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Pretace

For many years sample surveys of con-
sumer wealth and saving have provided val-
uable information about the distribution of
wealth in our economy and about the fac-
tors influencing consumer saving behavior.
At the same time the shortcomings of sur-
vey data have been widely recognized. Sug-
gestions for improving consumer financial
data obtained through surveys have centered
around two problems: (1) the appropriate
sample design to measure economic magni-
tudes as highly concentrated as wealth and
financial assets and (2) methods of collect-
ing data designed to maximize accuracy
of response.

In the mid-1950’s a committee on saving
statistics established by the Board of Gov-
ernors of the Federal Reserve System at the
request of the Joint Committee on the Eco-
nomic Report made many recommendations
for improving cross-section saving data. In
early 1960 the Board’s staff began a pro-
gram to implement two important recom-
mendations of the committee. First, the
Board contracted with the Bureau of the
Census to design a sample that would in-
clude a large number of relatively wealthy

consumer units and at the same time be
representative of all units in the United
States. And secondly, a number of pilot sur-
veys were made to determine whether or not
wealthy consumers would cooperate in such
an undertaking, assuming that an appropri-
ate sample design could be developed.

The first pilot survey, carried out in the
spring of 1960, used questionnaire forms
developed jointly by the Board’s staff and
the staff of the Survey Research Center of
the University of Michigan. Enumeration
was carried out by the Center’s staff. That
survey suggested various improvements in
questionnaire design and field procedures
that were incorporated in a second pilot sur-
vey conducted in the fall of 1960 by the
Census Bureau.

The results of the pilot surveys were suffi-
ciently encouraging that the Board author-
ized the Survey of Financial Characteristics
of Consumers. The Survey was conducted
in the spring of 1963 by using Census in-
terviewers and the special sample design
developed by the Census Bureau. The Sur-
vey covered in great detail the assets and
debts of consumers as of December 31,



1962, and the income that they had re-
ceived during 1962.

Respondents were interviewed again in
the spring of 1964 to obtain data on their
saving during 1963. The wealth data pre-
sented in this report incorporate corrections
that respondents made when they were re-
interviewed for the saving survey. The sav-
ing data from the Survey of Changes in
Family Finances will be presented in a sepa-
rate report.

The first stage of data processing was
undertaken by the Census Bureau. The Con-
sumer Credit and Finances Section of the
Board’s Division of Research and Statistics
in collaboration with the Division of Data
Processing completed the processing and
tabulation of the data.

The basic results of the Survey are pre-

sented in tables of detailed data on asset
holdings by various groupings of consumer
units. As a result of the special sample de-
sign, it is possible to present data not hereto-
fore available on the composition of wealth
of consumer units in upper-income and
upper-wealth classes and on holdings of cer-
tain types of financial assets.

The Board wishes to express its appre-
ciation to respondents throughout the
country who supplied the detailed informa-
tion asked for in the Survey questionnaires,
both in 1963 and in 1964. The Board also
wishes to acknowledge the contribution of
the Census Bureau. It is hoped that the de-
tailed data on consumer financial char-
acteristics available in this report will
contribute to greater understanding of
consumer behavior.
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Introduction

This report presents data on the size and
composition of wealth of the civilian non-
institutional population of the United
States on December 31, 1962." The analy-
ses deal with the determinants of size of
wealth, the components of wealth and debt
and their diffusion throughout the popula-
tion, the changes in composition of wealth
as wealth increases, and the variation in
patterns of ownership among consumer
units of differing characteristics.

The Survey differed markedly from other
consumer surveys as to sample design in
that segments of the population expected
to have sizable amounts of wealth were
sampled at much higher rates than the
remaining population. The importance of
such differential sampling rates is illustrated
as follows: the total of 2,557 consumer
units covered in the Survey would have

1 A brief report, published in the Federal Reserve Bulletin
for March 1964, pp. 285-93, presented some highlights from
the Survey based on preliminary data that had not been sub-
jected to statistical review. The review has now been com-
pleted, and corrections that were supplied by respondents in-
terviewed again in the spring of (964 for the Survey of
Changes in Family Finances have been incorporated in the
data. The tables in this report supersede those published in
March 1964.

The preliminary data were also used in Dorothy S. Pro-
jector, “Consumer Asset Preferences,” The American Economic
Review, May 1965, pp. 227-51. Section 4 of this report pre-
sents revised and expanded data on this subject.

included about 50 units with wealth of
$100.000 or more if uniform sampling
rates had been used, and very few of these
would have had as much as $500,000.
Actually, interviews were completed with
532 units with wealth of $100,000 or
more, and 245 of these had $500,000 or
more in wealth. As a result, the Survey
supplies data not hitherto available about
the size and composition of wealth of the
upper income and wealth groups.

The Survey data, appropriately weighted,
provide wealth estimates for the civilian
noninstitutional population of the United
States and for groups within the popula-
tion. In Basic Tables A 1 through A 43,
data are presented for consumer units classi-
fied by income, level of wealth, age, and em-
ployment status of head. The number of
consumer units interviewed in each group
is shown in Table A 35. For some groups
the number of cases is small, but the data
are shown so that they will be available for
additional analyses. The distribution of the
Survey population, which is shown in Table
A 36, provides the weights for combining
groups.

The consumer units of this Survey are
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the total of families and unrelated indi-
viduals as defined by the Census Bureau.
Each group of two or more persons related
by blood. marriage. or adoption. and re-
siding together, as well as each individual
not living with relatives, is counted as a
consumer unit.

As in all sample surveys, the data are
subject to errors arising from the fact that
they were obtained from a sample rather
than from the total population, from the
refusal of some who were drawn in the
sample to take part in the Survey, and from
errors of response. Comparisons of aggre-
gates that are based on survey means with
aggregates from institutional sources have
often been cited "as evidence of response
bias in survey estimates. Such comparisons
must, of course, be interpreted carefully.
Even a finding that survey and institutional
aggregates agree does not imply absence of
error.

Comparison of aggregates based on this
Survey with those from institutional sources
as presented in the Federal Reserve flow of
funds accounts indicates that the under-
reporting of liquid assets and instalment
debt that has characterized other financial
surveys is also a problem in this Survey.
For the various types of marketable securi-
ties comparison of the aggregates is less
conclusive with respect to response bias. It
is possible that the combination of sample
design, detailed questions on stock and
other securities, and the valuation method
resulted in estimates of greater reliability
and with less bias than in past surveys. For
a discussion of the sample design and
evaluation of the data, readers are referred
to the Technical Note on pages 45-62.

The definition of wealth used in this
Survey is the broadest that seemed possible
within the limits of the knowledge people

have or are willing to obtain about their
holdings and of the burden that could be
placed on respondents. The aswets und
debts covered in the Survey were crouped
Into six major components of wealth, which
are distinguished i the analyvsis: homes.
automobiles,  businesses  or  professions.
liquid assets tchecking and savings .ac-
counts and U.S. savings bonds). investment
assets  (mainly marketable sccuritics. in-
vestment real estate, and mortgages), und
a miscellaneous group consisting largely of
assets held in personal trusts. Assets were
valued, for the most part. at market value.
The extent to which this rule was not
feasible for some assets and the problems
encountered, as well as the definition of
assets and debts, are discussed in the
Technical Note.

An effort to obtain information about
equity in life insurance, annuities, and
retirement funds resulted in such unsatis-
factory data that they were omitted from
the wealth totals. Many participants could
not make even approximate estimates.
Moreover, review of the data that were
supplied, and especially comparison of
values reported in the first and follow-up
Surveys, showed that estimates given were
less reliable for these assets than for other
forms of wealth. The limited information
available is presented in Table A 31.

A listing of other items that students of
wealth might wish to have included sug-
gests how great the burden of supplying
value estimates would have been, especially
for respondents in the upper wealth groups.
Some of these items are: household equip-
ment, furniture, clothing, boats, sports
equipment, jewelry, collections of art,
coins, stamps, and the like.

The definition of wealth used in the
Survey is an equity concept, in that debts
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secured by assets included in the wealth
estimate were deducted from the values of
the assets. Three-quarters of the debt thus
deducted represented mortgages on owned
homes. Debts secured by automobiles, mar-
ketable securities, and investment real
estate  also were deducted where they
occurred, but the aggregate amounts were
much smaller than for home mortgages.
The values for businesses and professions
are equities, but debts of businesses are not
included in the concept of debt of con-
sumers used in this report. The remaining
types of wealth—Iliquid assets and miscel-
laneous assets—did not serve as security
for debt.

The value of assets covered in this
Survey, minus the debts secured by these
assets, when added together provide an
estimate of total wealth for each consumer
unit. Among units, 10 in 100 had either no
equity in any of the assets covered in the
Survey or negative equities,” and 16 in 100
had equities ranging from S1 to $999. The
chart on page 6 summarizes the distribu-
tion of consumer units by the amount of

2 In a few instances a debt against an asset was larger than
the value the respondent put on that asset. resulting in negative
equity for that asset and. except when positive equities in
other ussets compensated, negative wealth. For 2 per cent of
all units the wealth estimate was negative. The proportions of
consumer units shown in the tables as having equities are the
proportions owning cach of the assets. including those with
negative equities.

their wealth. For example. using the verti-
cal scale at the left, 26 per cent had wealth
of less than $1,000: using the scule at the
right, 74 per cent had S1.000 or more in
wealth. The median or midpoint in the
wealth-distribution was $6.721[.

Many consumers owed debts other than
those secured by the assets that muake up
the wealth total for the Survev. For u
measure of each consumer unit’s net worth,
these unsecured debts were deducted from
the wealth estimate.

Examples of unsecured debts covered by
the Survey are instalment debt for goods
other than automobiles, home repuir and
modernization loans, debt on life insurance.
revolving credit accounts. and personal
noninstalment debt. Debt of this sort,
though small in comparison with home
mortgage debt and with total weualth. was
reported fairly often. Instalment debt for
purchases other than automobiles. for
example, was owed by 4 in 10 units.

Because of the unsecured debts of a few
units with little or no wealth, the distribu-
tion of consumer units by their net worth
shows more in a negative position than
does the distribution by the amount of their
wealth (see Tables A 1 and A 2). Other-
wise, conclusions drawn from distributions
by net worth and by wealth ure generally
the same.



Determinants of
Size of Wealth

As may be seen from Chart 1 on page 6,
variation among consumer units in the size
of their wealth is large. For most consumer
units the amount of wealth owned at any
point in time is the result of the size and
composition of past saving. Only 1 in 20
units in the Survey reported that an inherit-
ance accounted for a substantial portion of
its present wealth. Thus the factors affect-
ing the size of saving are relevant in a study
of differences in size of wealth.

Available studies show that the most
important factors explaining the size of
current saving are income and age.’ While
there are different formulations of the rela-
tion between size of saving and size of
income and much controversy as to the
interpretation of the relation, all empirical
work has found that consumer units with
larger-than-average current incomes also
have larger-than-average amounts of cur-
rent saving, and vice versa. That is to say,
current saving and current income are
positively correlated.

The relation between current saving and

A review of the pertinent literature is given in- Robert
Ferber. “Rescarch on Household Behavior,” American Eco-
nontic Review, March 1962, pp. 19-63.

age is more complicated, and the inclusion
or exclusion of consumer durable goods
makes a considerable difference in the rela-
tion. Nevertheless, empirical work has
found the highest rates of saving—that is,
proportions of income saved—among con-
sumer units in the middle of the age range
and a tendency toward lower rates as con-
sumer units become older and draw down
their reserves.

The size of wealth reflects not only the
total amount of past accumulation but also
the form in which saving was invested. For
consumer units who over their lifetime had
placed their entire savings in liquid assets,
for example, wealth on December 31, 1962,
was simply the sum of their past accumula-
tion. For consumer units who had placed a
substantial portion of their current saving in,
say, corporate stock, wealth on December
31, 1962, might have varied considerably
from the sum of past saving because cor-
porate stock was valued at market prices
prevailing on December 31, 1962.

Because of the relation between wealth
and past saving—both size and composi-
tion—factors such as income history, age
of the head, and composition of past saving
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CHART 1 Distribution of Consumer Units by Amount of Wealth, December 31, 1962
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of the consumer unit would be important
in explaining differences in the size of
wealth. The Survey provides information
on age of head and on current income. The
latter variable might be viewed as a proxy
for past income on the assumption that one
might expect those with larger-than-average
current incomes to have had larger-than-
average past incomes.

That there is a strong positive relation
between size of wealth and size of current
income may be seen in Table A 8. Average
wealth is estimated to be about $7,600 for
consumer units with incomes less than
$3,000 and is larger for each successive
income level, reaching well over $1,000,000
for those with incomes of $100,000 and
over. The relation between wealth and age
is also positive for units with head less
than 65 years of age. The wealth of young

units—head under 35—for example, was
about $6,300 on the average, while that for
units in the 55 to 64 age group was more
than five times that amount. For units
headed by persons 65 and over, the average
wealth of about $31,000 was smaller than
the average for the 55 to 64 age group, but
was still substantially larger than the aver-
age of $21,000 for all units.

Table A 8 also shows the relation be-
tween wealth and income within broad age
groups and within employment status
groups. A strong positive relation between
wealth and income may be seen in each
age group and in each employment group.
The use of employment status in an ex-
planation of size of wealth may seem
somewhat tautological because most self-
employed units have business wealth. The
basic argument is that the concept of
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wealth used in the Survey has probably
resulted in differences between self-em-
ployed units and other units that would not
exist if a more comprehensive measure had
been possible. For example, many salaried
persons have rights in retirement plans,
which have not been included in total
wealth.

A multiple regression was used to
examine the relation between wealth and a
group of variables consisting of income,
age, employment status, and inheritance
status. The R*® statistic from the multiple
regression is widely used as a summary
measure of the success of the group of
factors in accounting for differences in the
dependent variable—in this case, wealth.

The function used to describe the rela-
tion between wealth and income is of the
form

w=ay

Examination of graphs of group means—
mean wealth plotted against mean income
for each of the age and the employment
groups shown in Table A 8—suggested that
this function would describe the relation
reasonably well. To express the relation be-
tween age and wealth, dummy variables,
which have the value one if the respondent
has a particular attribute and zero other-
wise, were introduced into the multiple re-
gression. The employment status variable
required both a dummy variable to express
the fact that at most income levels the
wealth of the self-employed was greater than
that of the salaried group and an interaction
term to express the fact that the relation be-
tween wealth and income differed among
employment status groups. Interaction terms
for the age groups did not seem to be neces-
sary. This was confirmed by the fact that,

when they were introduced into the multiple

regression, they were found to have quite
large standard errors.

The results of the multiple regression
are shown in Table 1.* The combination of

TaBLE 1

MULTIPLE LINEAR REGRESSION OF ToTaL WEALTH
(IN LOGARITHMS) ON INCOME, AGE,
EMPLOYMENT STATUS, AND INHERITANCE STATUS

lndepgndem Regression Standard error
variable coefficient  of coefficient
Constant term —-3.59 n.a.
Income
y1= logarithm of income 1.74 .07
Age of head
ya=1 1 35 —~ 44; 0 otherwise .35 .06
yi= 1 if 45 - 54; 0 otherwise .48 .06
ye=1if 55 - 64; 0 otherwise .74 .07
ye=1 if 65 and over; O otherwise 1.07 .08

Employment status of head!
ye=1 if self-employed; 0 otherwise 4,44 .54
yr=1 if other; 0 otherwise 2

Inheritance status
ys=1 if inheritor; 0 otherwise .50 .06

Interaction between income and
employment status !

o= logarithm of income -.97 .14
if self-employed;
0 otherwise

yio=logarithm of income -.75 Lt

if other; 0 otherwise

n.a. Not available.

1 The employment status group whose coefficients are omitted
consists of units with head employed by others. The group desig-
nated as “‘other’ consists of units with head retired, units with head
under 65 reporting no work experience during 1962, and units whose
occupation was not ascertained.

income, age, employment, and inheritance
status account for 38 per cent of the vari-
ability in the size of wealth (the logarithms
of wealth), as shown by the R? statistic in
the table. All of the coefficients are many

+ The regression is weighted and the standard errors have
been computed in accordance with the model described by
L. R. Klein, Econometrics (Evanston, Ill.: Row, Peterson and
Co., 1956), p. 308. The estimation procedure does not take
into account the sample design so that the sampling errors
of the regression coefficients should be viewed as rough approxi-
mations of the true standard errors.

Cases with negative wealth and negative income have been
omitted from the regression. Cases with zero weaith were con-
sidered to have $1 of weaith—that is, the logarithms of wealth
for these cases entered the regression as zero. To avoid pro-
liferation of dummy variables, self-employed farmers have
been included with nonfarm self-empioyed and farm laborers
with the nonfarm salaried group. Hence, the employment
groups of the regression differ from those shown in Table A 8,
because the groups shown in that table are confined to nonfarm
units.



Diffusion of Wealth and Debt
Among
Income and Age Groups

A major difference among the several
forms of consumer wealth—own homes,
automobiles, businesses. und the various
kinds of liquid and investment assets—is
the extent to which ownership is general
throughout the population. Some, such as
liquid assets, homes, and automobiles, are
owned by well over half of all consumer
units, whereas others, such as publicly
traded stock, investment real estate, and
equities in businesses and professions, are
owned by fewer than one-fifth. An asset
such as a checking account. which is owned
by 59 per cent of consumer units, is usually
also widely held in each income and age
group; for example, ownership ranges from
34 per cent in the lowest income class to
99 per cent in the top income class. Con-
versely, for an asset such as stock, which is
owned by 16 per cent of all units, owner-
ship varies more widely by income groups,
from 7 per cent at the lower end of the
income range to 97 per cent at the top
(Tables A 8 and A 10).

The charts on page 10 and 11 present
measures of the diffusion of wealth, debt,
and their components that combine the fre-

quency with the value of each asset or
debt. The measure is the share of the ag-
gregate value of each asset or debt held by
each segment of the income distribution.’
The diffusion of total wealth and total debt
is shown on page 10 and of the compo-
nents of wealth and debt on page 11. In
these charts, the lines least bent to the
right—for example, home ownership equity
—represent those assets that are most widely
diffused among income groups. The lines
most bent to the right—for example, mar-
ketable securities other than stock—repre-
sent the assets with ownership least widely
diffused among income groups. In general,
those assets that are most widely held in
the population also tend to show the widest
diffusion by this measure.

These charts permit comparisons among
various kinds of assets and debts as to
their diffusion, but not comparisons of

s For these charts consumer units have been arrayed by in-
come, rather than by holdings of each asset type, as in the usual
form of the Lorenz curve. Such curves have been described as
**hybrid Lorenz curves” by Hainsworth. See G. B. Hainsworth,
“The Lorenz Curve as a General Tool of Economic Analysis,”
The Economic Record, Melbourne, Australia: Melbourne Uni-
versity Press. September 1964, pp. 426-41.

Also see M. O. Lorenz, “Methods of Measuring the Con-

centration of Wealth,”” Quarterly Publication of the Ainerican
Statistical Association, June 1905,
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their ~size. For exumple, total wealth and
total debt are. in broud terms. stmilar as to
their diffusion over the imcome range. but
total wealth Iv ut least five times us large as
total debt. Similarly, publicly traded stock
and other murketable securities ure much
alike as to their income diffusion. but total
cquity in stocks is much larger than cquity
in other marketable sccurities. In this see-
tion cach type of asset and debt thut makes
up the estimate of wealth is discussed in
terms of both its relative importance as u
share of total weualth and its ditfusion
throughout income and age groups in the
population.

CHART 2 Income Diffusion of Wealth and Debt - and of

W TOTAL DEBT

PER CENT OF CONSUMER UNITS ARRAYED BY INCOME

OWN HOME

For the population as a whole, equity in
owned homes accounts for a larger share of
total wealth than any other asset covered
by the Survey. Of total wealth, 27 per cent
was owners’ equity in their homes (see page
21). Equity in owned homes was reported
by 57 per cent of all consumer units, These
equities represent the owners’ estimates of
the market value of their homes at the end
of 1962, minus the amounts of mortgage
debt then owed. Included in these reports
were values' and mortgages for vacation
homes as well as for principal residences.
Mortgage debt was reported by 33 per
cent of all consumer units (Table A 14).
Or to put it another way, 57 per cent of all
consumer units had equities in owned
homes and 42 per cent of these owned
homes free of mortgage debt.

Home ownership was widely diffused
throughout the population, measured both
by the proportion having some investment
and by the diffusion of this investment
among income groups. For example, the

30 per cent of the population of consumer
units with the lowest incomes held 17 per
cent of the total home ownership equity
compared with 12 per cent of total wealth.
This diffusion is explained in part by the
relatively high home ownership rates in the
lower income brackets.

The diffusion of mortgage debt among
income groups also explains why the lower
income groups hold a larger share of ag-
gregate home ownership equity than of
most other forms of wealth. Such mortgage
debt is comparatively infrequent in the
lower income groups, with 40 per cent of
the units with incomes below $3.000 own-
ing homes but [0 per cent owing mortgage
debt. As a result, the 30 per cent of the
units with the lowest incomes owed 5 per
cent of total mortgage debt.

Differences in the age composition of in-
come groups contribute to the diffusion of
home ownership equity throughout the in-
come scale. The relatively high ownership
rates and especially the low incidence of
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the Components of Wealth and Debt

WEALTH

— OWN HOME
AUTOMOSILE
— L GUD AGSETS
- SUSINESS PROFESS'CN
NVYESTMENT ASSETS

LIQUID ASSETS

— SAVINGS ACCOQOUNTS
U S SAVINGS 3ONDS
— CHECKING ACCOUNTS

DEBT

INVESTMENT ASSETS

BUS'NESS NOT MANAGED BY UNIT
— MORTGAGE ASSETS NSTALMENT
+ REAL ESTATE N — NONINSTALMENT
- PUBLICLY TRADED STOCK . -
= WARKETABLE SECURITIES OTHER do RS AL
THAN STOCK INVESTMENT ASSETS

PERSOMAL DEBT

PER CENT OF CONSUMER UNITS ARRAYED BY INCOME

mortgage debt at the lower end of the in-  there. Older units are very likely to own-
come distribution are the result of the  homes and especially to own them free of
concentration of older consumer units debt, even in the low-income brackets.

AU TOMOBILE

Of the total population covered in the Sur-  the total wealth reported, 3 per cent was
vey, 73 per cent owned one or more auto-  equity in automobiles. Only in the groups
mobiles and 27 per cent reported auto-  with small amounts of wealth would the
mobile debt. In spite of widespread estimate of total wealth have been much
ownership, the value of equity in auto- affected if automobiles had been omitted.

mobiles—that is, market value less auto- Wealth in the form of equity in auto-
mobile debt—amounted to very little com-  mobiles is more widely diffused along the
pared with the other forms of wealth. Of  income distribution than are many forms of
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TABLE 2

PERCENTAGE DISTRIBUTION OF WEALTH AMONG AGE GROUPS, DECEMBER 31, 1962

Business, i .
Age of head of Total . Own ,  Auto- | profession | Liquid . Investment Miscel-
consumer unit wealth ¢ home | mobile | (farm and 1 assets |  assets laneous
nonfarm) | ! | assets
Allunits............... 100 100 100 100 100 100 100
Under 35............... 7 6 1S 4 5 3 40
I5-d44. 16 18 23 20 12 10 28
45-S54. ..ol 22 27 29 28 20 17 12
5564, ... 28 26 21 30 28 R 13
65andover............ 28 23 10 18 35 39 7

Note.—Data from Table A 16.

wealth, but less so than home ownership
equities. The wide diffusion results from
high frequency of automobile ownership in
all income groups and from the fact that
amounts invested show less increase along
the income scale than do most other forms
of wealth. The difference in diffusion be-
tween home ownership and automobile
equities is seen most particularly in the
lower part of the income scale and is ex-
plained by the large proportion of units
with older heads in the lower income groups.
Consumer units with heads 65 years of age
and over are much less likely than other age
groups to own automobiles, and ownership
rates are especially low among older units in
the lowest income brackets.

LIQUID .

Holdings of liquid assets are almost as
widely diffused throughout the population
as are home ownership equities; the 30
per cent of the population with the lowest
incomes held 16 per cent of the liquid
assets and 17 per cent of the home owner-
ship equity. The proportion of consumer
units having liquid assets was larger than
the proportion owning homes. Liquid asset

Details may not add to totals because of rounding.

Automobiles are characteristically the
investment of young people. More than 8
out of 10 of the units with heads under 35
years of age owned them; and among
young units with little wealth, automobiles
accounted for a substantial share of what
they had. With ownership rates among the
young so much higher than among the old,
the share of aggregate automobile equity in
the hands of the young was greater than for
other assets, except the miscellaneous
group. For example, the 22 per cent of the
consumer units whiose heads were under 35
held 15 per cent of the aggregate automobile
equity whereas they held only 7 per cent
of the total wealth covered by the Survey
(see Tables 2 and A 36).

ASSETS

holdings, however, were frequently small;
30 per cent had some liquid assets but less
than $500, 12 per cent had at least $500
but less than $1,000, 10 per cent had at
least $1,000 but less than $2,000, and 25
per cent had $2,000 or more (Table A 4).
Thus, despite widespread ownership, liquid
assets accounted for only 13 per cent of the
total wealth covered in the Survey—Iess
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than the share in equities in owned homes,
in investment assets, or in business.

Liquid assets of one kind or another are
so generally held that only in the lowest
income group is there an appreciable pro-
portion reporting none of the kinds of
liquid assets covered. At income levels
above $7,500 nearly all consumer units
reported holdings of liquid assets. How-
ever, a decreasing proportion of wealth is
held in liquid form as income increases.
For example, in the lowest income group,
$1 of every $5 of wealth was in liquid form;
toward the middle of the income range, $1
of every $7; and at the upper end of the in-
come range, $1 of every $30.

Liquid asset holdings are especially con-
centrated in the older age groups. Those 65
and older, comprising 19 per cent of all
consumer units, owned 35 per cent of total
liquid assets, compared with 28 per cent of
total wealth. This concentration reflects

BUSINESS AND

Equities in family owned and operated busi-
nesses, professional practices, and farms
accounted for 18 per cent of the total wealth
covered by the Survey. Of all consumer
units, 17 per cent had some such asset.
Respondents were asked to value their
businesses on two bases—book and mar-
ket. For the estimate of wealth the book
value was generally used, with market
value substituted when book value was not
reported. For partnerships and incorpo-
rated businesses the share owned by the
unit was ascertained and applied to the esti-
mate of total business equity to derive the
unit’s share. A key question for partnerships
and closely held corporations was whether a
member of the consumer unit was active in
the management of the business. The data

differences in size of holdings and not in
frequency of ownership, which varied little
among age groups.

About two-thirds of all liquid asset hold-
ings were in savings accounts, with the re-
mainder - divided about equally between
checking accounts and U.S. savings bonds.
Checking accounts were reported by 359
per cent of all consumer units, savings ac-
counts by 59 per cent, and U.S. savings
bonds by 28 per cent (Table A 10).

Funds in checking accounts were more
concentrated in the upper income brackets
than were deposits in savings accounts or
wealth in the form of U.S. savings bonds.
Most units at the upper end of the income
scale had checking accounts, whereas
ownership of U.S. savings bonds or of sav-
ings accounts was less frequent. At lower
income levels, on the other hand, checking
and savings accounts were owned with al-
most equal frequency.

PROFESSION

on equity in business or profession include
only businesses (farm and nonfarm) or
professions in which a member of the con-
sumer unit was actively engaged. If no
members of the unit were active in the man-
agement of the business, equities in closely
held corporations and in partnerships were
counted as investment assets.

Equity in business covered a variety of
circumstances. Examples are: the equip-
ment owned by a truck driver, painter, or
carpenter who is in business for himself;
the value of land, buildings, and equipment
owned by a farmer; the office equipment
owned by a physician, dentist, or lawyer
who maintains his own office; the value of
a manufacturing corporation operated by a
respondent and owned by him and his wife;
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the share of an investment firm owned by a
respondent who is a partner and works in
the business. This variety of businesses ex-
plains the wide diffusion of total equity in
business among income groups. While less
widely diffused than automobile equity,
home ownership equity, or liquid assets,
business equity is not so concentrated in
the upper income classes as are such invest-
ment assets as publicly traded stocks and
other marketable securities. The proportion
of consumer units having businesses in-
creased over the range of incomes, but was
not so frequent in the upper income groups
as was ownership of investment assets.

To have equity in their own businesses is
more characteristic of those in the middle
age groups than it is of those younger or
older. Among consumer units with heads
aged 35-54, 19 per cent had business in-
vestment, and among those 55-64, the
figure was 22 per cent; these compare with
10 per cent for the group under 35 and 13
per cent for those 65 and over. Holdings of
wealth in the form of businesses were es-
pecially concentrated in the 45-54 age
group. This group, comprising 21 per cent
of all consumer units, held 28 per cent of
business equity, compared with 22 per cent
of wealth.

INVESTMENT ASSETS

The several forms of wealth grouped to-
gether as investment assets have in com-
mon the attributes of being less liquid than
checking and savings accounts and U.S.
savings bonds, which have been classified
as liquid assets, and yet of being more
readily available for investment shifts than
are assets tied to ways of living or working.
Whether to own homes and automobiles,
being tied to consumption habits, and
whether to engage in one’s own business or
profession, are presumably subject to dif-
ferent motivations than are decisions to
hold such assets as securities, real estate,
mortgages, and the like.

The forms of wealth grouped as invest-
ment assets are: publicly traded stock,
marketable securities other than stock,
mortgage assets, investment real estate,
business investments not managed by the
unit, and company savings plans. These
assets were valued at market whenever
feasible, and the process is described in the
Technical Note. Debts secured by these
assets have been deducted in deriving the

wealth components. Investment assets were
held by 31 per cent of all consumer units,
and they accounted for 33 per cent of the
total of wealth covered by the Survey.

Investment assets differ from other
major forms of wealth in that holdings are
not widely diffused throughout the popula-
tion. The lower half of the income dis-
tribution held 16 per cent of the investment
assets compared with 29 per cent of liquid
assets and of home equities. Investment
assets were similar to businesses as to con-
centration of holdings in the upper income
groups. The top tenth of the income distri-
bution owned 56 per cent of the business
equity and the same share of the invest-
ment assets.

The share of wealth devoted to invest-
ment assets increased across the income
range from $17 in $100 in the lowest in-
come group to $69 in $100 at the top. The
combination of business and investment
assets accounted for $85 of every $100 of
wealth in the top income group. Breadth
of ownership also varied widely. Only 15
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per cent of all units in the lowest income
group owned an investment asset, whereas
virtually all units in the top group owned at
least one investment asset.

Holdings of investment assets were con-
centrated also among older units. The 37
per cent with heads aged 55 and over
owned 70 per cent of the total of invest-
ment assets compared with 56 per cent of
total wealth.

The several kinds of investment assets
differed considerably as to their diffusion
throughout the population. Holdings of
marketable securities other than stock
were most concentrated in the upper income
brackets. The top tenth of the income distri-
bution of consumer units held more than 80
per cent of the total investment in such
securities, compared with 45 per cent of total
wealth. Ownership of these marketable se-
curities was concentrated also among older
units.

Although publicly traded stocks were

more generally owned than were other mar-
ketable securities, they ranked next after
other marketable securities with respect to
concentration of holdings. The top income
tenth of consumer units owned 62 per cent
of the equity in publicly traded stocks.

On the other hand, investment real
estate, mortgages, and businesses not man-
aged by the unit, although infrequently
held, were not so concentrated at the top
of the income scale as were security hold-
ings. The variety of items included explains
why this is so. Investment real estate,
which is real estate owned by the unit
other than owned homes and real estate
connected with a business or profession,
can be a small holding of land or a home
no longer occupied and now rented, as well
as a sizable real estate investment; mort-
gages can be security for interfamily loans,
the mortgage on a family home that has
been sold, or larger investments made pri-
marily for income yield.

MISCELLANEOUS ASSETS

The forms of wealth classified in the mis-
cellaneous group were relatively unimpor-
tant in the total—5 per cent of the aggre-
gate of wealth covered by the Survey. Al-
though occurring infrequently, beneficial
interests in trusts were so large that they
accounted for most of the wealth reported

in the miscellaneous category (Table A
9). Interests in trusts were especially con-
centrated in the youngest group of con-
sumer units. Loans to individuals outside
the consumer unit that were not secured by
mortgages were somewhat more frequent,
but small in average size.

DEBT

Most (88 per cent) of the debt owed by
consumer units was secured by assets that
were counted in the wealth estimate for
this Survey-—homes, automobiles, securi-
ties, and investment real estate (Table
A 14). Sixty-six per cent of the total debt
consisted of balances on home mortgages.
Loans secured by investment real estate

accounted for 11 per cent of the total debt,
and automobile debt for 8 per cent. Debt
secured by stocks and bonds accounted
for 3 per cent of the total. For the esti-
mates of wealth, these debts were deducted
from the value of each asset that served as
security. Hence, estimates of investment
before deduction of debt may be obtained
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from the Basic Tables by adding debts to
equities.

Debt not secured by the assets covered
in the Sutvey accounted for 12 per cent of
the debt reported. The largest share of this
unsecured debt was personal noninstalment
debt, which includes a variety of kinds of
debt, for example, informal debt arrange-
ments as between relatives and friends, and
the occasional unsecured debt of a con-
sumer unit with substantial assets. Next
largest in total amount was instalment debt
for purchases other than automobiles, such
as household goods, clothing, and services
bought on the instalment plan. Debt on
life insurance made up the remainder; like
instalment debt on household durable
goods, it has been treated as unsecured
debt because the related assets were not
counted in the wealth estimate for the Sur-
vey. All of these unsecured debts were de-
ducted in arriving at estimates of net
worth, but were not deducted in deriving
the wealth estimates.

To owe debt of some kind was a general
practice; two-thirds of all consumer units
reported debts of one kind or another.
Debts of less than $1,000 were reported by
22 per cent; of at least $1,000 but less than
$10,000, by 32 per cent; and of $10,000
or more, by 13 per cent (Table A 6).

Although debt and wealth were gener-
ally similar as to diffusion, debt was some-
what less concentrated in the lower portion
of the income distribution than was wealth.
The 30 per cent of the units at the lower end
of the distribution owned 12 per cent of the
wealth and owed 5 per cent of the debt.

The sparsity of debt among lower in-
come units reflects the concentration of
older units at the lower end of the income
distribution. Debt, especially mortgage debt
and personal debt, owed by older units is

much smaller than that owed by younger
groups, as may be seen in Table A [4.

Debt was more concentrated than wealth
in the 40 per cent of the units immediately
above the midpoint in the income distri-
bution. Those ranked between the fifth and
ninth deciles of income owned 34 per cent
of the wealth and owed 54 per cent of
the debt. In the top tenth of the income
distribution, on the other hand, the share of
wealth owned was much larger than the
share of debt owed. This concentration of
debt in the upper middle income classes is
illustrated by the debt situation for units in
the $7,500-%9,999 income group. In this
income bracket, 84 per cent had debt of
some kind; 43 per cent owed at least
$1,000 but less than $10,000; and 27 per
cent owed $10,000 or more.

Wealth and debt differed also as to their
diffusion over age groups, with debt more
concentrated in the younger groups and
wealth more concentrated in the older
groups. The 22 per cent of consumer units
with heads under 35 years of age owned 7
per cent of the wealth and owed 24 per
cent of the debt, whereas the 19 per cent
with heads 65 or older owned 28 per cent
of the wealth and owed 6 per cent of the
debt (see Tables A 16 and A 17).

The several kinds of debt differed as to
diffusion over income groups, with instal-
ment debt most widely diffused. Almost
two-thirds of the instalment debt was on
automobiles. Personal noninstalment debt
was also fairly well distributed over the in-
come range. The income diffusion of debts
secured by owned homes and by invest-
ment assets was in part related to the dif-
fusion of ownership of these assets. Homes
were owned generally throughout the in-
come distribution, but mortgaged homes
were most numerous in the groups just
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above the midpoint of the distribution, re-
sulting in the concentration of home mort-
gage debt there. Debt secured by investment
assets, being limited to those having these
assets, was more concentrated in the upper
income brackets than were other kinds of
debts.

Because drawing on liquid assets is often
considered an alternative to incurring debt,
there is interest in the relationship of the
amounts of personal debt and of liquid
assets. The distribution of units by the
amounts of their personal debt and their
holdings of liquid assets shows that some
consumer units in meeting their consump-
tion requirements have apparently chosen

TABLE 3

PersoNaL DEBT iN RELATION TO
Liouip Assets, DEceMBER 31, 1962

(Percentage distribution of consumer units
with personal debt)

Personal debt is—
All
. 196; units About ‘*
income Smaller | the | Larger
i same |
All units with per-
sonal debt. . ... 100 24 13 63
0-582999........] 100 9 11 80
$3,000 - 4,999....] 100 21 10 69
$5,000 — 7,499....1 100 24 12 64
$7,500 - 9,999....| 100 29 15 56
$10,000 and over..| 100 40 16 44

1 Comparison based on the following classification
of both personal debt and liquid assets: zero; $1-199;
$200 - 499; $500 — 999; $1,000 - 1,999; $2,000 - 4,999,
$5,000 - 9,999; and $10,000 and over.

to go into debt rather than use up liquid
assets (Table A 15). For example, of
those who owed $500-3999 in personal
debt, 20 per cent had liquid assets of
$1,000 or more. Summing up, however, as
in Table 3, shows that the majority with
personal debt owed amounts that exceeded
their liquid assets. Debtors in low income
groups were very likely to have personal
debts exceeding their liquid assets, but
even at higher income levels debts in ex-
cess of liquid assets were numerous.

Another consideration in evaluating the
burden of personal debt is the ratio of in-
stalment debt to income. For the Survey
population as a whole, total personal in-
stalment debt reported was 7 per cent of
the year’s income. This relation, of course,
is affected both by the proportion of debtors
in the population and by the size of their
debts. For debtors only, fairly high ratios
of instalment debt to income were frequent.
In the group of consumer units with instal-
ment debt, nearly half (45 per cent) had
instalment debts that amounted to less than
10 per cent of their incomes; almost as
many (39 per cent), however, had instal-
ment debts that amounted to more than 10
per cent but less than 30 per cent of their
incomes, and the remainder had even high-
er ratios. In short, a ratio of instalment
debt to income of 10 per cent or more was
more common among debtors than a ratio of
less than 10 per cent. High ratios of instal-
ment debt to income were especially fre-
quent among the younger consumer units
(Table A 26).



Consumer Pretferences for
Holding Ditferent Assets

This section analyzes the effect of size of
wealth on its composition.” The analysis is
directed towards delineating the forms in
which wealth is held as the total amount in-
creases.

One way of expressing relations between
total wealth and its components is in
terms of shares, that is, the proportion of
total wealth invested in the various com-
ponents at different wealth levels. An in-
creasing share devoted to a particular asset
type as wealth increases is interpreted as
indicating a preference for holding that
asset; and conversely a decreasing share, a
lack of preference.

Elasticities of the various components
with respect to wealth are a useful way of

7 A preliminary version of this material, based on incom-
pletely edited data, was presented at the December 1964 meet-
ings of the American Economic Association. See ‘‘Consumer
Asset Preferences.” The American Economic Review, May 1965,
pp. 227-51.

Mr. Lawrence E. Thompson in discussing the paper noted
that = . it should be recognized that these specific elasticity
estimales have little explanatory or predictive power where in-
terest is centered on investment flows” (p. 281). In particular
he notes that the finding of high elasticities for stock is at-
tributable in some unknown degree to capital gains. This ob-
servation seems entirely proper. Mr. Thompson also notes,
however, that “It may be argued that this is not important for
a preference interpretation of elasticity estimates, since the de-
cision to continue to hold an appreciating asset is prima facie
evidence of a continuing. strong preference for that asset” (p.
281). It is in this sense that the preference concept as used in
this section should be interpreted—that is, as preferences for
holding various asset types.
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quantifying these relations.* For example,
an elasticity greater than one at any wealth
level indicates that the share invested in that
particular asset type is increasing at that
particular wealth level. Conversely, an
elasticity less than one indicates that the
share is decreasing.

Elasticities also facilitate comparisons
across asset types with respect to prefer-
ence. For example, if the shares of wealth
devoted to several types of assets increase
with wealth—that is, if they all have elasti-
cities greater than one——the asset with the
largest elasticity will be the one of high-
est preference. Moreover, one of the func-
tions that is used to estimate elasticities
measures separately the effect of changes
in ownership rates with wealth level, an
important factor in explaining the changing
composition of wealth.

In consumption analysis, elasticities are
generally computed in relation to income.

> For example. John Spraos describes “An Engie-Type Curve
for Cash.” The Manchester School of Economic and Social
Studies, May 1957, pp. 183-89, and J. S. Cramer describes
*“Ownership Elasticities of Durable Consumer Goods.” Review
of Economic Studies, February 1958, pp. .87-96. Some theoreti-
cal aspects of expressing preferences in terms of stocks instead
of flows are discussed by Cramer in A Dynamic Approach to
the Theory of Consumer Demand.” Review of Economic
Studies, February 1957, pp. 73-86.
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Low elasticities are interpreted as indicat-
ing low preferences, and the goods involved
are referred to as necessities; high elastici-
ties delineate the preferred choices, con-
sumed in greater amounts as income in-
creases and- referred to as luxury goods.
For determining consumer preferences for
holding different forms of wealth, the anal-
ogous relationship is with total wealth
rather than with income. While the distinc-
tion between necessities and luxuries does
not seem as appropriate in the investment
as in the consumption field, differences in
elasticities are useful in detecting high or
low order of preference for holding differ-
ent types of investments.

The share-of-wealth data are summa-
rized in this section for four age groups of

COMPOSITION

The share of wealth devoted to automobiles
and liquid assets decreases with level of
wealth; the share devoted to businesses
and investment assets increases with wealth
level; and the share devoted to homes
first rises, and then declines, with level of
wealth (see Table 4). The declining share
of wealth invested in automobiles and
liquid assets implies elasticities of less than
one at all wealth levels, or low levels of
preference, while the increasing share in-
vested in businesses and investment assets
implies elasticities greater than one at all
wealth levels, or high levels of preference.

That elasticities greater than one for busi-
nesses and investment assets necessarily lead
to larger shares of total wealth as wealth
increases is evident from the definition of
elasticity. For the elasticity of an asset—
say, business—to exceed one at any wealth
level, the proportion of a dollar of additional
wealth invested in the asset—that is, the

consumers. [t was shown in Section 2 that
amount of wealth and age are positively
related. Moreover, as will be discussed in
Section 5, composition of wealth differs by
age group. Accordingly, for the analysis of
composition of wealth in relation to size of
wealth, a control on age is necessary in
order to avoid introduction of structural
changes caused by differences in the age
composition of wealth groups.

In the first part of the section the analy-
sis is concerned with the six major com-
ponents of wealth: own homes, auto-
mobiles, businesses, liquid assets, invest-
ment assets, and miscellaneous assets. In
the second part, the analysis is confined
to assets in the portfolio of liquid and in-
vestment assets, as described in that part.

OF WEALTH

marginal propensity to hold that asset type
—must exceed the proportion invested in
the asset before the dollar of wealth is
added. This will necessarily increase the
share of total wealth invested in the asset
at the higher wealth level. A similar expla-
nation holds for elasticities of less than one
and declining shares such as those shown
for automobiles and liquid assets.

Three different functions were used to
describe the relation between consumer
holdings of a particular asset and total
wealth and to estimate elasticities.” The
first function was of the form

~

b
yi=auw

where ¥ represents a particular asset type
and ¢ can therefore range from 1 to 6, and
w is total wealth. This function is usually de-

9 The estimated parameters of the three functions and esti-
mated clasticities based on the functions are shown in the
Tables and Notes for Section 4, p. 79. The Tables and Notes
also contain a comparison of the functions with respect to
goodness-of-fit and a brief discussion of methods of estimation.
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TABLE 4

SHARE OF WEALTH IN SPECIFIED FOoRM BY SizE oF WEALTH, DECEMBER 31, 1962

(Percentage distribution of dollar aggregate)

Business liquid l:io;tfolio of
R > iquid and investment assets Miscel-
Characteristic of consumer unit Je%tf& &Ynl nﬁglg(i)le ?;;%5233 laneous
nonfarm) All Liquid | Tnvestment | 2356t
- | assets assets
AllUnitS. .. e 100 27 3 18 46 13 33 5
Size of wealth:
ST =990, e 100 10 48 2 37 34 4 2
$1,000-4999. . ...l 100 48 16 3 32 26 6 1
$5000-9,999. . ... 100 59 8 9 23 17 6 t
$10,000 —24999. . ... ... 100 55 S 9 29 16 13 1
$25,000-49,999. . ... i 100 37 3 19 39 18 21 2
$50,000 -99999. .. ... i 100 21 2 24 51 {6 36 2
$100,000 - 199,999, ... ... ... L 100 17 2 17 62 14 48 1
$200,000 — 499,999 .. ... ... i 100 9 1 24 63 7 56 3
$500,000 and over.. ..........oiiiiini 100 4 hd 23 53 4 50 18
Headunder 35........c.. v ivninnaenan, 100 26 7 12 22 9 13 32
Size of wealth:
99 100 9 55 1 35 30 5 .
100 41 24 5 30 26 4 1
100 51 11 9 24 16 8 4
100 38 6 32 21 10 1t 3
100 55 3 24 18 10 8 .
100 8 3 3 87 1 85 .
100 9 1 9 81 3 78 *
100 6 [ 20 38 4 34 35
100 t . 2 5 . 5 91
100 32 4 23 35 1 24 6
100 10 49 4 34 31 3 3
100 50 16 4 29 23 6 t
100 57 11 11 20 s 5 i
100 59 6 7 27 14 14 1
100 34 5 27 32 13 18 2
100 23 2 31 42 11 32 .
100 22 2 18 56 14 43 2
100 13 1 3 48 6 42 7
100 4 . 40 33 2 32 23
Head 55-64.......coviiiiivi s 100 25 2 20 51 13 38 2
Size of wealth:
Sl =999, e 100 21 34 3 35 35 . 8
$S1,000-4999. . ...ttt 100 47 12 1 41 26 15 .
$5,000-9,999. . ... i 100 61 7 10 22 18 5 .
$10, ~24999. ... 100 55 5 8 31 17 13 1
$25,000 ~49,999. . ... i 100 39 3 14 44 19 25 1
$50,000-99,999. ...t s 100 21 2 21 52 17 34 4
$100,000 — 199,999 . .. ..ot 100 14 1 17 67 12 54 1
$200,000 — 499,999, . ...t 100 8 1 41 50 6 44 .
$500,000 and Over. . ...ttt 100 4 . 21 68 5 63 6
Head 65andover..............oovvivnninns 100 22 1 12 63 16 47 1
Size of wealth:

—~999 . e 100 12 16 1 65 65 - 7
$1,000 - 4,999 100 55 5 1 38 34 4 3
$5,000 — 9,999 100 66 1 2 30 22 8 1
$10,000 - 24,999 100 53 3 8 35 25 11 1
$25,000 - 49,999 100 36 2 11 50 25 24 2
$50,000 — 99,999 100 17 1 19 62 24 39 .
$100,000 - 199,999 100 16 1 18 64 19 44 1
$200,000 ~ 499,999 100 6 . 9 83 9 74 2
$500,000 and over 100 6 . 15 77 6 71 1

* Less than 14 of 1 per cent. .
Note.—Based on means in Table A8, Details may not add to totals because of rounding.
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scribed as the constant elasticity function
because elasticities do not vary with wealth
level. The estimated parameters are summa-
rized in Table 20 on page 81. The estimated
parameters 5, are the elasticities of the vari-
ous assets with respect to total wealth and
are denoted by E.(yw) in Table 25. For
example, for consumer units with heads 65
years of age and over, holdings of liquid
assets increase 0.79 per cent for every 1 per
cent increase in wealth.

The second function used is of the form

b,
waRw

yi=
5

b, .
anw =

=1
This function has been described as the . . .
constant elasticity function adjusted for ad-
ditivity . . .”'* It has the property, not pos-
sessed by the constant elasticity function,
that the sum of the various asset types add
to total wealth at any wealth level. The
elasticity is given by

]

i
Esi(y,w) =bu+1— J—bzi
i= W

Thus the elasticities are a function of wealth
level, since the term y; —the share of

wealth invested in a particular asset type—
will vary with wealth level. The estimated
parameters are shown in Table 21 and the
elasticities in Tables 25 and 26.

The third function takes cognizance of
the fact that ownership of some kinds of
wealth—automobiles and own homes, for
example—is widespread in the population,
whereas other forms of wealth—such as
businesses and investment assets—are less
widely held and are owned more often by

10 C. E. V. Leser, “Forms of Engel Functions.” Econometrica,
October 1963, p. 695. Leser’s equation (3) is equivalent to the
function just described. See also Netherlands Central Bureau of
Statistics, Statistical Studies, No. 10, July 1960, and H. S,

Houthakker, “Additive Preferences,” Econometrica, April 1960,
pp. 244-57.

those in the higher wealth groups. Hence,
differences in the group means, which are
the basis of the elasticity estimates, may re-
flect differences in the proportion of the
group owning an asset as well as in the
amounts owned by those who hold the asset.
As a consequence, differences in elasticities
may be the result of changes in proportions
of consumer units owning, or changes in
amounts owned, or both.

The third function may be expressed as

i = Doy ()

where y; is the mean holding of the ith
asset type in the jth wealth group, p: is
the proportion of consumer units owning the
ith asset type in the Jjth wealth group, and
y;(i) 1s the mean holding of the ith asset
type for those units in the jth group who
own the :th asset. This function has the
property that the over-all elasticity E(y.w)
can be separated into two additive compo-
nents— Ex(p,w), which is the part of the over-
all elasticity arising from changes in the
proportion of units owning the asset type,
and E-(y(H),w(H)), which is the wealth elas-
ticity for consumer units holding a particu-
lar asset type.

The relation used to describe the propor-
tion of units in various wealth groups hold-
ing a particular asset was of the form

p=an+k(l—e")
When w» is very small, that is, at low wealth
levels, the expression (1—ev) is close to
zero and the value of p is near an. AS w
increases, the expression (1—e—+) approaches
one and the value of papproaches  au+#k,
the saturation level of ownership. The
Ex(pw) component of the elasticity was
obtained by differentiating the equation
p=an+k(l—e)
with respect to w and multiplying the result
by %. The resulting elasticity is given by:
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weke e

Ey(pow)=

and is a function of . The parameters of
the equations yielding the Eu(p,w) compo-
nent are summarized in Table 22.

The parameters of the equations yielding
the E.(;(.e(H)) component of elasticity
for the third function are summarized in
Table 23. The estimating equation was of
the form

J(H) = e (H)' 2
and implies that the wealth elasticity for
consumer units holding a particular asset
type can be described as a constant.

Before considering the elasticities from
these three functions it is of interest to make
some assessment of their fit of the data. The
criterion used was the sum of weighted
squared deviations for the three forms
(Table 24). The functions that yield elas-
ticities that vary with wealth level yield
smaller sums of squared residuals in virtu-
ally all cases. The constant elasticity func-
tion seems to come off a poor third in most
instances.

Elasticities at the point of mean wealth
for each of the age groups are shown in
Table 25. Rankings of elasticities from the
first two functions, shown in Table 5, are the
same for all age groups except the youngest.
(By the nature of their derivation the elas-
ticities from the second function will always
have the same ranking as their counterparts
from the first function.) Investment assets
and businesses in that order are the pre-
ferred asset types for consumer units in the
three older age groups with elasticities well
above one. Liquid assets and automobiles
rank fourth and fifth, respectively, with elas-
ticities well below one for all age groups.
The elasticity for homes is greater than one
for the two younger age groups, indicating

TABLE 5

RANKING OF ELASTICITIES OF WEALTH
COMPONENTS

Ranking based on—

Wealth component

- Ex(y,w) | Es(y,w)

Head under 35

Ownhome..................... 2 3
Automobile............... ... .. 5 n.a.
Business, profession............. 1 l
Liquid assets................... 4 4
Investment assets................ 3 2
Head 35 - 54
Ownhome..................... 3 3
Automobile.................... 5 5
Business, profession............. 2 1
Liquid assets............cuv.... 4 4
Investment assets. . ............. 1 2
Head 55 - 64
Ownhome...............oo.n. 3 4
Automobile.................... 5 S
Business, profession............. 2 1
Liquid assets.......coovervenn.n 4 3
Investment assets. . ............. 1 2

Head 65 and over

Ownhome.....................
Automobile....................
Business, profession.
Liquid assets...........covoun..
Investment assets. . .............

— R nw
] S F WY

n.a. Not available.

Note.—The rankings based on E.(y,w)are the same as
those based on E,(y,w). The rankings based on E;(y,w)
are at point of mean wealth. The elasticities are shown
in Table 25.

that the share of wealth devoted to homes
is still increasing at the point of mean wealth
for the younger units. For the two older
groups the housing share is declining at
mean wealth.

The third estimating function indicates a
somewhat less uniform pattern of prefer-
ences. Investment assets and businesses are
the preferred asset types for all age groups
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with elasticities well above one; business,
however, ranks first for all groups except
the oldest. A substantial part of the elas-
ticities for investment assets and business is
contributed by the Eu(pw) component—
that is, at the point of mean wealth, the pro-
portion of consumer units owning business
and investment assets is rising substantially,
relative to the increase in wealth. Elasticities
for the other asset types—that is, homes,
automobiles, and liquid assets—are less
than one with a single exception—homes in
the youngest age group. Moreover, because
ownership of these asset types is relatively
widespread in all wealth groups, the portion
of the elasticity contributed by the Eu(p,w)
component is small in comparison with
that contributed by the Ew(y(H),w(H)) com-
ponent.

Elasticities computed from the second
and third functions vary with wealth level.
As is shown in Table 26, the elasticities in-
dicate the pattern that was noted earlier in
the shares data (Table 4)—that is, elastici-
ties for investment assets and businesses are
above one at most wealth levels, and elas-
ticities for liquid assets and automobiles are
below one at most wealth levels.’* The im-
portance of the Eun(puw) component of
the elasticity for business and investment
assets is evident at virtually all wealth levels.
Conversely, for homes, automobiles, and
liquid assets, the contribution is in generat
rather small, and it becomes close to zero
at relatively low wealth levels.

11 As may be seen in Table A 35, the sample for the youngest
age group becomes extremely thin above the $10,000-$24,999

wealth level. Results have been presented for completeness, but
the small sample size should be borne in mind.

COMPOSITION OF PORTFOLIO

Elasticities have also been estimated for a
concept of wealth limited to portfolio of
liquid and investment assets. While the own-
ership of a home and an automobile and
investment in one’s own business or pro-
fession are part of an individual’s wealth,
it is doubtful that decisions regarding these
investments are governed by the same fac-
tors that govern the choice among such
assets as savings accounts, stock, and other
marketable securities, as mentioned earlier.
A decision to shift wealth from one’s own
business to another form of wealth, for ex-
ample, may require changes in living pat-
terns or occupation. A decision to shift
among portfolio items can presumably be
made more freely in response to changes in
interest rates and prices.

The share of total portfolio devoted to
components of liquid and investment assets
is shown in Table 6. For the portfolio analy-

sis, liquid and investment assets have been
grouped into nine major components as fol-
lows: checking accounts; savings accounts
in banks, in savings and loan associations,
and in credit unions; U.S. savings bonds;
stock (publicly traded stock and shares in
mutual funds and other investment compa-
nies); other marketable securities (bills, cer-
tificates, notes, bonds, and debentures issued
by the U.S. Government, by State and local
governments, by foreign and domestic cor-
porations, and by foreign governments);
mortgage assets; investment real estate; busi-
nesses with no member of the consumer unit
in a managerial role; and company savings
plans. In addition, some information is pro-
vided separately for bank savings accounts
and shares in savings and loan associations
and for common stock and shares in mutual
funds.

Some of the components are more ho-



TABLE 6

SHARE OF PORTFOLIO IN SPECIFIED FORM BY SIZE OF PORTFOLIO, DECEMBER 31, 1962

(Percentage distribution of dollar aggregate)

Liquid assets

Investment assets

Savings accounts

Publicly traded stock

Characteristic of Total Mkt. Busincss
consumer unit portfolio 1 uU.s. sec. not Company
All Checking no savings All other |Mortgage Real managed | savings
accounts In savu:jgs bonds Mutual than assets estate by plans
All banks ]z:;:m All Common | funds, stock unit
assns. ete.
Head under 35........... 100 41 9 27 13 10 6 59 33 30 2 2 4 8 7 2
Size of portfolio:
$1 - 49 100 95 45 34 19 5 16 5 3 3 * * * * | ]
$500 — 1,999 100 80 22 42 22 13 17 20 6 6 * 1 2 6 S 1
$2,000 - 4,999 100 65 13 42 22 16 9 35 13 7 4 2 3 i3 * 4
$5,000 - 9, 100 62 5 54 25 22 3 38 20 12 8 * 1 * 11 5
$10,000 — 24,999, . 100 43 3 36 18 18 5 57 i8 15 2 * 16 23 * .
$25,000 - 49,999, . ...... 100 24 6 19 9 9 * 76 26 19 * * [} 4 * 44
$50,000 -99,999........ 100 1 1 * he * * 99 99 9 * * * * * .
$100,000 - 499,999, .. 100 9 2 5 1 4 2 91 6 5 * * * 36 46 2
$500,000 and over 100 . * * . * * 100 73 67 2 22 1 3 * *
Head 35-54............. 100 31 5 21 11 8 4 69 29 23 5 2 4 22 9 3
Size of portfolio:

1 -499. ... ... ... 100 98 47 38 22 8 13 2 1 * 1 1 * he * 2
$500 -~ 1,999..... 100 83 24 48 34 11 11 17 5 3 1 1 2 S 1 4
$2,000 — 4,999, . 100 66 13 45 25 13 8 34 il 8 3 1 5 10 * 6
$5,000 - 9,999 . .. 100 56 6 39 16 19 12 44 12 10 2 * 2 21 2 6
$10,000 - 24,999. . 100 39 5 30 16 9 4 61 19 13 5 2 5 24 8 3
$25,000 — 49,999, . 100 22 3 18 8 10 2 78 27 17 9 * 3 33 11 3
$50,000 — 99,999. . .. 100 26 2 19 8 10 5 74 30 26 i 1 9 20 14 1
$100,000 - 499,999...... 100 12 3 7 3 3 2 88 31 27 4 2 2 33 20 1
$500,000 and over. ..... 100 4 2 2 1 1 . 96 72 59 11 8 3 'g 4 *

Head 55-64............. 100 26 4 17 10 6 5 74 42 33 7 4 5 16 6 1
Size of portfolio:
$1-499. .. ... ..., 100 98 46 33 23 7 20 2 * * * 2 . * * .
$500 - 1,999 . 100 78 21 45 21 19 13 22 6 5 e * * 9 2 6
$2,000 - 4,999 100 74 19 49 25 19 7 26 4 2 2 * 8 6 7 2
$5,000 -9,999.... 100 69 7 53 34 18 10 31 17 12 4 . 1 9 i 2
$10,000 - 24,999.. 100 41 5 27 15 10 10 59 18 12 4 b} 2 22 11 1
$25,000 - 49,999.. 100 43 5 25 18 4 13 57 21 18 3 1 5 29 * 1
$50,000 — 99,999. . . 100 25 2 18 7 10 S 75 51 41 9 3 4 12 4 2
$100,000 — 499.999...... 100 10 2 6 3 3 2 90 49 32 16 2 It i6 11 2
$500,000 and over...... 100 7 2 5 3 * * 93 66 63 3 13 * 8 5 .
Head 65 and over......... 100 25 4 18 10 8 4 5 43 39 2 7 4 13 8 .
Size of portfolio:
$1-499. ... 100 100 49 43 25 13 8 * * * * * * * * .
$500 - 1,999 100 94 32 48 25 19 14 6 1 1 * he - 5 * .
$2,000-4999.......... 100 87 15 60 36 21 12 13 4 2 2 hd 1 8 . .
$5,000-9999.......... 100 64 10 43 22 16 11 36 7 5 1 * 4 16 9 he
$10,000 - 24,999, .. .. 100 61 3 50 25 25 7 39 7 3 3 3 6 19 4 .
$25,000 - 49,999.. ... 100 42 2 28 16 12 12 58 33 27 2 1 1 19 4 .
$50,000 - 99,999........ 100 34 2 27 11 15 4 66 26 25 1 2 8 20 1l hd
$100,000 — 499,999...... 100 10 3 5 4 2 2 90 56 52 2 6 5 9 14 hd
$500,000 and over...... 100 7 3 3 2 * 1 93 65 59 1 17 . 9 2 .

* Less than ¥ of 1 per cent.

Note.—Based on means in Table A 10. Details may not add to totals because of rounding.
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mogeneous than others with respect to such
characteristics as ability to produce a steady
flow of current income, marketability, and
risk of fluctuation in dollar value of capital.
While checking accounts at banks undoubt-
edly make up a relatively homogeneous
grouping, the other components are combi-
nations of more diverse elements. Even the
U.S. savings bonds component, which at
first might appear to be a homogeneous
grouping, contains some bonds that pay in-
terest currently as well as some of the dis-
count variety, which pay interest only at time
of redemption.

Among portfolio choices, most of the
components of investment assets rank high
in consumer preferences, while the various
liquid assets rank low. The share of port-
folio invested in U.S. savings bonds and
held in checking accounts declines with port-
folio level, implying elasticities of less than
one at all levels. The share invested in stock,
on the other hand, increases with portfolio
level, implying elasticities greater than one
at all levels. Other major components of in-
vestment assets—real estate, businesses not
managed by the unit, and mortgage assets—
absorb an increasing share of portfolio
‘across most of the portfolio range.

Two functions were used to describe the
relation between portfolio components and
total portfolio—the constant elasticity func-
tion and the constant elasticity function ad-
justed for additivity. Parameters of the two
functions are shown in Table 27 and Table
28, respectively. Table 30 contains a com-
parison of the sum of squared deviations for
the two functions, and again the fit of the
constant elasticity function seems poorer
than that of the second function.

The over-all elasticities at the point of
mean portfolio, presented in Table 31, quan-
tify the trends shown by the shares table

TasLE 7

RANKING OF ELASTICITIES OF PORTFOLIO
COMPONENTS

Ranking based on

Portfolio component y
1(z,x)

- Head under 35

Checking accounts. .........oo v, 11
Savings accounts:

Inbanks. ........... .. il

In savings and loan associations............
US.savingsbonds. ........................
Publicly traded stock:

Common..........oo i

Mutual funds and other investment

COMPANIES . ™ v\ttt ie i e

Marketable securities other than stock
Mortgage assets.............. .
Investment real estate.........
Business not managed by unit..

WN—wON N Ve~

Company savings plans. . ...................

Head 35 - 54

Checking accounts. .........coouuienennnenn.. 1
Savings accounts:
Inbanks..........oo it
In savings and loan associations............ 7
US.savingsbonds. .............ovvinen... 10
Publicly traded stock:
COMMON. . .ottt ae it 2
Mutual funds and other investment
COMPANIES .+ ettt i i iicneinenenneonn
Marketable securities other than stock
Mortgage assets..............
Investment real estate.........
Business not managed by unit. . ..
Company savingsplans. . ...................

Checking acCouUnts. ... ovvieneiniennneena. 11
Savings accounts:
Inbanks. . ...t
In savings and loan associations............ 8
US.savingsbonds. ....o.ooiiieiiiii,.. 10
Publicly traded stock:
ComMmMOn....o it ittt 1
Mutual funds and other investment
COMPANIES . ¢« vttt eneiinenasstrnnnens 2
Marketable securities other than stock........ S
Mortgage assetS.. ....co.vu it .. 4
Investment real estate........ . .. 3
Business not managed by uni .. 6
Company savings plans. . ................... 7

Head 65 and over

Checking aCCOUNtS. ... vovvrvvernrennnnnnnss 1t
Savings accounts:
Inbanks............... ... L.
In savings and loan associations. . ..
US.savingsbonds. ............covinunenen
Publicly traded stock:
ComMmMmON. .. .vii ittt iiiiai e
Mutual funds and other investment
COMPANIES . + o o viiiie e eiannainsiassn
Marketable securities other than stock........
Mortgage assets.............c.....
Investment real estate.......
Business not managed by unit ..
Company savingsplans................00nn

00 1 \O

—_

[=3 SIRP Y. SV

Note.—Based on data in Table 31.

(Table 6). Virtually all liquid asset compo-
nents in all age groups have elasticities less
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than one and most of the components of
investment assets have elasticities greater
than one.*

Common stock is the preferred asset for
consumer units in the two older age groups,
and for units in the two younger age groups
it ranks second (see Table 7). Investment
real estate also ranks high with all age
groups—first with the two younger groups
and third with the two older groups.

The over-all elasticities at various port-
folio levels shown in Table 32 (estimated
from the constant elasticity function ad-
justed for additivity) also bear out the trends
seen in Table 6. For the major components
of liquid assets—checking accounts, savings
accounts, and U.S. savings bonds—elastici-
ties are less than one at all but the lowest

12t is of interest that the constant elasticity function in-
dicates that one of the subcomponents of liquid assets—shares
in savings and loan associations-—has elasticities greater than
one in the two younger age groups. Comparable elasticities
have not been prepared for the second function because the

estimation procedures depend on the grouping of assets and
would have required estimation of a different set of elasticities.

.

portfolio levels. For stock, elasticities are
greater than one at every portfolio level;
and for investment real estate, at every port-
folio level except the very top. Investment
assets in the form of businesses not managed
by the unit and mortgages also show elastici-
ties greater than one up to relatively high
portfelio levels.

As with the wealth elasticities, breadth of
ownership of a portfolio item was of consid-
erable importance in determining the over-
all elasticity. At the point of mean portfolio,
for example, the elasticity attributable to the
proportion of consumer units owning a port-
folio item was small for liquid assets in all
age groups. With few exceptions the elastici-
ties for the liquid asset components did not
exceed 0.16. (See Table 31. The parameters
of the estimating equations from which the
elasticities were derived are shown in Table
29.) For all components of investment assets
other than company savings plans, elastici-
ties ranged from a minimum of 0.16 to 1.05.




Differences Among Groups
~in Distribution and

Composition of Wealth

This section presents information about
differences among groups as to the distribu-
tion and composition of wealth. Consumer
units are grouped in three ways: first, by age
of head; second, by employment status of
head, distinguishing the self-employed, those

employed by others, and those who are re-
tired; and, third, by the relation between the
1962 incomes of consumer units and pov-
erty income levels as defined by the Social
Security Administration of the Department
of Health, Education, and Welfare.

AGE-OF-HEAD GROUPS

As discussed in Section 2, the size of wealith
is related to the age of the head of the con-
sumer unit, with a general tendency for
wealth to increase with age, at least up to
the oldest group. Within each age group,
however, the size of wealth varies. Among
consumer units with heads aged 35 to 54,
for example, 20 per cent had wealth of less
than $1,000 while 6 per cent had $50,000
or more (Table A 2).

Granted that the general level of wealth
differs among age groups and that in each
age group consumer units vary markedly in
the size of their wealth, the question arises
whether age groups differ as to the shape
of the distribution of units by size of wealth.
Or, to state it differently, do some age

29

groups have greater relative concentration
of units with either little wealth or large
amounts so that the distribution of wealth is
more unequal in some age groups than in
others?

Two measures of the shape of the wealth
distribution are presented in Table 8, name-
ly, the quartile deviation and Gini’s coeffi-
cient of concentration. They show that in
the youngest and in the oldest age groups
there is more variation as to size of wealth
and greater inequality in its distribution
than in other age groups. The distribution
of units in each age group by the size of their
wealth explains why this is so. The youngest
group had the largest proportion with no
wealth or with very small amounts. While



30 CONSUMER FINANCIAL CHARACTERISTICS

TABLE 8

MEASURES OF DISTRIBUTION OF WEALTH FOR AGE AND EMPLOYMENT STATUS GROUPS,
DECEMBER 31, 1962

Lower . Upper ) Gini’s
‘Group characteristic quartile Median quartile dgvliggggl coefficient of
Q) Q) Q) concentration
All consumer Units. . .....ooceeevenenenanns $ 973 $6,721 $17,971 2.53 76
Age of head:
Under 35. i ittt 199 1,032 4,868 4.52 .83
L T 1,542 6,931 15,149 1.96 .71
45 — 54 . it e 2,230 10,847 21,305 1.76 .70
LS T 7 4,245 13,129 28,666 1.86 .70
65and OVer. .. ..ccvveeriiiinrininennens 2,709 10,049 24,993 2.22 76
Employment status of head:
Self-employed....ocovviviiinneieniinnns 9,611 21,958 53,016 1.98 73
Employed by others 784 4,895 13,917 2.68 72
Retired......oocvvvvniannnn. 2,572 8,197 21,785 2.34 73

1Qi~Qu
Q:

the oldest group also had a substantial pro-
portion of units at the low end of the wealth
distribution, large holders were also rela-
tively numerous.

The Gini coefficient measures the degree
of inequality in a distribution. It is a mathe-
matical expression of the relation between
the Lorenz curve of actual distribution and
the line of equal distribution.*® The closer
the coefficient is to 1.0, the greater the in-
equality of the distribution. According to
this measure, the distribution of wealth is
highly unequal. The Gini coefficient for
wealth for this Survey population of con-
sumer units is 0.76 compared with a coeffi-
cient of 0.43 for income for the same popu-
lation.'* The wealth coefficient for the

13 The Gini coefficient is equal to twice the area between the
curves of actual and equal distribution; see M. G. Kendall and

Alan Stuart, The Advanced Theory of Statistics, (New York:
Hafner Publishing Co., 1958), Vol. I, pp. 47-49.

14 This measure was used by Morgan with income data. The
coefficients obtained were of the same general magnitude as
the one from this Survey, that is, between 0.38 and 0.40 for
the 5 years between 1953 and 1959. James Morgan, “The
Anatomy of the Income Distribution,” Review of Economics
and Statistics, August 1962, pp. 271-72 and 281-82,

youngest group, 0.83, and for the oldest,
0.76, show greater inequality than the co-
efficients of 0.71 for the 35-44 age group
and 0.70 for the 45-54 and 55-64 groups.

HEAD UNDER 35 YEARS OF AGE

The youngest group has, on the whole, the
least wealth so that the kinds of wealth that
make up large holdings are relatively unim-
portant to it. Investment assets and busi-
nesses in which members were active are
less frequently reported in this group, and
together these assets account for a smaller
share of its total wealth than for the older
groups. This young group also ranks low in
the proportion owning homes and high in
the proportion of owned homes mortgaged,
making home equities smaller than for other
groups. The automobile, on the other hand,
although a small share of the wealth ac-
counted for in the Survey, is a larger share

for the young than for other groups. The -

youngest group also ranked high as to the
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proportion dwning autoniobiles, and among
young units with little wealth, equities in
automobiles were a substantial share of what
they had. Trust funds, although infrequent,
were important to the youngest group, espe-
cially to the small proportion with large
amounts of wealth. As a result, almost one-
third of the.total wealth held by units with
heads under 35 was in the form of trusts
(Tables A 8 and A 9).

To have personal debt was characteristic
of the youngest group; 8 out of 10 owed
personal debt, and for 7 out of 10 some of
this was instalment debt. Even among
groups of young units with above-average
income and wealth, personal debt was fre-
quently reported.

Some of these characteristics of the young
as to the composition of wealth are clearly
age differences, persisting even when com-
parisons are made with older units with
equally small amounts of wealth. Young
units rank first in automobile ownership and
in the share of wealth in automobile equities.
They also rank low in the proportions
owning homes and owning them free of
mortgage, and consequently in the share of
their wealth that is in the form of home
equities. Moreover, personal debt is more
prevalent among young units than among
older groups with similar wealth (Table
A 14).

Portfolios of the youngest group, being of
small size, are made up more of liquid assets
than are the portfolios of older groups. Since
comparison with older units whose port-
folios are similarly small shows little differ-
ence, the liquidity of portfolios of the young
is attributable more to the small amount of
their assets than to age. Even though the
sums invested are so small, however, the
youngest group does show some tendency
towards greater diversity of holdings. The

youngest group more often has checking
accounts and U.S. savings bonds than older
units with comparably small portfolios.*
They are also somewhat more likely to have
savings accounts and publicly traded stock
than older units with equally small port-
folios, although the amounts are scant in all
age groups when portfolios are small.

HEAD AGED 35-54

In the age group 35-54 there is considerably
more wealth than in the youngest group.
Home ownership is more frequent, and even
though a large proportion of the homes are
mortgaged, equities in owned homes account
for almost one-third of the wealth of the
group. Business is also important to this age
group; it accounts for nearly one-quarter of
the group’s total wealth.

Compared with older units, the 35-54 age
group has less wealth, and considerably less
liquid and investment assets. As a result, a
smaller share of the wealth of the 35-54 age
group than of the 55-64 age group was in
liquid and investment assets, 35 per cent
compared with 51 per cent. Homes and busi-
nesses, on the other hand, accounted for a
relatively large share of wealth in the 35-54
age group (Table 9).

The importance of businesses to this age
group is further emphasized by comparison
with older units having similar amounts of
wealth. At most wealth levels the 35-54 age
group had a larger share of its wealth in
businesses' than did older units. It ranked
low, on the other hand, as to the share in
liquid and investment assets.

15 Some of the difference in frequency of ownership of check-
ing accounts is probably attributable to the manner in which
checking accounts were reported by entrepreneurial units. This
problem is discyssed below in connection with employment
status differences. The main resuft is that mixed personal-
business accounts were counted as business assets rather than
as checking accounts. Because the youngest age group has rel-
atively fewer entrepreneurial units than the 35-64 group, some
of the difference in proportion owning may reflect the differ-
ences in composition of the group with respect to employment
status,
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TABLE 9

DIFFERENCES IN COMPOSITION OF WEALTH AMONG AGE GROUPS, DECEMBER 31, 1962

(Wealth form as percentage of total wealth; consumer units grouped by age of head)

Own home g::ﬂ’:;ap;gfff?,ﬁf; Liquid assets Investment assets
Size of wealth
fHead Head Head Head
35-54 55-64 65and | 35-54 55-64 65and | 35-54 55-64 65and | 35-54 55-64 65and
over over over over
32 25 22 23 20 12 11 13 16 24 38 47
10 21 12 4 3 1 31 35 65 3 . .
50 47 55 4 i 1 23 26 34 6 15 4
s7 61 11 10 2 15 18 22 5 5 8
59 55 53 7 8 8 14 17 25 14 13 11
34 39 36 27 14 11 13 19 25 18 25 24
e 23 21 17 31 21 19 11 17 24 32 34 39
. 22 14 16 18 17 18 14 12 19 43 54 44
13 8 6 31 41 9 6 6 9 42 44 74
4 4 6 40 21 15 2 5 6 32 63 71

* Less than 14 of 1 per cent.
Note,—Data from Table 4.

Despite smaller holdings of liquid and in-
vestment assets than older age groups, the
35-54 group was inclined towards greater
diversity in its holdings. Members of this
age group were a little more likely to have
checking and savings accounts than were
other groups. And, if the comparison is lim-
ited to units with portfolios of similar size,
the inclination of this age group toward
greater diversity also is evident. Over the
range of portfolio-size groups, the 35-54 age
group ranked above the older groups as to
the proportion holding most kinds of liquid
and of investment assets, notably check-
ing accounts, savings accounts, common
stock, mortgage assets, investment real es-
tate, and company-sponsored savings plans
(see Table A 10).

HEAD AGED 55-64

Over the age span, wealth tends to increase
up to the 55-64 group, which has more
wealth than any other age group. The com-
position of the wealth of this group is, in
general, what would be expected when
wealth is large. Ownership of businesses and

of investment assets is more frequent than
in other age groups. Home ownership is also
more frequent and the incidence of mortgage
debt—though more frequent than among
those 65 and over—is less than among
younger units. The total wealth of the group
is divided about equally between home equi-
ties and businesses, on the one hand, and
liquid and investment assets, on the other.
For the younger groups the former out-
weighed the latter; for the older group the
opposite was true.

Given a portfolio of similar size, the 55—
64 age group occupies a middle ground in
the progression of behavior, from younger
to older groups, regarding the proportion
holding various investments. Diversity of
holdings of the different types of liquid and
investment assets was less than in the 35-54
age group, but greater than among older
units with the same total amounts of such
assets.

HEAD AGED 65 AND OVER

Concentration of its wealth in liquid and
investment assets is characteristic of the old-
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TasLE 10

DIFFERENCES IN COMPOSITION OF PORTFOLIO AMONG AGE GRouPs, DECEMBER 31, 1962

(Portfolio form as percentage of total portfolio; consumer units grouped by age of head)

Savings accounts

Publicly traded stock

Business not

Investment real estate managed by unit

Size of portfolio

FHead
35-54 55-64 65 and
over

Head PHead
35-54 55-64 65and ] 35-54 55-64 65and

Head
35-54 55-64 65and

over over

over

21 17 18 29
38 33 43 1
48 45 48 5
45 49 11
39 53 43 12
30 27 50 19
18 25 28 27
19 18 27 30

7 6 5 3

2 S 3 72

42 43 22 16 13 9 6 8
. . . . . . . .
6 1 5 9 5 1 2 .
4 4 10 6 8 . 7 .

17 7 21 9 16 2 1 9

18 7 24 22 19 8 11 4

21 33 33 29 19 I * 4

51 26 20 12 20 14 4 1

49 56 33 16 9 20 11 14

66 65 8 8 9 4 5 2

ki e

est group. Six dollars in every 10 of the
wealth of this group is in liquid and invest-
ment assets. The preference for these assets
among older units is shown in other ways
as well: approximately 2 units in 10 of those
with heads 65 and over had 90 per cent or
more of their wealth in liquid and invest-
ment assets compared with 1 unit in 10 of
the younger consumer units (see Table A
22). The large share in these assets is
achieved chiefly at the expense of invest-
ment in businesses or professions. Both the
share of wealth accounted for by businesses
and the proportion of units with a business
were smaller than among the younger
groups, except those under 35.

Home equities were substantial in the old-
est group, largely because so many homes
were owned free of debt. Among these units,
6 in 10 were home owners, and only 1 in

10 owed mortgage debt. For the oldest
group as a whole, however, liquid and in-
vestment assets were so important that home
equities accounted for a smaller share of
their wealth than for the younger groups.

The major characteristics of the oldest
group with respect to composition of wealth
are clearly attributable to age differences,
independent of the size of their holdings. At
most wealth levels, older units are less likely
to have their own businesses or to owe mort-
gage debt. Their wealth is also more con-
centrated in liquid and investment assets
compared with younger groups with wealth
of the same size. And, compared with
younger age groups with portfolios of simi-
lar size, consumer units with heads 65 and
over have more of their portfolios in savings .
accounts (Table 10).

EMPLOYMENT STATUS OF HEAD *

SELF-EMPLOYED AND EMPLOYED
BY OTHERS

The self-employed as a group were in better
circumstances than the units whose heads
were employed by others. Their incomes

were higher—with mean income for the
self-employed group at $10,841 and for the

18 Groups too small for separate analysis and too diverse to
be combined have been omitted from this analysis. These are
units headed by farm operators, farm laborers, persons under
65 years of age with no work experience during 1962, and
those whose occupation was not reported.
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group with heads employed by others,
$6,990. The self-employed were also much
wealthier; the midpoint in their wealth dis-
tribution, $21,958, compared with $4,895
foi the units with heads employed by others.
They were also somewhat older.

The employment classification is based on
replies to questions about the head’s employ-
ment rather than on the presence of business
investment. Accordingly, units classified as
in the employed-by-others group could, al-
though they rarely did, have their own busi-
nesses arising from business activities of
other members of the unit or from second-
ary activities of the head. And those in the
self-employed group could, and occasionally
did, report that they had no equity of any
value connected with their self-employment.

The Survey showed that the greater
wealth of the self-employed is not accounted
for by their businesses alone. Their equities
in owned homes were about twice and their
holdings of liquid and investment assets
about four times as much, on the average,
as for the group employed by others. It is
apparent, therefore, that the self-employed
as a group are in very different financial
circumstances from the group employed
by others.

With so much disparity in the amount of
their wealth, differences in the shape of the
wealth distributions might be expected. The
degree of inequality, however, as measured
by the Gini coefficient is about the same for
the two groups, with the coefficient for the
self-employed only slightly higher (Table
8). A different conclusion as to dispersion is
drawn from comparing the quartile devia-
tion, which is smaller for the self-employed
than for employees, but this measure does
not take account of the entire range of the
distribution. When Lorenz curves are drawn
for the two distributions, the curve for the

self-employed is nearer to the line of equal-
ity below approximately the 7th decile, but
at the upper end of the distribution the self-
employed show greater inequality than the
employees as to the distribution of wealth.
In view of the great differences between
them as to the size of their holdings, the
significant conclusion is that the two groups
differ relatively little as to the way wealth
is distributed within the groups.

To determine whether differences exist in
the kinds of investments held that can be
attributed to occupation, the composition of
portfolios of similar size was examined. Be-
cause the employment groups differed in
their age composition—the self-employed
being older on the average—and because
there were differences in portfolio prefer-
ences among age groups, the comparison
was confined to units headed by persons 35
to 64. A comparison of units similar as to
amount of wealth was not made because the
self-employed would obviously have smaller
shares in homes, liquid assets, and the like,
because their businesses are a substantial
share of their total wealth. For example, at
most wealth levels, business is at least one-
third of the wealth of the self-employed.

Given the same total amount of liquid
and investment assets, the self-employed
generally have more of it invested in real
estate and businesses not managed by the
unit head than do the units with heads em-
ployed by others. Possibly both types of in-
vestment are related to active participation
in their own businesses, either currently or
in the past. For example, an interest may be
retained in a business in which a unit mem-
ber was formerly active, or property owned
by a member. of the unit may be rented to a
business conducted by a member. Those em--
ployed by others, and especially those with
substantial portfolios, tend to have larger



:'"

DIFFERENCES AMONG GROUPS

35

SHARE OF PORTFOLIO IN SPECIFIED FORM, Two EMPLOYMENT STATUS GRrouPs, DECEMBER 31, 1962

TasLE 11

(Consumer units with head aged 35 - 64)

Liquid assets Investment assets
- Portfolio Busi-
Group characteristic (mean in | Total Check-{ Sav- u.s. Pubtic-| Mkt M ness Com-
dollars) All ing ings sav- All ly sel;:. Oft- | Real not pany
ac- ac- ings traded °:‘ er | 83282 | ociate | man- | S2Vs
counts | counts | bonds stock stt o{::lllc assets aged 1?85
by unit | P'208
Percentage distribution pf dollar aggregate
Head seif-employed........ 23,831 100 23 s 15 3 77 32 5 3 25 11 1
Size of portfolio:
$1-499..........c...t 170 100 99 46 42 11 1 -1 2 . b . -
$500 - 1,999 882 100 80 28 39 13 20 . * 5 9 5 .
$2,000 - 4,999. 3,431 100 60 14 42 5 40 12 1 1 17 10 .
$5,000 - 9,999...... 7,302 100 42 13 27 2 58 27 * 1 28 1 .
$10,000 - 24,999. 14,643 100 45 6 32 7 55 19 1 2 21 12 *
$25,000 - 49,999.. 32,825 100 31 6 19 6 69 16 . 3 49 1 1
$50,000 — 99,999, 69,052 100 37 3 27 7 63 21 1 10 10 20 1
$100,000 - 499,999. 186,875 100 13 4 7 2 87 28 3 3 35 17 1
$500,000 and over. . 1,233,720 | 100 9 2 6 . 91 58 14 2 10 7 .
Head empiloyed by others. . . 7,273 100 32 4 23 5 68 37 2 4 18 4 3
Size of portfolio:

1-499........ 178 100 97 43 39 15 3 1 1 . * . 2
$500 - 1,999.... N 100 82 24 48 10 18 6 1 1 5 1 5
$2,000 - 4,999. 3,252 100 70 12 49 9 30 9 1 6 8 * 6
$5,000 -9,999........... 7,203 100 63 6 45 13 37 12 * 2 15 2 6
$10,000 - 24999......... 15,033 100 42 32 6 58 19 1 5 26 3 4
$25,000 — 49,999......... 33,740 100 34 3 24 7 66 28 I 5 25 6 3
$50,000 - 99,999......... 72,226 100 22 2 15 5 78 43 1 5 23 4 3
$100,000 - 499,999....... 170,700 | 100 10 1 7 2 90 61 1 2 14 10 2
$500,000 and over.,..... 1,925,126 | 100 3 { 2 * 97 77 9 1 8 2 .

* Less than %4 of 1 per cent. .
Note.—Details may not add to totals because of rounding.

shares invested in publicly traded stock than
do the self-employed (Table 11).

Even though there is no systematic dif-
ference between the two groups as to the
share of portfolios of similar size held in
liquid assets, holders of the various types of
liquid assets are relatively more numerous
in the group employed by others. Owners of
checking accounts, of savings accounts, and
of U.S. savings bonds are more frequent in
the group employed by others than among
the self-employed with portfolios of similar
size (Table 12).

The smaller incidence of checking ac-
counts among the self-employed may reflect
the reporting method rather than a true dif-
ference between the groups in the extent to

which they use checking accounts. In meas-
uring wealth, it is especially difficult to dis-
tinguish between business and personal hold-
ings for the self-employed. Respondents
were asked to report as checking accounts
only those used wholly for personal pur-
poses, and to report business accounts and
those used for both business and personal
transactions as part of investment in busi-
ness. As a result, the self-employed are
shown to be less likely to have checking
accounts, especially when compared with
employees having portfolios of similar size.
This classification problem cannot be readily
solved, however, because results from the
opposite procedure would have been equally
difficult to interpret.
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TABLE 12

PERCENTAGE OF UNITS OWNING SPECIFIED FORM OF PORTFOLIO, TWo EMPLOYMENT STATUS GROUPS,
DECEMBER 31, 1962

(Consumer units with head aged 35 - 64)

Liquid assets Investment assets
. Busi-
Group characteristic ’;g:ﬂ Check-| Sav- | US. Public- l:g;' Mort- ness p::;:
folic | an | 08 | ings | sav- gy | Iy | other | gage | Real | not
ac- ac- ings traded | U 8agE | osiate n- | Sav-
counts | counts | bonds stock | L1ah | assets aged | ines
by unit | P'ans
Head self-employed.................. 95 92 70 69 29 51 26 5 8 27 10 2
Size of portfolio:
$1 - 499 100 100 63 54 11 4 1 3 * . . »
100 95 70 61 29 23 2 * 7 10 5 *
100 96 58 88 31 61 28 3 5 20 12 *
100 100 76 94 11 76 43 9 6 40 7 .
....... 100 92 81 83 32 86 st 3 6 45 23 .
........... 100 100 100 79 70 100 34 1t 23 77 4 10
, 999 ...l 100 100 91 77 43 100 86 15 34 34 39 2
$100,000 — 499,999......... ...§ 100 100 98 81 59 100 75 18 23 74 43 14
$500,000 and over............ ..o 100 100 100 77 64 100 99 69 13 55 32 15
Head employed by others............. 82 81 63 66 32 34 18 2 5 12 3 7
Size of portfolio:
1 - 499 100 99 74 62 16 4 2 1 hd . . 2
100 99 76 77 36 28 11 1 1 7 2 9
100 99 71 92 49 52 25 2 10 12 2 14
100 99 80 96 66 68 43 3 4 25 4 10
100 99 86 90 49 80 35 5 15 38 8 13
100 100 93 90 46 88 54 8 15 42 6 7
100 100 97 94 66 98 76 8 13 53 17 28
100 100 100 91 41 100 97 17 33 39 42 10
100 100 100 82 49 100 100 70 7 50 17 19

* Less than 14 of | per cent.

RETIRED

The retired group consisted of units with
heads aged 65 and over who did not work
during 1962. About 7 out of 10 of the unit
heads of 65 and over were retired. Accord-
ingly, the retired, being a subgroup of those
65 and over, have many of the characteris-
tics of that group, as described above. The
retired are older than the nonretired in this
age group and have much less income. Aver-
age age was 74 for the retired and 70 for the
nonretired. Average income was about
$2,800 and $7,300 for the two groups.'’
The wealth of the retired is best described
in terms of their age—that is, as an exten-
sion of the characteristics noted for the en-
17 These means have been derived from Table A 33 showing

data for the age group 65 and over and for the retired. Data
for the nonretired aged 65 and over are not shown separately.

tire group aged 65 and over. Most of the
ways in which the wealth holdings of units
65 and over differ from those of younger
units are accentuated in the retired group.
Median wealth for the retired was $8,197;
this is less than the median for the entire
group 65 and over. As with all groups, the
size of wealth varied a great deal, with 22
per cent of the retired having less than
$1,000 in wealth and 7 per cent having
$50,000 or more. The inequality of the dis-
tribution of wealth among the retired, as
measured by the Gini coefficient, was virtu-
ally the same, however, as for other occupa-
tional groups (Table 8).

Although their holdings of most forms of
wealth averaged less than those of the en-
tire group aged 65 and over, the sharpest
reduction was equity of the retired in busi-
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nesses. The small share that units with
retired heads had in their own businesses
was to some extent compensated by invest-
ments in businesses in which no member of
the unit was active. Doubtless these were
retained interests in businesses from which
the head of the unit had retired.

Liquid and investment assets made up a
much larger share of the wealth of those who
were retired than of units aged 65 and over
whose heads were working. A shift into
liquid and investment assets on the part of
the retired would be expected on the basis

of the tendencies noted for all older units,
but the shift is especially marked for the
retired in this older group.

Home equities accounted for only a mod-
erate share of the wealth of the retired be-
cause the group as a whole had so much in
liquid and investment assets. For retired
units with small amounts of wealth, how-
ever, home equities made up a large share
of what they had, two-thirds when wealth
was at least $1,000 but less than $5,000 and
three-quarters when wealth was at least
$5,000 but less than $10,000.

UNITS GROUPED BY POVERTY INCOME STATUS

In order to meet requests for data on the size
and composition of wealth of the population
classified as poor by the Social Security Ad-
ministration (SSA), the consumer units of the
Survey have been classified by poverty in-
come criteria supplied by that agency.*® This
method of classification differs from the in-
come classification used in the Survey in
that it takes account of the size of the con-
sumer unit as well as its money income.
The SSA has provided a choice of defini-
tions of poverty income levels. The two defi-
nitions have been used to classify the con-
sumer units of the Survey, and results are
presented in Tables A 37-A 43, using the
phrases “economy level” and “low-cost
level” for the two definitions as is done by
the SSA.* The first, which is designated

13 Mollie Orshansky, ‘‘Counting the Poor: Another Look at
the Poverty Profile,” and “Who’s Who among the Poor: a
Demographic View of Poverty,” Social Security Bulletin, De-
partment of Health, Education, and Welifare, January 1965,
and July 1965.

19 Because the Survey sample was designed for efficiency in
producing data on the size and composition of wealth, the
number of cases with high incomes is larger and the numbers
in the poverty groups smaller than would be provided by a
sample of the same size that employed uniform sampling rates,
Hence the data on the wealth of units with incomes below
poverty levels are based on small numbers. These are shown
in Table A 43. In spite of differences in sample size and de-
sign, this Survey yields the same general conclusions as to the
number and characteristics of units having incomes below
poverty levels as do the much larger Census samples used by
the SSA as a source of income data.

Level 1 in the tables, corresponds roughly
to a money income of $3,000 for a family
of four, and the second (Level 2) to about
$4,000 for a family of four. Income criteria
are, of course, lower for smaller families
and higher for larger ones.*® The brief dis-
cussion in this section makes use of the
grouping of units by the first, or lower, level
because it is the one generally used in dis-
cussions of the problem of poverty.*
Consumer units with little or no assets
were frequent in the group classified under
the SSA definition as poor on the basis of
their incomes, but there were some in the
upper portion of the wealth distribution. No
wealth of the kinds covered in the Survey
was reported by 28 per cent and 2 per cent
had more debts than assets; another 21 per
cent had some wealth but less than $1,000.
Wealth of at least $10,000 but less than
$25,000, was reported by 12 per cent of
those poor in income, and wealth of $25,000
or more by 6 per cent. Among those with
incomes at or above the poverty criteria lev-
20 Mollie Orshansky, ‘“Counting the Poor: Another Look at
the Poverty Profile,” Social Security Bulletin, Department of
Health, Education, and Welfare, January 1965, p. 28.

21 For example, Economic Report of the President, January
1966, p. 111, and January 1965, pp. 162-66.
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els, wealth was greater, but there were as
many as 19 per cent with no wealth or with
less than $1,000. Wealth of $25,000 or
more was reported by 20 per cent of those
with incomes above the poverty level.

Unsecured debts were not exceptionally
frequent in the group classified as poor on
the basis of their incomes, but the debtors
had such small amounts of assets to offset
these debts that consideration of net worth
shows a substantial number in an over-all
negative financial position, or with no net
worth. For example, 37 per cent of the units
had either negative or zero net worth—that
is, they were in debt or had no financial re-
serves after taking account of their debts.
This compares with 11 per cent of the units
with higher incomes.

Among those defined by the SSA as poor,
families as a group had larger amounts of
wealth than 1-person units—$6,167 on the
average compared with $5,846. Among
families, however, wealth was small for
those with more than 2 persons. Mean
wealth for families with 3 or 4 persons was
$3,586; for families of S or more persons,
it was $2,595 (see Table A 41).

Age also makes a difference among those
classified as poor on the basis of their in-
comes. Families with heads aged 65 and
over had more wealth, on the average, than
those with younger heads. As a result, al-
most half of the total wealth reported by
units with incomes below the povery criteria
was in the hands of the oldest third of the
group, namely 1-person units aged 65 and
over and families with heads 65 and over.

About 4 in 10 units in the group with in-
comes below the poverty level were home
owners, a lower rate of home ownership
than among those with higher incomes.
Among the older people, however, the pro-
portion owning homes in the group classified

as poor was close to the proportion among
those with incomes at or above the poverty
level. Frequencies of ownership of liquid
assets and of investment assets, on the other
hand, were low compared with the higher
income group. Differences result between
the two groups in composition of weaith.
Thus, home equities were a larger share of
wealth for the poor than for units with in-
comes at or above the poverty level (Table
13). This was especially true for older peo-
ple among the poor, both 1-person units and
families. Among those classified as poor, as
well as among those with higher incomes,
older units also tended to have more of their
wealth in liquid and investment assets than
did younger ones.

Even though most of those classified as
poor on the basis of these income criteria
have little or no reserves of wealth, there are
some with holdings large enough to raise the
question as to how the count of those defined
as poor would be modified if the criteria
took account of wealth as well as current
income. That is, how many of the units clas-
sified as poor on the basis of their incomes
might be expected to have levels of con-
sumption equal to or above poverty income
standards if they used their assets to supple-
ment their incomes? The answer to this
question will depend on the types of assets
considered and on the judgment as to the
span of time over which these assets are
assumed to be used.

A definition of wealth suitable for the
general purposes of the Survey is not neces-
sarily suitable for assessing resources that
can be used to supplement income. Liquid
and investment assets, consisting chiefly of
bank accounts and marketable securities,
are readily available. Investments in owned
homes, automobiles, or businesses and pro-
fessions, on the other hand, cannot be liqui-
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TABLE 13
SHARE OF WEALTH IN SPECIFIED FORM, PoOVERTY INCOME STATUS GROUPS, DECEMBER 31, 1962
(Percentage distribution of dollar aggregate)
|
Portfolio of liquid and investment assets
Busi-
ness, Investment assets i
Characteristic of Total | Own | Auto- px;?:is- 1 T T M.:iie.};
consumer unit wealth | home | mobile (farm, All Liquid Mkt. as“s':tsq
. non- assets Publicly sec.
farm) All traded | other Other
stock than
stock
Units with income below Level 11. ... 100 37 2 18 40 15 25 14 2 9 2
Unrelated individuals............. 100 45 t 8 44 23 21 8 - 14 1
Underage65.......00000nntn 100 37 2 18 40 18 22 15 - 7 3
Age65andover.............. 100 51 1 hd 48 27 21 2 . 19 H
Familiesof 2ormore............. 100 32 3 25 38 10 28 19 3 6 2
Size of family:
2 PEISONS. «« v ovvvcrnaoerscns 100 32 1 15 51 13 38 29 5 4 1
Jord........ 100 37 4 43 9 3 6 . * 6 6
5 or more 100 29 8 43 19 8 11 . . 11 .
Age of head:
Under 35 100 20 13 39 5 5 * - * L 23
35-44....... .... 100 32 7 42 18 9 9 . * 9 .
45-64........... 100 29 2 38 28 6 22 11 7 4 2
65 and over 100 37 1 3 58 15 43 36 . 7 .
All other units 100 26 3 19 47 13 34 18 2 14 6
Unrelated individuals............. 100 19 1 5 55 14 41 24 2 15 19
Underage65........00000enn 100 18 2 5 43 12 31 19 1 11 32
Age65Sandover.............. 100 21 1 5 72 18 55 30 S 20
Families of 2 or more 100 27 3 20 45 12 33 17 2 14 4
Size of family:
2 PEISONS. .. vvvurvvvnnnenenan 100 24 3 18 54 14 23 2 14
Jord.. ..o N 100 30 4 20 43 12 30 14 2 14 3
5 or more 100 29 4 26 33 9 24 11 1 12
Age of head:
Under 35 100 38 10 15 32 12 19 11 1 8 5
35-44......... 100 32 5 23 30 10 21 7 1 13 10
45-64......... 100 28 3 22 44 12 32 16 1 14 3
65 and over 100 20 1 15 63 15 47 28 5 15

* Less than 14 of | per cent.

1 Level 1 is the economy level as defined by the Social Security Administration. See also footnote 18, p. 37.
Note.—Based on means in Table A 41. Details may not add to totals because of rounding.

dated without drastic changes in ways of
living and working. To take account of the
use value of owned homes as a supplement

; to incomes, houses have been counted as
yielding returns equal to 4 per cent per year
on the equity. This is not the same as money
income, but rather a way of recognizing
that this equity would yield a return if in-
vested elsewhere. The implied return is re-
ceived not in cash, but in the use value of
the dwelling.

Even though almost 2 out of 5 in the
group classified as poor on the basis of their
current incomes owned homes, relatively
few had enough thus invested so that 4 per
cent returns on their equities, when added
to their incomes, would be sufficient to re-
move them from the count of the poor. One-
person and family units were much alike in
this respect; in other words, for 7 per cent
of the former-and 6 per cent of the latter,
allowance for home equities was large
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enough to compensate for the deficiency be-
tween their incomes and the poverty income
level (see Table 14).

TABLE 14

ASSETS IN- RELATION TO INCOME DEFICIENCY FOR
UNITsS WITH INCOME BELOW POVERTY LEVEL 1,
DeceMBER 31, 19621

(Percentage distribution of consumer units with income below Level 1)

All Unrelated | Families
units indi- of2
viduals or more
Units with income below Level 1 100 100 100

Deficiency compensated :
By allowance for home equity 2 6 7 6
By allowance for home plus

liquid and investment
assets3—
Sufficient4 for:
S yearsormore.........
3 years but less than 5. ..
2 years but less than 3. ..
1 year but less than 2. ...

W W

—
waND
N——

Deficiency not compensated :
Some liquid and investment
assetsd. ... ... iiiiaieans 13 14 12
No liquid and investment
assetsd........ . iiii e 61 49 70

1 Level 1 is the economy level as defined by the Social Security
Administration. See also footnote 18, p. 37.

2 Allowance estimated at 4 per cent of equity.

3 After deduction of personal noninstalment debt and instalment
debt incurred for purposes other than purchases of durable goods and
home repair and modernization.

4 Liquid and investment assets sufficient to meet gap between
poverty income Level 1 and 1962 money income plus allowance for
a 4 per cent return on home equity.

Note.—Details may not add to totals because of rounding.

Although liquid and investment assets
are more readily available as income supple-
ments than are some other forms of wealth,
their use may be restricted by unsecured
debt. Debts that represent outstanding obli-
gations other than those incurred for pur-
chase of automobiles, durable goods, and
home repair and modernization have, there-
fore, been deducted from the total of liquid
and investment assets in estimating the
availability of these assets as supplements
to current income.

The period over which liquid and invest-
ment assets are considered as being used up
is critical to the assessment of the contribu-
tion these assets can make to bridging the

gap between incomes and the SSA poverty
income level. One possibility is to assume
that liquid and investment assets (net of un-
secured debt) are to be used up over a period
of 5 years or more. The amount thus be-
coming available, supplemented by the use
value of owned homes, would make up the
difference between income and the poverty
criteria for 9 per cent of the families and 19
per cent of the l-person units classified by
the SSA as poor on the basis of their current
incomes (Table 14). When one considers
also the units with sufficient return on their
housing equities to bridge this gap, the con-
clusion is that 1 in 7 of the families classi-
fied as poor on the basis of their current
incomes and 1 in 4 of the l-person units
would not be so classified on the basis of
using their wealth to supplement their in-
comes. This concept of bridging the gap is
not intended to imply generous levels; rather -
these are sums that raise levels of living up
to poverty income criteria as defined by the
SSA.

Using liquid and investment assets over
shorter periods might also be considered. It
is apparent from Table 14, however, that
the proportions added by decreasing the
time span are small.”* Regardless of the time
span chosen, 8 out of 10 of the families and
6 out of 10 of the 1-person units classified as
poor on the basis of their incomes had no
equities in-owned homes or no liquid and
investment assets (after paying off unsecured
debts), or had an insufficient amount of these
assets to bring their potential consumption
up to the poverty income level.

22 Another possibility would be to convert wealth into income
on the basis of annuity yields, but this does not seem appro-
priate for the wide age range covered by this survey. The
income stream from a given sum would be small for young
units and large for older units, reflecting differences in life
expectancy. Moreover, the annuity approach does not cor-
respond with the way wealth is actually used. Outright pur-:-
chases of annuities are unusual, especially by those with low
incomes or small amounts of wealth.
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As a practicable program for raising con-
sumption levels of units with incomes below
poverty criteria, use of accumulated savings
has limits. Young people might be expected
to rely on their assets to tide them over tem-
porary periods of low income, but young
families with incomes below poverty levels
have little wealth. Units with head aged 65
years and over comprise about half of those
who, according to the analysis presented in
Table 14, have implied returns on their

home equities and sufficient liquid and in-
vestment assets to bridge the gap between
their incomes and the poverty income stand-
ard for at least 5 years. And if these older
units used their assets, they would have diffi-
culties in replacing them. Assuming that
wealth accumulated over a lifetime is used
to supplement retirement incomes, a pro-
gram for such use of these assets would need
to take into account individual uncertainties
as to life expectancy and emergencies.
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DEFINITIONS

NET WORTH

For purposes of this Survey net worth consists of
the asset components described below less all debts
covered by the Survey.

WEALTH

For purposes of this Survey wealth consists of the
asset components described below, less the debts
secured by these assets. The few units who re-
ported negative wealth are included in the data
for all units, but are not shown separately in the
tables.

COMPONENTS OF WEALTH

The asset itself is defined here, and the debt se-
cured by the asset, which is deducted to deter-
mine the equity value included in wealth, is de-
fined under components of debt.

Own home

Represents the respondent’s estimate of the market
value of his principal residence as well as any
vacation homes owned, less debt secured by such
properties. If a principal residence was used partly
for business purposes, only the nonbusiness (per-
sonal) share of the value and of debt outstanding
are included here; the business portion is included
under business and profession. Owner-occupied
farm residences are not included here; they are
counted as part of the value of the farm and are
included under business and profession.

Automobile

Represents the respondent’s estimate of the market
value of his car in the majority of cases. In the
remaining cases, where the respondent’s estimate
was lacking or inadequate, values from the Red
Book of the National Market Reports, Inc., were
used. Debts secured by automobiles were deducted.
When an automobile was used for both business
and personal purposes, the market value and the
debt included here are only for that portion of the
automobile representing its personal use as re-
ported by the respondent. The portion represent-
ing business use, as well as the value of automo-
biles used wholly for business, is included in the
equity in the business.

Business, profession (farm and nonfarm)
Consists of the equity in farm and nonfarm sole

proprietorships, partnerships, and closely held cor-
porations in which the respondent considered him-
self to be active in management. Closely held cor-
porations are those whose shares are owned en-
tirely by one individual, a family, or a small num-
ber of individuals usually associated by ties of
business relationships or friendship. The shares of
such corporations are not considered publicly
traded because there is no public market for the
stocks, and any sales are usually direct and pri-
vately negotiated. Equity in business by self-em-
ployed professionals is also included.

Respondents were asked to value their businesses
on two bases—book and market. Book values
rather than market values were incorporated in the
wealth estimates because so many respondents were
unable to provide any meaningful estimate of the
price for which their business might be sold. Most
respondents, on the other hand, were able to pro-
vide book values because they keep records, if for
no other purpose than income taxes.

The book value figure included the full amount’
of any checking accounts used for both business
and personal purposes, the business share of assets
such as automobiles and residences that are used
for both business and personal purposes, and the
business share of associated debts. For farms, the
entire value of the residence was included in the
value of the farm.

Liquid assets

Consists of checking accounts, savings accounts,
and U. S. savings bonds at maturity or face value.

CHECKING ACCOUNTS include regular and spe-
cial checking accounts that are for personal use
only. Checking accounts used solely for business
purposes as well as accounts that are for both
personal and business use are included as part of
the equity in business.

SAVINGS ACCOUNTs are classified by type of
institution—savings accounts in banks, shares in
savings and loan and in building and loan asso-
ciations, shares in credit unions, and accounts in
any institution whose type was not ascertained.
Savings accounts include time deposits, certificates
of deposit, Christmas club accounts, and vacation
accounts.

Savings accounts in banks were classified as
being in mutual savings banks or in commercial
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banks on the basis of the name of the bank pro-
vided by the respondent. Mutual savings banks
were identified from the /1963-1964 Directory and
Guide to the Mutual Savings Banks of the United
States (published by the National Association of
Mutual Savings Banks). The remaining bank
accounts, including those in banks that could not
be identified, were classified as in commercial
banks. Savings and loan associations were identi-
fied in the Directory of American Savings and
Loan Associations (published annually by the T.
K. Sanderson Organization, Baltimore, Maryland).

U.S. saVINGS BONDs are nonmarketable bonds
issued by the U.S. Government. Series E, F, and
J bonds are purchased for a fixed amount, which
is always less than the maturity value of the
bond. When the bond is cashed, the owner receives
the amount he paid for the bond plus interest,
which varies with the length of time the bond has
been held. The holders of income bonds (Series
G, H, and K) receive interest payments semi-
annually. Income bonds are redeemable at their
face value, or slightly less, after being held for a
short period of time. In this Survey, Series E, F,
and J bonds were reported at maturity rather than
at current redemption value because it was felt
that a request for current redemption values would
place an unreasonable burden on respondents, es-
pecially those with large holdings. Income bonds
were reported at face value.

Investment assets

Is a term adopted by the Survey in order to group
together certain assets that had some common
characteristics as a form of wealth. They consist
of publicly traded stock, marketable securities
other than stock, mortgage assets, real estate, busi-
ness investments not managed by a member of
the unit, and company savings plans. Debts se-
cured by these assets have been deducted in
deriving the wealth components.

PUBLICLY TRADED STOCK consists of common
and preferred stock in corporations other than
closely held corporations, shares in mutual funds
and other investment companies, and share in in-
vestment clubs, plus credit balances at security
dealers, less debit balances and less loans secured
by these stocks.

Types of stock were valued at market prices
prevailing on December 31, 1962. On the basis of

information supplied by the respondents, issues
were identified in one of the following manuals or
newspapers (publishers are given in parentheses):
(1) Security Owner's Stock Guide, January 1963
(Standard & Poor’s Corporation, 345 Hudson
Street, New York 14, N.Y.}; (2) Bank and Quo-
tation Record, January 1963 (William B. Dana
Company, 25 Park Place, New York 8, N.Y.);
(3) The National Monthly Stock Summary, Octo-
ber 1, 1962—April 1, 1963 (The National Quota-
tion Bureau, Inc., 46 Front Street, New York 4,
N.Y.); (4) Investment Companies 1963, Mutual
Funds and Other Types (Arthur Wiesenberger &
Company, 61 Broadway, New York 6, N.Y.); (5)
Moody’s Industrial Manual, Moody’s Bank & Fi-
nance Manual, Moody’s Public Utility Manual,
and Moody’s Transportation Manual (Moody’s
Investors Service Inc., 99 Church Street, New
York 7, N.Y.); (6) The Wall Street Journal
(Dow Jones & Company, Inc., 30 Broad Street,
New York 4, N.Y.); and (7) The New York
Times (The New York Times Company, Times
Square, New York 36, N.Y.).

Generally the closing sale price was used;
in other cases, the bid price. Respondents were
asked to supply December 31, 1962, market
values for stocks that they believed were not
listed in most newspapers. These values were used
if the stock could not be located in one of the
newspapers or manuals used in the valuation
process. A few stocks that could not be identified
and for which respondents did not give values
were valued at zero. In a number of instances in-
volving preferred stock, the information supplied
by the respondent was insufficient for positive
identification because there was more than one
preferred issue outstanding. The value used was
generally that for the preferred issue with the
largest number of shares outstanding, on the
assumption that this issue was the most widely
held.

To derive equity for types of stock—common
stock, preferred stock, and stock for which type
was not ascertained—the total debt secured by
stock (debit balances at security dealers and
loans secured by stock) was apportioned among
these types on the basis of size of holdings. In all
cases equity in investment clubs equals market
value of share holdings of investment clubs. Equity
in mutual funds is equal to the market value of the
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respondent’s holdings of mutual funds except in
the few cases where the process of netting total
debt secured by stock against common stock, pre-
ferred stock, and stock of type not ascertained re-
sulted in a negative equity in one or more of the
components. In these cases the debt was appor-
tioned among mutual funds and common stock,
preferred stock, and stock of type not ascertained.

Credit halances at security dealers are the net
amounts the brokerage concern owes the cus-
tomer. Consumer units are classified as having
either a credit balance or a debit balance on the
basis of the netting of all balances for all mem-
bers of the unit.

MARKETABLE SECURITIES OTHER THAN STOCK
consist of bills, certificates, notes, bonds, and
debentures issued by the U.S. Government, by
State and local governments, by foreign and
domestic corporations, and by foreign govern-
ments, less debt secured by such securities. These
securities were reported at par rather than mar-
ket value because it was felt that respondents
were unlikely to know current market values,
especially for the many issues that are infre-
quently traded, and because it would be difficult
to obtain the information needed for valuing
these securities.

MORTGAGE ASSETS are amounts outstanding on
December 31, 1962, on loans owed to the con-
sumer unit that were secured by mortgages.

INVESTMENT REAL ESTATE consists of real estate
owned by the unit, other than owned homes and
real estate connected with a business or profes-
sion. Included are houses owned for investment
purposes, properties put to commercial use, struc-
tures used for industrial purposes, and undevel-
oped land held for investment or building pur-
poses. Market values on December 31, 1962, as
reported by respondents, less outstanding debt se-
cured by this real estate were used.

BUSINESS INVESTMENTS NOT MANAGED BY UNIT
consist of equity in farm and nonfarm partner-
ships and closely held corporations in which no
member of the unit was active in management.
These business investments were valued at market,
as reported by the respondents.

COMPANY SAVINGS PLANS consist of the amounts
that members of the unit could have withdrawn
from company savings plans, profit-sharing plans,
and other deferred income plans (but not retire-

ment plans), had they left their jobs on Decem-
ber 31, 1962.

Miscellaneous assets

Consists of beneficial interests in assets held in
trust, nonmortgage loans to individuals, and other
assets, which consist of oil royalties, patents, and
commodity contracts. Trusts in which a member
of the unit had rights only to income were not
included.

TOTAL DEBT

For purposes of this Survey, total debt consists of
debts secured by own home and by investment
assets, personal debt, and debt on life insurance
as described below. Included are all debts owed
by members of the unit on December 31, 1962,
except debts owed in the name of a business.

COMPONENTS OF DEBT
Debt secured by own home

Consists of mortgage debt on principal residences
and vacation homes outstanding on December 31,
1962. This debt was deducted from market value
of own home to derive the equity included in the
measure of wealth.

Debt secured by investment assets

Consists of debts secured by stock, other market-
able’ securities, and investment real estate. The
amounts of these debts outstanding on December
31, 1962, were deducted from the appropriate
components of wealth.

DEBT SECURED BY STOCK consists of debit bal-
ances at security dealers and loans secured by
stock.

Debit balances at security dealers are the net
amounts customers owe to the broker. Consumer
units are classified as having either a credit bal-
ance or a debit balance on the basis of the netting
of all balances for all members of the unit.

Loans secured by stock are loans with stocks used
as collateral, regardless of type of lender and
purpose of the loan.

DEBT SECURED BY MARKETABLE SECURITIES
OTHER THAN STOCK consists of loans with market-
able securities other than stock used as collateral,
regardless of type of lender and purpose of loan.

DEBT SECURED BY INVESTMENT REAL ESTATE
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is debt outstanding on December 31, 1962, that
was secured by mortgages on investment real
estate holdings.

Personal debt
Consists of instalment and unsecured noninstal-
ment debts outstanding on December 31, 1962.

INSTALMENT DEBT consists of amounts owed
for the purchase of automobiles and for other pur-
poses on which regular instalment payments are
made. The debt may be owed to a bank, to some
other financial institution (such as a sales finance
company or a credit union), to a retailer (such
as a department store), or to an individual.

Automobile instalment debt is secured by the
automobile and has been deducted from the
market value to derive the equity included in the
measure of total wealth.

Other instalment debt is the part of instalment
debt that is not secured by the assets included in
the wealth concept of this Survey. It includes debt
incurred for the purchase of household durable
goods, for home repair and modernization (unless
the expenditure is financed by a mortgage loan on
own home), and for other personal expenses.
Budget accounts, 60- or 90-day accounts, even
though the payments involved are uneven or
irregular, and revolving credit plans are included,
but 30-day charge accounts are not counted.

NONINSTALMENT DEBT includes unsecured
debts to doctors, hospitals, banks, other financial
_ institutions, and private individuals in which there
is agreement to repay in one lump sum or at
irregular intervals over the term of the loan.

Debt on life insurance policies

Consists of debt secured by life insurance. For
purposes of this Survey, such debts are counted as
unsecured because the cash surrender value of life
insurance policies is not included in the wealth
estimate.

ASSETS COVERED BY SURVEY AND
EXCLUDED FROM WEALTH CONCEPT

Investment in life insurance

Consists of cash surrender value of life insurance
policies less debt outstanding on insurance poli-
cies. Accumulated dividends were not covered.
In the financial section of the Survey question-
naire, the respondent was asked directly for the

cash surrender value of his life insurance policies.
(See question 11.b.(2) on page 3 of the Family
Balance Sheet and Income Statement, Question-
naire Form, page 67.) If the respondent was un-
able to provide this information, he was asked the
type of policy, face value of the policy, name of
issuing company, premium, and age of insured at
purchase. This information was recorded on a sup-
plemental form not shown in this report. These
data were used in estimating cash surrender value
on an individual policy basis, but it became obvi-
ous that the descriptions furnished by the respond-
ent were often insufficient and were generally in-
consistent with the life insurance data supplied
when respondents were interviewed again for the
Survey of Changes in Family Finances in order to
obtain data on saving. Accordingly, investment in
life insurance was not included in the wealth esti-
mates. The data obtained are shown in Table A 31.

The figures in Table A 31 on percentage of
consumer units reporting equity in life insurance
and on the mean amount of life insurance equity
were based on the values estimated by the process
described below, in addition to the cash surrender
values supplied by the respondents. -For those
recorded as “not reporting,” values could not be
estimated. The estimated values were not revised
to take account of corrections introduced by the
respondent in the reinterview.

The following material summarizes the valu-
ation procedure that was developed. The informa-
tion necessary for determining cash surrender
value is type of policy (ordinary life, limited pay-
ment life, endowment, etc.), face value of policy,
age of insured at time policy was purchased, and
number of years policy has been in force (present
age as given in the demographic information in
the Survey minus age of insured at purchase).
For National Service Life Insurance policies (also
described as U.S. Government, GI, or veterans’
insurance) the date of conversion was accepted
as the purthase date for determining age at pur-
chase and number of years in force. The basic
references are: (1) Actuarial Tables, American
Experience Mortality Table, 3 per cent; (2) Actu-
arial Tables, Commissioners’ 1941 Standard Ordi-
nary Mortality Table, 2Y2 per cent (published by
the Society of Actuaries in 1946); and (3) Flit-
craft Compend (published by Flitcraft, Inc., 75
Fulton Street, New York 38, New York). The
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first reference should be used for all policies issued
before 1948, the second for policies issued in
1948 or later. Many problem cases were resolved
by studying the various plans offered by the
issuing company; for this purpose the third refer-
ence was useful.

The appropriate reference and information on
type of policy, age at date of issue, and number of
years in force were used to find the cash surren-
der value per $1,000 of face amount. This was
multiplied by the face value of the policy (in
thousands) to obtain the estimate of cash surren-
der value. The valuation procedure for paid-up
insurance was simpler: once a policy is paid up,
the cash value depends only on the attained age of
the insured and could be found in a table in the
second reference.

One problem concerns policies with term riders.
If the reported face value includes the value of
the term insurance, the above procedures result
in an overstatement of cash surrender value. Such
problem cases can be handled by a comparison
of the reported premium with the premium shown
in the actuarial tables for the particular type of
basic insurance concerned. If the reported pre-
mium per $1,000 is substantially smaller than the
premium in the tables, such cases should receive
a professional review to determine whether or not
a rider is involved.

Equities in annuities and in retirement plans

Consists of amounts that had been paid for an-
nuities as of December 31, 1962, and amounts
that members of the unit could have withdrawn
from retirement plans had they left their jobs on
December 31, 1962. Because one-fourth of those
who had investments in retirement plans did not
report their equities, and examination suggested
that the reports were of poor quality, the data
were omitted from the wealth estimates. They are
presented in Table A 31. Failure to report values
was less serious for annuities than for retirement
plans, but aggregate equity values were small com-
pared with those in life insurance and in retire-
ment plans.

INCOME

The total money income received in 1962 by all
members of the consumer unit before any payroll
or income tax deductions is the income concept
used in this Survey. The following components

are included: wages, salaries, commissions; net
income from unincorporated businesses or profes-
sions (farm and nonfarm)—both sole proprietor-
ships and partnerships: dividends: interest; net
income from rents; pensions and social security
payments; and any other periodic payments re-
ceived by members of the unit. The few units who
reported negative incomes during 1962 are in-
cluded in the data for all units, but are not shown
separately in the tables.

CONSUMER UNITS

For purposes of this Survey consumer units
consist of families and unrelated individuals as
defined by the Bureau of the Census. The Census
definition of the term “family” is a group of two
or more persons related by blood, marriage, or
adoption and residing together. The term “un-
related individuals,” as defined by the Census
Bureau, refers to persons (other than inmates of
institutions) who are not living with any relatives.
An ‘“‘unrelated individual” may constitute a .1-
person household by himself, or he may be part
of a household including one or more other
families or unrelated individuals, or he may reside
in group quarters such as a rooming house.

EMPLOYMENT STATUS

Groupings by employment status are modifications
of Census Bureau occupation and class-of-worker
classifications. The self-employed group consists
of units whose heads were active in the manage-
ment of a nonfarm family business, including
closely held corporations and partnerships as well
as sole proprietorships, and units whose heads
were professional persons reporting themselves as
self-employed. Whether they had an investment of
any value in their business was not a consideration
in this classification.

The employed-by-others group consists of units
in which the main occupation of the head was as
an employee of someone else; farm laborers are
not included. Thus this group includes units with
members other than the head active in the manage-
ment of family businesses and units in which
active management of a business was a secondary
occupation of the head.

The retired group consists of units whose head
was 65 years or older in 1962 and who did not
work during that year.
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Farm operators. farm laborers, units with head
under 65 reporting no work experience during
1962, and units who did not report occupation are

included in the data for all units, but are not shown
as separate groups in the tables of data classified
by employment status.

SAMPLE DESIGN *

The sample for the Survey of Financial Charac-
teristics of Consumers was designed to be repre-
sentative of all consumer units and at the same
time to yield a sizable number of consumer units
in the upper income and wealth groups. To obtain
a large number of units with substantial amounts
of wealth requires either a very large sample size
or a heavy oversampling of units expected to have
above-average amounts of wealth. The latter pro-
cedure was chosen for this sample.

The oversampling of wealthier consumer units
was intended both to improve the reliability of
estimates of financial assets, which are concen-
trated among a relatively small proportion of the
population, and to provide a sufficient number of
consumer units to permit analysis of investment
behavior.

The Survey was based on results of field inter-
views obtained from a sample of consumer units
(families of two or more plus unrelated indi-
viduals) in the United States. The sample was
designed to yield approximately 400 cases in each
of 9 strata, the strata being based on 1960 income.
In order to.obtain the desired 400 cases, the origi-
nal sample selection in strata [ through 7 was in
excess of 400 units in each stratum. The excess
was necessary because some dwelling units which
had a probability of selection were vacant during
the survey period or were otherwise “out-of-
scope.” As may be seen in Table 15 on page 52,
the actual number of cases “in scope” on Decem-
ber 31, 1962, varied from stratum to stratum and
totaled 3,551 for all 9 strata.

The sample was selected from three basic
frames:

(a) Housing units enumerated in the 1960 Cen-
sus of Housing. Military installations and institu-
tions such as nursing homes, penitentiaries, and
hospitals were not included in the sampling frame;
thus, persons residing in such places are not repre-
sented in the sample.

(b) Housing units built since the 1960 Census.

23 This discussion was prepared by the Statistical Methods
Division of the Bureau of the Census.

(¢) Persons who filed an income tax return
with an adjusted gross income (AGI) of $50.000
or more with the Internal Revenue Service for
Tax Year 1960.

The consumer units designated for interview,
that is, the units on which the results of the Survey
are based. were associated with the sample selected
from the frames as follows:

(1) For the sample drawn from frame (a) or
(b), the consumer unit residing in the selected
housing unit on the interview date was inter-
viewed. The interview data collected were for the
consumer unit as it was composed on December
31, 1962, regardless of its residence on that date.

(2) For the sample drawn from frame (c), the
consumer unit which on December 31, 1962, in-
cluded the selected person was interviewed.

The process of sampling involved the use of
the 1960 Census questionnaires and individual
income tax returns for Tax Year 1960 filed with
the Internal Revenue Service. The survey process
was carefully controlled to insure that the data
furnished the Census interviewers by the re-
spondents in this Survey and in the 1960 Decen-
nial Census were not disclosed to the Internal
Revenue Service. Conversely, data on the income
tax returns were not disclosed to anyone other
than Census central office personnel involved in
the selection of the sample. The interviewers were
not told the sources of the names and addresses
given them to interview. Tabulations made from
the sample cases were prepared so as not to dis-
close the identity of individuals selected either
from the income tax returns or from the Census.

The nine income strata are:

Under $3,000
$3,000-$4,999
$5,000-57,499
$7,500-%$9,999
$10,000-$14,999
$15,000-$24,999
$25,000-$49,999
$50,000-$99,999
$100,000 and over

WO NN A W=
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The sample for the first seven was drawn from
the groups described under (a) and (b) above.
For sampling purposes, a housing unit occupied
in 1960 was assigned the income of the consumer
unit residing there in 1960. A housing unit vacant
in 1960 was assigned to an income stratum based
on the income of a neighboring household. A

was assigned an-income stratum based on its value.
The sample to represent the last two income strata
was drawn from group (¢).

The sample cases for strata 1 through 7 were
selected within a restricted set of sample areas
(counties or groups of counties) throughout the
country. For cases selected for strata 8 and 9
the sample was taken throughout the United States
—although persons residing in the set of sample
areas were given a greater probability of selection
than those not residing in these areas. The pro-
cedure of concentrating sample cases in a re-
stricted set of areas where possible was adopted
in order to reduce the cost of the field interview.

The sample for strata 1 through 7 was selected
in the following way: As the first step, a systematic
sample of housing units and persons from_the
1960 Census 25 per cent sample was selected at
a rate, varying for each of the income strata, estab-
lished so as to yield somewhat more than the
desired 400 sample cases in each stratum; the
sample units were next subsampled in conjunction
with units * own to be vacant in 1960 and units
which werc reported as built since the 1960
Census. The sample of units constructed since the
1960 Census was selected from a sample of the
building permits issued by permit-issuing jurisdic-
tions during the period January 1960 through
December 1962. Jurisdictions that did not require
building permits were represented by a sample of
newly constructed units in these areas drawn from
a list prepared by the Census Bureau with the

assistance of local sources. This final stage of
sampling was done in such a way as to yield the
required 400 sample cases in each stratum.

The sample for strata 8 and 9 was selected from
the Internal Revenue Service Statistics of Income
sample and resulted in the selection of a set of
individuals.?* The interviewing process, however,
included all members of the consumer unit to
which the sample individuals belonged as of De-
cember 31, 1962. Thus, the probability of a con-
sumer unit appearing in the sample was propor-
tional to the number of members who filed an
individual income tax return with an AGI of
$50,000 or more for Tax Year 1960. The prob-
ability of selection for each consumer unit in the
sample was used to adjust the weights for the
preparation of the estimates from the sample cases.

The Census records do not ordinarily show de-
tail beyond the category *“$25,000 and over.”
Therefore, a housing unit sampled from the Cen-
sus files with income reported as $25,000 or more
(income stratum 7) may have included an individ-
ual who had reported an AGI of $50,000 or more

- on his tax return for Tax Year 1960. Such a per-

son would also have a probability of selection in
income stratum ¢ or 9. This possible duplication
in the sampling frame was removed by determin-
ing the 1960 income reported to the Internal
Revenue Service for consumer units living in the
housing units selected from the Census file for
income stratum 7. Those consumer units, a mem-
ber of which reported $50,000 or more of AGI to
the Internal Revenue Service, were removed from
the sample selected from stratum 7 since such
units would have their proper chance of being se-
lected from the Internal Revenue sample.

# For a description of the Internal Revenue Statistics of
Income sample, see Statistics of Income, Individual Income Tax
Returns for 1960, U.S. Treasury Department, pp. 19-21.

COLLECTION AND PROCESSING OF DATA

QUESTIONNAIRE FORMS AND FIELD
OPERATION

The Survey of Financial Characteristics was con-
ducted for the Board of Governors by the Census
Bureau in the spring and summer of 1963. After
considerable experimentation with methods for ob-
taining the balance sheet data, two methods were

adopted for the 1963 survey: self-enumeration for
the upper income 40 per cent of the sample and
personal interviews for the remainder. A separate
form was developed for each.

The interviewers were employees of the Census
Bureau who were given 3 days of special training
in using the questionnaire forms for collection of
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the financial data and the demographic informa-
tion. In the first contact with the sample consumer
unit, the interviewer obtained the demographic
information for the unit as it existed on December
31, 1962. This included the following for each
member of the unit: age, sex, marital status, edu-
cation (for head and wife only), number of
months worked for pay in 1962, whether part-time
or full-time work, and the occupation and indus-
try of the job held the longest by the individual
during the year. For each member of the unit
other than the head, it also included the individ-
ual’s relationship to the head.

The procedure varied after this point, depend-
ing on the type of interview that had been desig-
nated and the type that was in fact conducted to
obtain the financial data. Self-enumeration had
been designated for the consumer units in the
upper income classes. Experience in the pilot sur-
veys indicated that this method was preferred by
respondents with complicated financial affairs and
often resulted in the use of records, thereby im-
proving the quality of the data. However, if the
respondent expressed a definite preference for a
personal interview, the interviewer was instructed
to change forms and proceed.

If the financial data were to be supplied by self-
enumeration, the next series of questions related
to the respondent’s reasons for saving, the objec-
tives he tried to achieve in his investment program,
the type of asset he thought would best meet the
requirements, and the type of assets that would
represent the best compromise in meeting the ob-
jectives. Questions were then asked regarding in-
heritances and trusts, including trusts established
by members of the unit and those established by
someone outside the unit which named a member
of the consumer unit as the beneficiary. At this

point the interviewer left the Family Balance Sheet
and Income Statement questionnaire to be com-
pleted by the respondent and arranged either to
pick up the completed questionnaire or to have
it mailed.”® If the form was picked up, the inter-
viewer was instructed to review it and to ask ques-
tions about responses that had not been properly
completed earlier.

If the financial data were to be supplied by a
personal interview, the interviewer asked the ques-
tions regarding reasons for saving, inheritances,
and trusts, and then asked the specific questions
relating to the respondent’s assets and liabilities.
These questions were completely spelled out in
the questionnaire form for a personal interview,
along with introductory and explanatory para-
graphs designed to make the questions understand-
able and to lead the respondents from one topic
to the next. In concluding, the interviewer asked
the attitudinal questions regarding investment ob-
jectives and the type of asset that met these ob-
jectives.

The Survey yielded 2,557 respondents who gave
data sufficiently complete to tabulate. The propor-
tion of those drawn in the sample who responded
was 72 per cent, with smaller proportions in the
upper income strata. When the number of re-
sponses in each stratum is weighted by the rela-
tive importance of the stratum in the total popula-
tion—a procedure necessary in order to compare
results with other consumer surveys—the over-all
response rate was 85 per cent.

The 994 nonrespondents can be classified in
three ways as shown in Table 15: (1) those whom
the interviewers were unable to trace; (2) those
whom the interviewers were unable to contact be-

23 The questionnaire form is reprinted on pp. 65-77.

TABLE 15

NUMBER OF RESPONDENTS AND NONRESPONDENTS BY INCOME STRATUM

Income stratum!
All

1 3 4 5 6 7 8 9
Total in SCOPE. v vviivneniiirvannenns 327 376 401 404 421 409 461 380 372
Respondents........... 284 335 341 335 333 298 302 191 138
Nonrespondents. . ...... 43 41 60 69 88 111 159 189 234
Unable to trace 8 9 3 5 7 s 2 6 9
NONCONLACE . . v v v e vivnennnaaneerses 11 8 3 6 2 14 20 21 35
Refusal of financial data.............. 820 24 24 54 58 79 92 137 162 190

1 For definition of income strata, see page 50.
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cause they were unavailable during the survey
period or were temporarily absent, etc.; and (3)
those who refused to give any financial informa-
tion whatever or who gave so little that it could
not be used.

EDITING AND PROCESSING

The completed questionnaires were returned to the
Census Bureau for some initial editing and for
transfer of the basic data to magnetic tape.

The basic data tape was subjected to 2 series
of computer edits: the first included checks for
completeness and for valid codes in only a tech-
nical sense, while the second was designed to check
for consistency. The general nature of the con-
sistency checks was as follows: (1) if the data
showed ownership of a particular asset, there
should also be income from this asset; (2) if the
data showed income from a particular type of
asset, ownership of such an income-yielding asset
should also be reported; (3) if a member of the
unit were reported as having worked, wage and
salary income should be reported unless this mem-
ber were reported as active in a business, in which
case there should be a report of income from a sole
proprietorship, partnership, or farm; (4) if a mem-
ber of the unit reported that he did not work, he
should not have received any wage and salary in-
come or business income; (5) data should not be
reported for a type of member whose presence
was not indicated in the demographic information;
(6) a variety of checks for consistency within the
demographic information. These checks revealed
numerous inconsistencies in the data. Many of
these were due to errors that had been introduced
during the coding and processing, and these errors
were corrected. In numerous other instances the
data as reported in the questionnaire were indeed
inconsistent but were left as reported.

Of the 2,557 respondents in the Survey, 1,859
answered all the questions necessary for the wealth
and income concepts used—that is, they reported
whether or not they owned each asset or owed
each debt item, whether or not they received in-
come, and the dollar amounts where appropriate.
Of the 698 respondents who did not answer all
the questions, 426 did report whether or not they
had each asset, debt, or income item, but one or
more dollar amounts were not reported. The pro-
cedures followed in estimating the missing items
are discussed later.

In the remaining 272 cases there were one or
more questions that were not answered by the re-
spondent or were not completed by the inter-
viewer. Although the problem was not confined to
the self-enumeration questionnaires, it was espe-
cially prevalent in these forms because some of
them were mailed back to the Census Bureau
office, and because in many instances where the
interviewers picked up the completed forms they
failed to review them. Approximately 80 per cent
of the questionnaires reviewed because some ques-
tions were not answered were self-enumeration
questionnaires.

The review of the unanswered questions in the
self-enumeration questionnaire revealed two pat-
terns: (1) the respondent filled in dollar amounts
on those asset, debt, and income items for which
he had amounts to report, but left all the other
questions blank—that is, he failed to make use of
the NONE boxes provided in the questionnaire;
(2) the respondent answered all but one or two
questions, which were left blank, while he had
generally supplied a dollar amount or checked
the NONE box. In the first pattern of incom-
pleteness, the blanks were generally assumed to
be NONE and were treated as such in further
processing. In the second pattern, if the blank
was an income entry for an asset for which the
respondent had reported ownership, the blank was
assumed to be present because the respondent
knew he had a dollar amount but did not know
the exact amount. These blanks were coded as
“amount not ascertained,” and during a later stage
in the processing they were assigned a dollar
amount. The majority of unanswered questions
were income items.

In the self-enumeration questionnaire, certain
blanks appeared frequently, apparently because
of specific features of the questionnaire design.
These blanks were in the following questions: (1)
U.S. savings bonds (Sec. 1, Part A, No. 2); (2)
U.S. Government bonds (other than savings
bonds) by maturity date (Sec. 1, Part A, No. 6);
(3) vacation homes and other residences owned
(Sec. I, Part F, No. 18b); and (4) the personal
debt section, where blanks also appeared to be an
outgrowth of the questionnaire design because they
occurred frequently in the second, third, and fourth
parts of the instalment and noninstalment sections
after NONE had been checked for the first part.
The blanks in the U.S. Government bonds (other
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than savings bonds) by maturity date, in vacation
homes and other residences, and in the personal
debt section have in common the fact that the
questionnaire design makes the series of questions
relating to these items appear to be a subgroup
of the preceding question. Thus it seemed under-
standable that the respondent left them blank when
he did not own the particular asset in question or
owe the specific type of debt. Accordingly, these
blanks were processed as NONE if the respondent
made no additions when given the opportunity in
the reinterview.

The blanks in the U.S. savings bonds question
are of a slightly different nature. This is the one
question that seemingly was just overlooked and
accordingly where holdings may have been under-
estimated by processing the blanks as NONE.
Some of the gaps were filled by the addition of
data in the reinterview. Assuming that all of the
remaining blanks should have been dollar amounts,
which is highly unlikely, the percentage owning
is understated by less than 2 per cent.

The review of the personal interview question-
naires showed less pattern among the unanswered
questions. However, there were several questions
that the interviewers seemingly failed to ask in
many instances. With a few exceptions the code
“not ascertained whether” was used for a blank in
a personal interview form when it was uncertain
that the interviewer had asked the question. One
exception was dividends from publicly traded
stock where, in a number of cases, the question-
naire design apparently led to failure to ask the
question. In this case, the “not answered” code
was changed to an “amount not ascertained” for
respondents with publicly traded stock holdings,
and to NONE for those not reporting ownership.
Another exception was debt on life insurance,
where again the questionnaire design led to failure
to ask the question. In view of the general inade-
quacy of the life insurance data, it was felt that
estimates of debts would not be satisfactory, so
all such cases were considered NONE.

Some of the missing information on wealth was
supplied when respondents in this Survey were
interviewed again in the spring and summer of
1964 for the Survey of Changes in Family
Finances. The questionnaire for the 1964 survey
provided for returning to the respondent a large

portion of the wealth data that he had supplied
in the Survey of Financial Characteristics of Con-
sumers, thus giving him the opportunity to correct
this information.

Of the changes made as a result of the reinter-
view, the following were generally incorporated in
the record: the addition or deletion of a checking
account, savings account, issue of stock, or hold-
ing of other marketable securities; the correction
of a rounded number to an exact figure for an
account balance or a debt item; a change in the
number of shares of a particular issue of publicly
traded stock; the addition of information regarding
the family’s share of the book value of an active
business interest; the addition of a specific debt
figure or the deletion of a debt that had been
double counted; the reclassification of assets and
debts among major categories. Many changes from
“not answered” to NONE were also accepted.
However, a change in the estimate of the Decem-
ber 31, 1962, market value of a business, princi-
pal residence, or other real estate was not ac-
cepted.

After the review described above and the incor-
poration of corrections from the reinterview, there
remained 556 cases for which some information
was missing on wealth and/or income. These
cases were reviewed and were accepted as re-
spondents because in most cases the missing
amounts were judged to constitute a negligible
portion of the consumer unit’s wealth and income.
In a few cases, in which the missing information
could have constituted a substantial share of
wealth or income, information for a year later
obtained in the reinterview questionnaire was used.

Of the 556 cases with missing information, 297
were missing income items only, and nearly one-
half of these were limited to savings account in-
terest. Of the remaining 259 cases, about 1 in 5
involved businesses for which book value figures
were not reported; in most of these cases market
values were reported and were used in the wealth
estimates. About 1 case in 8 involved missing
balances in checking accounts; and another 1 in
8, missing balances in savings accounts. Together,
these three components of wealth accounted for
about one-fifth of the total number of cases with
missing information.

There were approximately 900 items of missing
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information in these 556 units. For approximately
5 per cent of these, it was not known whether or
not respondents had the item. The remainder re-
ported having the item but did not report the
amount.

Where it was not known whether the respondent
had the item. the first step was to dectermine
whether a dollar amount should be assigned or
whether the respondent should be counted as not
having the particular asset, debt, or income. To do
this, the respondents were arrayed by age within
stratum, and information for the last preceding
respondent having the same set of characteristics
was used. In some cases the respondent selected
was the immediately preceding respondent while
in others it was necessary to review a number of
preceding respondents before one was found hav-
ing the appropriate set of characteristics. For ex-
ample, in handling a “not ascertained whether”
item for net credit and/or debit balance at security
dealers. it was necessary to find a respondent re-
porting ownership of publicly traded stock. When
such a respondent was found, if he had a dollar
amount for the specific entry in question (net
credit or debit balance in the example), the “not
ascertained whether” code was converted to an
“amount not ascertained” and then an amount was
assigned in accordance with the procedure that is
described below. If the respondent having the same
characteristics for the related entries had NONE
for the specific entry in question, the “not ascer-
tained whether” code was handled as a NONE in
the further processing.

The procedures for estimating missing dollar
amounts were designed to make maximum use of
the information reported by the respondent. Many
items—checking accounts, for example—were re-
ported for head, wife, and other family members
separately. In some cases, the missing information
was the checking account of the wife or the other
family member, and the head’s account was re-
ported. In such cases the value estimated was based
on the universe of checking accounts of wives or
other family members as appropriate.

The procedures for estimating the missing dollar
amounts differed for the various wealth, debt, and
income items as described below.

1. Income items, with the exception of divi-
dends from publicly traded stock, interest on sav-

ings accounts, and interest on U.S. Government
securities, were assigned as follows: (a) the 1963
income figure if it was supplied in the 1964 rein-
terview survey and if there had been no change in
the related work experience or asset holdings; or
(b) the mean within age and stratum or a com-
puted rate of return on the dollar value of the
related asset—whichever was appropriate—for the
universe of respondents reporting dollar amounts.

The assignments for dividends on publicly traded
stock were derived. where feasible, by applying
yield figures to the individual stock issues held on
December 31, 1962. Where only “global” data on
holdings were available, a computed rate was
applied to the respondent’s holdings: the computed
rate was derived from the universe of Survey cases
reporting publicly traded stock holdings and
publicly traded stock dividend income.

Interest on savings accounts was assigned by
applying rates obtained from institutional sources
to the December 31, 1962, balances in the indi-
vidual accounts.

Interest on U.S. Government securities was
computed by using the midpoint of the range of
rates appropriate for the type of securities held by
the respondent.

2. For mortgage debt on principal residence,
vacation homes, and investment real estate, the
following procedure was used for assigning
amounts., (a) If December 31, 1963, mortgage
debt was reported in the reinterview and there
were no purchases or sales during 1963, an esti-
mate of the December 31, 1962, mortgage debt
was made by applying a factor to the report for
1963. This factor was the ratio of the December
31, 1962, debt to December 31, 1963, debt for
the last preceding respondent on the tape arrayed
by age within stratum who had the same charac-
teristics—that is, he reported mortgage debt for
both dates and no purchases or sales during the
year. (b) If the amount of December 31, 1963,
mortgage debt was not reported, the estimate of
December 31, 1962, mortgage debt was made by
applying to the reported market value of the real
estate securing the debt, a ratio of debt to market
value for respondents within the age and stratum
cell reporting both December 31, 1962 debt and
market value.

3. Value of automobiles was assigned using the



56

CONSUMER FINANCIAL CHARACTERISTICS

mean within age and stratum for the universe of
owners.

4. Book value of business or profession was as-
signed as (a) the December 31, 1962, market
value or (b) the December 31, 1963, book value.

5. Market value of businesses not managed by
unit in almost all instances was assigned as “zero”
on the grounds that no meaningful figure could be
assigned.

6. Balances in liquid asset components and per-
sonal debt components were assigned as (a) the
December 31, 1963, balance if given, or (b) the
mean within age and stratum for the universe of
holders.

7. Value of publicly traded stock was assigned:
(a) by capitalizing the dividend income reported
for 1962, using the computed ratio of mean hold-
ings of publicly traded stock on December 31,
1962, to mean dividend income for 1962 (both
means within age and stratum for the universe of
stockholders reporting publicly traded stock divi-
dend income); or (b) the mean amount of publicly
traded stock within age and stratum for the uni-
verse of those reporting holdings of such stock.

8. Credit or debit balances at security dealers
were assigned by calculating the December 31,
1962, credit (or debit) balance mean as a per-
centage of the December 31, 1962, publicly traded
stock mean (both means for universe with known
amounts of credit (or debit) balances and publicly
traded stock), and applying this percentage to the
December 31, 1962, publicly traded stock holdings
for the respondent missing the amount of credit
(or debit) balance.

9. Mortgage assets were assigned (a) by capi-
talizing 1962 interest income, if reported, using a
computed rate derived from the Survey cases re-
porting both the asset and the income from the
asset: or (b) the mean within age and stratum for
the universe of holders.

A few special cases that did not lend themselves
to this general pattern were assigned using a modi-
fication of the same ground rules. If the age
stratum cell was too small, either age or income
stratum data were used as seemed most appro-
priate for the item in question. In some instances
where the number of cases was still too small, it
became necessary to use the data for all cases. In
a few instances the over-all mean for holders

seemed to be the most appropriate figure and was
the first choice. For a few respondents lacking
information on the value of principal residence.
mean value for homes in respondent’'s block or
neighborhood as supplied by the Census was used.

WEIGHTING DIAGRAM =

Because of the sample design, it was necessary to
use weights in preparing estimates of proportions
and means. As noted earlier, the sample was de-
signed to yield about 400 respondents in each of
9 income strata. This meant that the probability
of selection and its reciprocal, the weight, varied
from stratum to stratum. Consumer units with
higher incomes had a greater probability of selec-
tion than other units because there are many fewer
consumer units in the upper income groups. Each
of the 400 units selected in stratum 6, for example,
represented 3,952 consumer units; that is, each
unit had a weight of 3,952, while each of the 400
units selected in stratum | represented 43,155
consumer units.

If all consumer units in the sample had provided
sufficient information to tabulate, the appropriate
weights for preparing the estimates would have
been the reciprocals of the probabilities of selec-
tion. Because some consumer units did not par-
ticipate in the Survey or provided so little informa-
tion that they could not be counted as respondents,
a necessary final step in the data processing was
to adjust the weights: to do this, the weight of the
994 consumer units classified as nonrespondents
in Table 15 was distributed among the respondents.
Respondents and nonrespondents were sorted by
age of head within stratum within region. The
total weight for nonrespondents within each such
cell was distributed to the respondents in that cell.
For example, in stratum 6 there were 298 re-
spondents and 111 nonrespondents. The weight
for each respondent was increased by about 30
per cent, the exact adjustment depending on the
particular age and region cell. When age of the
nonrespondent was not known, the weight was
distributed to respondents within a stratum-region
group in accordance with the distribution of units
with known ages.

» The method of adjustment for complete nonresponse was
developed by the Board’s staff and was reviewed by the Census
Bureau. The adjustment of the weights was carried out by the
Board’s staft.
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EVALUATION OF SURVEY ESTIMATES

SAMPLING VARIABILITY **

Since the estimates in this Survey are based on a
sample, they may differ somewhat from the figures
that would have been obtained if a complete census
had been taken using the same schedules, instruc-
tions, and interviewers. As in any survey work, the
results are subject to errors of response and of re-
porting as well as being subject to sampling vari-
ability.

The standard error is primarily a measure of
sampling variability—that is, of the variations that
occur by chance because a sample rather than thie
whole of the population is surveyed. As calculated
for this report, the standard error also partially
measures the effect of response and enumeration
errors. The standard error does not measure any
systematic biases in the collection or processing
of the data. The chances are about 68 out of 100
that an estimate from the sample would differ
from a complete census figure by less than the
standard error. The chances are about 95 out of
100 that the difference would be less than twice
the standard error.

Standard errors for a survey based on a sample
may be estimated from the sample data. The pro-
cedure adopted to estimate standard errors for this
Survey required separate estimation of variances
(the square of the standard error) for each of the
strata which were combined to yield estimates of
the standard error for the total sample estimate.
The variances for each of the strata were esti-
mated to reflect as much as possible the sampling
procedure used in the stratum.

The estimation of variances for aggregates and
means was carried out by a different process for
each of the following two groups of strata:

1. Variances for the units in the strata described
below were estimated as though the units had
been selected using stratified simple random
sampling.?® Strictly speaking, a variance esti-
mation procedure to reflect stratified systematic
sampling would have been more appropriate,
but the rather slight difference in the estimated

21 The Statistical Methods Division of the Census Bureau
outlined the method of computing the standard errors and
prepared this description; the Board’s staff made the com-
putations. .

2 Morris H. Hansen and others, Sample Survey Methods
and Theory (New York: John Wiley and Sons, 1953), Vol. 1,
p. 129,

standard errors would not have justified the ad-

ditional complication in procedure. The strata

in this group are:

a. Units selected from stratum 8;
Units selected from stratum 9; and

¢. Units selected in each of strata | through 7
within self-representing primary sampling
units (PSU's). Note that self-representing
PSU’s are those sample areas that were in-
cluded with certainty in the set of areas
from which sample cases were selected.

S

The remaining units in the Survey were those
selected from strata 1 through 7 in non-self-
representing PSU’s. The procedure for estimat-
ing variances for these units required the pool-
ing of data from pairs of PSU’.?" This tech-
nique produces estimates of standard errors
that are expected to be slightly higher than the
true standard errors. This technique. however,
represents the only process available for the
sample selection process employed.

Standard errors for selected items tabulated in
this report are presented in Table 16. The table

TABLE 16

STANDARD ERRORS

Proportion of Mean for
units having item all units
Item
Per- |Standard Amﬁ‘unt Standard
centage | error | gou. .| ereor
Total wealth. .............. 20,982 948
Business, profession (farm
and nonfarm).......... 16.6 1.30 3,881 313
Liquid assets. .............. 78.5 1.53 2,675 132
Checking accounts........ 59.4 1.76 409 31
Savings accounts. . ....... 58.5 1.34 1,809 109
U.S. savings bonds........ 27.5 1.36 458 50
Publicly traded stock!....... 16.1 90 3,837 384
Marketable securities other
than stock!............ 2.7 .34 437 85
US. Government........ 5 .14 té 44
State and local government. 4 .13 219 44
Corporate and foreign gov-
ernment............. 2.1 .31 101 25
Debt secured by own home. .} 32.6 1.30 2,529 114
Personal instalment debt... .. 48.6 1.55 478 26
Personal noninstalment debt.| 27.5 1.24 234 23
1962 income............... . 6,378 158

1 Before dedpction of debt secured by asset.
Note.—Details of means may not add to totals because of rounding.

2 Ibid., p. 399.



CONSUMER FINANCIAL CHARACTERISTICS

shows, for example, that the mean checking ac-
count for all consumer units is $409. The standard
error of this mean is given as $3[, which means
that the chances are about 68 out of 100 that a
complete census would have shown a figure differ-
ing from the estimate by less than $31. The
chances are 95 out of 100 that a census would
have shown a figure differing from the estimate
by less than $62 (twice the standard error).

RESPONSE AND NONRESPONSE ERROR

Response error "

As just discussed, estimates based on samples
will, in general. differ from the values that would
be obtained by a complete enumeration of ail con-
sumer units. Because of response error, however,
even a complete census will not necessarily yield
true values,

A few studies, most of them using rather small
samples, have attempted to measure response er-
rors and to relate them to certain other variables.?!
These studies confirmed the existence of substan-
tial response errors in financial surveys. Although
the size of the errors varies greatlv with the par-
ticular asset or debt item being reported and with
certain characteristics of the respondent, the inter-
viewer, and the interview situation, the general
tendency is for survey responses to understate in-
dividual true values, and thus to understate means,
aggregates. and measures of variability. Several of
the studies cited were sponsored by the Inter-Uni-
versity Committee for Research on Consumer
Behavior (Robert Ferber, Project Director).

Because of its interest in this subject, the Com-
mittee sought and obtained funds from the Na-
tional Science Foundation to undertake a similar

@ This discussion of response error was prepared by the
Statistical Research Division of the Census Bureau.

1 See, for example:

Arthur L. Broida. “Consumer Surveys as a Source of In-
formation for Social Accounting: the Problems,” in The Flow-
of-Funds Approach to Social Accounting: Appraisal, Analysis,
and Applications (National Bureau of Economic Research,
Princeton University Press, 1962), pp. 335-81.

Robert Ferber, Collecting Financial Data by Consunier Panel
Techniques (Urbana; Bureau of Economic and Business Re-
search, University of Illinois, 1959).

Robert Ferber, ‘“The Reliability of Consumer Surveys of
Financial Holdings: Time Deposits,” Journal of the American
Statistical Association, March 1965, pp. 148-63.

W. Horn, ‘‘Reliability Survey. A Survey on the Reliability
of Responses to an Interview Survey,” Het PTT-bedrijf, Octo-
ber 1960. pp. 105-56.

John B. Lansing and others, An Investigation of Response
Error (Urbana: Bureau of Economic and Business Research,
University of Nlinois, 1961).

study in connection with the Survey of Financial
Characteristics of Consumers. The Board of Gov-
ernors of the Federal Reserve System and the Bu-
reau of the Census cooperated in the study. This
evaluation study was essentially a matching of in-
formation reported by individual respondents with
that based on institutional records of savings ac-
counts and stockholdings. By and large, the proce-
dures used in collecting the data for matching were
the same as those used for the Survey of Financial
Characteristics. However, because the evaluation
study used a nonprobability sample that was in-
dependent of the Survey of Financial Characteris-
tics sample and because of some procedural differ-
ences, the results may be regarded as shedding
some light on the main aspects of the methodology
of the Survey of Financial Characteristics rather
than on the statistics produced by it. Analysis of
the results of this study is nearing completion.

Nonresponse error

In the Survey nonrespondents were more concen-
trated in the upper income sample strata than were
respondents. The adjustment for nonresponse de-
scribed on page 56 was designed to minimize the
bias that differences between respondents and non-
respondents might introduce by using all the infor-
mation available about nonrespondents—age of
head when available, income stratum, and region.
Some of the effects of the adjustment for non-
response on size and composition of wealth may
be seen by comparing Tables 17 and 18, which
were prepared using the weights prior to adjust-
ment for nonresponse, with Tables A 2 and A 8.
As to the distribution of consumer units by size
of wealth, the only differences resulting from the
nonresponse adjustment occur at income levels of
$50,000 and above. The general effect is to in-
crease the proportion of consumer units in these
upper income groups estimated to have wealth of
$1,000,000 or more. The distribution of all units
by size of wealth is not affected, and the distribu-
tions within age groups are generally the same.
As to the incidence of equity in specified assets,
again the differences are minor. The differences,
which are in both directions, are confined to own
home, automobile, business, and miscellaneous
assets in the highest wealth and income groups.
Because virtually all consumer units in the higher
wealth and income groups reported ownership of
liquid and investment assets, the nonresponse ad-
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justment had little effect on the ownership rates of
these components.

With the nonrespondents concentrated in the
higher wealth groups, one would expect the non-
response adjustment to increase the mean for total
wealth. In fact, the mean for all units increased
by approximately $2,300. Each of the major com-
ponents of wealth was larger as a result of the
adjustment for nonresponse, with the largest differ-
ences in the components where higher wealth units
have much of their wealth—business and invest-
ment assets. Differences in the means for these
components were especially pronounced for upper
income and wealth groups.

COMPARISON OF INSTITUTIONAL AND
SURVEY AGGREGATES FOR THE
HOUSEHOLD SECTOR

Table 19 presents a comparison of financial ag-
gregates derived from this Survey with aggregates
from institutional sources as used in the flow of
funds accounts published by the Federal Reserve.
Typically, estimates of national totals based on
reports from consumer financial surveys fall short
of estimates computed from other sources.

Some of the discrepancies between Survey esti-
mates and the aggregates used for comparison re-
sult from differences in concepts and coverage.
In most of the flow of funds statistics, estimates
of levels for the household sector are derived as
residuals rather than made directly; that is, the
amounts attributed to households are what is left
after subtracting estimates for all other sectors
from totals for the entire economy. Moreover, in
the flow of funds accounts the household sector
includes holdings of personal trusts and of non-
profit organizations, which are excluded from the
Survey of Financial Characteristics aggregates
shown in Table 19.

Conceptual differences, such as the basis of
valuation for various types of securities, raise
difficulties in making comparisons between flow of
funds (FF) and Survey of Financial Characteris-
tics (SFC) data. For marketable U.S. Government
securities and State and local government bonds,
both FF and SFC estimates are based on face
value. In the case of the bonds of domestic cor-
porations and of foreign governments and cor-
porations, the FF estimate for the entire economy
is at par value, but some of the sector totals, which

TABLE 19

COMPARISON OF INSTITUTIONAL AND SURVEY
AGGREGATES FOR THE HOUSEHOLD SECTOR,
DECEMBER 31, 1962

(In billions of doliars)

Flow of funds
Item Survey
As Adiusted 1
reported
Savings accounts................. 206.0 204.2 104.8
U.S. Government securities . 70.3 61.1 33.3
Savings bonds. . ....... .. 46.9 n.a 26.6
Marketable securities. .......... 23.4 n.a 6.7
State and local government securities. 32.4 21,5 12,7
Corporate and foreign govt. secur-
ities other than stock......... 5.5 1.0 5.9
Corporate stock, . ................ 435.9 384.1 2304.7
Mortgage debt on residences....... 157.3 146.5
Instalment debt.................. 48.0 27.7
Noninstalment debt. ............. 15.1 13.5

n.a. Not available.

1 Adjusted to omit bank-administered personal trusts.

2 Components (in billions of dotlars) are: publicly traded stock
(market value), 222.3; closely held corporations, member of unit
active in management (book value), 71.9; closely held corporations,
member of unit not active in management (market value), 10.5.

are subtracted in reaching the household sector,
are valued at market; the SFC estimate is at par
value. With respect to both corporate bonds and
State and local government securities, there is con-
siderable uncertainty about the total amount out-
standing and hence about the level of the residual
attributed to the household sector in the FF ac-
counts. For SFC data, U.S. savings bonds are
shown at maturity value (Series E, F, and J) or
face value (Series G, H, and K), while the FF
total is current redemption value.

The corporate stock figure in FF accounts is an
estimate of total market value of all stock, includ-
ing stock not traded on exchanges and stock in
closely held corporations. An estimate from SFC
data that corresponds to this concept would in-
clude the market value of all publicly traded stock
and of the stock of ail other businesses that are
legally organized as corporations. However, the
SFC data do not yield a good estimate of market
value for closely held corporate businesses in
which a member of the consumer unit was active
in the management, and book value has been
used for the comparison.

No comparison was made of SFC and FF esti-
mates for checking accounts, because the FF
figure combines demand deposits and currency,
and holdings of the latter were not reported in the
SFC.

To bring the coverage of FF estimates more
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CONSUMER FINANCIAL CHARACTERISTICS

nearly into line with that of the SFC, adjustments
were made to exclude estimated holdings of per-
sonal trusts. No data were available on aggregate
assets held in personal trusts on December 31,
1962, but estimates for bank-administered trusts
for the year-end 1963 were published by the
Comptroller of the Currency.?? Estimates for the
year-end 1962 were derived from trust department
assets (excluding employee benefit accounts) of
all commercial banks for 1963 by deflating com-
mon stock to year-end 1962 prices and by allow-
ing for 4 per cent annual growth in all categories.
Since these estimates cover only personal trust
accounts administered by banks, the adjusted FF
aggregates shown in Table 19 still include assets
of nonprofit organizations and of personal trust
assets not administered by banks.

The Survey aggregates are less than institutional
data, even after removal of bank-administered
trusts, for all asset and debt types compared except

33 See Stanley Silverberg, “Bank Trust Investments: Their
Size and Significance,” National Banking Review, June 1964,
pp. 577-98.

domestic corporate and foreign bonds. For some
items the sampling variability is substantial and
could account for a considerable part of the differ-
ence. For example, the estimated standard error
of the Survey aggregate for State and local gov-
ernment bonds is $2.5 billion, so it is quite prob-
able that the true aggregate would be as low as
$10.2 billion or as high as $15.2 billion. More-
over, as was noted above, the. FF estimates for
corporate bonds and State and local government
securities are subject to greater question than are
estimates for the other components in the com-
parison.

The largest remaining discrepancies between
Survey and institutional aggregates are for saving
accounts, instalment debt, and U.S. Government
securities. The various response error studies cited
earlier have consistently found that underreporting
resulted in a downward bias for the first two of
these items. While no studies have been made of
response error in relation to Government securi-
ties, a similar downward bias in survey estimates
of this item seems likely.




(Questionnaire Form

63



65

CONFIDENTIAL - This survey is conducted under the provisions of Title 13, U.S, Code. The infor-

mation you provide cannot be used for purposes of taxation, investigation, or regulation.

] BUDGET BUREAU NO, 41-6 309
IAPPROVAL EXPIRES DEC. 31, 1963

ForM FRB-lo
(2:14-63)

U.S. DEPARTMENT OF COMMERCE

BUREAU OF THE CENSUS
FOR THE BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM

FAMILY BALANCE SHEET
AND
INCOME STATEMENT

INSTRUCTIONS FOR COMPLETING THIS QUESTIONNAIRE

This self-enumeration form is designed to cover all family assets and debts as of December 31, 1962, and
family income received during 1962. By family we mean those persons related to the head of the household
who were living with the head on December 31, 1962.

This form allows for a wide variety of situations, not all of which will be relevant for any one family. On
the other hand, it may not be adequate to cover certain special situations. If it is not clear where a particu-
lar asset or debt is to be reported, we would appreciate your giving a brief explanation either to the
interviewer or in wtitten notes.

For families with their own business or profession, some assets such as residences, automobiles, and
checking accounts may be used for both personal and business purposes. When a checking account is used
for both business and personal purposes, the entire balance should be reported as a business asset in
Question 14. For assets other than checking accounts, please report the business share of the asset value
and any associated debts under Question 14 and the personal share under the appropriate nonbusiness
category.

For any asset held by a member of the family on December 31, 1962, enter the total value of his holdings

on that date in the column designated for that family member, i.e., Head, Wife, or All Other Family Members.
If a particular asset was not held in the family on December 31, 1962, check the box labeled *‘None’’ for
that item.

When assets are jointly held, report the total value only once--in the column for the principal person holding
the asset. For example, if an asset was held jointly by head and wife, enter the total value in the space

for the head; do not double count the same asset by entering it also in the column for the wife. If assets

are held jointly with someone outside this family, please report only this family’s share.

Assets held by family members other than the head and wife should be combined, and the total value entered
in the column ‘'All Other Family Members.’

Please consult records in providing this information because we are anxious to have these data as accurate
as possible. If you have consulted records in answering a particular item, please check the box marked
"'Yes." If you did not, please check the box marked ‘'No.”

The following example may be of help to you in completing the balance sheet. Suppose that you, as the
head, held jointly with your wife two U.S. Savings Bonds on December 31 with a face value of $1,000 each.
You should enter $2,000 in the column labeled ‘‘Head!’ Each of your two sons also held a U.S. Savings
Bond with a face value of $1,000. You should also enter $2,000 in the column matked "'All Other Family

Members!’ Thus, assuming that you consulted records in answering this question, the proper entries
would be:
= Records
o . All other
N Head Wife . Con-
Item :% family members sulted
]
iz Dollars Centd Dollars Cents Dollars Cents|Yes| No
2. U.S. Savings Bonds - total face value| [] |8 02’ O O O 00 |3 00 |8 OZ,O 0 0 00 |% 2

CENSUS USE ONLY

Interview I (date)

Interview {I (appointment date)

Sample Control No.

Interviewer (name)

Telephone No.

USCOMMaDC 14335 P63
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Section | - ASSETS AND LIABILITIES, December 31, 1962

(Please provide the information as of December 31, 1962)

Part A

:,m Records
%2 All other Consulted
{tem x g Head Wife family (f)
£ members
(a) (b (o) @ (e) Yes | No
Checking ‘| @. Number of accounts ] [anitias}
accounts Dollars Cents, Dollars Centy Dollars TCents|
o b. TOTAL balances in all accounts .
banks on December 31, 1962 12
$ $
2, U.S. Savings Bonds - total face value O 00 |$ ool s 00 T3
FEDERAL GOVERNMENT MARKETABLE SECURITIES,
INCLUDING THOSE OF FEDERAL CORPORATIONS AND AGENCIES  (Report TOTAL PAR VALUE os of December 31, 1962)
3. U.S. Government bills (] 00 |8 00 |8 00 |i=lar
4. U.S. Government notes [ 00 |$ 00 {8 L 00 [1mem
i !
|
5. U.S. Government certificates Jis 00 |8 00 | % 00 (3 iz:]
ffs o. 1963-1967 maturicy date =) 00 |8 00 |$ 00 |1y 2
Government
Bonds b. 1968-1972 macurity date (] 00 |3 00 |8 ’ 00 i 25
{Other . !
than ¢. 1973-1982 maturity date O 00 | 00 |8 00 |15 2
Savings
Bonds) i
d. 1983 or later maturity date ] 00 ($ 00 |8 00 g 2
e. Do not know maturity date ] 00 (s 00 |8 00 W 3J
OTHER MARKETABLE DEBT OBLIGATIONS (Report TOTAL PAR VALUE as of December 31, 1962)
g.onds, a, State and local governments | 00 |8 0o |s 00 |1 [2(]
notes,
or b. Foreign corporations and governments (] 00 |8 00 |8 00 (] 2]
debentures
c. Domestic corporations 00 {8 00 18 00 (12
OTHER ASSETS (Repon TOTAL AMOUNT as of December 31, 1962}
8.
Money a. Mortgage assets ] s $ 'Ol
OWED
TO b. Outstanding loans to businesses (] ,
your (Do not include here Ioans to businesses 12
! in which you have an equity interest) s $ ;
family
c. Other loan assets ] s s Wei
9. Individual annuities (total amount paid in as of M
December 31, 1962)
{Do not include annuities currently paying income,
regular fife insurance policies with an annuity
leature, or annuities connected with your employment.) 1 s s 13123
10. Beneficial interest in estates in probate on ] ]
December 31, 1962, !
(Your best estimate ol amount that will be ) ’
received.) $ 00 |$ 00 |8 00 (] |ZG

FORM FRB.l1a (2.14.63)

Page 2
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“Section I - Continued)

Part A - {Continved) - All other R
Sw Head Wife family ecords
Xz members Consuited
Item %3 () (d) te) ‘B
g
=
Dollars Cents Dollars Cents Dollars Centsf Yes | No
fa) {b)
OTHER ASSETS (Continyed) (Report TOTAL AMOUNT as of December 31, 1962)
. . ‘ —
Life a. Term and group policies - face value of all s 00 00 00 |~
insurance
policies b. Ordinary life, limited payment, endowment,
and other types of non-term policies
(1) Face value of all [y 00 00 00 |7
(2) Loan or cash surrender s v e
value of all — Lo
c. Loans outstanding on December 31, 1962,
that were secured by any of these policies.
(Do not include here money owed by your
own business.)
s o
(1) Amount of all loans
NOTES

Page 3
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{Section I - Continued)

Part B - SAVINGS ACCOUNTS held on December 31, 1962
12, gn ?ecﬁmbor_,ﬂ, 1962, did any member of this family have a savings occount in o Bonk, o Savings and Loan Association, or a
redit Union?
Number
1 T No (Skip to 2 "1 Yes == a. TOTAL number of savings accounts . . . ... ...
Question [3)
{Please provide the information requested below for each savings account held by
family members. Use one line for each account. [{ more space iz needed, use
“NOTES' space or attach an additional sheat of paper.)
Balance as of Records
Line December 31, 1962  {Consulted
No Family member Full name of institution and city (c) (d)
(a) {(b) Dollars Cents| Yes| No
v [ Head 2 [ Wife Name
1 " 1Ji23
3 Other (Specify) City $
1] Head 2[] Wife Name
2 - 1120
3 Other (Specify) City s
N Name
1] Head 2] Wife
3 g 3
3 Other (Specity) ity 3
1 [ Head 2 () Wife Name
4 cx fm] )
2 Other (Specify) Y s
13 Head 2 () Wife Name
5 113
3Ocher (Specify) City $
1] Head 2 (] Wife Name
6 S [Fanltinm}
3 Other (Specity) ity
1] Head 2 (] Wife Name
7 Ciy ] )
3 Other (Specity) 3
1 () Head 2{ ] Wife Name
8 & OO
3Other (Specify) ity s :
. Name
0 ([ Head 2] Wife o Ol
3 Other (Specify) 4 $
- Name
1 Head 2 Wife
10 [ [ - Ol;
3 Other (Specify) Y 3
A Head 2 Wife Name
= O - \alo
3 Other (Specify) E
1 [ Head 2] Vife Name
12 o L) ]
3 Other (Specity) H
1(] Head 2] Wife Name
13 - 203
c
3 Other (Specify) i $
. Nsme
1 Head 2 [ Vife
14 = Ty =]
3 Other (Specity) $
" Name
' Head 2] Wife
15 i - O
3Other (Specily) City ]
. Name
1 Head 2 Wife
% =} = . e
3 Other (Specilfy) ity $
. Name
1 Head 2 Vife
L, 'O = -
3 Othet (Specity) Clty $
{7 Head 2] Wife Name
18 & OO
3 Other (Specify) ty s

FORM FRB-1a {(2-14.63)

Page 4
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NOTES

Page 5
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(Section I - Continued)

Part D - OWNERSHIP OR ACTIVE INTEREST IN BUSINESSES on December 31, 1962

14. On December 31, 1962, did any member of this family own his own business, or have an active interest in o partnership, o farm
operation, a professional practice, an unincorporated business, or a closely held corporation?

Number
1 [ No (Skip to 27 " Yes ==~ a. TOTAL number of such businesses . . ...............
Question 15)
(Please provide the information requested below for each business
in which a lamily member was active in management. Use one
column for each business. If mfore space is needed, use ""NOTES"
space or attach an additional sheet of paper.)
Provide information as of December 31, 1962
frem BUSINESS
1 2 4
a. Type of business
b. Name of business
1[Corpotation 1 Xorpotation 1[7_p-orporation 1 [Xorpotation
_ 2 JPartnership 2 [JPartnership 2[JPartnership 2{_JPartnership
c. Legal form of organization 3[Pole proprietorship|a(JSole proprietorship |3 Pole proprietorship |3 Sole proprietorship
4 [ JOther 4 POther 4 Pther 4 Other
d. Toral assets
(Book value net of depreciation and other
allowable reserves) 3 3 L) s
e. Total liabilities
(As appears on books) s s s s
f. Equity
(Assets **d’® minus [iabilitles *‘e’’) s s s s
g. Share of business owned by your family
% % % %
(1) As a percent of the business
(2) As a dollar amount
(Multiply Item "f" by
Ttem &(1)) s $ $ 3
h. If you could have sold Eouv tamily’s share of this
business on December 31, 1962, whot would have
? (P i
:?.dne;?). market value? (Proceeds after payment s 0 s ool oo ls 00
i. Did the business owe any monay to your family 1[JYes 2 JNo [1JYes 2(]No t[T3Yes 2No 1T Yes 2[3No
on December 31, 2, as a result of loans you (Skip to (Skip to (Skip to (Skip to
had made to the business? l Item j) l Item f) Item f) l Item )
(If **Yes,’” in Item **i*’)
(1) How much was owed? s $ H $
(2) Did you include this debt under the
liabilities of this business? \(JYes 2(INo [1[JYes 2 JNo |1 JYes 2(3No | 1[JYes 2(No
(Shown in [tem "'e’’ above.)
is It @ Corporation 1[JProfit 2{JLoss [1[JProfit 2 JLoss |1{_]Profit 2(JLoss |${JProfit 2{Jloss
What was the family’s share of the corporation’s
rroﬂ' or loss in 1962 after corporate tax s s s $
iobility, but bafore dividend payments? |-~ - -} oo P g PR
3[]Broke even 3a{]Broke even 3[JBroke even 3(JBroke even
Records Consulted . . . ... ....... 1[JYes 2(3No |{1[JYes 2[JNo |1(JYes 2{JNo | 1[JYes 2{INo
) i 1

FORM FRB.1& (2-14.63)

Page 8
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(Section [ - Continued)

Part E - NONACTIVE INTEREST IN BUSINESSES on December 31, 1962

15. On December 31, 1962, did ony member of this fomily have o nonactive interest in a partnership, corporation, or ather business
arrangement such as reci estate syndicates, farms, etc.? (Report only those in which a lamily member wae NOT active in

management.)

» a. TOTAL b

of such

1) No (Skip to 2 Yes

Question 16)

Numb.

businesses

er

(Pleass provide the intormation requested below for sach
business in which & family mamber had & nonactive interer?

in management.

Use one column for each busineas.

It more

space is needed, use "NOTES' space or attach an additional

sheet of paper.)

[tem

Provide information as of December 31, 1962

BUSINESS

a. Type of business

o

. Name of business

1{JCorporation

1[JCorporation s JCorporation

1[JCorporation

c. Legal form of organization 2[JPartnership 2[JPartnership 2{ JPartnership 2([JPartnership
a[JOtter= 3 JOther 3{JOther 3("}Other
d. If you could have sold your family’s share
of this business on December 31, 1962, what
would have been the market value? $ 00 |$ 008 00}$ 00
e. Did the business owe on( money to your 1 1Yes 2 JNo |13 Yes 2]No t[JYes 2 No 1(JYes 2()No
family on December 31, 1962, as a result
of loans you hod made to the business? i
(If **Yes,*’ in Item *‘e'’)
(1) How much wes owed? $ s S $

Records Consulted

1{]Yes 2[No |+ JYes 2[JNo 1 JYes 2{3No
Il i

1(T]Yes 2[No
|

NOTES

Page 9
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fSection I - Continued)

__Part F [

= All other R d
S Head Wife family c ecorl s
Tz members onsvired
ftem Eg (<) (d el N
) fb) Dollars F:nq Doltars irCems Dollars ?fenls Yes] No

PROFIT SHARING PLANS (Report TOTAL AMOUNT as of December 31, 1962)

16. TOTAL amount family member could have withdrawn from .
ptrofit sharing plans, employer sponsored savings plans, = vohe
and deferred income plans if he had left company on
December 31, 1962, or on last valuacion date. $ s 3

RETIREMENT PLANS CONNECTED WITH EMPLOYMENT

17. TOTAL amount family member could have withdrawn from — e
retirement plans (other than Social Security) if he had - =
lefe the company on December 31, 1962, or on last
valuation date. $ $ $

REAL ESTATE (If family hos own business or profession, refer to third paragraph of instructions on Page 1.}

18, Family a. Principal
Real residence

: on 1) Market value s 00{$ 00 18 00
Escate December = ) =
owned 31, 1962
(2) Debt outstanding on December 31
(mortgages, including second 13 1 $ 12
mortgages and deeds of trust)
{3} Equity in own home IS 00 ]S 00 {8 00
(Item (1) minus (2))
. Number Number Number
b. Vacation
homes
and
(1) TOTAL number owned for )
ocher fomily use
residences Dollars ICenty Dollars ents Dollars Centsf.
owned
(2) Market value of all - 3 008 00 |8 00
(3) Debts oucstanding on December 31
(mortgages, including second [yl t} $ s (T R
mortgages and deeds of trust)
(4) Equity in vacation homes and
other residences for fomily use [l R 0o §s 0o 38 0
(ftem (2} minus (3))

19. Other (Do not list real estate included in the values

Real Estate {reported in Items 14 and 15 for professions

(residential | o7 Businesses.)

rental

property,

commercial

and industrial{ & Matket value of all s 00| 00 |8 00

property,

undeveloped |b. Debt outstanding on December 31

iand, etc.) (mortgages, including second mortgages,

deeds of trust, or other debts secured by s 3 3
this property)

c. Equity in all other real estate s 0o ls 1 oo s 00
(Item *“a’’ minus *6'*)

FORM FRB-1a

(2-14.83)

Page 10
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(Section [ - Continued)

Part F - Continued )\ ‘;: All other R
oy Head Wife famity ecords
: i members Consulted
ftem (52 i) a (e) 0
1y .
. i(:b) Dollars Em Dollars Cents Dollars Centg \m] No
BROKERAGE ACCOUNTS ‘Repart TOTAL AMOUNT as of December 31, 1962)
20, Net {
balance in a. Credic balance ;
all $ | 3 3
brokerage _ i i T
° ts on
Dcec:u;\ls b. Debit balance s { s s
AUTOMOBILES (If family has own business or profession, refer to third paragraph of instructions on Poge 1.)
Car No. 1 Car No. 2 Car No, 3
21. Market value of each car owncd on ]
December 31, 1962 $ 00 |8 00 |8 00
OTHER ASSETS (Report TOTAL MARKET VAL UE as of December 31, 1962)
22, Other (Examples: oil royalties, patents, commodity Dollars Cent Dollars Cents Dollars Cents]
assets not contraces, etc. Use "NOTES” if more space —
previously is needed.)
mentioned Specify type: s s s Non|Flun
(Exclude a-
household Sl
futnishings 1 2
and b $ s $
clothing.) —_—
< s s s D]
‘ —
d. s s s O =
anitiee
e. s $ $ o2l
PERSONAL DEBT (Report AMOUNT QUTSTANDING as of December 31, 1962)
23. Family |a. Security
debrs for loans s $ $ RO
non business from {1) Loans secured by stock
purposes banks and
not other
previously lenders (2) Loans secured by bonds il $ H RO
reporced
b. (nstall-
ment (1) Automobile purchase 3 s ) Wl
debt for:
(2) Home repair and modernization s 1) $ ORCO
(3) Purchase of other consumer goods
(including revolving credit but [ s 3 1 2
not 30-day charge accounts) - QP
(4) Other purposes s $ E § 1D
c. Non- -
install- (1) Banks $ ] $ "Or
ment
deb(d
owed to:
(2) Other financial institutions /i $ $ "R
(3) Doctors, dentists, hospitals (et $ $ 1OpO
(4) Private individuals .
(Outside the family unit) O $ s ] jua

Page 11
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Section !! - FAMILY INCOME FOR CALENDAR YEAR 1962

24, Provide the requested information for calendar year 1962

= Head All other R
ol and family ecords
T fi —z Wife members Consulted
ype of income "g g (c) (d) (e)
' =
() b Dollars Centas| Dollars Cents{ Yes | No
o. Wages, salu;es, com= Head s
missions, and bonuses
(before deductions) | T TTTTTmT=== [ i 1= 1O (203
Wife
$ 3
b. Income gf sole pro~ Profit s s
ptietorship or
profession OR =] O 20
Loss
$ $
¢. Income of partnership pg’;“ [] $
(family's share) (] |2
Loss
3 $
Profit s s
d. Farm Income OR O 1Ol
Loss
$ $
(1) Publicly traded stocks, mutual funds, and
investment clubs 3 [ s 0O
. Dividend 1 (2) Closely held corporations with family member
o. Dividend Income active in management - H $ pumj L
(3) Other closely h‘eld corporations =] 3 t Wi
f. Incerest Income (1) U.S. Government securities (include
Savings Bonds) = 3 $ 'etd
(2) State and local bonds (] $ ‘ 1
(3) Corporate and foreign bonds 0 s " i)
(4) Savings accounts O " s 1051203
(5) Loans, mortgages, and other sources (] s s 1120
g. Income from rents and royalties (net of expense) (] s s 120
h. Income from old-age pensions, Social Security, and regular payments from
insurance policies, annuities, and retirement plans - $ 12
i. Income from trusts and estates () s t I
j. Other income (e.g., alimony, regular contributions for support from
persons outside the household, veteran's payments, etc.)
Specify source: O 3 |20
] $
1 JGain 2[ JLosd  JGain 2[_JLoss
k. Capital gain or loss
from sale of securities Short-term
(Full amount) $ s
a 1[JGain 2(JLoss] 1{JGain z2{_JLoss| g
Long-term
3 $
1{JGain 2 JLoss] h[JGaia 2 JLoss]
l. Capital gain or loss from sale of assets ocher than securities o) [ 20
$ $

FORM FRB.1a (2.14-83}
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OMIT THIS SECTION IF CHECKED HERE——— D

Section Il - ASSETS HELD IN FORMAL TRUSTS

right exists.

You have indicated that your family has the right to the principal or corpus of one or more trusts. To find out something about
how these assets ate invested, we are asking you to complete the special section below. Be sure that you do not record the
same asset in both this section and other portions of this questionnaire. The formal trusts covered here refer only to those
where some present or future right ro the trust principal exists. Do not include the assets of any trust where only an income

Value on Dec. 31, 1962,
- of family's share of
~ trust assets held in
W Method this form.
:—g of (Valve as indicated in
Item EE valuation Cotumn (3))
2 D)
D,
m @ . ollars ICento
Trust a. Cash on hand or checking accounts in banks ] Cash s
ossets
b. Savings accounts in banks and savings and loan associations (-] Cash $
c. U.S. Savings Bonds = Face $ 00
U.S. Government marketable securities including those of Federal
d. corporations and agencies. - Par $ 0o
e. State and local bonds, notes ot debentures O Par 3 00
{. Bonds, notes ot debentures of foreign corporations and governments =) Par 3 00
9. Domestic corporate bonds, notes or debentures O Par $ 00
h. Publicly traded common stocks and shares in mucual funds — Market s
i. Equity in unincorporated businesses, partaerships and closely [ Book net
heid corporations of debt H
j» Real estate (] Market |8 00
k. Other trust assets
Specify type: O Market $ 00
Recards Consuited . . . ... oo vviiev i v Yes 2 No
NOTES

Page 13
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CONSUMER FINANCIAL CHARACTERISTICS
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Notes
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TaBLE 20

REGRESSION OF WEALTH COMPONENTS
oN ToTAL WEALTH WITHIN AGE GROUPS

First function: parameters of y=a whl

Wealth component log a1 b

Head under 35
Own home.,...... DN —2.20( .45 1.47( .14)
Automobile............. .00 1.30( .16) .41 ( .0%)
Business, profession.............. =3.61 ( .33) 1.68 ( .10)
Liquid assets. ..........c.coieunnn .24 ( .22) 73 (.07
Investment assets. ....... ... ... —1.85( .30) 1.18 ( .09)
Miscellaneous assets.............. —4.16 ( .88) 1.62( .27)

Head 35-54
Ownhome.,.................... —1,10 ( .51) 1.18 ( .13)
Automobiles. ....... 1.15 g .10) .44 ( .02)
Business, profession. . —2.64 ( .40) 1.39( .10)
Liquid assets........ A0 (L 1) .78 ( .03)
Investment assets. ............... -2.75( .26) 1.43( .07)
Miscellaneous assets.............. —1.76 ( .58) 95( .15)

Head 55 - 64
Ownhome.................. —.04 ( .38) .91 ( .09)
Automobile......... .88 ( .06) .47 ( .01)
Business, profession. . —3.34 ( .61) 1.53( .15)
Liquid assets.......o..oviuuiann —.05( .13) .83 ( .03)
Investment assets. ... —3.86( .52) 1.71 ( .13)
Miscellaneous assets —3.29(1.33) 1.24 ( .32)

Head 65 and over

Ownhome.............coovinnns —.29( .50) .97( .12)
Automobile. . ..... ...l 17 (.32) .56 ( .08)
Business, profession —3.89 § .51 1.62( .13)
Liquid assets............oonnvvnn .26( .16) .79 ( .04)
Investment assets. ... —4.36 ( .27) 1.82( .07)
Miscellaneous assets —-.25(.7) 56 ( .19)

NoTte.—Standard errors of coefficients are shown in parentheses.

TABLE 21

REGRESSIDN OF WEALTH COMPONENTS
ON TOTAL WEALTH WITHIN AGE GROUPS

b
. wazw'?
Second function: parameters of y= vaww ©
.
Ea,_-wbzi
=1
Wealth component ax b2

Ownhome............. ...,
Automobile, ....... ... L
Business, profession..................
Liquid assets.........covviviinannns
Investment assets. ............o......
Miscellaneous assets..................

Own home....
Automobile. .......
Business, profession.
Liquid assets. . ...............
Investment assets. ... .
Miscellaneous assets

Ownhome...............oooviiiinn
Automobile. ...l
Business, profession..................
Liquid assets...........coovunnann,
Investment assets. ........covvenenenn
Miscellaneous assets..................

Ownhome............oviiivinnnnn
Automobile. ......... ..ol
Business, profession.............. ...
Liquid assets....
Investment assets.
Miscellaneous assets. .

Head under 35

315k 1.06+ k2
108k, 0443
12k, 1.26+ k2
86,337k, * .34k
700k, 11+ka
3k, 1.21 + k2
Head 35 -54
56ks T4+ky
10443 O+ k4
ki 95+ k4
880k 334k
1ks 99+ ky
12ks 504k
Head 55 - 64
12,042k 444 ke
10%s O+ ke
6ks 1.06+kq
11,895ks .36+ks
2ks 1.23 4k
Tks .76+ ks

Head 65 and over

34,148k 4144
103k7 0+ks

9kr 1.064 ks
123,220k 234-ka
3kq 1.264 ks
37,349 otk

« Value between —.005 and +.005.
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TABLE 22

REGRESSION OF PROPORTION OF CoNSUMER UNITS
OWNING SPECIFIED WEALTH COMPONENTS
oN ToTaL WEALTH WITHIN AGE GROUPS

Third function: parameters of p= au+k(l —e~c¥)

TABLE 23

REGRESSION OF WEALTH COMPONENTS
oN ToTaL WEALTH FOR ASSET HOLDERS
WITHIN AGE GROUPS

Third function: parameters of y(H)= anw(H)”J2

Wealth component as ! k c Wealth component log asx bz
i
Head under 35 Head under 35
Ownhome................ —-.04 77 -45 Ownhome............o.ovviinn. .26 ( .20) .88 ( .05)
Automobile. . ............. n.a. n.a. n.a. Automobile. . ................... 1.48 ( .1hH) .37 ( .03)
Business, profession........ -.02 .64 (.OD) .07 Business, profession.............. AL (.47 .90 ( .12)
{'ﬁ?:;?mis:ffs}, R (7); §3 -?34 Liquid assets. ... ................ .50 ( .24) .67 ( .07)
........... . . . —.26( . .
e s, 10 s ‘14 "33 (.0l Investment assets. ............... .26 ( .44) 90 ( .12)
Head 35 - 54 Head 35 - 34
Ownhome..........coovivnvvnnn .83 (.23) L1715 ( .06)
Ownhome................ —.05 .88 .45 AUtomOobile. . ..o veiiiiiiian 1.41 (.07 .39 ( .02)
Automobile. .............. .73 .22 .19 Business, profession.............. —.34( .25 1.00 ( .06)
Epsmgss, prtofesswn -------- '(5)3 §3 (2’5 Liquid assets. .. .........co..v... S1( .13) .68 ( .03)
iquid assets. . ............ . . 22 Investment assetS. . .............. —. X .
Investment assets........... .04 .88 .04 Investment assets... 50(.32) 1.08 (.00
Miscellaneous assets. . ...... .03 .22 .03
Head 55 - 64
Head 55 - 64 Q me }g(l)( .23 .33( .05)
utomobile. . ..... .50 ( .10) .35 (.02)
Ownhome................ -05 78 -33 Business, profession. —.47( .38)  1.02( .08)
g:s‘ﬁ-\“::‘sosbl;l;ofess ; .gg -g; -gg Liquid assets. .. ... . .46 ( .16) .73 ( .04)
Limug S, brofession ‘ Pt a7 Rt Investment assets. ............... —.80( .29) 1.08 ( .06)
Investment assets...... . .06 .90 .03
Miscellaneous assets .02 .19 .03 Head 65 and over
Ownhome...................... 1.64( .22) .55 ( .05)
Head 65 and over Automobile. . ... .. ..o Hl (.19 1.38 ( .04)
Business, profession.............. —1.16 ( .26) 17 ( .06)
233: :l%r&eié ............... - ‘(2)3 gf «33 Liquid assets. . ... covoeernnnnn. .54 .11) .74 ( .03)
Buciness. professnon ..... :02 ‘33 ‘03 Investment assets. ............... —~1.32( .30) 1.20 { .07)
{.iquid aSSeLS. .. urenn s ;I)? l.(2x9) gg
nvestment assets........... . . —S fci i 3
e e s | 05 "05 10 (.01) NoTte tandard errors of coefficients are shown in parentheses

» Value between —.005 and +.005.
n.a. Not available.

NoTe.—Standard errors of coefficients are shown in parentheses.

Errors of less than 005 are omitted from the table.
-wealth, is in thousands of dollars.

The w variable,



TABLE 24 TABLE 25

COMPARISON OF FIT OF THREE REGRESSIONS ELASTICITIES OF WEALTH COMPONENTS
OF WEALTH COMPONENTS ON TOTAL WEALTH: AT POINT OF MEAN WEALTH
Sum of weighted squared deviations
divided by sum of weights
y & comealth o | )| Extromn) | Extyiw) = Enp.m)+ EnCrCHDw(HD)
(In thousands)
d
First Second Third Head under 35
Wealth component function function function Own home. .... 1.47 1.26 1.02=.144.88
- Automobile. . . . .41 .20 n.a. na. .37
Business,
Head under 35 pro(fi'ession.. . l.6§ 1.46 1.73=.83+.90
Liqui U I .51 .70=. .
Own home.......... 985,706,151 2,683,006 542,893 Liquid assets 03+.67
Automobile. . ....... n.a. 1S 2 v v nn s 1.18 .97 1.46=. .
Business, profession...| 790,149,300 2,038,471 378,305 assets 46=.56+.90
Liquid assets........ 5,866 128 2,602
Investment assets..... 427,380 46,227 37,498 Head 35 - 54
Miscellaneous assets. . 214,458 8,535,805 n.a.
gwn homel ..... 1.3 1.(3)? .7?= ot 75
bile....] . . A=, .
Head 35 - 54 Bomeae 4=.02+ .39
ofession....|] 1.39 1.25 1.72=,72+1.00
Ownhome.........| 429245 740,410 114,799 Linaaes ] e & 7020016
e eofession. . 127,430 7.4 12,18 Investment
usiness, profession... , s » 11 Y 1.43 1.3 1.65=.57+1.
Liquid assets. .. ... .. 7,025 1,502 5.001 assets 0 65=.57+1.08
Investment assets..... 974,243 23,111 13,814
Miscellancous assets. . 222,968 239,574 n.a. Head 55 - 64
Own home. .... .91 .75 .63= «+ .63
Head 55 - 64 Automobile.....] .47 .3t .44= 09+ .35
Business,
Own home.......... 576,869 28,960 35,294 profession....] 1.53  1.37 1.63=.61+1.02
Automobile. . . ...... 41 82 18 Liquid assets....] .83 .67 4= .01+ .73
Busm;ss, profession.. . 3,6?;,40? 6g ,ggg ll;,ggg Investment
Liquid assets........ s s W agsets. ... 1.71 .54 1.6l=. 1.0
Tnvestment assefs. ... 48,297,750 79°299 182,020 assets 1.3 61=.53+1.08
Miscellaneous assets. . 21,003 32,115 n.a.
Head 65 and over
Head 65 and over Own home. .. .. .97 L) .55= R + .gs
Automobite....] .56 .37 . L64=, .38
Ownhome. . ....... 943,007 37,500 9,426 Buciness. 6 +
Automobile. ........ 33 60 20 profession....| 1.62  1.43 1.67=.50+1.17
Business, profession... 2,423,755 11,884 127,071 Liquid assets.. . - 79 .60 .82= .08+ .74
e ol WR W o
Investment assets. . f » ’ » 17 P 1.82 1.63 1.87=.67+1.20
Miscellaneous asse 2,408 2,757 n.a. assets +

. « Value between —.005 and +.005.
n.a. Not available. n.a. Not available.
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TABLE 26
ELASTICITIES OF WEALTH COMPONENTS AT POINT OF MEAN WEALTH WITHIN WEALTH GROUPS
Efy,w) ‘ Ex(y,w)= Enu(p,w)+ Ex((H),w(H))
Size of wealth Head | Head | Head | Head
under| 35— | 55— (65 and| Head under 35 Head 35 - 54 Head 55 - 64 Head 65 and over
35 54 64 | over | i
Own home
1.81 1.44 1.13 1,13 2.26= 1.384 .88 2.11= 1,364 .75 1.22= .59+ .63 2.95= 2.404 .55
1.47 1,23 1.02 1.06 1.,46= .58+ 1.28= .53+ 1 17= 544 1.10= .55+
1.26 1.13 .95 1.00 1.02= 144 .88= .13+ .85= .22+ .69= 144
1.14 1.06 .85 .91 ,89= ol 4 .76= .01+ .65= .02+ .55= o+
1.07 1.0t .75 .78 .88= .4 15= .4 63= .t S55= .+
(.00 .97 .65 .65 88= L .75= -4 63= + J55= .4
.98 .94 .54 .54 .88= . 15= - 63= 4 .55= ot
.96 .92 .44 .40 .88= .4 I15= o+ .63= s 55= e
91 .88 .32 .27 .88= ++ .88 75= e+ .75 .63= o+ .63 55= o+ .55
Automobile
$1-999.............. 75 71 .69 .72 n.a, n.a. .37 .4l= ,024 .39 03+ .35 4= .03+ .38
$1,000-4,999........ 41 49 .58 .65 1 47= .08+ 154 55= 174
$5,000 -9,999........ 20 39 .51 .59 48= .09+ V234 .66= 28+
$10,000 — 24,999...... 08 33 .41 .50 43= 044 .204 = 344
$25,000 - 49,999...... 01 27 .3t .37 .39= s+ .08+ .63= 254
$50,000 - 99,999, . .... —.06 .24 .21 .24 39= s+ ot 4 47= 094
£100,000 - 199,999 . —.08 .21 .10 .13 39= o4 s+ .40= 024
$200,000 — 499,999....§—.10 .18 . —.02 { .39= s+ -t 8= e+t
$500,000 and over.....}—.15 14 —.12 —. 14 na. na. .37 .39= o+ .39 s+ .35 .38= o+ .38
Business, profession
$1-999............. 2,00 1,66 1.75 1.78 15, 14=14.244 .90 1.11= .1141,00 1.14= ,1241,02 1.32= . 15+1.17
$1,000-4,999........ 1.68 1,44 1.64 1,71 1.,99= 1,094 1.45= .45+ 1.53= 514 1.71= 544
$5,000-9,999........ 1.46 1.34 1.57 1.64 1.73= .83+ 1.65= .65+ 1.69= .67+ 1.84= 67+
$10,000 - 24,999...... 1.34 1,28 1.47 1.55 1.,49= .59+ 1.72= 724 1.73= 714 1.83= .66+
$25,000 - 49,999...... 1.27 1.22 1.37 1.43 1.21= . 314 1,69= .69 1.62= .60+ 1.66= .49+
$50,000 - 99,999...... .21 1,19 1.27 1.29 .93= 034 55= .55+ 1.43= 414 1,41= 244
$100,000 - 199,999 1.19 1,16 1.16 1,19 = .t 1.32= .32+ 1.17= 154 1.24= .07+
$200,000 - 499,999... .1 1.16 1.13 1.06 1,04 90= .4 1.06= .06+ 1.03= 014 1.17= o4
$500,000 and over..... 1.11 1,09 .94 .91 .90= s+ .90 1.00= ++1,00 1.02= o+1.02 1.17= o+1.17
Liquid assets
1.04 1,05 .95 72= .054- .67 .73= 054 .68 .78= .054 .73 TI5= 014 .74
.82 .94 .88 L78= 114 85= .17+ .94= 214 9= 054 T
.72 .87 .82 Tl= 044 82= .14+ 94m= 214 83= .09+
.66 77 713 67= 4 2= 044 Bl= . 0B+4 86= .124
.60 .67 .60 .67= v+ .68= o+ T4m ol+ .82= .08+
.57 .57 .47 67= o4 .68= ot .73= .t 76= 024
.54 .46 .36 .67= 4 68= ot 73= 4 4= a4
51 .36 22 .61= et 68= ot T3= et Td= e+
.47 .24 .09 .67= o+ .67 .68= ¢+ .68 .73= o .73 T4= ot .74
Investment assets
1,70 1.92 1,98 1.43= .534 .90 1.36= .2841.08 1.20= .12+4+1.08 1.57= .3741.20
1.48 1.81 1,91 1.63= 734 1 1.77= .69+ 1.57= 494 1 1,9= .79+
1.38 1.74 1.84 1.46= .56+ 1.82= .744 1.73= .65+ 2.04= 844
1.32 1.64 1.76 1.19= .294 1. 2= .64+ 1.74= .66+ 1.9= .79+
1.26 1.54 1.63 .97= 074 1.49= 414 1.60= .524 1.82= .62+
1.23 1.44 1.50 .90= s 1.24= 164 1.39= 4 1.56= .36+
s AN N 1.20 1.33 1,39 .90m= s+ 1.10= .02+ 1.15= 074 1.35= 15+
$200,000 ~ 499,999, ...} .67 1.17 1.23 1.24 .90= 4 1.08= e 1.08= . 1.20= o4
$500,000 and over.....] .62 1.t3 1.11 1.11 .90= o+ .90 1.08= «+1.08 1.,08= ++4+1.08 1.20= «+1,20
Miscellaneous assets
$1-999. ...t .21 1.45 .73 na. 1,11 npa na .08 na. na 09 na n.a, .04 na.
$1,000 - 4, .99 1.35 .65 .74 .35 .42 .19
$5,000-9 .89 .27 .59 .37 .52 .59 .25
$10,000 - 24,999 .83 1,17 .50 .09 .56 .62 .19
$25,000 - 49, .2 .17 1.07 .37 . .43 .51 .05
$50,000 — 99,999 Wd .74 .97 .24 . .25 ] .
$100,000 - 199,999. ...} 1.14 T .86 .13 . 06 o .08 .
$200,000 - 499,999....] 1.11 .68 .76 —.01 . . 1l . ! .
$500,000 and over.....[ 1.06 .65 .64 —.14 na. ¢« na n.a e na na *» na  na. * na.

« Value between —.005 and +.00S.
n.a. Not available.



TABLE 27

REGRESSION OF PORTFOLIO COMPONENTS
ON ToTAL PORTFOLIO WITHIN AGE GROUPS

First function: parameters of z= agx"t

Portfolio component log a1 by

Head under 35

Checking accounts. 75( .13) .50 ( .05)
Savings accounts. ..’ —.36( .35 97 ( .13)
Tnbanks.....coovvnvrivinnnnns —.58¢( .32) 95 ( .12)
In savings and loan associations..§ —1.81 ( .54) 1.25( .20)
U.S.savingsbonds............... =21 (.2 75 ( .09)
Pubiicly traded stock. ... ] =2.61 (.09 1.48 ( .03)
Commonstock................ —2.41 ( .09) £.39 ( .03)
Mutual funds and other invest-
ment COMPAnIies. .. .......... —2.40 ( .89) 1.05( .39)
Marketable securities other than
SEOCK. v et vi e . . .64 ( .26)
Mortgage assets. . ........ 1.34( .18)
Investment real estate 1.46 ( .38)
Business not managed by unit..... —2.37( .81) 1.15( .30)
Company savings plans........... —1.52( .73) .87 (.27
Head 35 - 54
Checking accounts. . . .........non- 84 ( .12) .49 ( .04)
Sayings aCCOUNS. ... vvvuvnonnens - A5( .17 .92 ( .08)
In banks —.25( .29 .87( .07)
In savings and loan associations. .| —1.14 ( .20) 1.05( .06)
U.S. savings bonds... —.35( .20) .78 ( .06)
Publicly traded stock. -3.76 ( .27) 1,75 ( .08)
Commonstock................ —3.65( .21) 1.68 ( .06)
Mutual funds and other invest-
ment COMPANIES . .. .....o.onn- =3.12( .24 1,41 ( .07)
Marketable securities other than
SEOCK. . e ee v iiee i e 27 ( .49) 1,04 ( .15)
Mortgage assets........ A3 (.31) 1.43 ( .10)
Investment real estate .83 ( .31) 1,78 ( .09)
Business not managed by unit..... —3.29( .47 1.44( .14)
Company savings plans........... —1.95( .32) 1.14( .10)
Head 55 - 64
Checking accounts. . ............. I8 ( .15) .52 ( .04)
Savings acCOUNtS.....covennonaenn o (.25) .87 ( .07)
Inbanks........cooevvreinnnn, —.23( .25 .87 ( .07)
In savings and loan associations..|] —.58 g .38) .90 ( .10)
US.savingsbonds............... —.32( .29 .81 (.07
Publicly traded stock............. —3.60( .34) 1.67( .09)
Commonstock...........co... —3.57( .43) 1.62( .12)
Mutual funds and other invest-
ment COMpAnies. . ........... —3.98( .62) 1.59( .17
Marketable securities other than
StOCK. eo v —3.28(1.13) 1.26 ( .31)
Mortgage assets . —-3.58( .81) 1.47 ( .22)
Investment realestate. . .......... —3.17( .46) 1.56 ( .13)
Business not managed by unit..... —-2.39( .88) 1.18( .24)
Company savings plans........... —1.90( .50) 1.02( .19)

Head 65 and over

Checking accounts. .............. .91 (.22) .485 .06)
Savings accounts. ... .. 06 ( .25) .87 ( .07)
Inbanks.........ovviiineeenn. . .87( .06)
In savings and loan associations..| —.56 ( .33) .93 ( .09)
U.S. savings bonds............... —-.66 ( .26) .90 $ .07)
Publicly traded stock............. —3.84 ( .30) 1.67 ( .08)
Common Stock. ... coveennan.n —3.74( .34) 1.60 ( .09)
Mutual funds and other invest-
ment COMPANIES . . ........... —-3.13 ( .61) 1.31(.17)
Marketable securitics other than
StOCK. oot vvnnevnareinararnnnen -3.57(1.22) 1.26 ( .33)
MOTtgAgEe ASSELS. v oo vvvvr vannvras —3.57( .69) 1.46( .19)
Investment real estate. . .......... —-3.03( .39) 1.52 % 1)
Business not managed by unit. —3.97(1.04) 1.56 ( .28)
Company savings plans...... —1.75( .61) .61 ( .17)

» Value between —.005 and +.005.
Note.—Standard errors of coefficients are shown in parentheses.

TABLE 28

REGRESSION OF PORTFOLIO COMPONENTS
oN ToTaL PORTFOLIO WITHIN AGE GROUPS

3
. X 2
Second function: parameters of z= 20>
Fa Pt
=1
Portfolio component az by

Checking accounts. . ........c...o0vavnna..
Savings accounts. .
U.S. savings bonds.. . .
Publicly traded stock.............ovoiunn
Marketable securities other than stock......
MoOrtgage assets. . ......c.ovvermnonnnaann
Investment realestate. . ..................
Business not managed by unit.............
Company savings plans...................

Checking accounts. . ....oo.vivvieinnnnnnn
Savings acCOUNES. ....oovveennnrruaennn,
U.S. savings bonds....
Publicly traded stock
Marketable securities other than stock......
MOrtgage assets. . ...o..vvii i aennieinns
Investment realestate. . ..................
Business not managed by unit.............
Company Savings plans..............cueuan.

Checking accounts
Savings accounts......
U.S. savings bonds
Publicly traded stock
Marketable securities other than stock......
MOrtgage assetS. . .oovvuernnveneennnsens
Investment realestate. . ..................
Business not managed by unit........... ..
Company savings plans...................

Checking accounts.........oveevnvauaanns
Savings accounts. ...
U.S. savings bonds
Publicly traded stock.............c..uhn
Marketable securities other than stock ......
MOTIEARE ASSELS. . oo ovreivrrvvrancansnn
Investment real estate. ........
Business not managed by unit. .
Company savings plans...........ovevvun-

Head under 35

10ty 0+4k2

766k 47+ ks

1,086k 254k

4k, .97 4k

86k1 N4+-k2

2k .84k

2k .95+-ka

8k1 .64+ ke

53k .36+ ks
Head 35 - 54

105k Q4K

10,275k, L4224k

6,441 k; 294k

2k 1.25+ ke

17k 554k

ks 944k

2ka 1.294+ks

Tks 944k

162ks3 .65tk

Head 55 - 64

.. 10%ks 04ks

416,505ks 354 ke

7,922ks .29+ ke

4ks 1.15+ks

9k; LT34+ke

4k .954+ks

208ks .50+ke

Head 65 and over

10%4; 04-ks
14,158k .40+ks
2,662k .42+4ks
2kq 1.20+ks

3k T19+ks

3kr .98+4-ks

11ks 1.05+4ks

1ky .
218kr A3+-ks




TABLE 29 TABLE 30

REGRESSION OF PROPORTION OF CONSUMER UNITS CoMPARISON OF FIT oF Two REGRESSIONS
OWNING SPECIFIED PORTFOLIO COMPONENTS oF PoORTFOLIO COMPONENTS ON TOTAL PORTFOLIO:
oN ToTaL PORTFOLIO WITHIN AGE GROUPS Sum of weighted squared deviations

divided by sum of weights

Third function: parameters of p= an+k(l —e~ <)

(In thousands)

Portfolio component as k c
Portfolio component First function Second function
Head under 35
Checking accounts. . . . .. S0 300 416030 Head under 35
Savings accounts........ .5 . i. .03) Checking accounts. ... ...... 1 15
}“ baqks....d..l """" .33 .25 1.34 (.03 Savings accounts............. 13,193 4,018
n savxggst'gn oan 05 35 51(.01 U.S. savings bonds........... 8t 41
US associa lbgs PN RE o 3 'Ol; Publicly traded stock......... 141,530 15,408
-3. savings bones.. ... . . . TG Marketable securities other
Publicly traded stock. ... .02 .69 .22 than stock 5 269 5.280
Common stock....... .03 .86 (.01) .10 Mortgage assets . . oo o 2:328 *J98
MMI‘(‘:‘“:‘LI‘-“;‘;S' e:‘:e ] -0 -23 <24 (.00 Investment real estate. . .. 26,313 4,505
Sther than stock . .....| .01 1.87 (.26) . Business not managed by unit. 6,200 6,303
Mortgage assets......... - .14 .18 (LOD) Company savings plans....... 46 43
Investment real estat(ei, o] —.02 .22 .60 (.02)
Business not managed by
unit. . .. .. VP .02 1.16 (.06) . Head 35-~54
Company savings plans. .} —.01 Lt 95 (.04) Checking accounts 299 667
%néings at:cmlx,ntsél ........... 68,036 519
.S. savings bonds 710 163
Head 35 -54 Publicly traded stock......... 49,463,827 159,108
Checking accounts.. . . ... 71 .30 .05 Marketable securities other 8551 10.712
Savings accounts. ....... .50 -41 1.08 (.01) Mortgage assets. . ........... 152, 469 ' 410
}: ?:J}ﬁs; wndioan 1 37 -29 1.52(.02) Investment real estate. .. ..... 119,029,725 346,677
associitions ........ 09 a2 28 Business not managed by unit. 63,536 9,995
U.S. savings bonds...... .05 .46 1.07 (.01) Company savings plans....... 10,320 27
Puglicly traded sl:ock. Cae : .52 %(l)
ommon stock....... .0 .5 .
Mutual funds, etc.... .. -0l 32 .04 Head 55-64
Marketable securities 02 68 (.02) Checking accounts. .. ........ 763 1,865
----- : 55 b b Savings accounts. .. 106,623 5,396
Mortgage assets......... .0t .22 .07 U.S. savings bonds. e 21 563
Luvestment real estate.. - . <34 -1 Publicly traded stock ... ... .. 50,705,915 33,877
anite s | ot .34 03 Marketable securities other
Company savings plans..| '+ 3 meon et | s 131203
gnvestment real estat&.t., eeeap 20, 302,(2)22 3;(8),‘7‘38
usiness not managed by unit. 6, ,495
Head 55 -64 Company savings plans....... 1,113 87
ghecking accounts. . .6{31 %g 22 ot
avings accounts. . e .5 . . .01
Tnbanks............. 32 139 21 Head 65 and over
Inas:s‘gf:‘igi::g loan 0s 28 1.35(.03) Checking accounts. .. ........ 6,330 8,582
U.S. savin bonds. . .... "2 ‘33 16 Savings accounts............. 297,835 18,152
Pty e ed stock. 1 06 ‘9o 03 U.S. savings bonds........... 16,896 939
Commonstock ol o3 A "04 Publicly traded stock. . ... .... 11,735,086 336,901
VAR - : . Marketable securities other
Mutual funds, etc..... .01 .48 .02 than stock . 187,253 208,007
Marketable securities 03 sac01) .0t Mortgage assets. ............ 189,159 9,912
Motigage assets. - ... 03 35¢0) ol Investment real estate. ....... 15,473,611 741,811
vt teal estate. | 02 '07 Business not managed by unit. 443,601 31,621
Business not managed by Company savings plans....... 83 87
UMit. . cioereiiiianns .02 .51 ¢.01) .01
Company savings plans. . .04 .14 (.01) »
Head 65 and over
Checking accounts .59 .45 .02
Savings accounts. . . .44 .38 .79 (.02)
In banks .26 .32 1.08 (.03)
In savings and loan
associations. . . A .37 .15
U.S. savings bonds...... .15 .23 .42 (.01)
Publicly traded stock. . .. .0t .78 .03
Common stock....... .01 .79 .03
Mutual funds, etc..... —.01 .19 .06
Marketable securities
other than stock...... -.01 .75 .
Mortgage assets......... - .24 .03
Investment real estate. ... .03 .45 .05
Business not managed by
UNQt. eseereneerannns .02 .17 .04
Company savings plans. . . .05 *

« Value between —.005 and +.005.

Note.—Standard errors of coefficients are shown in parentheses.
Errors of less than .005 are omitted from the table. The x variable,
portfolio, is in thousands of dollars.
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TasLE 31

ELASTICITIES OF PORTFOLIO COMPONENTS AT POINT OF MEAN PORTFOLIO

Over-all Attributable Over-all Attributable
to proportion| to proportion
Portfolio component owning owning
Ei(z,x) Ex(z,x) Eu(p,x) Ey(z,x) Exz,x) En(p,x)
Head under 35 Head 55 - 64
Checking accounts....... e, .50 .56 . .52 .31 A2
Savings accounts....... .97 1.03 .09 .87 .66 .
In banks..... e, .95 n.a. .10 .87 n.a. .03
In savings and loan associations........... .. 1.25 n.a. .49 .90 n.a. *
US.savingsbonds. ... ..ot .75 .81 .34 .81 . .07
Publicly traded stock 1.48 1.53 .74 1.67 1.46 .62
Common StOCK. ... ..ottt i 1.39 n.a. .13 1.62 n.a. .58
Mutual funds and other investment companies........ 1.05 n.a. .90 1.59 n.a. .76
Marketable securities other thanstock................. .64 .70 16 1.26 1.05 .63
MOTtEARE ASSELS. . oo v v raenen i ean e 1.34 1.40 .83 1.47 1.26 .68
Investment real estate.. .. ... ivveviann i e 1.46 1.52 .65 1.56 1.35 .44
Business not managed by unit....... ... coiiiiann 1.15 1.20 24 1.18 .97 .67
Company savings plans. . .......ooeievieriiaennenn. .87 .92 40 1.02 .82 .18
Head 35 - 54 Head 65 and over
Checking aCCOUNES. ..u vt vvvvennnnnrnnorneeraneeanas .49 .28 .10 .48 .30 .16
SaVINES ACCOUNMTS .. o vivrvrnnrrerecssennnnasrcecenans .92 .70 * .87 .70 b
In banKS. oo ouuvvriisrenvntinneer e iiiiiieaiaenes .87 n.a. * .87 na. .
In savings and loan associations..................... 1.05 na. .20 .93 n.a. .07
U.S. savings bonds.......... e .78 .57 * .90 .72 .
Publicly traded stock. .. ....ccviiiii i 1.75 1.53 .40 1.67 1.50 .64
Common stock........ . .. 1.68 n.a. .60 1.60 n.a. .70
Mutual funds and other investment compan: 1.41 n.a. .73 1.31 n.a. .48
Marketable securities other than stock. 1.04 .82 L3 1.26 1.09 1.08
Mortgage assets. . ...o.uviiiaaan s .. 1.43 1,22 .68 1.46 1.28 .72
Investment real estate. ........cooveeeeviuenannaecnees 1.78 1.56 .62 1.52 1.35 .46
Business not managed by unit............ ... 0o 1.44 1.22 82 1.56 1.38 .48
Company savings plans. . .......ovrviiiinosieennnens 1.14 .92 . .61 .43 .27

« Value between —.005 and +.005.
n.a. Not available.



TABLE 32

ELASTICITIES OF PORTFOLIO COMPONENTS AT POINT OF MEAN PORTFOLIO WITHIN PorTFOLIC GROUPS

Size of portfolio

Qver-all (Ex(z,x))

Attributable to proportion owning (Eu(p,x))

Head Head Head Head 65 Head Head Head Head 65
under 35 35-54 55 - 64 and over under 35 35 -54 55 - 64 and over
Checking accounts
.75 .75 .78 .76 .14 . . *
.62 .61 .69 .66 .02 .02 .02 .01
.51 .45 .58 .57 * .06 .06 .03
.44 .30 .47 .47 * .10 .10 .07
.38 .16 .35 .37 - W12 .13 12
.30 .01 .24 .25 . .09 .09 18
.23 —.09 .14 .16 . .03 .02 .19
.18 —.17 .03 .01 . * * .03
10 —.24 —.07 —-.07 » * . .
Savings accounts
1499, .. 1.22 1.18 1,13 1.16 .09 Al .05 .09
$500 ~1,999.........vinn 1.08 1.03 1.04 1.05 .16 .19 .14 .21
$2,000~4,999............ .98 .87 .93 .96 .03 .05 .14 12
$5,000-9,999............ .91 .73 .82 .87 » - .04 .01
$10,000 -24,999.......... .84 .58 .70 .76 * . * *
$25,000 - 49,999.......... .77 .44 .59 .65 * . - -
$50,000 -99,999.......... .69 .33 .49 .55 . * * *
$100,000 — 499,999........ .65 .26 .38 .41 * * * .
$500,000 and over......... .57 .18 .28 .32 . » . .
U.S. savings bonds
1-499.......coovennnn 1.00 1.0S 1.07 1.18 .24 .54 .04 .09
$500 - 1,999........ .86 .90 .98 1.08 .43 .46 .17 .27
$2,000 - 4,999...... .76 .74 .87 .99 .21 .10 .29 .27
$5,000 ~9,999...... .69 .60 .76 .89 .03 . .27 .10
$10,000 - 24,999 .63 .45 .64 .79 . - A2 .01
$25,000 — 49,999.. .. .55 .31 .53 .67 . . .02 .
$50,000 - 99,999.... .48 .20 .43 .58 * * * »
$100, ~499,999........ .43 12 .32 .43 . . . .
$500,000 and over......... .35 .05 .22 .34 * » » .
Publicly traded stock
$1-499. ..ot 1.73 2,01 1.93 1.96 .48 1.19 .07 W22
$500 - 1,999...... 1.59 1.86 1.84 1.85 .76 .93 .26 .62
$2,000 - 4,999 1.49 1.70 1.73 1.76 .65 W72 .51 .80
$5,000 — 9,999 1.41 1.56 1.62 1.67 .42 .46 .64 .82
$10,000 - 24,999 1.35 1.41 1.50 1.56 .16 .16 .65 .74
$25,000 —49,999.......... 1.27 1.27 1.39 1.45 .01 .01 .53 .53
$50,000 - 99,999.......... 1.20 1.16 1.29 1.35 . . .28 .26
$100,000 ~ 499,999........ 1.16 1.08 1.18 1.21 » * .02 *
$500,000 and over......... 1.07 1.01 1.08 1.12 . - . .
Marketable securities other than stock
S1—499......iiiiiiinnn .89 1.30 1.51 1.55 .02 .01 .02 -.08
$500 -1,999..........00n .75 1.15 1.42 1.44 .09 .05 .09 —-.74
$2,000 - 4,999 .65 .99 1.31 1.35 .25 .15 .24 4.76
$5,000 - 9,999 .58 .85 1.21 1.26 .41 .28 .41 1.47
$10,000 - 24,999 .51 .70 1.09 1.15 .57 .46 .58 1.14
$25,000 - 49,999 .44 .56 .97 1.04 .75 .65 .69 .99
$50,000 - 99,999 .37 .46 .87 .94 .85 .77 s .89
$100, -499,999........ .32 .38 77 .80 .88 .80 .55 .52
$500,000 and over......... .24 .30 .66 71 .67 .28 . .02
Mortgage assets
1.59 1.70 1,73 1.74 .76 .24 .03 44
1.45 1.55 1.64 1.63 .88 .63 .15 .82
1.35 1.39 1.53 1.55 .74 .75 .37 .90
1.28 1.25 1.42 1.45 .52 .70 .54 .89
, .. 1.21 1.10 1.30 1.34 .25 .53 .67 .81
$25,000 ~49,999.......... 1.14 .96 1.19 1.23 .03 .24 .69 .62
$50,000 ~ 99,999, .. ....... 1.07 .85 1.08 1.13 . .03, .58 .36
3106,000—-499,999... .. 1,02 .77 .98 .99 . . .25 .01
$500,000 and over......... .94 .70 .88 .90 . - . .




TaBLE 32 (Continued)

ELASTICITIES OF PORTFOLIO COMPONENTS AT POINT OF MEAN PORTFOLIO WITHIN PORTFOLIO GROUPS (Continued)

Over-all (Exz,x)) Attributable to proportion owning (Eu(p,x))
Size of portfolio
Head Head Head Head 65 Head Head Head Head 65
under 35 35-54 55 - 64 and over under 35 35-54 55-64 and over
Investment real estate
1-499......iivivnnt, 1,71 2.04 1.82 1.81 -7.32 1.04 .26 10
$500-1,999.............. 1.57 1.89 1.72 1.70 .94 .95 .62 39
$2,000-4,999............ 1.47 1.73 1.62 1.61 40 .84 .75 61
$5,000-9,999............ 1.40 1.59 1.51 1.52 09 .66 N 67
$10,000 - 24,999.......... 1.33 1.44 1.39 1.41 . .40 .53 58
$25,000 - 49,999.......... 1.26 1.30 1.28 1.30 * .10 .26 33
$50,000-99,999.......... 1.18 1.20 1.17 1.20 . . .04 10
$100,000 - 499,999........ 1.14 1.12 1.07 1.06 . . . »
$500,000 and over......... 1.06 1.04 .97 97 . . .. .
Business not managed by unit
499 . s 1.40 1.70 1.43 1.84 .03 .27 02 06
$500 -1,999........ 1.26 1.55 1.34 1.73 .15 .68 11 26
$2,000 - 4,999...... 1.16 1.39 1.23 1.65 .35 .83 29 48
$5,000 - 9,999...... 1.08 1.25 1.13 1.55 .53 .83 47 60
$10,000 - 24,999 1.02 1.10 1.01 1.44 .68 .74 63 57
$25,000 - 49,999. ... .94 .96 .89 1.33 .79 .54 72 37
$50,000 - 99,999.... 87 .85 79 1.23 .81 .24 70 14
$100,000 - 499,999. . .83 .78 .69 1.09 .74 .02 49 .
$500,000 and over......... .74 .70 .58 1.00 .12 . . *
Company savings plans

1-499. . ciiiininennnnnen 1.12 1.40 1.28 .89 1.45 1,06 . .
$500 -1,999.............. .98 1.25 1.19 .79 . .62 .01 01
$2,000 - 4,999, ........... .88 1.10 1.08 .70 18 17 .04 04
$5,000~9,999............ .80 .95 98 .60 ot 01 .08 .10
$10,000 - 24,999 .74 .81 .85 .50 » . .15 19
$25,000 —'49,999. ... 66 .66 .74 .38 . . .26 .34
$50,000 - 99,999. .. .59 .56 .64 .29 . . .39 .48
$100,000 — 499,999, ....... .55 .48 .53 .14 . * .48 .64
$500,000 and over......... .46 .41 .43 .06 . . .05 32

» Value between —.005 and +.005.
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CONSUMER FINANCIAL CHARACTERISTICS

Notes—Methods Used in Estimating Parameters for Regressions

Methods used in estimating parameters for re-
gressions of wealth components on total wealth
are described below. Similar methods were used
for regressions of portfolio components on total
portfolio.

) b
First function— y=aw'!

Least squares estimating procedures were ap-

plied to the logarithmic transformation:

log y =log a1+ log w

Group data were used for fitting the equations.
Consumer units were grouped by the amount of
their wealth and mean amounts of the various asset
types were computed. The basic data used for the
wealth equations are shown in Table A 8. Thus
for the equation relating liquid assets to wealth,
the w values were mean amounts of total wealth
for all units in the various wealth groups; for ex-
ample, $2,552 for young units in the $1,000—
$4.999 wealth group. The y values were mean
amounts of liquid assets for all units in the vari-
ous groups; for example, $653 for units in the
group just mentioned.

The regressions were weighted with the popula-
tion weights (number of consumer units) shown
in Table A 36. The standard errors are also
weighted estimates and were estimated in accord-
ance with the model described by L. R. Klein,
Econometrics (Row, Peterson and Co., 1956),
p. 308.

b,
X waw ?
Second function—y=
6

z : b,
QoW 2%

i=1

The form of the function does not lend itself
to linearization which would facilitate estimation
“of the parameters. The usual procedure is to
write a new function which is a ratio of one
commodity—here one asset type—to another.
Taking logarithms of both sides of the ratio
yields:

log yi—log y; = (log az —log az;) +(bzs —by;) log w

The parameters (log ax—log a»;) and (b —by;) may
be estimated using least squares procedures with
the difference of the logarithms as the dependent
variable.

The function for the ith asset may be written
as follows:
w‘Ew(bzi—bn)
Qa2

yi=
6

Z Q2 Coi~ban)
o
Thus the parameters are of the form
(bn~b2») and G
222
and may be estimated by the method just dis-
cussed with a common asset type—in this case
asset number two—in the denominator of the
dependent variable.

Because the addition of an arbitrary number to
the b, parameters of the function for the ith asset,
or the multiplication of the g, parameters by an
arbitrary number, does not affect the value of the
function, the parameters are ordinarily written
with arbitrary elements, say k; and k, The values
of the dependent variable—the y; 's—are, how-
ever, completely determinate, as are the elastici-
ties.

Actually, as Houthakker notes, it is not neces-
sary to estimate the parameters using the differ-
ence of the logarithms. The estimates for the ordi-
nary double log equations can be used, that is,
(b1i—by;) from the first function is equal to (be;—by;)

for this function and g}f from the first function
H

is equal to g—:‘ for this function. The estimated
1

parameters shown in Tables 21 and 28 were de-
rived using the estimated parameters for the ordi-
nary double log form. The common asset type for
the wealth equations was automobiles and for the
portfolio equations, checking accounts.

Third function—y=py(H), where, and y(H)
are functions of total wealth

The over-all elasticity E;(y,w) can be sepa-
rated into the Ei(p,w) and Ew(y(H)w(H))
components as follows.

Assume that there are N consumer units classi-
fied into k¥ groups, Ny, ..., Ni, on the basis of their
total wealth, w. Assume that there are r asset
types. Let H,; be the number of units in the jth
wealth group holding asset type i, and let the
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Y .
aggregate amount be Y,;. Then —V—’= yi; is the
N

mean amount of asset ; held by consumer units in

Y .
the jth wealth group; E,—=y{j(H) is the mean

L3
amount of asset ; held by units in the jth wealth
Hy; .
group who own asset i; and —A,—]=p|'j is the pro-
- i
portion of units in the jth wealth group who own

asset 7. It follows that:
vi=yu(H) pij, j=1,.. ., k
Differentiating this function with respect to w
and multiplying through by % vyields:
Yij
w dlys) _w dpi) | w d(y«(H))
— o yi(H e py D
vadw vr P Paw Ty P aw)

Yi Yii
But, yii(H) == and p;j=—7—
! Pii Py (H)

Therefore,
w o dlyy) _w dps) v du(H))
g dw)  py dw) | ys(H) dw)

or: E3(yyw) = E31(p)w) +E32(y(H),’U)(H))

The parameters as, k, and ¢ of the function
yielding the Eu(p,w) component of the over-all
elasticity were estimated by the least squares
method for functions nonlinear in the parameters
which was developed by Gauss and Newton and
modified by H. O. Hartley. The basic procedures
and the modification are described in “The Mod-
ified Gauss-Newton Method for the Fitting of
Non-Linear Regression Functions by Least
Squares,” Technometrics, May 1961, pp. 269-80.

In summary, the procedures are as follows. At
every value of w, p will be a function of unknown
parameters and an error term, that is:

p=a+k(l—e ) +u=F(a,k,c)+u

The objective is to minimize

D p—fa k)=

The minimization procedure involves evaluating
Zuﬂ using a truncated Taylor series expansion for

fla,k,c) with approximate values of the parameters.
The first approximations may not yield a minimum

for Zu?, but the method yields a new set of ap-
proximations which, under certain conditions, will
provide a smaller » "+ . The usual procedure is

to repeat the process until the estimated set of
parameters is changing by a very small amount
compared to the preceding set of estimators. For
the parameters shown in Tables 22 and 29, the
largest absolute change between the estimates
shown and the immediately preceding estimates
were as follows for q, k£, and ¢, respectively: .0005;
.00209; and .00017.

The standard errors are approximations, and the
method of estimation is described in an article by
Henry Schultz, “The Standard Error of a Forecast
from a Curve,” Journal of the American Statistical
Association, June 1930, pp. 139-86.

The w values are mean amounts of total wealth
for all units in the various wealth groups as shown
in Table A 8 and the p values are the proportions
shown in the same table. The regressions are
weighted with the population weights (number
of consumer units) shown in Table A 36.

The authors are grateful to Franklin V. Walker
of the Board of Governors’ research staff for sug-
gesting this procedure and for providing the ex-
pertise to carry out the estimation of the param-
eters.

The procedures followed in estimating the pa-
rameters of the function yielding the

Ew(y(H),w(H))

component of the over-all elasticity were the same
as for the equations shown in Table 20 except
that the w and y values were confined to the group
of consumer units holding the particular asset.
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CONSUMER FINANCIAL CHARACTERISTICS

Basic TABLES FOR THE SURVEY OF FINANCIAL CHARACTERISTICS OF CONSUMERS,
DECEMBER 31, 1962

These tables provide data for a complete classifica-
tion scheme without regard to the number of cases
in each cell, except that data are omitted for cells
with only one case. Even though counts are small
for some cells, so that data must be used care-
fully, they are shown so that combinations and
analyses can be made. Table A 35 shows the num-

ber of cases in each cell; Table A 36, the weights to
be used in combining cells.

The symbol * indicates amounts insignificant in
terms of the particular unit (for example, less than
Y5 of 1 per cent, or less than Y2 of $1).

Details do not necessarily add to totals because
of rounding.

Table Title Classifying variable Page
Size of—
Al net worth Income, age, employment status 96
A2 wealth “ 98
A3l equity in portfolio of liquid and investment assets “ 100
A4 liquid assets “ 102
AS equity in publicly traded stock “ 104
A6 debt “ 106
A7 personal debt “ 108

Composition of—
wealth
a. Percentage
b. Mean

A9 miscellaneous assets
a. Percentage
b. Mean

Al0 portfolio of liquid and investment assets
a. Percentage
b. Mean

All savings accounts
a. Percentage
b. Mean

Al2 marketable securities other than stock
a. Percentage
b. Mean

Al3 publicly traded stock
a. Percentage
b. Mean

Al4 debt
a. Percentage
b. Mean

>
o0

A 15  Liquid assets of personal debt groups

Distribution of—
Al6 wealth
A 17 debt

Diversity of—
1 wealth
19 portfolio of liquid and investment assets
20 liquid assets
21 marketable securities

Wealth, income, age, employment status 0
i1
110

113
113

Wealth, income, age

Wealth, portfolio, income, age, employment
status 114
118
Wealth, portfolio, income, age
122
122

123
123

124
125

126
130

Wealth, income, age, employment status

Personal debt, income, age 134

Wealth, income, age 136
“ 136

“ 137
“ 138
“ 138
“ 139



BASIC TABLES

95

N
=
N

P b i »>> >
WL NN YIS
SO®-1 At G

—

A32
A33
A 34

A3S
A 36

A 37
A 38
A 39
A40

A4l
A42

A43

Title

Equity in portfolio of liquid and investment
assets as a percentage of wealth

Liquid assets as a percentage of wealth

Equity in publicly traded stock as a percentage of
equity in portfolio of liquid and investment
assets

Liquid assets as a percentage of 1962 income

Instalment debt as a percentage of 1962 income

Chief investment objective

Investment objectives

Assets associated with investment objectives
Saving objectives

Investment in life insurance, retirement plans,
and individual annuities
a. Percentage
b. Mean

Inherited assets in relation to total assets
Characteristics of consumer units

Mean income of age and employment status
groups

Sample size for specified groups
Consumer units in survey population

Poverty income status—
size of —
net worth
wealth
equity in portfolio of liquid and investment assets
liquid assets
composition of—
wealth
a. Percentage
b. Mean
debt
a. Percentage
b. Mean
characteristics of consumers and sample size for
specified groups

Classifying variable

Wealth, income, age
%

“«

Wealth, portfolio, income, age, employment

status

Income

Family size, age, ?mployment status
[{

“
“

[

Page

140
140

140
141
141

142
143

146

147
147

148
148

149
150
151

152
154
156
158

160
162

164
164

166
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