Ilw‘ vl
m I | I CENTER FOR ECONOMIC AND POLICY RESEARCH

The Impact of the Housing Crash
on Family Wealth

Dean Baker and David Rosnick

July 2008

Center for Economic and Policy Research
1611 Connecticut Avenue, NW, Suite 400
Washington, D.C. 20009

202-293-5380

www.cepr.net



The Impact of the Housing Crash on Family Wealth e i

Contents

EXECUIVE SUMMATY ...ttt bns 1
IOEEOAUCHION ottt 2
The Construction of Projections for 2000..........cccviiiiniiiiiiininiiiniiicissse e 3
IMPlCations fOr POLCY ..ot 7
Appendix: Estimates and Projections Based on the SCF ..., 8
About the Authors

Dean Baker is the Co-Director and David Rosnick is a Research Associate at the Center for Economic
and Policy Research in Washington, DC.



The Impact of the Housing Crash on Family Wealth e 1

Executive Summary

This paper extrapolates from data from the 2004 Survey of Consumer Finance to project household
wealth, by age cohort and wealth quintile, in 2009 under three alternative scenarios. The first scenario
assumes that real house prices fall no further than their level as of March 2008. The second scenario
assumes that real house prices fall an additional 10 percent for a 2009 average. The third scenario
assumes that real house prices fall an additional 20 percent for a 2009 average. (Real house prices are
currently falling at the rate of almost 2.0 percent a month.)

The projections show that as a result of the collapse of the housing bubble, families in all age cohorts
will see a substantial reduction in their wealth compared to the levels for the same age cohort in 2001 or
2004, the years in which the last two surveys were fielded.

In percentage terms, the sharpest falloffs are projected to occur for the youngest families. In the second
scenario, the median family in the age cohort from 18-34 will have 67.6 percent less in net worth in
2009 than in 2004. The median family in the 35-44 age cohort will have 56.8 percent less in 2009 than
in 2004. This corresponds to a decline of $41,000 in median wealth.

The typical family in the age cohort from 45 to 54 will have 34.6 percent less in 2009 than did families
in the same age group in 2004. The median family in the 55-64 age cohort will have $121,000 less
wealth than their counterparts in this age group in 2004, a decline of 43.9 percent.

The projections show that the crash of the housing bubble is likely to eliminate most, if not all, of the
gains that families had made in accumulating wealth over the last two decades. The median family in
the cohorts from age 35-44 is actually projected to have less wealth in 2009 than their counterpart in
this age group in 1989. The median family in the cohort from ages 45-54 is projected to have 31.2
percent less wealth in 2009 than the median family in this age cohort in 1989.

The sharp projected reduction in wealth compared to the prior two years in which the survey was
fielded stems from the collapse of the housing bubble. Homes are the major financial asset held by the
bulk of the population. It was inevitable that the sharp downturn in the housing market that we have
seen over the last two years would have a substantial impact on the wealth of most families.

As these projections should demonstrate, homeownership is not everywhere and always an effective
way to accumulate wealth. For those who owned a home in the last few years, the collapse of the
housing bubble led to the destruction of much or all of their wealth.



The Impact of the Housing Crash on Family Wealth e 2

Introduction

The U.S. economy has experienced two extraordinary asset bubbles in the last decade: a stock bubble
that began in the mid-nineties and crashed over the years from 2000-2002, and a housing bubble that
grew up alongside the stock bubble and has been in the process of deflating since the middle of 2006.

These bubbles made it extremely difficult for families to plan their savings, since they would have no
simple way to distinguish bubble-generated wealth, which would prove ephemeral, from real wealth
which could be expected to endure. As a result, tens of millions of families likely ended up saving less
than they would have considered prudent, had they recognized that their wealth was temporarily
inflated by bubbles in the stock or housing market.

This problem is far more serious in the case of the housing bubble than the stock bubble. While stock
ownership has become far more widespread over the last two decades, it is still the case that the vast
majority of families own little or no stock, even when including holdings of mutual funds through
defined contribution retirement plans.

By contrast, most families do own homes, especially once they reach middle age. In 2004, the
homeownership rate for families between the ages of 35 and 44 was 67.0 percent. It was 76.4 percent
for families between the ages of 45 and 54, and 78.3 percent for families between the ages of 55 and 64.
The vast majority of middle-aged families do own their home, and for most of them, it is by far their
largest financial asset.

The importance of housing in family wealth is amplified by the fact that it is usually a highly leveraged
investment. Families typically rely on mortgages for the overwhelming majority of the purchase price,
and even after they have been in a home for several years, the value of the home can easily be five times
their equity or more. As a result of this leverage, even small changes in housing values can have a large
impact on family wealth.

The huge increases in house prices seen during the boom years, followed by the bust of the last two
years, effectively took homeowners on a gigantic roller coaster ride. While many homeowners were far
wealthier than they could have anticipated at the peak of the bubble, now that the bubble has largely
deflated, they find themselves with much less wealth than they expected at this point in their careers.

Unfortunately, they do not have the option to reverse the saving and consumption decisions made in
prior years. Older homeowners in particular will have little opportunity to make up for years in which
they saved little, or not at all, under the assumption that the wealth in their home would be enduring
and possibly increase further as house prices rose even higher.

The decline in house prices since the middle of 2006 has lead to the loss of more than $4 trillion in real
housing wealth, more than $50,000 for every homeowner in the country. Real house prices are now
dropping at close to a 2.0 percent monthly rate, which translates into a loss of almost $350 billion every
month. This paper produces a set of projections derived from the 2004 Survey of Consumer Finance
(SCE), the most recent survey currently available, to determine how these losses will affect families in
different wealth quintiles within each age cohort.'

!'The SCF is conducted every three years. Data from the 2007 survey will not be available until 2009.
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The Construction of Projections for 2009

The central scenario in the projections shown in this paper assumes that real year-round house prices in
2009 are on average 10 percent below the level shown by the Case-Shiller 20-City Index for March
2008. (The Appendix shows projections assuming alternatively no real price decline and a 20 percent
real price decline.) While the assumption of a 10 percent price decline may seem extreme, it is
important to note that house prices are currently falling at a real rate of close to 2.0 percent a month.
Given the current rate of price decline, even if prices began to stabilize in the next few months, it is
likely that real house prices would average at least 10 percent less in 2009 than their March 2008 level.
For this reason, the assumption of a 10 percent further real decline in prices is a plausible middle
scenario.

For simplicity, the calculations assume zero net savings over this period. This is a simplification, but
savings out of disposable income has averaged less than 1.0 percent since the third quarter of 2004,
when the last SCF was fielded, so an assumption of zero savings is not far from the average for the
population as a whole over this period.” There are likely to be substantial differences in savings rates by
age group, but the impact of extraordinary run-up in housing wealth may make the variations less
predictable than would ordinarily be the case. The calculations assume that any stock holdings in 2004
rose in step with the S&P 500 over this period (through March of 2008), with a further real rise of 3
percent assumed for 2009.

There was also no effort made to incorporate defined benefit pensions. The appendix tables show the
percentage of families within each quintile and age cohort who report having a defined benefit pension.
There is a sharp decline in the percentage of workers who report having defined benefit pensions over
this twenty year period. Therefore, an analysis that included the wealth in defined benefit pensions
would show the situation of families in 2009 to be somewhat worse relative to families in eatlier years
than is indicated in this paper.

Wealth for Families Between Ages 35-44

Figure 1 shows median family wealth for families with a respondent between the ages of 35-44 for
every SCF since 1989, with a projected wealth level shown for 2009. The projection for 2009 assumes
that real house prices in 2009 are on average 10 percent lower than they were in March of 2008, using
the Case-Shiller 20-City Index as the measure of prices.” (See the Appendix for a full discussion of the
methodology.)

Figure 1 shows that median family wealth for this cohort was lower in 1992, 1995, and 1998 than it had
been in 1989. By 1998, the net wealth of the median family in this age cohort had risen substantially
from its 1992 and 1995 levels, but still was 6.2 percent less than the net wealth of the median family in
1989. In 2001, a point at which the stock bubble had only partially deflated, the wealth of the median
family in this age cohort was only 9.1 percent higher than it had been in 1989. 2001 was the only

> Savings data can be found in the Bureau of Economic Analysis’ National Income and Product Accounts, Table 2.1, Line
34.

’ Note that this would imply a nominal price increase of roughly 5 percent between March of 2008 and the average for
2009, if the inflation rate averages 4.0 percent over this period. Nominal house prices are currently dropping at the rate of
1.5 percent a month.
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survey year in which the net wealth of the median family in this age cohort was higher than what it was
in 1989.

FIGURE 1
Median Wealth for Households, Age 35-44
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Source: Survey of Consumer Finances and authors’ calculations, see text.
Note: All values in 2004 dollars.

The collapse of both the stock and housing bubbles, combined with weak wage growth, has led to a
sharp decline in wealth for this age cohort. The projection for 2009 shows the median family in this age
cohort with just $31,300 in wealth. This is 65.5 percent less than the wealth held by the median family
in 2001 and 62.3 percent less than the wealth of the median family in 1989, twenty years earlier.
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Wealth for Families Between Ages 45-54

Figure 2 shows median family wealth for families with a respondent between the ages of 45-54 for
every SCF since 1989, with the wealth level shown for 2009 projected in the same manner as for Figure
1.

FIGURE 2
Median Wealth for Households, Age 45-54
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Source: Survey of Consumer Finances and authors’ calculations, see text.
Note: All values in 2004 dollars.

Figure 2 shows that the median family in this age cohort also experienced a decline in wealth from 1989
to 1998. Median wealth finally surpassed its 1989 level in 2001, and held steady in 2004. At that point,
median wealth was 5.2 percent above its 1989 level. However, the fall in housing prices is projected to
lead to a reduction in wealth of 34.6 percent in 2009 compared to the 2004 level for the median family
in this age group. In this scenario, the median family will have 31.2 percent less wealth in 2009 than did
the median family in this age group in 1989.

It is important to note that this comparison substantially overstates the wealth of families in 2009
relative to prior years because it does not include defined benefit pensions. In 1989, 55 percent of the
families in this age group reported having a defined benefit pension. The number had fallen to 35
percent in 2004 and will almost certainly be lower in 2009. If the sharp decline in defined benefit
pensions were to be included in the analysis, it would show that the median family in this age group had
an even sharper drop in wealth in 2009 compared with 1989.
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Wealth for Families Between Ages 55-64
Figure 3 shows median family wealth for families with a respondent between the ages of 55-64 for
every SCF since 1989, with the wealth level shown for 2009 projected in the same manner as for Figure

1.

FIGURE 3
Median Wealth for Households, Age 55-64
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Source: Survey of Consumer Finances and authors’ calculations, see text.
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Figure 3 shows that the median family in the 55 to 64 age cohort saw an increase in wealth in each of
the surveys from 1989 to 2004, with the exception of 1995 when it decreased slightly. The increases
were sharpest in 2001 and 2004, no doubt driven by the run-up in stock prices and then the run-up in
housing prices. By 2004, the wealth of the median household in this age group was 90.6 percent higher
than the median wealth for this age group in 1989.

The plunge in house prices since 2006 is projected to eliminate most of this gain. Median wealth is
projected to drop from $275,400 in 2004 to 154,400 in 2009, a decline of 43.9 percent. While this is 6.9
percent above its 1989 level, this gain would likely be eliminated if the decline in defined benefit
pensions was included in the analysis. In 1989, 54.2 percent of the people in this age group reported
having a defined benefit pension. In 2004, 43.8 percent of the people in this age group reported having
a defined benefit pension.
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Implications for Policy

The sharp plunge in wealth projected for 2009 for families in each age cohort should point out the
dangers of allowing financial bubbles, and especially a housing bubble, to grow unchecked. Families will
behave as though the bubble-generated wealth is real and adjust their consumption and savings
behavior accordingly. As a result, tens of millions of families are likely to make wrong decisions, saving
far less than they would have if they recognized the transitory nature of the bubble wealth.

Inadequate saving is likely to be an especially serious problem for workers who are approaching
retirement. These workers will have little opportunity to make up for the wealth lost in the collapse of
the housing bubble. Many retirees will find themselves far more dependent on Social Security and
Medicare than would have been the case if their savings behavior had not been affected by the stock
and housing bubbles. The financial situation of older workers must be an important factor in any plans
to reduce the benefits provided by these programs.

Given the hardships created by the collapse of a financial bubble, it is important that the Federal
Reserve Board views the prevention of bubbles as an important part of its mandate. It would be
difficult to imagine an economic policy that has produced more damage than that which allowed the
housing bubble to grow unchecked. The Federal Reserve Board could have prevented much of this
pain if it had acted to burst the bubble before it had grown to such dangerous dimensions.
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Appendix: Estimates and Projections Based on the SCF

Description of Method

Estimates of assets and debts by households from 1989-2004 come from each year’s Survey of
Consumer Finances based the SAS program provided by the Federal Reserve.* The only significant
change to the original program was to split net equity in nonresidential real estate into corresponding
asset and debt.

Projections of assets and debts by household in 2009 were made by adjusted equity and real estate
values. Equity values were adjusted by the inflation-adjusted S&P 500 from September 2004 to March
2008 (7.33 percent), plus 3 percent for 2008 to 2009 (10.55 percent total.) Real estate prices were
adjusted by the Case-Shiller 20-City Composite Index over the same period (-10.3 percent), but with
2009 adjustment based on three scenarios (0, -10, and -20 percent from 2008 to 2009).

All figures were inflated to 2004 dollars using the CPI-U-RS from September of each survey year to
September 2004.

Appendix Tables

These tables below show wealth by age cohort based on the data from SCF for each year from 1989
through 2004. The projections for 2009 assume three alternative scenarios: no real change in house
prices from March of 2008 through 2009, a 10 percent decline in the year-round average price for 2009
relative to March of 2008, and a 20 percent real price decline for the year-round average price for 2009
relative to March of 2008.

The first line for each year’s survey shows the average income for each quintile in each year. The
second line indicates whether someone in the family reports having a defined benefit pension. The third
line indicates whether they own their primary residence. The fourth line shows the percentage of
families in each quintile who have negative net worth.

4 Available online at http:/ /www.federalreserve.gov/PUBS/o0ss/0ss2/bulletin.macro.txt.
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Mean By Quintile of Net Worth

Median  Mean Bottom Second  Middle  Fourth Top
1988 Income 30,576 41,045 22,957 23,471 34,983 43,628 80,530
o Has Defined Benefit Pension 22.8% 11.5% 11.1% 26.6% 24.7% 40.6%
g Owns Primary Residence 36.4% 4.4% 3.4% 30.1% 59.7% 85.2%
Net Worth 11,477 69,065 (5,147) 1,697 11,106 40,007 298,775
Note: With Negative Net Worth 14.6% 69.4% 0.0% 0.0% 0.0% 0.0%
1991 Income 32,415 40,632 23,756 22,873 36,033 48,073 72,361
« Has Defined Benefit Pension 23.2% 15.2% 16.1% 19.7% 32.3% 33.1%
% Owns Primary Residence 34.5% 4.5% 5.2% 21.8% 60.9% 80.0%
Net Worth 11,858 58,061 (6,956) 2,215 13,000 44,875 238,233
Note: With Negative Net Worth 16.7% 75.7% 0.0% 0.0% 0.0% 0.0%
1994 Income 34,042 39,542 24,296 23,505 35,881 47,849 66,295
w, Has Defined Benefit Pension 20.4% 15.5% 11.8% 21.4% 25.6% 27.6%
% Owns Primary Residence 35.9% 5.7% 9.8% 33.3% 56.9% 74.1%
Net Worth 14,882 54,122 (9,769) 3,557 16,464 49,318 211,461
Note: With Negative Net Worth 15.9% 79.4% 0.0% 0.0% 0.0% 0.0%
1997 Income 32,916 43,045 24,735 24,213 31,442 44,662 90,150
o Has Defined Benefit Pension 17.3% 10.7% 10.9% 14.7% 23.7% 26.4%
% Owns Primary Residence 35.9% 12.5% 8.3% 20.7% 61.4% 75.9%
Net Worth 10,445 81,773  (10,932) 1,970 11,772 44,087 364,965
Note: With Negative Net Worth 19.8% 82.4% 0.0% 0.0% 0.0% 0.0%
2000 Income 36,124 47,970 24,636 27,525 36,147 54,905 97,455
—  Has Defined Benefit Pension 13.3% 9.2% 8.1% 13.1% 18.7% 17.0%
§ Owns Primary Residence 37.5% 9.6% 9.8% 23.0% 62.2% 83.0%
Net Worth 12,039 91,655 (8,384) 2,579 12,736 51,044 404,470
Note: With Negative Net Worth 18.3% 76.6% 0.0% 0.0% 0.0% 0.0%
2003 Income 34914 46,524 28,214 22,617 37,422 51,495 92,755
<« Has Defined Benefit Pension 13.6% 8.2% 5.4% 11.5% 17.1% 25.9%
§ Owns Primary Residence 40.0% 11.5% 5.3% 29.6% 66.6% 86.8%
Net Worth 14,500 76,087  (13,700) 2,863 15,747 55,432 320,880
Note: With Negative Net Worth 17.1% 82.8% 0.0% 0.0% 0.0% 0.0%
Scenario 1
Net Worth 6,000 42,076  (19,917) 537 7,381 23,253 199,243
Percent Change -58.6%  -44.7% -81.2% 53.1% -58.1% -37.9%
Note: With Negative Net Worth 24.2% 100.0% 16.1% 1.1% 3.6% 0.0%
. Scenario 2
§‘ Net Worth 4,700 36,674  (20,903) 203 6,991 18,847 178,345
§ Percent Change -67.6%  -51.8% -929%  -55.6%  -66.0% -44.4%
Note: With Negative Net Worth 26.0% 100.0% 16.1% 3.3% 10.4% 0.0%
Scenario 3
Net Worth 3,930 31,273 (21.,889) (131) 6,601 14,441 157,448
Percent Change -712.9%  -58.9% -104.6% S581%  -73.9% -50.9%
Note: With Negative Net Worth 29.4% 100.0% 16.1% 4.4% 22.7% 3.7%

Source: Survey of Consumer Finance and authors’ calculations.
Note: All values in 2004 dollars.
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All Respondents Age 35-44
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Mean By Quintile of Net Worth

Median Mean  Bottom Second Middle Fourth Top
1988 Income 55,036 74,794 26,454 49,925 63,726 81,453 152,631
o« Has Defined Benefit Pension 47.8% 30.0% 35.6% 64.3% 57.8% 51.3%
g Owns Primary Residence 65.4% 7.4% 45.9% 91.6%  92.0% 90.5%
Net Worth 83,068 215,493  (3,097) 28,607 84,211 178,558 790,634
Note: With Negative Net Worth 8.5% 42.7% 0.0% 0.0% 0.0% 0.0%
1991 Income 47,272 62,719 25,863 40,992 49,856 66,751 130,418
« Has Defined Benefit Pension 39.2% 17.9% 37.7% 46.0%  49.9% 44.5%
% Owns Primary Residence 64.5% 8.3% 50.5% 81.7%  90.6% 91.8%
Net Worth 61,043 177,248  (3,668) 19,040 62,249 136,152 674,487
Note: With Negative Net Worth 6.7% 33.7% 0.0% 0.0% 0.0% 0.0%
1994 Income 49,171 61,578 24,142 40,527 56,307 67,199 119,822
w, Has Defined Benefit Pension 32.1% 19.5% 24.4% 38.7%  45.6% 32.3%
% Owns Primary Residence 63.9% 9.1% 44.0% 833%  92.4% 90.7%
Net Worth 65,521 179,371  (2,283) 20,973 66,751 134,115 677,804
Note: With Negative Net Worth 8.0% 40.1% 0.0% 0.0% 0.0% 0.0%
1997 Income 50,550 72,118 25,829 41,535 57,029 75,552 161,051
« Has Defined Benefit Pension 28.2% 18.3% 26.4% 29.8% 35.0% 31.3%
% Owns Primary Residence 65.8% 13.1% 48.6% 793%  92.1% 95.9%
Net Worth 77,902 240,022 (2,451) 22,464 77,079 180,554 925,921
Note: With Negative Net Worth 7.6% 37.9% 0.0% 0.0% 0.0% 0.0%
2000 Income 55,828 84,294 27,677 44,700 65,896 79,953 203,449
. Has Defined Benefit Pension 26.7% 13.8% 17.7% 32.5% 38.3% 31.1%
§ Owns Primary Residence 66.4% 11.7% 50.5% 85.2%  90.0% 94.8%
Net Worth 90,626 291,752  (4,049) 27,312 89,670 211,842 1,135,106
Note: With Negative Net Worth 6.3% 31.5% 0.0% 0.0% 0.0% 0.0%
2003 Income 51,344 76,610 28,670 39,303 57,799 78,722 178,771
« Has Defined Benefit Pension 22.8% 9.3% 18.5% 259%  28.0% 32.4%
§ Owns Primary Residence 67.0% 10.3% 51.5% 872%  94.4% 92.3%
Net Worth 72,451 314,149  (4,688) 22,526 77,051 197,063 1,279,517
Note: With Negative Net Worth 7.7% 38.5% 0.0% 0.0% 0.0% 0.0%
Scenario 1
Net Worth 37,891 167,414  (8,239) 8,205 39,380 97,719 700,591
Percent Change -47.7% -46.7% -63.6% -48.9%  -50.4% -45.2%
Note: With Negative Net Worth 12.4% 47.7% 14.1% 0.0% 0.0% 0.0%
. Scenario 2
§ Net Worth 31,292 152,742 (9,498) 3,900 30,926 82,141 656,785
§ Percent Change -56.8%  -51.4% -82.7% -59.9%  -58.3% -48.7%
Note: With Negative Net Worth 15.9% 47.7% 25.3% 5.7% 0.9% 0.0%
Scenario 3
Net Worth 21,693 138,071 (10,757) (405) 22,471 66,564 612,980
Percent Change -70.1% -56.0% -101.8% -70.8%  -66.2% -52.1%
Note: With Negative Net Worth 19.7% 47.7% 32.5% 15.9% 2.3% 0.0%

Source: Survey of Consumer Finance and authors’ calculations.
Note: All values in 2004 dollars.
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All Respondents Age 45-54
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Mean By Quintile of Net Worth

Median Mean Bottom Second Middle Fourth Top
1988 Income 56,565 90,603 25,939 45457 61,069 78,294 242,609
o Has Defined Benefit Pension 55.0% 34.0%  52.7% 69.2% 60.3% 59.1%
g Owns Primary Residence 75.2% 132% 764%  953%  97.3% 94.0%
Net Worth 143,065 400,945 3,709 53,580 143,048 286,493 1,519,921
Note: With Negative Net Worth 2.9% 14.3% 0.0% 0.0% 0.0% 0.0%
1991 Income 56,726 77,088 29,269 47,903 59,745 77,476 171,413
« Has Defined Benefit Pension 51.7% 26.5%  52.4% 59.5% 63.8% 56.8%
% Owns Primary Residence 75.7% 245%  78.4% 873%  93.4% 95.4%
Net Worth 112,126 366,588 4,724 46,762 114,646 241,859 1,426,951
Note: With Negative Net Worth 3.7% 18.2% 0.0% 0.0% 0.0% 0.0%
1994 Income 50,432 83,245 27,135 45,866 62,237 82,466 198,755
w, Has Defined Benefit Pension 45.2% 289%  46.1% 51.3% 53.0% 46.5%
% Owns Primary Residence 75.2% 192%  79.8% 89.2%  94.5% 93.2%
Net Worth 122,229 372,927 5,782 54,532 123,497 243,851 1,438,427
Note: With Negative Net Worth 3.1% 15.7% 0.0% 0.0% 0.0% 0.0%
1997 Income 59,954 81,828 25,173 48,607 62,363 88,429 184,679
o Has Defined Benefit Pension 38.1% 29.6%  33.0% 39.4% 47.4% 40.9%
% Owns Primary Residence 73.4% 13.4%  79.4% 89.1%  92.0% 93.3%
Net Worth 126,822 420,014 (4,295) 53,224 129,952 294,591 1,627,415
Note: With Negative Net Worth 5.4% 26.9% 0.0% 0.0% 0.0% 0.0%
2000 Income 60,206 106,302 26,350 48,910 69,779 96,873 289,946
—  Has Defined Benefit Pension 38.4% 22.7%  35.2% 46.5% 46.9% 40.7%
§ Owns Primary Residence 75.4% 164%  74.0%  95.6%  94.5% 96.6%
Net Worth 149,559 537,883 3,640 52,410 152,795 344,303 2,138,872
Note: With Negative Net Worth 4.3% 21.6% 0.0% 0.0% 0.0% 0.0%
2003 Income 62,639 97,224 29,354 50,201 66,684 88,725 251,452
<« Has Defined Benefit Pension 35.0% 25.6% 356%  40.0%  44.7% 29.1%
§ Owns Primary Residence 76.4% 191% 777%  93.5%  94.9% 96.9%
Net Worth 150,520 555,003 3,061 57,153 153,967 357,487 2,206,378
Note: With Negative Net Worth 4.2% 21.0% 0.0% 0.0% 0.0% 0.0%
Scenario 1
Net Worth 113,268 407,468 (782) 35,442 113,577 275,645 1,615,026
Percent Change 247%  -26.6% -125.6% -38.0% -262% -22.9% -26.8%
Note: With Negative Net Worth 6.5% 32.2% 0.3% 0.0% 0.0% 0.0%
. Scenario 2
? Net Worth 98,400 383,219 (1,643) 29,060 97,561 250,160 1,542,451
§ Percent Change -34.6% -31.0% -153.7% -492%  -36.6% -30.0% -30.1%
Note: With Negative Net Worth 8.1% 35.0% 5.3% 0.2% 0.0% 0.0%
Scenario 3
Net Worth 81,931 358,970 (2,503) 22,678 81,544 224,675 1,469,876
Percent Change -45.6% -353% -181.8% -60.3% -47.0% -37.2% -33.4%
Note: With Negative Net Worth 10.0% 351% 11.1% 3.6% 0.2% 0.0%

Source: Survey of Consumer Finance and authors’ calculations.

Note: All values in 2004 dollars.
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All Respondents Age 55-64
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Mean By Quintile of Net Worth

Median Mean Bottom  Second Middle Fourth Top
1988 Income 41,277 72,699 13,946 33,657 44,081 66,998 205,066
o« Has Defined Benefit Pension 54.2% 30.0% 59.6% 59.6% 69.0% 52.8%
g Owns Primary Residence 79.6% 22.1% 84.7% 99.7% 93.4% 98.7%
Net Worth 144,457 464,225 5,210 64,634 145,284 290,276 1,817,709
Note: With Negative Net Worth 2.7% 13.6% 0.0% 0.0% 0.0% 0.0%
1991 Income 43,220 69,692 16,255 30,633 53,462 71,827 176,385
« Has Defined Benefit Pension 52.6% 27.5% 53.1% 65.3% 68.5% 48.7%
% Owns Primary Residence 77.2% 28.5% 79.9% 82.5% 97.9% 97.3%
Net Worth 167,583 484,187 5957 71,532 166,978 320,687 1,856,644
Note: With Negative Net Worth 3.0% 15.1% 0.0% 0.0% 0.0% 0.0%
1994 Income 44,128 71,081 22,703 40,590 50,533 64,428 177,482
w, Has Defined Benefit Pension 53.4% 18.2% 62.1% 58.8% 64.8% 63.3%
% Owns Primary Residence 80.9% 33.9% 88.3% 91.8% 98.5% 92.2%
Net Worth 159,895 499,473 7,071 68,243 157,155 305,417 1,963,392
Note: With Negative Net Worth 3.2% 15.7% 0.0% 0.0% 0.0% 0.0%
1997 Income 47,023 86,982 23,439 41,052 52,743 67,501 250,662
« Has Defined Benefit Pension 47.3% 36.8% 44.3% 56.4% 54.1% 44.8%
% Owns Primary Residence 79.6% 21.2% 90.0% 94.0% 94.2% 98.8%
Net Worth 171,627 643,033 7,771 74,106 171,134 349,569 2,618,415
Note: With Negative Net Worth 2.4% 12.2% 0.0% 0.0% 0.0% 0.0%
2000 Income 49,260 100,606 26,104 34,407 54,119 81,380 307,501
. Has Defined Benefit Pension 49.6% 31.8% 41.0% 63.0% 62.3% 49.6%
§ Owns Primary Residence 82.0% 32.6% 82.7% 96.7% 98.9% 99.4%
Net Worth 208,035 831,107 10,899 77,928 202,043 449,647 3,420,919
Note: With Negative Net Worth 1.9% 9.6% 0.0% 0.0% 0.0% 0.0%
2003 Income 59,559 103,814 24,529 48,484 73,262 94,342 279,242
« Has Defined Benefit Pension 43.8% 22.1% 46.7% 49.5% 54.0% 46.6%
§ Owns Primary Residence 78.3% 21.1% 77.4% 95.1% 99.8% 98.3%
Net Worth 275,360 867,170 7,229 105,360 285,200 631,645 3,317,434
Note: With Negative Net Worth 3.6% 17.9% 0.0% 0.0% 0.0% 0.0%
Scenario 1
Net Worth 172,783 692,768 4,080 65,313 182,754 459,468 2,755,844
Percent Change -373%  -20.1% -43.6%  -38.0% -359% -27.3% -16.9%
Note: With Negative Net Worth 5.2% 25.1% 0.8% 0.0% 0.0% 0.0%
. Scenario 2
;‘ Net Worth 154,373 662,788 1,782 56,639 164,975 430,485 2,663,562
§ Percent Change -43.9%  -23.6% -7153%  -462%  -422%  -31.8% -19.7%
Note: With Negative Net Worth 7.1% 33.7% 1.7% 0.0% 0.0% 0.0%
Scenario 3
Net Worth 138,657 632,808 (515) 47,965 147,196 401,502 2,571,280
Percent Change -49.6% -27.0%  -107.1%  -545% -48.4% -36.4% -22.5%
Note: With Negative Net Worth 8.2% 37.7% 3.4% 0.0% 0.0% 0.0%

Source: Survey of Consumer Finance and authors’ calculations.

Note: All values in 2004 dollars.



Appendix Table 5
All Respondents Age 65-75
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Mean By Quintile of Net Worth

Median Mean Bottom Second Middle Fourth Top
1988 Income 22,932 52,146 13,563 23,410 26,072 37,086 161,084
o Has Defined Benefit Pension 56.3% 379%  48.1% 57.3% 71.1% 67.4%
g Owns Primary Residence 758%  13.0% 81.7%  929%  98.4% 93.7%
Net Worth 112,693 425,243 3,854 47,277 115,803 251,137 1,713,674
Note: With Negative Net Worth 2.9% 14.2% 0.0% 0.0% 0.0% 0.0%
1991 Income 24,311 38,574 13,019 19,159 27,768 36,449 96,765
« Has Defined Benefit Pension 55.1%  293%  50.3% 62.7% 71.7% 61.8%
% Owns Primary Residence 789%  205% 87.7%  94.0%  96.0% 96.5%
Net Worth 134,657 379,935 8,074 60,100 132,089 258,210 1,445,027
Note: With Negative Net Worth 1.2% 6.1% 0.0% 0.0% 0.0% 0.0%
1994 Income 23,955 47,442 14,102 25,195 23,270 43,092 132,147
w, Has Defined Benefit Pension 48.1%  28.7%  46.2% 40.1% 69.1% 56.7%
% Owns Primary Residence T777%  13.0% 873%  942%  96.4% 97.9%
Net Worth 139,215 439,322 5,716 60,753 141,311 279,194 1,717,827
Note: With Negative Net Worth 1.9% 9.3% 0.0% 0.0% 0.0% 0.0%
1997 Income 28,214 55,074 15,808 30,889 34,440 46,590 147,736
« Has Defined Benefit Pension 50.1% 24.8%  47.8% 53.0% 63.9% 60.8%
% Owns Primary Residence 80.4%  23.6% 92.5%  93.6%  96.7% 95.7%
Net Worth 171,963 547,127 11,211 87,791 175,791 335,861 2,126,594
Note: With Negative Net Worth 1.4% 7.2% 0.0% 0.0% 0.0% 0.0%
2000 Income 32,840 65,079 18,200 29,494 45,604 58,027 174,195
. Has Defined Benefit Pension 499%  294%  48.2% 50.2% 61.8% 59.8%
§ Owns Primary Residence 812%  345%  92.5% 88.9%  96.3% 93.8%
Net Worth 209,952 748,569 16,284 96,415 223,456 474,108 2,934,153
Note: With Negative Net Worth 1.7% 8.3% 0.0% 0.0% 0.0% 0.0%
2003 Income 36,968 62,895 19,316 29911 44,012 56,777 164,638
« Has Defined Benefit Pension 52.5%  309% 47.1% 65.2% 60.8% 58.6%
§ Owns Primary Residence 80.0% 157% 91.1%  96.5%  99.0% 98.4%
Net Worth 213,730 748,097 6,403 83,708 222,997 501,957 2,927,307
Note: With Negative Net Worth 2.7% 13.5% 0.0% 0.0% 0.0% 0.0%
Scenario 1
Net Worth 223,133 840,452 3,494 84,483 240,734 583,713 3,295,045
Percent Change 4.4% 123%  -45.4% 0.9% 8.0% 16.3% 12.6%
Note: With Negative Net Worth 38%  18.8% 0.0% 0.0% 0.0% 0.0%
_ Scenario 2
;‘ Net Worth 210,740 807,853 3,052 76,313 224,159 551,320 3,189,437
§ Percent Change -1.4% 8.0% -52.3% -8.8% 0.5% 9.8% 9.0%
Note: With Negative Net Worth 42%  19.5% 1.4% 0.0% 0.0% 0.0%
Scenario 3
Net Worth 194,603 775,255 2,611 68,143 207,584 518,928 3,083,828
Percent Change -8.9% 36% -592% -18.6% -6.9% 3.4% 5.3%
Note: With Negative Net Worth 48%  20.0% 4.1% 0.0% 0.0% 0.0%

Source: Survey of Consumer Finance and authors’ calculations.
Note: All values in 2004 dollars.
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Appendix Table 6
All Respondents Age 75+
Mean By Quintile of Net Worth
Median Mean Bottom Second Middle Fourth Top
1988 Income 19,874 39,263 11,295 16,648 21,363 31,631 118,169
o« Has Defined Benefit Pension 445%  26.6% 42.3% 55.1% 53.0% 45.9%
g Owns Primary Residence 68.5%  12.6% 65.7% 82.8% 90.3% 93.6%
Net Worth 105,686 347,754 3,682 43,923 106,749 234,688 1,385,274
Note: With Negative Net Worth 1.3% 6.1% 0.0% 0.0% 0.0% 0.0%
1991 Income 18,909 31,128 11,517 16,307 22,159 30,438 75,461
« Has Defined Benefit Pension 41.3%  25.7% 28.4% 39.9% 55.7% 56.8%
% Owns Primary Residence 76.3%  20.9% 83.4% 90.7% 93.0% 94.1%
Net Worth 114,629 278,701 6,428 57,256 119,061 227,764 986,566
Note: With Negative Net Worth 0.9% 4.7% 0.0% 0.0% 0.0% 0.0%
1994 Income 20,173 34,342 13,907 15,711 20,979 34,057 87,188
w, Has Defined Benefit Pension 445%  36.3% 27.0% 46.1% 50.7% 62.5%
% Owns Primary Residence 70.9%  14.2% 73.0% 88.7% 90.2% 89.0%
Net Worth 120,875 340,616 6,883 59,891 126,631 236,406 1,275,177
Note: With Negative Net Worth 25%  12.5% 0.0% 0.0% 0.0% 0.0%
1997 Income 19985 34,592 11,966 16,210 26,033 42,384 76,920
o Has Defined Benefit Pension 43.6%  26.3% 35.8% 46.7% 55.1% 54.0%
% Owns Primary Residence 759%  21.9% 81.0% 91.5% 93.1% 92.2%
Net Worth 148,500 371,722 8,638 75,400 150,094 275,312 1,362,898
Note: With Negative Net Worth 1.5% 7.6% 0.0% 0.0% 0.0% 0.0%
2000 Income 24,082 38,962 13,558 19,266 23,143 37,528 101,723
—  Has Defined Benefit Pension 48.7%  31.4% 49.9% 50.4% 61.2% 50.5%
§ Owns Primary Residence 74.8%  10.9% 78.2% 91.5% 95.9% 97.8%
Net Worth 166,503 505,507 7,726 75,073 174,470 366,290 1,912,341
Note: With Negative Net Worth 2.0% 10.0% 0.0% 0.0% 0.0% 0.0%
2003 Income 24,645 42,060 14,235 20,828 28,504 37,491 109,630
<« Has Defined Benefit Pension 56.7%  45.7% 46.6% 64.1% 67.2% 59.9%
§ Owns Primary Residence 83.9%  40.3% 91.2% 91.1% 98.6% 98.6%
Net Worth 167,700 528,465 11,280 93,306 174,256 382,627 1,988,880
Note: With Negative Net Worth 1.9% 9.2% 0.0% 0.0% 0.0% 0.0%
Scenario 1
Net Worth 165,872 598,609 9,733 85,268 176,113 393,205 2,334,893
Percent Change -1.1% 133% -13.7% -8.6% 1.1% 2.8% 17.4%
Note: With Negative Net Worth 2.0% 9.8% 0.0% 0.0% 0.0% 0.0%
. Scenario 2
? Net Worth 155,275 574,420 8,182 77,628 163,554 371,514 2,257,163
§ Percent Change -7.4% 87% -27.5% -16.8% -6.1% -2.9% 13.5%
Note: With Negative Net Worth 2.0% 9.8% 0.0% 0.0% 0.0% 0.0%
Scenario 3
Net Worth 142,642 550,230 6,630 69,987 150,995 349,822 2,179,433
Percent Change -14.9% 41% -41.2% -250% -13.3% -8.6% 9.6%
Note: With Negative Net Worth 2.0% 9.8% 0.0% 0.0% 0.1% 0.0%

Source: Survey of Consumer Finance and authors’ calculations.
Note: All values in 2004 dollars.



