)
Lessthan35................... . 86.0 6.3 12.7 * 17.4 115 45.1 15.0 2.1 10.4 89.2
3544 . 90.7 9.8 22.6 2.1 21.6 175 61.4 27.0 3.1 9.5 93.3
A5-54 . 922 15.2 21.0 2.8 22.0 20.2 63.4 31.1 6.4 8.5 94.4
5564 .. 93.6 14.4 14.3 6.1 26.7 21.3 59.1 35.7 13.0 10.6 94.8
65-74 ... 93.8 29.7 11.3 3.9 20.5 19.9 44.0 36.7 11.8 8.5 94.6
750rmore.......ccovvevvnnnn.. 93.7 36.5 12.5 5.7 21.8 19.5 25.7 33.3 11.2 7.3 95.1
Race or ethnicity of respondent
White non-Hispanic............ 94.9 18.5 19.4 3.8 24.5 20.9 56.9 29.8 8.2 9.2 96.5
Nonwhite or Hispanic.......... 78.2 6.7 7.8 4 11.0 7.2 37.3 22.3 1.8 9.7 82.4
Current work status of head
Working for someone else. ..... 92.4 11.3 19.4 2.0 20.9 17.3 61.5 27.4 5.3 9.4 94.7
Self-employed ................. . 95.2 18.7 16.6 6.1 29.8 22.9 58.9 34.6 6.9 12.4 97.4
Retired ..............cooiian, . 88.9 27.0 114 4.5 19.7 17.3 29.1 29.1 10.4 7.9 90.8
Other not working. ............. 70.5 8.3 7.5 * 13.2 10.8 27.3 12.8 5.6 6.5 72.9
Housing status
(@1 1= . 96.5 20.0 21.2 4.0 27.0 22.7 62.6 34.5 8.9 8.8 97.7
Renter orother................ . 793 6.7 7.2 7 9.3 7.1 30.4 14.3 2.0 10.4 83.5
Percentile of net worth
Lessthan 25................... . 724 1.8 4.3 5.0 25 18.9 6.9 * 7.9 77.2
25-49.9. ... . 936 8.8 12.8 * 9.5 7.2 45.3 26.0 1.3 8.6 96.5
50-74.9.. ... . 98.2 23.2 235 * 20.3 17.5 63.2 34.5 6.2 8.7 98.9
75-89.9.. ... . 99.6 30.1 25.9 53 41.2 35.9 77.6 41.7 13.9 9.4 99.8
90-100 .....ciiii . 99.6 26.9 26.3 18.4 64.3 54.8 87.4 48.6 26.4 16.1 100.0
Median value of holdings for families holding asset (thousands of 2001 dollars)
All families .................... . 4.0 15.0 1.0 435 20.0 35.0 29.0 10.0 70.0 4.0 28.0
Percentile of income
Lessthan 20................... . 9 10.0 1.0 * 7.5 21.0 45 3.6 24.2 1.7 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. ... .29 13.0 5 10.0 7.0 24.0 13.6 7.0 70.0 3.0 17.1
60-79.9. .. ... . 53 15.0 1.0 40.0 17.0 30.0 30.0 12.0 60.0 3.0 55.5
80-89.9...... .. . 95 13.0 1.0 50.0 20.0 28.0 55.0 10.0 70.0 7.0 97.1
90-100 .....coiii . 26.0 25.0 2.0 88.7 50.0 87.5 130.0 24.0 112.0 15.0 364.0
Age of head (years)
Lessthan 35................... X 1.8 4.0 3 * 57 9.0 6.6 10.0 40.0 1.3 6.3
3544 34 6.0 1.0 13.6 15.0 17.5 28.5 9.0 50.0 2.0 26.9
A5-54 4.6 12.0 1.0 60.0 15.0 38.5 48.0 11.0 60.0 5.0 45.7
5564 ... 55 19.0 25 60.0 37.5 60.0 55.0 10.0 55.0 10.0 56.6
65—T74 8.0 20.0 2.0 71.4 85.0 70.0 60.0 8.8 120.0 8.0 51.4
750r MOr€. ..o veiiieanann 7.3 25.0 3.0 35.0 60.0 70.0 46.0 7.0 100.0 175 40.0
Race or ethnicity of respondent
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 7.6 8.0 17.5 10.0 8.1 45.0 1.7 7.2
Current work status of head
Working for someone else...... 3.2 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 ..., . 50 25.0 4.0 50.1 60.0 70.0 54.0 9.0 100.0 10.0 32.5
Other not working. ............. 1.9 40.0 .3 * 8.0 40.0 20.0 10.0 39.0 2.0 6.2
Housing status
(@1 1= . 58 15.0 1.2 50.0 22.0 40.0 38.2 10.0 70.0 6.0 50.5
Renter or other................ s 1.2 10.0 4 29.6 6.3 10.0 6.8 7.5 40.0 2.0 3.9
Percentile of net worth
Less than 25, . 7 15 2 * 1.3 2.0 2.0 1.8 * 1.0 1.3
25-49.9. ... .22 5.0 .5 * 3.2 5.0 7.5 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 4.5 53.1
75-89.9..... . i . 137 20.0 2.0 20.0 25.6 37.5 76.5 12.0 70.0 10.0 201.7
90-100 .....coiiii . 36.0 40.0 2.0 90.0 122.0 140.0 190.0 30.0 200.0 30.0 707.4

Note. See note to table 1. *Ten or fewer observations.
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on workers’ salaries and years of work with anin the lowest 20 percent of the distribution, 46.4 per-

employer, a group of employers, or a union. Unfortu-cent who were eligible declined to participate; in

nately, income streams from OASI and defined-contrast, among heads of families with incomes in
benefit plans cannot be translated directly into ahe highest 10 percent of the distribution, only

current value because valuation depends critically 0ri5.3 percent of eligible workers declined to partici-

assumptions about future events and conditions—pate. Among family heads who were eligible but

work decisions, earnings, inflation rates, discountchose not to participate, 32.9 percent were covered
rates, mortality, and so on—and no widely agreed-by a defined-benefit plan, a level down from 35.8 per-
upon standards exist for making these assumpti®ns. cent in 1998.

However, the SCF does contain substantial infor-
mation (not shown in tables) for family heads and
their working spouses or partners regarding theCash Value Life Insurance
defined-benefit and account-type plans to which fami-
lies have rights; the survey also collects data orCash value life insurance combines an investment
benefits that are being received or will be received. Irvehicle with insurance coverage in the form of a
2001, 57.1 percent of families had rights to some typedeath benefit3 Some cash value policies offer a high
of plan other than OASI through current or past work,degree of choice in the way the policy payments are
a level virtually the same as in 1998. Of such familiesinvested. Investment returns on cash value life insur-
in 2001, 43.5 percent had only an account-type planance are typically shielded from taxation until the
35.3 percent had only a defined-benefit plan, andnoney is withdrawn; if the funds remain untapped
21.1 percent had both. Comparable data are not availintil the policyholder dies, the beneficiary of the
able for all types of pensions in 1998. However, whenpolicy may receive, tax-free, the death benefit or the
attention is restricted to plans offered through thecash value, whichever is greater. In contrast, term
current job of the family head or that person’s spouséansurance, the other popular life insurance type, offers
or partner, the distribution of plan types is about theonly a death benefit. One attraction of cash value
same in 1998 and 2001; this result stands in contragtolicies for some people is the fact that it promotes
to evidence from earlier surveys that shows a continuregular saving funded through the required policy
ing shift toward account-type plans. premium.

In many account-type pension plans, contributions Ownership of cash value policies is widespread,
may be made by the employer, the worker, or both. Inwith a tendency toward higher levels among families
some cases these contributions represent a substantveith higher levels of income and wealth. From 1998
amount of saving, though workers may offset thisto 2001, ownership of such policies declined 1.6 per-
saving by reducing their saving in other forms. cent, to 28.0 percent, a movement that continues an
Employer’'s contributions also represent additionalearlier trend of falling ownership. Decreases were
income for the worker. In 2001, 86.0 percent of broadly spread over demographic groups. The decline
families with account-type plans on a current job hadin ownership of cash value policies appears to reflect,
employers who made contributions to the plan, andn part, a decline in ownership of any type of life
87.0 percent of families with such plans made contri-insurance.
butions themselves. Over the three-year period, ownership of any type

The eligibility of working family heads to partici- of life insurance for anyone in the family dropped
pate in some type of job-related pension rose fronfrom 72.0 percent of families to 69.3 percent (not
55.0 percent in 1998 to 57.1 percent 2001. Participashown in tables). Among those with policies, term
tion by eligible workers is usually voluntary. In 2001, insurance has become relatively more popular, per-
26.2 percent of family heads who were eligible to haps because it offers higher levels of death benefits
participate failed to do so, up from 23.2 percent infor a given premium and is widely available as an
1998. The choice to participate appears to be relatedmployer-provided benefit; moreover, cash value
strongly to income. Of heads of families with income insurance is competing with an expanding set of

alternatives for investment.
me possible calculation of net worth that includes the The median holdings of cash -Value insurance for
annu.ity value of defined-benefit pension benefits and OASI paymentsf,amllles that had any has been rising over the 1992—

see Arthur B. Kennickell and Annika E. Sumde'Pensions, Social 2001 period. It rose 26.6 percent over the most recent
Security, and the Distribution of Wealth,” Finance and Economics

Discussion Series 1997-55 (Board of Governors of the Federab—————

Reserve System, October 1997). Papers in this series from 1996 to 13. The survey measures the value of such policies according to
date are available at www.federalreserve.gov/pubs/feds. their current cash value, not their death benefit.
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three-year period, during which gains were spreadoldings for those who had such assets rose 21.2 per-
across most groups. The broad increase in typicatent, to $4,000.
holdings suggests that the decline in ownership Some publicly traded companies offer stock
removed families with relatively small holdings. A options to their employees as a form of compensa-
possible explanation of the rise in ownership and use¢ion.4 Although stock options, when executed, may
among families in the oldest age group may be theepresent an appreciable part of a family’s net worth,
more intensive use of such policies for estate planthe survey does not specifically ask for the value of
ning; as for the increase among the younger familiesthese options?® Instead, the survey asks whether the
they may regard such contractually determined savfamily head or that person’s spouse or partner had
ing as a convenient way to start a saving plan. been given stock options by an employer during the
preceding yea¥® In 2001, 11.4 percent of families
reported having received stock options, a share virtu-
Other Managed Assets ally the same as in 1998 (not shown in tables).

Ownership of other managed assets—personal annu-

ities and trusts with an equity interest and managedirect and Indirect Holdings

investment accounts—is concentrated among famief Publicly Traded Stocks

lies with higher levels of income and wealth and

among families headed by persons aged 55 and oldefamilies may hold stocks in publicly traded compa-

From 1998 to 2001, overall ownership of these assetsies directly or indirectly, and information about each

rose 0.7 percentage point. Among the componendf these forms of ownership is collected separately

assets, a small decline in ownership of annuities waf the SCF. When direct and indirect forms are com-

offset by increases for trusts and managed investmeitined, the data show considerable growth in stock

accounts (not shown in tables). Ownership increasedwnership from 1992 (table 6). In 2001, 51.9 percent

markedly among families with incomes in the highestof families held stock in some form, a level 3 percent-

20 percent of the distribution and with net worth in age points above that in 1998. Ownership rates tend

the top quarter of the distribution. to be highest among families with higher incomes
Between 1998 and 2001, the median value of suctand families headed by persons aged 35 to 64. Over

managed assets more than doubled to $70,000, tae most recent three-year period, ownership rates

move paralleling the increase noted earlier in therose for almost all the groups shown.

share of other managed assets in total financial assets.The median value of direct and indirect stock hold-

At the same time, holdings increased for almost allings for those who had stock rose from $27,200 in

demographic groups, and some of the proportionall998 to $34,300 in 2001, a 26.1 percent gain that was

increases were large. Although these assets are nepread over most of the demographic groups. The

broadly held, close examination of the data indicatesnedian more than doubled for the groups of families

that the increases are not driven by outliers; rathetheaded by persons aged 65 and more. At the same

the distribution of holdings appears to have simplytime, the ratio of the value of all families’ stocks to

risen overall. In terms of the underlying components,the value of all families’ financial assets rose 2.1 per-

overall holdings of managed investment accountentage points.

increased more rapidly than holdings of trusts, which

in turn increased more rapidly than annuities (not

shown in tables).

14. See David Lebow, Louise Sheiner, Larry Slifman, and Martha
. . Starr-McCluer, “Recent Trends in Compensation Practices,” Finance
Other Financial Assets and Economics Discussion Series 1999-32 (Board of Governors of the
Federal Reserve System, July 1999).
. . 15. Because such options are typically not publicly traded or their

FOI‘ Ot_her f'_nanC|aI assets—a heterogeneous CategoE‘Xecution is otherwise constrained, their value is uncertain until the
including oil and gas leases, futures contracts, royalexercise date; until then, meaningful valuation would require complex
ties, proceeds from lawsuits or estates in settlemengssumptions about future movements in stock prices.

d I de t th hi b 16. In theory, families in the survey might have had a good idea
an oans made 10 others—ownersnip was a OLGf the value of options they had received from their employers and

unchanged in the three—year period. Ownership Ofncluded that value in their reports of miscellaneous assets. However,
such assets tends to be more common among high#&ythe 2001 survey, only one family reported receiving options from

. . . an employer and reported options as a miscellaneous asset, and in that
income and wealth groups. Changes n OwnerShlﬁase the two sets of options may not have been the same; no family

across demographic groups were mixed, but mediamade such a report in the 1998 survey.
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6. Direct and indirect family holdings of stock, by selected characteristics of families, 1992, 1995, 1998, and 2001 surveys
Percent except as noted

Families having stock holdings, Medianv\\,'%uﬁo?g?ﬁng families Stock holdings as share of
Family direct or indirect (thousands of 2081 dollars) group’s financial assets
characteristic
1992 | 1995 ‘ 1998 ‘ 2001 1992‘ 199# 1992#3 2001 1942 19’95 1498 2001
All families ............ 36.7 40.4 489 51.9 13.0 16.9 27.2 343 33.7 39.9 53.9 56.0
Percentile of income
Less than 20........... 7.3 6.5 10.0 12.4 9.9 4.3 5.4 7.0 14.3 14.2 20.4 36.9
20-39.91 .............. 20.2 24.7 30.8 33.5 4.9 7.3 10.9 7.5 16.7 26.7 29.7 34.9
40-59.9.. ... 33.6 41.5 50.2 52.1 6.2 7.2 13.1 15.0 20.5 28.4 37.9 46.4
60-79.9................ 51.1 54.3 69.3 75.7 10.1 14.6 20.4 28.5 27.9 35.6 45.7 51.7
80-89.9................ 65.7 69.7 77.9 82.0 17.3 28.9 49.0 64.6 323 41.3 50.4 57.4
90-100 .........vvnnnn 77.0 80.0 90.4 89.6 58.8 69.3 146.5 247.7 40.5 454 62.5 60.4
Age of head (years)
Lessthan 35........... 28.4 36.6 40.8 48.9 43 5.9 7.6 7.0 24.8 27.2 44.8 52.6
35-44 ... . 424 46.4 56.7 59.5 9.3 11.6 21.8 275 31.0 39.5 54.6 57.3
A5-54 ...l . 464 48.9 58.6 59.2 18.6 30.0 41.4 50.0 40.8 42.6 55.7 59.1
55-64 ... . 453 40.0 55.9 57.1 30.9 35.8 51.2 81.2 37.3 44.2 58.4 56.1
65-74 ... . 30.2 34.4 42.7 39.2 19.8 39.3 61.0 150.0 31.6 35.8 51.3 55.1
750rmore............. 25.7 27.9 29.4 34.2 30.9 23.1 65.3 120.0 25.5 39.8 48.7 51.4
Housing status
OWNer........oovvn . 457 48.8 59.8 62.0 16.1 20.8 37.0 50.0 34.5 40.9 55.1 56.6
Renter or other......... 20.9 25.0 275 30.7 5.7 7.4 8.1 7.0 27.1 324 40.5 46.3
NotE. See note to table 1.
1. Indirect holdings are those in mutual funds, retirement accounts, and other managed assets.
Nonfinancial Assets ship rate is well over 90 percent for many groups.

The proportion of families with nonfinancial

The value of nonfinancial assets as a proportion of thassets in 2001 was 0.8 percent higher than in 1998.
value of the total assets of all families fell from By demographic group, increases in ownership were
59.3 percent in 1998 to 58.0 percent in 2001more common than decreases, and the decreases
(table 7). Primary residences retained their earliewere 1 percentage point or less. The median hold-
relative importance, while equity in nonresidential ing for those with such assets rose 6.4 percent,
real estate and business equity moved up in relativand the median also rose for all demographic
importance. The shares of motor vehicles, other resigroups except for families headed by retired persons.
dential property, and the residual “other” category Gains were most notable for families in the highest
declined. income and net worth groups, white non-Hispanic

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

Vehicles continue to be the most commonly held
nonfinancial asséf. 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

7. Value of nonfinancial assets of all families, distributed
by type of asset, 1992, 1995, 1998, and 2001 surveys

Percent

Type of nonfinancial asset 199# 199% 199F 2001 is still about¥2 percentage point below the 1992
Vehicles ..................... . 57 7.1 6.5 5.9 level. The decline since 1992 reflects, in part, a
Primary residence........... 470 475 470 468 substitution of other modes of ownership (not shown
Other residential property. . ... 8.5 8.0 8.5 8.1 . . .

Equity in nonresidential in tables): The use of leased vehicles rose from
Busihosa equiy. 1 263 212 285 283 2.9 percentto 5.8 percentin the nine-year period, and
Other ...ovvvereiiiaiaiinens . 16 2.3 1.8 1.6 i i
T 108 105 106 106 the personal use of vehicles provided by employers
MEemo ) -
Nonf'sﬁzcg'%lf?gfaﬁtzsasié _____ 68.4 63.3 59.3 58.0 17. The definition of vehicles here is a broad one that includes cars,
vans, sport utility vehicles, trucks, motor homes, recreational vehicles,

Note. See note to table 1. motorcycles, boats, airplanes, and helicopters.



Recent Changes in U.S. Family Finances: Evidence from the 1998 and 2001 Survey of Consumer Fidances

rose from 3.8 percent to 9.1 percent. The share oémployed persons; by age group, ownership rises to
families that had at least one vehicle for personal us@a peak in the 55-t0-64 group and then declines.
(whether owned or not) increased to 87.8 percent irAlthough the median value of such property rose
2001 after holding steady near 87 percent from 1992.3.0 percent in the three-year period, changes by
to 1998. demographic group show a mixed pattern of gains
The median market value of vehicles for those whoand losses, some of them substantial.
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 percenfNet Equity in Nonresidential Real Estate
rise—from 10.6 percent to 15.2 percent—in the frac-
tion of total vehicle value attributable to sport utility The ownership of nonresidential real estate edged
vehicles, which are generally more expensive thardown from 8.6 percent of families in 1998 to 8.3 per-
standard automobiles (not shown in tables). 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
Primary Residence 1998 and 2001, ownership went down for most
and Other Residential Real Estate groups. At the same time, the overall median holding
for those with such real estate increased 18.4 percent.
From 1998 to 2001, the proportion of families own- Holdings rose for most income and age groups—
ing a principal residence rose 1.5 percentage pointsometimes by a large amount—but by wealth group
to 67.7 percent; the increase continued earliethe only notable increase was in the highest 10 per-
trends'® For 2001, the homeownership rate wascent of the distribution.
below average for nonwhite or Hispanic families and
family groups with relatively low incomes, headed
by persons who were neither retired nor self-Net Equity in Privately Held Businesses
employed, with relatively low wealth, and headed by
persons aged less than 35. Increases in ownership 2001, 11.8 percent of families owned privately
during the period were widespread. However, of theheld business interests, a proportion that has changed
groups with below-average ownership, the ownershigittle since the redesign of the SCF in 1983wner-
rate rose by more than the overall rate of increasehip is most common among families with higher
only among the two lowest income groups and thelevels of income and wealth and among families
group of families headed by persons who were neiheaded by persons aged between 45 and 74. By
ther working nor retired; others of these groups sawdemographic group, declines in ownership from 1998
very small increases or actual declines in ownership.to 2001 were more common than increases, and even
Over the three-year period, the overall medianthe proportion of the self-employed group that also
home value rose 12.1 percent, to $122,000. Only twa@wned a business declinétAt the same time, own-
groups of homeowners saw the median value of theiership among two groups increased notably: families
residences fall over the period: families with incomeswith incomes in the highest 10 percent of the distribu-
in the second quintile of the distribution and non-tion and those with net worth in the 75th through
white or Hispanic families. The small decline for 90th percentiles of the distribution.
nonwhite or Hispanic families did not offset the
larger-than-average gains for this group seen in the—
previous surveys since 1992. 19. Nonresidential real estate comprises t_he fc')IIowing types of
In 2001, 1.3 percent of families owned some form?roPer iiess hey re ouned hrough busiess: commercilprop:
of residential real estate besides a primary residenc@nd, and all other types of nonresidential real estate.
(second homes, time shares, one- to four_fam”y_ 2_0. The forms_of business in this category_are sole proprietorships,
rental properties, and other types of residential proplmied Peses, oher ypes o parnersips, subchapter © coro-
erty), down from 12.8 percent in 1998. Ownership iSlimited liability companies, and other types of private businesses. If
much more common among the highest income andhe family surveyed lived on a farm or ranch that was used at least in

o part for agricultural business, the value of that part net of the corre-
wealth groups and among families headed by sehc'sponding share of associated debts was included with other business

_ assets; these allocations of debts to farming and ranching businesses
18. This measure of principal residences comprises mobile homesepresent change in definition from that used in the January 2000

and their sites, the part of farms and ranches not used for the farmFederal Reserve Bulletiarticle on the 1998 SCF.

ing or ranching business, condominiums, cooperatives, townhouses, 21. In the survey, self-employment status and business ownership

detached single-family homes, and other permanent dwellings. are independently determined.
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8. Family holdings of nonfinancial assets and of any asset, by selected characteristics of families and type of asset, 1998 and

2001 surveys

A. 1998 Survey of Consumer Finances

" : Other Equity in : Any
Family Vehicles Primary residential | nonresidential Business Other nonfinancial Any
characteristic residence property property equity asset asset
Percentage of families holding asset
All families .................... . 82.8 66.2 12.8 86 11.5 85 89.9 96.8
Percentile of income
Lessthan 20................... . 58.7 38.8 19 2.1 3.8 2.3 68.7 87.1
20-39.9. ... . 81.9 55.3 6.8 6.1 5.7 7.4 89.5 98.1
40-59.9....... . 89.2 67.3 11.8 7.7 9.0 8.9 95.4 99.2
60-79.9. ... . 93.0 79.1 17.0 9.5 13.9 10.5 97.3 99.8
80-89.9... ...t . 92.8 88.2 17.7 14.1 18.8 9.4 98.5 100.0
90-100 ... ..cviiiiiiiai . 90.0 93.1 35.5 211 31.0 17.0 99.0 100.0
Age of head (years)
Lessthan 35................... . 78.3 38.9 3.5 2.7 7.2 7.3 83.3 94.8
3544 85.8 67.1 12.2 7.5 14.7 8.8 92.1 97.6
A5-54 . 87.5 74.4 16.2 12.2 16.2 9.2 92.9 96.7
5564 ... 88.7 80.3 20.4 10.4 143 8.5 93.8 98.2
65-74 ... 83.4 81.5 18.4 15.3 10.1 10.3 92.0 98.5
750rmore.........oovevviunnnns 69.8 77.0 13.6 8.1 2.7 7.0 87.2 96.4
Race or ethnicity of respondent
White non-Hispanic............ 87.3 71.8 14.1 9.4 13.2 10.0 93.8 98.8
Nonwhite or Hispanic.......... 67.2 46.8 8.4 5.8 5.4 3.1 76.4 89.9
Current work status of head
Working for someone else.... .. 87.6 63.5 10.6 6.7 5.5 8.8 92.4 98.2
Self-employed . 89.5 81.3 25.3 17.7 63.4 13.3 98.1 99.2
Retired ...............col . 73.3 72.4 14.3 10.1 3.6 6.4 85.2 94.7
Other not working.............. 58.5 35.8 45 3.6 3.7 34 66.3 85.7
Housing status
OWNer ... . 90.6 100.0 16.8 11.3 145 9.5 100.0 100.0
Renter or other................. . 67.6 R 5.1 3.3 5.4 6.4 70.1 90.7
Percentile of net worth
Lessthan 25...................| 62.3 14.0 * * 14 2.7 65.2 87.4
25-49.9.. .. ... i 87.4 67.3 5.8 3.6 6.4 8.0 96.0 100.0
50-74.9. ... 90.4 89.3 11.8 7.8 10.6 8.9 99.1 100.0
75-89.9. ... i 90.8 94.0 26.2 16.8 17.9 11.4 99.2 100.0
90-100 ... ..coiiiiiiiii 92.0 95.1 41.7 30.5 41.4 18.8 99.6 100.0
Median value of holdings for families holding asset (thousands of 2001 dollars)
All families .................... . 11.8 108.8 70.8 41.4 65.3 109 106.4 134.2
Percentile of income
Less than 20.. . 4.5 59.9 87.1 10.9 31.3 54 24.3 16.3
20-39.9. ... . 6.9 81.6 65.3 26.1 42.5 54 56.9 66.5
40-59.9.. ... . 10.5 92.5 51.7 29.9 435 6.5 85.3 115.7
60—79.9. .. ... . 15.3 119.7 70.8 32.7 54.4 10.9 134.5 202.3
80-89.9.........iiiiii . 20.1 149.1 58.0 32.7 54.4 10.9 179.1 295.5
90-100 . ......oiiiiiiiin . 27.7 244.9 131.4 1241 239.5 32.7 360.6 660.2
Age of head (years)
Less than 35 9.7 91.4 46.3 27.2 37.0 54 24.7 31.5
B5-44 12.4 109.9 49.0 21.8 68.0 8.7 112.6 139.3
A5-54 .. 13.9 130.6 80.5 49.0 108.8 15.2 138.0 194.7
55-64 .. 14.7 119.7 76.2 58.8 68.0 30.5 138.2 215.7
6574 .o 11.8 103.4 81.6 49.0 72.1 10.9 119.6 178.6
750rmMore. ......oovveevennnn.. 7.6 92.5 112.1 58.8 43.5 10.9 104.6 146.9
Race or ethnicity of respondent
White non-Hispanic............ 12.9 108.8 72.9 46.3 76.2 10.9 1171 157.9
Nonwhite or Hispanic.......... 8.7 925 64.2 26.1 32.7 5.4 56.6 47.0
Current work status of head
Working for someone else. ... .. 12.2 106.7 54.4 26.1 32.7 7.6 97.5 122.0
Self-employed ................. . 16.8 158.9 92.5 87.1 108.8 54.4 275.5 358.3
Retired ..............cooiiin, . 9.3 96.9 108.8 54.4 54.4 10.9 106.5 146.4
Other not working.............. 7.8 98.0 70.3 114.3 42.5 6.2 31.0 19.5
Housing status
WNET . . 14.4 108.8 70.8 49.0 81.6 14.2 142.0 210.4
Renter or other................ ! 6.7 L 70.3 16.3 33.7 5.4 7.8 12.7
Percentile of net worth
Lessthan 25................... . 5.4 435 * * 3.8 11 7.0 6.4
25-49.9. .. ... . 9.3 65.3 40.8 10.9 13.1 54 56.2 66.2
50-74.9. ..ot . 13.7 103.4 38.1 25.0 43.5 9.5 126.9 180.0
16.9 152.4 87.1 49.0 95.2 16.3 237.8 394.4
254 272.1 163.3 130.6 326.5 59.9 563.5 1,060.2
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8.—Continued

B. 2001 Survey of Consumer Finances

" : Other Equity in : Any
Family Vehicles Primary residential | nonresidential Business Other nonfinancial Any
characteristic residence property property equity asset asset
Percentage of families holding asset
All families .................... . 84.8 67.7 11.3 83 11.8 7.6 90.7 96.7
Percentile of income
Lessthan 20................... . 56.8 40.6 3.1 2.8 25 2.9 67.7 85.3
20-39.9. ..o . 86.7 57.3 5.4 6.7 7.1 6.1 93.1 98.3
40-59.9.. .. . 91.6 66.0 7.9 6.7 8.8 6.2 95.6 99.8
60-79.9. .. ... . 94.8 81.8 14.2 7.2 12.0 8.9 97.8 100.0
80-89.9... ...t . 95.4 90.9 19.7 121 18.7 9.4 99.4 100.0
90-100 ... ..cviiiiiiiai . 92.8 94.4 32.8 23.9 38.9 18.0 99.5 100.0
Age of head (years)
Lessthan 35................... . 78.8 39.9 34 2.8 7.0 6.9 83.0 93.1
3544 88.9 67.8 9.2 7.6 14.2 8.0 93.2 97.4
A5-54 . 90.5 76.2 14.7 10.0 17.1 7.2 95.2 98.1
5564 i 90.7 83.2 18.3 12.3 15.6 7.9 95.4 98.2
65—T74 .. 81.3 82.5 13.7 12.9 11.6 9.7 91.6 97.1
T50rMOr€. ..o 73.9 76.2 15.2 8.3 24 6.2 86.4 97.8
Race or ethnicity of respondent
White non-Hispanic............ 89.1 74.1 12.9 9.6 13.9 9.0 94.7 99.0
Nonwhite or Hispanic.......... 70.9 47.0 6.4 4.1 5.1 2.9 77.9 89.4
Current work status of head
Working for someone else.... .. 88.5 64.7 10.0 6.7 6.1 7.4 92.5 97.8
Self-employed . 88.6 80.3 19.5 18.1 60.8 141 97.1 98.4
Retired ..o, . 77.1 73.9 12.0 8.2 3.3 5.4 86.7 95.7
Other not working.............. 64.0 43.4 4.8 3.8 5.7 * 70.5 82.3
Housing status
OWNer ... . 92.2 100.0 14.9 11.0 155 8.7 100.0 100.0
Renter or other................ . 69.3 . 3.9 2.6 4.2 5.1 713 89.7
Percentile of net worth
Lessthan 25...................| 64.8 14.3 * * 1.2 3.2 68.2 86.7
25-49.9. . ... 86.8 69.6 4.5 3.6 4.0 5.1 96.3 100.0
50—-74.9. ... i 94.1 91.4 12.6 8.1 115 6.6 98.7 100.0
75-89.9. ... 93.1 95.1 19.6 15.4 225 10.5 99.6 100.0
90-100 ... ..coiiiiiiiii 94.1 95.8 39.0 30.1 42.8 22.8 99.7 100.0
Median value of holdings for families holding asset (thousands of 2001 dollars)
All families .................... . 135 122.0 80.0 49.0 100.0 12.0 113.2 147.4
Percentile of income
Less than 20.. . 5.3 65.0 25.0 325 56.3 6.0 34.3 24.9
20-39.9. ... . 8.4 80.0 75.0 30.0 35.0 6.0 57.0 67.2
40-59.9.. ... . 12.6 95.0 50.0 30.0 61.7 10.0 92.2 115.0
60—79.9. .. ... . 17.6 130.0 70.0 49.5 62.5 10.0 151.6 230.0
80-89.9.........iiiiii . 22.7 175.0 62.5 46.0 100.0 20.0 224.6 377.1
90-100 . ......oiiiiiiiin . 30.0 300.0 200.0 146.2 268.3 50.0 479.5 1,009.4
Age of head (years)
Less than 35 11.3 95.0 75.0 33.3 50.0 10.0 30.5 39.4
B5-44 14.8 125.0 75.0 39.5 100.0 9.0 117.8 157.6
A5-54 .. 15.7 135.0 65.0 56.4 102.0 11.0 140.3 211.6
55-64 ... ... 15.1 130.0 80.0 78.5 100.0 30.0 147.9 226.3
65—T74 .. 13.6 129.0 145.0 50.0 100.0 20.0 149.2 214.6
750rmMore. ......oovveevennnn.. 8.8 111.0 80.0 28.0 510.9 15.0 122.6 169.6
Race or ethnicity of respondent
White non-Hispanic............ 14.6 130.0 80.0 50.0 100.0 15.0 131.4 183.9
Nonwhite or Hispanic.......... 10.0 92.0 60.0 225 50.0 5.0 58.2 56.8
Current work status of head
Working for someone else. ... .. 13.7 120.0 70.0 36.8 50.0 10.0 101.8 129.0
Self-employed ................. ! 19.2 200.0 150.0 100.0 126.0 30.0 335.0 439.2
Retired ..............cooiiin, . 10.1 100.0 85.0 58.0 65.5 20.0 105.8 143.4
Other not working.............. 10.2 100.0 110.0 33.0 110.0 * 71.1 41.4
Housing status
WNET . . 16.2 122.0 80.0 50.0 105.0 15.0 156.9 240.1
Renter orother................. ! 7.6 L 60.0 32.5 35.0 6.0 8.9 13.4
Percentile of net worth
Lessthan 25................... . 6.3 49.5 * * 10.0 4.0 8.2 8.2
25-49.9. .. ... . 11.8 70.0 24.0 9.0 15.0 10.0 62.6 75.1
50—-74.9. ... . 15.3 120.0 50.0 25.0 50.0 10.0 144.8 215.2
19.0 200.0 80.0 52.3 120.0 18.0 281.8 508.5
28.8 350.0 210.0 211.7 500.0 40.0 712.5 1,438.1

Note. See note to table 1.

*Ten or fewer observations.

.. .Not applicable.
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The median holding of net business equity fordeclined 0.9 percent during the recent three-year
those having a business interest jumped 53.1 percemperiod, to 7.6 percent of families. In general, owner-
from 1998 to 2001, about twice the rate of increaseship is relatively more common among the highest
in median holdings of all types of publicly traded income and wealth groups and among families
corporate equities. Almost every demographic grougheaded by self-employed persons. Ownership
showed an increase, many of which were substantialdeclined for most demographic groups between 1998

The SCF classifies privately owned business interand 2001. However, the group for which the owner-
ests into those in which the family has an activeship rate was already the highest, that is, families
management role and those in which it does notwith net worth in the highest 10 percent of the
Of families having any business interests in 2001 distribution, saw their ownership rate rise 4 percent-
87.8 percent had only an active role and 9.0 percendge points. The overall median value of these assets
had only a non-active role; 3.2 percent had interestsose 10.1 percent. Although increases were common
in both types (not shown in tables). In terms of assetsacross demographic groups, the highest wealth group
the actively managed interests account for 89.0 persaw a sizable decline; the decline suggests that the
cent of total privately owned business interests.group’s rise in rate of ownership resulted from the
Although some families have more than one businesaddition of relatively small holdings.
that they actively manage, the median number is 1,
and the total value of all primary actively managed . . :
businesses accounts for 81.0 percent of the value OLrlnreallzed Capital Gains

all actively managed businesseésihe most common Changes in the values of assets such as stock, real

organizational form for the primary actively managedestate, and businesses are a key determinant of

business is a sole proprietorship, and the vast majoréhanges in families’ net worth. Unrealized gains are

ity of primary actively managed businesses Oper.at?ncreases in the value of assets that are yet to be sold.
. . . nTo obtain information on this part of net worth, the
number of employees is two. These figures are little ; ;
. survey asks about changes in value from the time of

changed since 1998. . .

purchase for certain key assets—publicly traded
stocks, mutual funds, the primary residence, other
Other Nonfinancial Assets real estate, and business@g.he median unrealized

capital gain in these assets over the 1998-2001 period
Ownership of the remaining nonfinancial assetsmoved up 29.3 percent, and the mean moved up
(tangible items including artwork, jewelry, precious 24.7 percent (table 9). Both measures were well

metals, antiques, hobby equipment, and collectiblesabove their 1992 levels. The rise in unrealized gains

22. Families with more than one business are asked to report which 23. The survey does not collect information on capital gains for
business is most important; that business is designated as the primagyery asset. Most notably, it does not collect such information for
one. retirement accounts.

9. Family holdings of unrealized capital gains, by selected characteristics of families, 1992, 1995, 1998, and 2001 surveys
Thousands of 2001 dollars

. 1992 1995 1998 2001
Family

characteristic Median Mean Median Mean Median Mean Median Mean
All families ................ 9.3 86.7 6.5 78.3 11.6 105.2 15.0 131.2
Percentile of income
Lessthan 20............... T 19.7 T 18.0 i) 19.6 T 17.5
20-39.9... 1.4 31.5 3 29.3 2.0 31.9 1.4 41.4
40-59.9... 3.8 48.2 4.3 37.9 9.8 48.6 9.5 46.6
60-79.9... o 19.9 59.9 15.4 53.9 22.0 71.6 28.0 86.9
80-89.9.........iiiiint . 30.4 102.7 31.2 80.2 37.2 104.0 55.0 142.0
90-100 ... ..o . 115.1 4451 75.1 424.6 105.6 604.4 161.0 785.1
Age of head (years)
Lessthan 35............... T 16.7 T 111 T 16.8 T 28.5
35-44 .. .. 6.2 67.5 4.6 42.3 7.7 69.0 11.0 93.3
45-54 .. .. 22.3 127.9 215 110.5 243 137.3 28.0 154.7
55-64 ... . 35.9 162.9 32.0 158.8 38.3 203.3 41.0 230.6
65-74 ... . 37.1 134.8 34.7 136.6 50.6 178.5 48.0 240.9
750rmore. ... L 31.3 82.3 37.7 99.6 39.2 125.0 50.0 150.9

Note. See note to table 1. tLess than 0.05 ($50).
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reflects strong asset appreciation over the period asmount of debt in the oldest age group dropped

well as the relative illiquidity of real estate and during the 1998-2001 period, a decline that partially

businesses, 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

LIABILITIES groups, the median of only the retired group fell.
The median rose substantially for all wealth groups

Liabilities and assets both grew substantially fromexcept the lowest one.

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-Mortgages and Other Borrowing

cent (table 10). The ratio measured by the survey ha@n the Primary Residence

been little changed between 1992 and 1998. The ) B

2001 level of the leverage ratio is marginally lower Bétween 1998 and 2001, the proportion of families

than the 12.4 percent level registered in the 1989Vith home-secured debt rose 1.5 percentage points,

survey. Home-secured debt accounted for 75.1 perf© 44.6 percent? The increase continues a trend that

cent of total family debt in 2001, up 3.8 percentagehas been observed in the survey since 1992. Use of
points from 1998. 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,

Families’ Holdings of Debt the highest wealth group, and families headed by
self-employed persons.

After a decline of almos¥z percentage point between Overall, the median amount of home-secured debt
1995 and 1998 in the share of families with any typef©0S€ 3.7 percent fror.n' 1998 to 2001. Increases were
of debt (not shown in tables), the share reboundednost marked for families headed by persons aged 65
1 percentage point in 2001, to 75.1 percent of al@nd older, families headed by self-employed per-
families (table 11). Borrowing is more prevalent SOns, and families that had net worth in the highest
among families in the income and wealth groups1O percent of the distribution. For the first two of
above the lowest and in age groups below 65. Ovefhese groups, the accompanying decline in owner-
the 1998-2001 period, most demographic groups sawhiP suggests that those with relatively low levels of
an increase in the proportion of families borrowing. Such debt were disproportionately represented in the
However, the proportion of families in the highest decline in ownership. Despite an increase in the
wealth group that were indebted declined notably. ~ Proportion of nonwhite or Hispanic families using
The overall median value of total outstanding debthome-secured debt, the median amount owed by this
for families that had any rose 9.6 percent from 199g9roup declined; in light of relatively little change in
to 2001. Across demographic groups, median debgither the ownership rate or the median value of prin-
rises with income and wealth: it rises and thenCipal residences, the decline in the median amount
declines with age. The decline among older age?wed may reflect largely the paying down of existing
groups is driven in large part by the paying off mortgages. _ _
of mortgages on primary residences. The median The rising values of houses over this period out-
paced the attendant increases in home-secured debt

0. A ¢ of debt of all familics. distributed and raised the typical amount of home equity held by
. mount or aebt or all Tamilies, distribute HH H H H
: families (not shown in tables). Median home equit
by type of debt, 1992, 1995, 1998, and 2001 surveys among t(hose with home-se)cured debt roseqfro¥n
Percent . .
$53,300 in 1998 to $58,100 in 2001, a 9.0 percent

Type of debt 1992‘ 1995‘ 1998‘ 2001 increase. Among those with such debt, the median
Hogne_secg,ed ({em ____________ 20 731 T3 754 ratio of home-secured debt to the value of the prin-
Other residential property....... 10.4 7.7 7.7 6.4 i i i
Other residential property........ o4 LT 54 cipal re5|denc_e fell from 58.8 percent in 1998 to
Other lines of credit............ 8 6 3 5 56.0 percent in 2001; at the same time, a survey-
Gnor o paanees i 3% 38 37 33 based estimate of the aggregate ratio of debt to home

TOtal e 100100100 100 values fell from 36.5 percent to 33.5 percent.
MEMmMO -
Debto??o‘i‘a‘l):'scseeq;égé __________ 145 146 143 121 24. Home-secured debt consists of first and second mortgages
and home equity loans and lines of credit secured by the primary

Note. See note to table 1. residence.
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11. Family holdings of debt, by selected characteristics of families and type of debt, 1998 and 2001 surveys
A. 1998 Survey of Consumer Finances

: Other Credit Other
chz;:rgr;gistic Home-secured  residential Inslt(z)algrrgent card lines of Other ﬁgt))/t
property balances credit
Percentage of families holding debt
All families ..............ooooent. . 43.1 51 43.7 441 2.3 8.8 74.1
Percentile of income
Lessthan 20..................... . 11.2 * 27.3 24.5 * 5.5 47.3
20-39.9. ... . 23.9 2.0 36.7 40.9 1.7 6.2 66.8
40-59.9. ... .. . 43.7 4.3 51.2 50.1 2.7 7.8 79.9
60-79.9.. ... . 63.5 7.0 51.6 57.4 29 11.3 87.3
80-89.9..... ... . 73.6 7.8 58.4 53.1 4.5 12.1 89.6
90-100 ... ..ot . 73.0 15.3 454 42.1 25 13.9 88.1
Age of head (years)
Lessthan 35...................es . 33.2 2.0 60.0 50.7 2.4 9.6 81.2
35-44 .. . 58.7 6.7 53.3 51.3 3.6 114 87.6
A5-54 .. 58.8 7.0 51.2 52.5 3.6 111 87.0
55-64 ... 49.4 7.8 37.9 45.7 1.6 8.3 76.4
65-74 ... 26.0 5.3 20.2 29.2 4.1 51.4
T50rmMore......oovvievinennenns 115 1.8 4.2 11.2 2.0 24.6
Race or ethnicity of respondent
White non-Hispanic.............. 46.7 55 44.3 44.4 2.4 8.8 74.9
Nonwhite or Hispanic............ 30.7 4.0 41.6 43.3 1.9 8.8 71.1
Current work status of head
Working for someone else....... | 50.8 5.3 55.2 53.5 2.7 10.8 86.8
Self-employed ................... . 63.1 10.9 46.3 47.5 3.7 10.7 84.6
Retired ............ooooiin . 18.6 3.1 15.8 20.9 * 3.3 39.9
Other not working. ............... 26.8 * 39.0 39.0 7.5 65.7
Housing status
[ 1= . 65.1 6.3 44.3 46.2 1.8 9.3 79.4
Renter or other................... . . 2.9 42.6 40.0 3.4 7.8 63.5
Percentile of net worth
Lessthan 25..................... . 11.2 * 47.2 39.5 2.8 9.3 65.6
25-49.9. . ... . 47.4 3.3 49.9 54.9 25 9.3 814
50-74.9.. ... . 56.2 4.9 46.3 48.7 1.7 7.6 76.8
75-89.9.. ... . . 56.8 9.0 34.4 36.7 2.0 7.6 70.2
90-100 ... .ot . 59.0 14.9 27.3 28.4 2.6 10.8 75.9
Median value of holdings for families holding debt (thousands of 2001 dollars)
All families .................ooot. . 67.5 435 9.5 19 2.7 33 354
Percentile of income
Lessthan 20..................... . 27.2 * 4.4 1.0 * 11 4.8
20-39.9. ... . 40.3 35.9 6.7 1.3 1.2 1.9 11.0
40-59.9. ... . 47.9 20.7 8.7 2.1 1.6 2.2 27.8
60-79.9. ...t . 70.8 31.1 13.0 2.4 3.0 3.3 62.9
80-89.9...... .. . 87.6 46.4 12.5 2.2 3.3 54 92.9
90-100 .....coiiii . 127.4 76.2 15.8 3.3 7.0 10.9 137.3
Age of head (years)
Lessthan 35..................... . 77.3 59.9 9.9 1.6 1.1 1.9 20.9
35-44 . 76.2 43.5 8.3 2.2 15 3.3 60.6
45-54 ..o 74.0 43.5 10.9 2.0 3.3 5.4 52.2
55-64 ... 52.2 44.6 9.0 2.2 5.3 5.4 37.2
65-74 ... 28.3 27.4 7.0 1.2 * 4.9 13.0
750rMOre.....oovviiiaeinnnn 23.1 32.4 9.7 .8 * 19 8.8
Race or ethnicity of respondent
White non-Hispanic.............. 67.5 46.4 9.8 2.2 3.0 3.6 43.2
Nonwhite or Hispanic............ 67.5 32.7 7.8 1.2 .8 1.9 16.9
Current work status of head
Working for someone else.......| 71.8 38.5 9.6 2.1 3.0 3.3 38.2
Self-employed ................... . 80.4 59.7 12.0 2.2 4.1 7.1 70.1
Retired .............cooiiiint . 40.3 37.0 6.3 1.1 * 2.1 11.1
Other not working. ............... 62.0 * 7.3 1.3 * 1.2 13.7
Housing status
OWNES .ot . 67.5 45.7 10.4 2.2 2.4 4.4 65.9
Renter or other................... . P 29.9 8.3 1.4 3.0 1.4 6.5
Percentile of net worth
Less than 25 61.5 * 8.6 1.7 1.1 1.6 9.1
25-49.9.. ... 60.0 31.6 8.5 2.0 3.3 2.2 31.3
50-74.9. ...t 64.2 23.9 9.7 2.0 3.3 5.4 50.1
75-89.9.. ... 76.2 58.8 111 1.6 1.4 6.5 70.8
90-100 .....coiii 108.8 78.4 16.0 2.0 10.9 21.8 105.5
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11.—Continued
B. 2001 Survey of Consumer Finances

: Other Credit Other
chzfrgggistic Home-secured  residential Inslt(z)algrrgent card lines of Other ﬁgt))/t
property balances credit
Percentage of families holding debt
All families ..............ooooent. . 44.6 4.7 45.2 444 15 7.2 75.1
Percentile of income
Lessthan 20..................... . 13.8 * 255 30.3 1.3 5.9 49.3
20-39.9. ... . 27.0 1.8 43.2 445 1.5 5.6 70.2
40-59.9. ... .. . 44.4 3.2 51.9 52.8 1.5 7.7 82.1
60-79.9.. ... . 61.8 5.4 56.7 52.6 1.5 7.7 85.6
80-89.9..... ... . 76.9 10.3 55.7 50.3 2.6 9.3 91.4
90-100 ... ..ot . 75.4 14.9 41.2 33.1 1.4 8.8 85.3
Age of head (years)
Lessthan 35...................es . 35.7 2.7 63.8 49.6 1.7 8.8 82.7
35-44 .. . 59.6 4.9 57.1 54.1 1.7 8.0 88.6
A5-54 .. 59.8 6.5 45.9 50.4 1.5 7.4 84.6
55-64 ... 49.0 8.0 39.3 41.6 3.1 7.4 75.4
65-74 ... 32.0 3.4 21.1 30.0 * 5.0 56.8
T50rmore......coovvevvinennenn.. 9.5 2.0 9.5 18.4 3.6 29.2
Race or ethnicity of respondent
White non-Hispanic.............. 47.6 5.4 45.3 43.3 1.7 7.4 75.8
Nonwhite or Hispanic............ 35.1 25 44.6 47.7 1.1 6.5 72.9
Current work status of head
Working for someone else....... | 52.5 5.3 57.0 53.2 1.4 8.2 86.5
Self-employed ................... . 59.1 7.4 39.8 42.8 35 8.1 81.7
Retired ............ooooiin . 19.6 2.2 17.2 24.0 4.4 44.3
Other not working. ............... 27.9 * 41.2 32.2 6.1 61.5
Housing status
[ 1= . 66.0 6.0 45.5 44.4 1.0 6.9 79.9
Renter or other................... . . 2.0 445 44.3 2.8 7.8 65.0
Percentile of net worth
Lessthan 25..................... . 11.2 * 48.9 45.5 2.4 8.3 68.7
25-49.9. . ... . 49.4 2.0 51.0 55.1 1.3 7.2 80.8
50-74.9.. ... . 59.1 5.4 48.1 44.6 * 7.1 77.9
75-89.9.. ... . . 61.2 7.9 37.2 38.9 * 4.9 74.9
90-100 ... .ot . 55.5 15.0 25.6 22.4 2.1 8.2 70.2
Median value of holdings for families holding debt (thousands of 2001 dollars)
All families ...t . 70.0 40.0 9.7 19 39 3.0 38.8
Percentile of income
Lessthan 20..................... . 28.0 * 4.6 1.0 5 1.0 5.2
20-39.9. ... . 40.0 30.0 6.6 1.2 1.1 3.0 115
40-59.9. ... . 56.1 38.8 9.7 2.0 7 2.0 29.1
60-79.9. ...t . 75.6 41.9 11.9 2.3 4.0 3.0 62.3
80-89.9...... .. . 91.0 31.2 14.5 3.8 7.8 4.0 96.8
90-100 .....coiiii . 134.0 77.0 13.4 2.8 10.0 21.0 146.4
Age of head (years)
Lessthan 35..................... . 77.0 52.0 9.5 2.0 5 2.0 24.9
35-44 .. . 80.0 45.5 111 2.0 7 3.1 61.5
45-54 ..o 75.0 33.5 9.6 2.3 5.3 5.0 54.3
55-64 ... 55.0 40.0 9.0 1.9 20.5 5.0 34.6
6574 ... 39.0 77.0 7.0 1.0 * 25 13.1
750rMOre.....oovviiiaeinnnn 44.8 42.0 5.8 7 * 25 5.0
Race or ethnicity of respondent
White non-Hispanic.............. 74.0 40.0 10.0 2.0 4.0 3.6 44.5
Nonwhite or Hispanic............ 61.0 40.0 8.1 1.5 1.0 2.0 20.0
Current work status of head
Working for someone else.......| 74.0 37.5 10.0 2.0 3.0 2.1 42.5
Self-employed ................... . 100.0 87.5 10.2 25 15.0 11.9 77.8
Retired .............cooiiiint . 315 45.9 6.9 .9 * 3.3 9.8
Other not working. ............... 72.0 * 9.8 2.0 * 25 33.8
Housing status
OWNES .ot . 70.0 41.0 10.4 2.1 15.0 4.0 69.4
Renter or other................... . P 37.6 7.0 1.2 1.0 2.0 6.0
Percentile of net worth
Lessthan 25..................... . 57.0 * 8.3 1.6 5 2.0 8.8
25-49.9.. ... . 56.5 20.0 9.4 1.9 1.8 1.2 38.5
50-74.9. ...t . 69.0 47.0 10.0 2.0 * 4.0 60.0
75-89.9.. ... . 86.0 30.0 11.7 2.1 * 7.0 80.3
90-100 .....coiii . 135.0 77.0 11.3 2.0 20.5 30.0 126.0

Note. See note to table 1. *Ten or fewer observations. .. .Not applicable.
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Although home purchase remains the main purdnstallment Borrowing
pose of home-secured debt, the incentive to use such
borrowing for other purposes has been higher sinc&he use of installment borrowing is broadly distrib-
the Tax Reform Act of 1986, which phased out theuted, with notably lower use only in the lowest and
deductibility of interest payments on most debt otherhighest income groups, the highest wealth group, and
than that secured by a primary residence. In additionfamilies headed by retired persons or persons aged 65
declining mortgage interest rates since 1998 provide@nd olde’® From 1998 to 2001, overall use of install-
many families the incentive to refinance existingment borrowing rose 1.5 percentage points, to
mortgages. By refinancing for more than the existingd5.2 percent, an increase reflecting, in part, a rise in
balance, many families were able to obtain funds forthe percent of families with vehicle loans. Between
other purposes. 1992 and 1998, the use of installment borrowing had

The survey provides some evidence of such borbeen declining, and the 2001 usage is still below that
rowing. Families that refinanced a main mortgageof 1992. By income group, the increase over the
were asked whether additional funds were obtainedrecent three-year period was seen only for the broad
and if so, how the funds were used; families thatcenter of the distribution, that is, for families with
carried a second mortgage, home equity loan, omcomes in the 20th through 80th percentiles. Over
home equity line of credit were asked the purposehe same period, the median amount owed went up
of the borrowing. Families that simply chose to takeonly 2.1 percent, and changes in the median across
out larger initial mortgages to free up funds to spendgroups were mixed.
for other purchases would not be captured by these
guestions. However, among families with any type . .
of home-secured debt, the available data suggest thaBtorrowmg on Credit Cards
the proportion who used such borrowing for a pur-

pose other than just financing their home declined inThe use of credit cards for borrowing is also wide-

the period after 1998. In that year, the proportion Ofspread but is notably lower among the highest and

families with such borrowing was 33.6 percent, andloweSt income groups and among families headed

in 2001 the figure was 32.1 percent; however, theby persons aged 65 or older or by persons who are

I .
2001 level is substantially above the 1995 level of?Ot yl\./orklng. Fronrw] t998 to 2003’ ﬂ:je prc())pgrtlon of
22.2 percents amilies using such borrowing edged up 0.3 percent-

Lo . . .___.age point, to 44.4 percent; this small rise breaks
Home equity lines of credit are a widely advertised ; ) :
. a decline of more than 3 percentage points in the
source of tax-preferred borrowing. Among homeown-

. it ) .. 1995-98 period.

ers, the proportion of families with a home equity Despite the marginal overall change in usage dur-
line edged up 0.4 percentage point, to 14.9 percent in b 9 ; 9 9

_ i ! . __Ing the recent three-year period, usage among groups
2001; the proportion actually drawing on such lines hifted iceabl K
rose 0.7 percentage point, to 10.6 percent 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 homeowners and white non-Hispanic
families were offset by increases for their comple-
mentary sets of families. The median balance in 1998

The decline in owner_shlp of other_ re3|den_t|al .realfor those that had credit card debt—$1,900—was
estate was accompanied by a marginal decline in the

proportion of families with borrowings for such real tnchanged in 2001. Changes in the median, which

estate, from 5.1 percent in 1998 to 4.7 percent inere mixed and generally small across groups, were

. . most notable for families with incomes in the 80th to
2001. As with the ownership of such property, the'f90th percentiles and those with net worth in the 75th

associated borrowing is most prevalent among fami- ;

. . . 2 to 90th percentiles.

lies with relatively high income or wealth. Over the

pe”Od_' the use of such debt d_eC“ned for most demo- 26. The term “installment borrowing” in this article describes

graphic groups. At the same time, the overall mediartonsumer loans that typically have fixed payments and a fixed term.

amount of such debt fell 8.0 percent, but the Changegxalmples are :éutor?”lok()jile Ig?ns, stéjdent loans, and loans for furniture,

. . . ppliances, and other durable goods.

m. the median across demeraph'C groups Wer@ 27. Credit cards consist of bank-type cards (such as Visa, Master-

mixed. 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

25. Appropriate data do not exist in the survey to construct thissurvey, the amount borrowed on such cards is the amount remaining
measure for earlier years. after the most recent bill was paid.

Borrowing on Other Residential Real Estate
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Although the proportion of families using credit insurance policies, which the survey indicates became
card borrowing was little changed, the proportion ofless prevalent over this period; the other components
families having some type of credit card rose 3.7 per-of the use of this type of debt were little changed (not
centage points from 1998, to 76.2 percent of familiesshown in tables). The median amount of other debt
in 2001 (not shown in tables). Over the same periodfor those who had any fell 9.1 percent, to $3,000.
the proportion of families with cards changed as
follows for the various card types (not shown in
tables): bank-type cards, up 5.2 percentage pointfReasons for Borrowing
to 72.7 percent; travel and entertainment cards, up
1.4 percentage points, to 10.5 percent; store card§,he SCF provides information on the reasons that
down 4.8 percentage points, to 45.2 percent; andamilies borrow money (table 12). One subtle prob-
gasoline company cards, down 3.1 percentage pointem with the use of these data is that, even though
to 16.1 percent. Ownership rates for other cards andhoney is borrowed for a particular purpose, it may
accounts were relatively small and changed little.  be used to offset some other use of funds. For exam-

As the most widely held type of card, the bank- ple, a family may have sufficient funds to purchase a
type card holds particular importance in any examinahome without using a mortgage but may instead
tion of family finances. The ownership rate of suchchoose to finance the purchase to free existing funds
cards rose over the recent three-year period, but thor another purpose. Thus, trends in the data can only
proportion of families with such cards who carried suggest the underlying use of funds by families.

a balance fell 1 percentage point, to 53.7 percent in The survey does not collect exhaustive detail on
2001. The proportion of families with such cards thatthe use of borrowed funds. In the case of credit cards,
reported that they usually pay off their credit cardit was deemed impractical to ask about the purposes
bills in full each month rose 1.5 percentage points, toof borrowing that might well be heterogeneous for
55.3 percent. The median charge for the month preindividual families. For the analysis here, all credit
ceding the interview on all bank-type cards held bycard debt is included in the category “goods and
the family was unchanged at $200. services.” All funds owed on a first mortgage on a
principal residence are assumed to have been used for
the purchase of the home, even when the loan has
Borrowing on Other Lines of Credit been refinanced. Because the surveys before 1998
did not collect information on the uses of funds
The use of lines of credit other than home equityborrowed from pension accounts, the table reports
lines is not common, and from 1998 to 2001 it fell borrowing from pension accounts as a separate cate-
0.8 percentage point, to 1.5 percent of families. Ingory, unclassified as to purpose.
addition, the proportion of families who had such The data indicate that the proportion of total fam-
lines fell more, from 3.9 percent to 2.7 percent (notily borrowing attributable to home purchase went
shown in tables). At the same time, however, typicalup 3 percentage points between 1998 and 2001, to
balances for those that had them rose 44.4 percent, 0.7 percent, a peak for the years shown. The
$3,900. increase was offset by declines in other categories,
including other residential property and investments.

Other Debt

. . 12. Amount of debt of all families, distributed by purpose
From 1998 to 2001, the proportion of families that of debt, 1992, 1995, 1998, and 2001 surveys

incurred other types of debt fell 1.6 percentage points,  percent

to 7.2 percent® The use of other debt is spread . T oo 190 Py a—
broadly across demographic groups, but rates of use lirpose of aebt ‘ 4 %
are notably lower for families headed by those who Home purchase................ 672 703 677 707
are retired or are 65 years of age and older. The Qg reeontal oroperty. N
i i i Investments excluding real estate . 1.8 1.0 3.3 2.8
decline in overalll us_e appear_s to haye been dr!ven Vehicles ........ RTINS . 70 7.6 7.6 7.8
largely by a decline in borrowing against whole life  Goods and services............ 5.6 5.7 6.1 5.7
Education...................... . 28 2.7 3.4 3.1
Unclassifiable loans against
- pension accounts.......... 1 .2 4 .3
2&_3. Other porrowing comprises Iqans on insurgnce policies, loans Ot?gtrél'_':_'_':_'_'_':_'_'":_'_':_'_‘_':_'_‘:__' 10%‘1 10%'2 10%'5 10%'1
agalnst pension accounts, borrowmg on margin accounts, and a

residual category for all loans not explicitly referenced elsewhere. NoTk. See note to table 1.
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However, the treatment of first mortgages on a prin-such lending; their proportion of debt has oscillated
cipal residence may cast doubt on these conclusionsip and down by about 1.5 percentage points since
Beginning with the 1995 survey, as noted in the1992; in the most recent three-year period, it rose
discussion of home-secured debt, some informatiori.4 percentage points. The share of lending by indi-
has been collected on the use of funds when suckiduals has declined by about half since 1992 and
mortgages have been refinanced. But even for thavas 2.0 percent of the total in 2001. Other changes
and later surveys, the proportion of funds used forare smaller and without apparent trend.

purposes other than refinancing the earlier mortgage In some cases, loans may have been held at the
is unknown. Nonetheless, other information suggestéime of the interviews by institutions other than the
that the results should not be far off. Only 15.5 per-ones that originally made the loans. Resale of loans is
cent of families with mortgages in 2001 had refi- particularly important for mortgage debt. According
nanced and extracted additional home equity at som#o the 2001 survey, 40.9 percent of the first mortgages
time and still had a mortgage; of those families,on primary residences were held by a lender other
43.1 percent used some part of the funds for home¢han the one that made the original loan, down
repairs or improvements, 31.3 percent used some pastightly from the 43.1 figure for 1998 (not shown in
for more general purchases, 15.3 percent used sontables). In dollar-weighted terms, the results are simi-
part for real estate or other investments, 6.9 percentar. Mortgages with non-originating lenders account
used some part for the purchase of vehicles, andor 43.2 percent of the outstanding balances on first
3.5 percent used some part for education expensewortgages for principal residences, and the figure for
(not shown in tables). 1998 is 44.6 percent.

Choice of Lenders Debt Burden

The survey provides information on the types of As aggregate household debt reported in the Federal
lenders to which families owe money at the time of Reserve’s flow of funds accounts has risen over the
the interview (table 13). The data show two long- past decade, concern has been expressed that debt
standing and approximately offsetting trends. Themight become excessively burdensome to families.
share of total family debt attributable to thrift institu- However, rising aggregate debt levels alone do not
tions fell in each survey since before 1992, to reacmecessarily imply that conditions deteriorated at the
6.1 percent in 2001, a decline of 10.8 percentagéevel of individual families. The ability of individual
points over the nine-year period. Offsetting thisfamilies to service their loans is a function of two
movement has been a concurrent rise of 10.7 percentactors: the level of their loan payments and the
age points in the share of debt associated with spencome and assets they have available to meet those
cialized mortgage or other real estate lenders, th@ayments. In planning their borrowing, families make
lender type with the largest share of the total. Com-assumptions about their future ability to repay their
mercial banks account for the second largest share dbans. Problems may occur when events turn out
to be contrary to those assumptions. If such errors
of judgment were sufficiently large and prevalent, a

13. ?ymt%gto(;flgﬁgitngfiﬁ!t‘;ﬁmginesigész”itl’ggeg broad pattern of default, restraint in spending, and
1998, and 2001 surveys ‘ ' ’ ELZioeler financial distress in the economy might

Percent
Several factors affecting income and payments

Type of institution 1992‘ 1995‘ 1998‘ 2001 ghifted over the 1998-2001 period. Interest rates, a
Commercial bank. ............. 331 349 328 341  Key determinant of payments, rose but then declined
Thrift institution® ............... 16.9 10.8 9.7 6.1 i i i
C'relditlunilounl ................... . 40 45 4.2 55 Into 20_01' Another |mpor§ant determmam of pay-
Finance or loan company....... 3.2 3.2 4.2 4.3 ments is the term over which a loan is scheduled to
Brokerage...................... .32 19 3.8 3.1 . g, o .

Mortgage or real estate lender |..27.3 328 355 380 be repaid; families may have opted for different terms
Otver nonfinanciai | 16 8 13 14 either directly or by subsituting longer-term borrow-
Government..............oun . 1.9 1.2 .6 11 i i i
Credit card and store card...... 3.3 3.9 3.9 3.7 Ing based on home eqwty for loans with sho.rter
Pension account. .............. 1 2 4 3 terms. Incomes rose fairly broadly over the period,
Other ..., 1.1 7 3 5 . . - .

Total 100 100 100 100 while the proportion of families with debt and the

. typical amount owed also rose. The net consequences
oTE. See note to table 1. .
1. Savings and loan association or savings bank. of these movements on the ratio of payments to
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income can only be assessed by looking at how these The survey data also make it possible to compute
factors vary together over families. measures of payment burden that are not possible

The Federal Reserve staff has constructed amith the Federal Reserve’s aggregate-level estimate.
aggregate-level measure of debt burden: an estimate particular, the survey allows a detailed look at the
of total scheduled loan payments (interest plus minispectrum of payments relative to income across all
mum repayments of principal) for all households, households with debts. Like the ratio of survey-based
divided by disposable personal income. From 1998 tdotals, the median of the ratios for individual families
2001, the aggregate-level measure rose about 1 pethat had any debt declined 2.1 percentage points in
centage point, to about 14 percént. the recent three-year period, to 16.0 percent. More-

The survey data may be used to construct a similaover, the measure declined for virtually every group
estimate of the debt-burden ratio and to construcshown.
such an estimate for various demographic groups A limitation of the median ratio is that it may not
(table 14). The SCF-based estimate is the ratio obe indicative of distress because it reflects the situa-
total debt payments for all families to total family tion of only a typical family. Unless errors of judg-
income of all families. In contrast to the aggregate-ment by both families and lenders were pervasive,
level estimate, the SCF-based estimate declinedne would not expect to see signs of financial distress
1.9 percentage points over the three-year period, tat the median. Thus, a more compelling indicator of
12.5 percent, after having remained fairly flat overdistress is the proportion of families with unusually
the 1992-98 period. If total payments and incomedarge total payments relative to their incomes. From
are computed only for families with debt, the results1998 to 2001, the proportion of debtors with pay-
are similar. The SCF-based measure also declinethents exceeding 40 percent of their incomes fell
over the recent three-year period for almost everyl.8 percentage points, to 11.0 percent, a level only
demographic group shown; the only notable excep9.2 percentage point above the 1992 level. Like the
tion is families with net worth in the 75th to 90th per- other two survey-based payment measures, this indi-
centiles of the distribution, for whom the ratio rose cator also fell across nearly all demographic groups
0.6 percentage poiae. shown.

Other commonly used indicators of debt repay-

T 0. Adescrintion of this ser d the data for it since 1980 ment problems are aggregate delinquency rates, that
. A description of this series, and the data for it since ,are a .

www.federalreserve.gov/releases/housedebt/default.htm. Movemenj§’ the number of delmquent a_ccounts or the percent-
in this ratio may say something about changes in the ability of familiesage Of total balances on which payments are late.
as a whole to increase their current consumption, either through direchata on these measures from various sources and for

purchases or through additional borrowing, but they do not necessarily,. . . .
imply that financial restraint moved in any particular way for indi- %“ﬁerent types of credit do not give a consistent

vidual families; to make the latter assessment, one must know thgicture of changes in delinquencies over the pepiod.
joint movements of income and payments across families. A related measure is collected in the SCF. Families

30. The survey measure of payments relative to income may differ, - . -
from the aggregate-level measure for several reasons. First, the deyf'at have any debts at the time of their interview are

payments included in each measure are different. The aggregate-lev@sked whether they have been behind in any of their
measure includes only debts originated by depositories, finance corranmemS in the preceding year. This measure differs
i

panies, and other financial institutions, whereas the survey includes, .
principle, debts from all sources. onceptually from the aggregate delinquency rates

Second, the aggregate-level measure uses a NIPA estimate ¢R that the survey counts multiple occasions of late
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 Finally, the survey measure excludes debt payments of household
using a formula that entails complex assumptions about minimummembers who are not members of the family unit analyzed in this
payments and the distribution of loan terms at any given time; thearticle.
survey measure of payments is directly asked of the survey respon- 31. Measures of the share of closed-end consumer credit outstand-
dents but may also include payments of taxes and insurance on reahg on which payments are late by sixty days or more, based on data
estate loans. from the Call Report and from the American Bankers Association
Fourth, because the survey measures of payments and incom@BA), showed little change on a point-to-point basis between the
are based on the responses of a sample of respondents, they may b898 and 2001 surveys. Data from the ABA and from the captive
affected both by sampling error and by various types of response errofinance company subsidiaries of motor vehicle manufacturers on
As mentioned earlier in this article, the survey income measure trackslelinquency rates on automobile loans show opposite trends for the
the most comparable measure of income in the Census Bureau’period. Several measures—based on data from the Call Report, the
Current Population Survey. Over the same time, however, the SCFABA, and Moody’s on credit card debt in securitized pools—show an
shows a little less growth in the aggregate level of debt than theoverall increase in the delinquency rate on credit card debt over the
Federal Reserve’s flow of funds accounts; timing and conceptuainterval. Delinquency rates on mortgages, after falling for the two
differences might explain some of the difference. years after 1998, rebounded through 2001.
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14. Ratios of debt payments to family income (aggregate and median), share of debtors with ratio above 40 percent, 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
Family Aggregate Median of family ratios
characteristic
1992 ‘ 1995 ‘ 1998 | 2001 1992 ‘ 1995 ‘ 1998 ‘ 2001
All families .................... . 14.0 13.6 144 125 15.3 15.6 18.1 16.0
Percentile of income
Lessthan 20................... . 15.8 18.0 17.9 15.3 13.1 12.1 26.4 17.2
20-39.9....... . 15.2 16.1 15.7 15.1 14.8 16.1 17.8 15.9
40-59.9....... . 15.5 14.9 17.8 16.5 15.1 15.1 19.0 16.9
60-79.9.. ... . . 16.3 17.4 18.5 16.3 17.2 18.3 19.2 17.9
80-89.9.... ... .. . 15.2 16.2 16.4 16.5 16.5 16.5 17.4 17.0
90-100 ... oot . 11.2 9.3 10.2 8.0 13.9 12.2 13.5 111
Age of head (years)
Lessthan35................... X 16.4 17.1 16.6 16.6 155 16.2 18.3 16.7
17.8 16.7 17.1 14.7 18.4 17.6 19.6 17.3
14.5 14.7 15.9 12.4 15.4 16.1 18.0 16.8
11.4 11.5 13.0 10.7 14.2 13.9 17.0 13.8
7.7 6.9 8.5 8.8 9.8 11.1 14.9 15.1
34 24 3.9 3.7 2.6 2.0 9.0 7.0
Percentile of net worth
Lessthan 25................... . 10.8 125 13.9 12.5 9.3 10.8 16.2 10.6
25-499....... - 17.1 18.0 19.3 17.3 18.3 18.5 19.5 19.4
50-74.9....... 17.7 17.4 17.7 16.3 18.2 18.3 19.9 17.9
75-89.9. 14.2 13.6 14.5 15.1 15.6 15.0 17.8 16.3
90-100 .....viriii 10.4 8.9 10.0 7.3 13.4 12.6 14.7 10.9
Housing status
OWNEr ...t . 16.0 15.2 15.8 135 18.9 19.7 21.1 19.2
Renter or other................. . 6.9 7.3 7.5 6.8 6.8 7.4 10.2 7.7

payments as one and counts families instead of balSUMMARY
ances or accoungs.Over the 1998-2001 period, the
survey shows an overall decline in the proportion ofThe median and mean values of net worth of families
debtors who were sixty or more days late with theiras a whole grew substantially from 1998 to 2001 but
payments on any of their loans in the preceding yearnot for all demographic groups distinguished in this
the share of such families fell 1.1 percentage pointsfeport. Among groups defined by education of the
to 7.0 percent. family head, net worth rose only for the groups at
Although the measure also declined over mosthe opposite extremes: families headed by persons
demographic groups, the exceptions are interestingvithout a high school diploma or its equivalent and
For families with incomes in the lowest 20 percent of families headed by persons with at least a college
the distribution, the percent late rose 0.5 percentagdegree. The net worth of nonwhite or Hispanic fami-
point; for families headed by persons aged less thaties barely moved at the median, and the increase in
35, it rose 0.8 percentage point; for families with netthe mean was notably below that of other families.
worth in the lowest 25 percent of that distribution, Although equity markets declined further after the
it rose 1.6 percentage points; and for renters it rossurvey was completed, a sensitivity analysis suggests
1.2 percentage points. Thus, debt repayment probthat with equity prices as low as they were in October
lems appear to exist for some groups despite th€002, both median and mean family net worth still
apparent lack of obvious patterns in the distributionexceeded their levels in 1998.
of payments relative to income for the same groups. Accounting for the various ways in which families
The explanation may be the use of a lagged value ofmight own publicly traded corporate equities, the
income in the ratio of payments to income; for fami- share of families owning any exceeded 50 percent
lies with late payments, income may have deteriodin 2001. At the same time, the median holding of
rated subsequently. families with equities rose more than one-fourth.
Although managed assets, such as annuities, trusts,
and managed investment accounts, are not owned by

32. In addition, the aggregate measures cover only certain loar®t Iarge_ _Sha'je of the population—less th_an 7 percent
types. of families in 2001—a large increase in both the
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14.—Continued

Percent
Family Families with ratios greater than 40 percent Families with any payment past due sixty days or more
characteristic

1992 ‘ 1995 ‘ 1998 | 2001 1992 ‘ 1995 ‘ 1998 ‘ 2001
All families .................... . 10.8 10.6 12.8 11.0 6.0 71 8.1 7.0
Percentile of income
Lessthan 20................... . 26.4 26.2 28.2 27.0 11.0 10.2 12.9 13.4
20-39.9. ... . 15.1 16.0 17.2 16.0 9.3 10.1 12.3 11.7
40-59.9.. . 10.1 8.1 15.3 11.7 6.9 8.7 10.0 7.9
60-79.9.. 7.6 7.1 8.6 5.6 4.4 6.6 5.9 4.0
80-89.9.. 2.9 4.6 3.4 35 18 2.8 3.9 2.6
90-100 .. 25 2.0 2.6 2.0 1.0 1.0 1.6 13
Age of head (years)
Lessthan35................... . 10.5 11.4 11.8 10.8 8.3 8.7 111 11.9
3544 . 11.5 9.3 11.8 9.4 6.8 7.7 8.4 5.9
A5-54 ..o . 10.0 10.6 115 10.9 5.4 7.4 7.4 6.2
55-64 ... . 14.3 14.4 13.9 12.2 4.7 3.2 7.5 7.1
6574 ..o . 7.4 7.8 175 13.9 1.0 5.3 3.1 15
75andmore................... . 8.7 7.4 20.9 14.3 1.8 5.4 1.1 .8
Percentile of net worth
Lessthan 25................... . 9.5 9.5 11.8 10.3 14.4 145 16.1 17.7
25-49.9. ... . 11.9 11.4 15.1 13.3 5.5 8.2 9.8 7.2
50—-74.9. ... i . 11.8 11.0 12.4 10.5 3.1 4.4 55 3.6
75-89.9. ... . 9.9 9.2 11.6 10.6 2.3 24 1.0 .8
90-100 ... ..cviiiiiiii . 9.6 115 11.1 8.4 1.8 7 2.4 3
Housing status
OWNEr ..o . 13.6 13.0 15.8 13.9 3.6 51 6.1 4.3
Renter or other................ . 4.7 5.1 53 35 111 115 12.8 14.0

NotEe. The aggregate measure is the ratio of total debt payments 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 levelAPPENDIX SURVEYPROCEDURES AND
of their holdings served to push up their share ofSTATISTICALMEASURES
total financial assets. The homeownership rate grew
1.5 percentage points from 1998 to 2001, and théetailed documentation of the SCF methodology is
typical home value rose more than 12 percent. Noneavailable elsewher The 2001 data used here are
theless, the growth of financial assets outpaced otheaterived from the final internal version of the sur-
assets as a share of total assets. vey information. Data from this survey, suitably
The percent of families with any sort of debt went altered to protect the privacy of respondents, along
up about 1 percentage point, and median debt fowith additional tabulations of data from the sur-
debtor families rose almost 10 percent. Even so, theeys beginning with 1989, will be available in Febru-
growth of assets was faster than the growth of debtary 2003 at www.federalreserve.gov/pubs/oss/oss2/
and the aggregate leverage ratio consequentlgcf200lhome.html. Links to the data used in this
declined. Debt payments relative to income showedrticle for earlier periods are available on that site.
broad signs of decline over demographic groupsResults reported in this article for earlier surveys may
However, increased problems with late payments fodiffer from the results reported in earlier articles
a few groups suggest they face more serious credibecause of additional statistical processing, correc-
distress. tion of data errors, revisions to the survey weights,
Median and mean incomes rose substantially frontonceptual changes in the definitions of variables
1998 to 2001, but as in the case of net worth, theraised in the articles, and adjustments for inflation.
were very different growth rates for various demo-
graphic groups. The income data show particularl

i i _ 33. See Arthur B. Kennickell, “Wealth Measurement in the Survey
strong returns to education. Families headed by perof Consumer Finances: Methodology and Directions for Future

sons with a _College degree had S_U_bStantia”y largeResearch,” www.federalreserve.gov/pubs/oss/oss2/method.html (May
increases in income than other families. 2000), and references cited in that paper.
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As a part of the general reconciliations requiredniques for random sampling. First, a standard multi-
for this article, the survey data were compared withstage area-probability sample (a geographically based
many external estimates, a few of which are mentandom sample) is selected to provide good coverage
tioned in the text. Generally, the survey estimatesof characteristics, such as home ownership, that are
correspond fairly well to external estimates. Onebroadly distributed in the population.
particularly important comparison is between the Second, a supplemental sample is selected to dis-
SCF and the Federal Reserve’s flow of fundsproportionately include wealthy families, who hold
accounts for the household sector. This comparisom relatively large share of such thinly held assets
suggests that when the definitions of the variables iras noncorporate businesses and tax-exempt bonds.
the two sources can be adjusted to a common conce|@alled the list sample, this group is drawn from a list
tual basis, the estimates of totals in the two systemsf statistical records derived from tax returns. These
tend to be close. The data series in the SCF and in theecords are used under strict rules governing confi-
flow of funds accounts usually show very similar dentiality, the rights of potential respondents to refuse
growth rates$# In general, the only data from the SCF participation in the survey, and the types of informa-
that can be compared with those of other surveys aréon that can be made available. Individuals listed
the medians because of the special design of the Sy Forbesmagazine as being among the wealthiest

sample. 400 people in the United States are excluded from
sampling.

Of the 4,449 interviews completed for the 2001

Definition of Family in the SCF SCF, 2,917 were from the area-probability sample,

and 1,532 were from the list sample; the figures for
The definition of “family” used throughout this 1998 are 2,780 from the area-probability sample and
article differs from that typically used in other gov- 1,519 from the list sample. The 1998 survey repre-
ernment studies. In the SCF, a household unit isents 102.6 million families, and the 2001 survey
divided into a “primary economic unit” (PEU)—the represents 106.5 million famili€s.
family—and everyone else in the household. The
PEU is intended to be the economically dominant
single individual or couple (whether married or liv- The Interviews
ing together as partners) and all other persons in
the household who are financially interdependentOnly minor changes to the SCF questionnaire have
with that person or those persons. In other governbeen made since 1989, and then only in response
ment studies—for example, those of the Bureau oto financial innovations or to gather additional infor-
the Census—an individual is not considered a familymation on the structure of family finances. Thus, the
This report also designates a head of the PEU, naflata obtained by the five surveys conducted over this
to convey a judgment about how an individual fam- period are highly comparable.
ily is structured but as a means of organizing the data The generosity of families in giving their time for
consistently. If a couple is economically dominant ininterviews has been crucial to the SCF. In the 2001
the PEU, the head is the male in a mixed-sex coupl&SCF, the median interview required about eighty
and the older person in a same-sex couple. If a singleninutes. However, in some particularly complicated
individual is economically dominant, that person is cases, the amount of time needed was substantially
designated as the family head in this report. more than two hours. The role of the interviewers
in this effort is also critical. Without their dedication
and perseverance, the survey would not be possible.
The Sampling Techniques The SCF interviews were conducted between the
months of May and December in each survey year
The survey is expected to provide a core set of datédy NORC, a social science and survey research orga-
on family assets and liabilities, The major aspects ohization at the University of Chicago (formerly the
the sample design that address this requirement hawgational Opinion Research Center at the University
been fixed since 1989. The SCF combines two techef Chicago). The great majority of interviews were
obtained in person, although interviewers were

34. For details on how these comparisons are structured andllowed to conduct telephone interviews if that was
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/ 35. The 1992 survey represents 95.9 million families, and the 1995
oss2/method.html, October 2000. survey represents 99.0 million families.
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more convenient for the respondent. In the surveysound were holders of an unusual asset or liability or
beginning with 1995, interviewers used a programwere members of a demographic group in which such
running on laptop computers to administer the surveyholdings are rare. These weight adjustments are likely
and collect the data. to make the key findings in this article more robust.
The use of computer-assisted personal interview-
ing has the great advantage of enforcing systematic
collection of data across all cases. The computeSources of Error
program developed to collect the data for the SCF
was tailored to allow the collection of partial informa- Errors may be introduced into survey results at many
tion in the form of ranges whenever a respondenstages. Sampling error—the variability expected in
either did not know or did not want to reveal an exactestimates based on a sample instead of a census—is a
dollar figure. particularly important source of error. Such error can
The response rate in the area-probability sample ibe reduced either by increasing the size of a sample
more than double that in the list sample. In both 1998or, as is done in the SCF, by designing the sample
and 2001, about 70 percent of households selectefd reduce important sources of variability. Sampling
for the area-probability sample actually completederror can be estimated, and for this article we use
interviews. The overall response rate in the listreplication methods to do so.
sample was about 30 percent; in the part of the list Replication methods draw samples from the set of
sample likely containing the wealthiest families, theactual respondents in a way that incorporates the
response rate was only about 10 percent. Analysis dmportant dimensions of the original sample design.
the data confirms that the tendency to refuse particitn the SCF, weights were computed for all the cases
pation is highly correlated with net worth. in each of the selected replicates. For each statistic
for which standard errors are reported in this article,
the weighted statistic is estimated using the replicate
Weighting samples, and a measure of the variability of these
estimates is combined with a measure of the variabil-
To provide a measure of the frequency with whichity due to imputation for missing data to yield the
families similar to the sample families could be standard error. The estimation of the standard errors
expected to be found in the population of all families, reported in this article employed a variation on the
an analysis weight is computed for each case accounprocedure used to compute the corresponding esti-
ing for both the systematic properties of the samplemates reported in earlier articles on the survey; this
design and for differential patterns of nonresponsevariation concerns an adjustment made in the merg-
The SCF response rates are low by the standardsg of the area-probability and list sample observa-
of other major government surveys. However, unliketions within each replicate sample, and it has the
other surveys, which also almost certainly haveeffect of moderating the effects of situations in the
differential nonresponse by wealthy households, theeplicate samples that would not have been allowed
SCF has the means to adjust for such nonresponse. iA the actual sampl#.
major part of SCF research is devoted to the evalua- Other errors include those that interviewers may
tion of nonresponse and adjustments for nonresponsatroduce by failing to follow the survey protocol or
in the analysis weights of the survesy. misunderstanding a respondent’s answers. SCF inter-
For this article, the weights of a small number of viewers are given lengthy, project-specific training to
cases have been further adjusted to diminish theninimize such problems. Respondents may introduce
possibility that the results reported could be undulyerror by interpreting a question in a sense different
affected by influential observations. Such influentialfrom that intended by the survey. For the SCF, exten-
observations were detected with a graphical techsive pretesting of questions and thorough review of
nique that allows inspection of the weighted distri- the data tends to reduce this source of error.
bution of the underlying data. Most of the cases Nonresponse—either complete nonresponse to the
survey or nonresponse to selected items within the

— o survey—may be another important source of error.
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, “Revisions to the SCF Weighting Methodology: Accounting ~ 37. For more information on the revised standard error estimates,

for Race/Ethnicity and Homeownership” (Board of Governors see Arthur B. Kennickell, “Revisions to the Variance Estimation

of the Federal Reserve System, December 1999), available aProcedure for the SCF” (October 2000), at www.federalreserve.gov/

www.federalreserve.gov/pubs/oss/oss2/method.html. pubs/oss/oss2/method.html.
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As noted in more detail above, the SCF uses weighteal methods to impute missing data; the technique
ing to adjust for differential nonresponse to the sur-used makes multiple estimates of missing data to
vey. To address missing information on individual allow for an estimate of the uncertainty attributable to
questions within the interview, the SCF uses statistithis type of nonresponse. O



