Changes in Family Finances from 1989 to 1992:
Evidence from the Survey of Consumer Finances

Arthur B. Kennickell and Martha Starr-McCluer of of recession, the proportion of families headed by
the Board’'s Division of Research and Statisticspersons in blue-collar jobs declined as the propor-
prepared this article. Todd W. King provided tion headed by persons who were not working rose.
research assistance. Concurrently, interest rates on three-month certifi-
cates of deposit fell from 7.7 percent to 3.1 percent
Using newly available data from the 1992 Surveywhile rates on long-term, fixed-rate mortgages de-
of Consumer Finances along with previously avail-clined less sharply, from 9.8 percent to 8.0 percent.
able data from the 1989 survey, this article Pro-At the same time, the Standard and Poor’'s 500
vides detailed evidence of the way family income index of stock prices rose at an annualized rate of
and net worth changed over the three-year periodz. 1 percent, and real home prices leveled off or, in
Although the processing of the 1992 data is not yelsome areas, even declined. On average, consumer
complete, the preliminary findings indicate someprices rose 4.2 percent per year over this period.
noteworthy changes in the income and net worth of - Several longer-term trends also affected family
families. finances. The number and types of mutual funds
First, in a development that paralleled declines ingvailable to consumers continued to grow as the
interest rates over the period, families tended tocost of information processing declined. Continued
shift their asset portfolios away from traditional easing of restrictions on interstate banking, the
deposits and toward mutual funds. Second, amjecline of the savings and loan industry, and the
important increase occurred in ownership of tax-increase in the local presence of national mortgage
deferred retirement accounts as well as in thgenders changed the types of institutions that
median size of such accounts. Third, despite gamilies faced when obtaining loans. As the tax
decline in real family income over the period, the advantages of individual retirement accounts
median ratio of debt payments to family income weakened, employers—responding to a variety of
remained steady, largely because declining interegghanges in legislation governing pensions—
rates tended to lower payments. Finally, incomeincreasingly offered tax-deferred savings plans as
and net worth for nonwhite and Hispanic families g way for workers to accumulate savings for
grew substantially relative to the comparatively retirement.
low levels at which they started the period. A long-running demographic trend is the aging
To a large extent, the findings from the surveyof the large post-World War 1l cohort. In the
reflect recent macroeconomic events and othethree-year period covered by this article, the pro-
longer-term trends. In terms of macroeconomicportion of families headed by persons between
changes, the period from 1989 to 1992 spanned a5 and 54 years of age, a group largely composed
recession and an evolving expansion. In 1989, thef this “baby boom” generation, rose from
U.S. economy was at the end of a long expansionj4.4 percent to 16.2 percent. A smaller increase

with a civilian unemployment rate of 5.4 percent; also occurred in the fraction of families headed by
by 1992, the economy had started its recovery frompersons aged 65 and more.
the 1990-91 recession, but the unemployment rate

stood at 7.5 percentPartially reflecting the effects THE SURVEY OFCONSUMERFINANCES

1. The quarters selected for the aggregate figures were the fourt . .
quarter of 1989 and the third quarter of 1992 because these quarte:;]‘;he Survey of Consumer Finances (SCF) IS In-

contained the midpoints of the survey field periods. tended to provide detailed information on the
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assets, liabilities, and demographic characteristicGAMILY INCOME

of U.S. families? In its current form, the SCF has

been conducted every three years since 1983. Therom an examination of patterns across demo-
information reported in this article derives from the graphic groups, two trends are apparent. Both the
1989 and 1992 survey data. Analyses and descript989 and the 1992 data show a tendency for
tions of the earlier surveys have been published irincome to rise with education (table 1). The sur-
previous issues of theederal Reserve Bulletih. veys also show that family income initially rises

The sample design for the SCF is complex. Somewith age and then declines after middle age.
assets, such as business assets and corporate stockfespondents reported their before-tax family
are held in large part by a disproportionately smallincome for the year preceding the survey. In real
number of families. To provide a sufficient number terms, the mean of this measure of family income
of cases for the analysis of such variables, thedeclined about $1,300 between 1989 and 1992,
survey oversamples wealthy families and useswhile the median fell about $1,5GMata from the
weights to maintain the correct proportion of suchCurrent Population Survey of the Bureau of the
families in the overall population. Because of the Census also show a decline in real median income
complexity of the sample, computing standard er-over this period. Much of this change is likely due
rors for the figures reported here is not possible ato cyclical factors. However, the trend growth rate
the current stage of data processing. However, thé real median income was also low: an average of
data have been carefully inspected for outliers andess than 1 percent per year over the ten years
overly influential cases. Based on this informationbefore 1992.
and on sampling error calculations from earlier
surveys, the presentation in this article concentrates
on results that are likely to be sustained by morechanges in Income
formal significance tests. (See the appendix for gy pemographic Categories
technical description of the survey.)

_Th_e Survey Research Center at the University ojyhen disaggregated by various demographic
Michigan collected the data for the 1989 SCF, cateqories, the income data reveal large changes
which was sponsored by the Federal Reserve i, some groups. Median income fell sharply for
cooperation with the Department of the Tr_easury,the group with heads between the ages of 35 and
the Department of Health and Human Services, thei4 ang those 75 and older, but rose for all other
Nanqn_al In_stltute on Aging, the Small Bgsmess age groups. The decline for the 35-to-44 group
Administration, the General Accounting Office, the appears to reflect a disproportionate rise in
Comptroller of the Currency, and the Congres-ynemployment among such families. The fall in
smngl Joint Committee on Taxatlon: Thg Nat'ona_"median income for the 75-and-over group is
Opinion Research Center at the University of Chi-jiely a result of declining interest income from

cago collected the data for the 1992 survey, whichi,estments. The classification by the family head's
was sponsored by the Federal Reserve in coopergsye| of formal education shows either a decline
tion with the Department of the Treasury. or no change in mean income for all groups

and a rise in median income only for those with
- a college degree. Nonwhites and Hispanics
2. The term “family” as it is used in this article is close to the experienced growth in both mean and median

l_J.S. Es‘_ureau of the Censys definition of “hogseho!d."_Both defini- income, reﬂecting an increase in both the pro-
tions include both married couples and single individuals. The

appendix to this article discusses the technical definition of family POrtion of these families with an employed head
used here.

3. For a discussion of the results from the last SCF, see Arthur
Kennickell and Janice Shack-Marquez, “Changes in Family
Finances from 1983 to 1989: Evidence from the Survey of Con-——
sumer Finances,Federal Reserve Bulletivpl. 78 (January 1992), 4. All dollar figures have been adjusted to 1992 dollars using the
pp. 1-18. consumer price index (CPI) for all urban consumers.
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and the proportion with heads in professional andrefer to the year prior to the survey date. This

managerial occupatiorss. convention helps explain the otherwise puzzling
By work status, median income rose substan+ise in the mean and median of prior-year income

tially for families headed by persons who were for other families with heads who were not work-

employed in a service occupation or self-employeding, because this group includes some highly paid

Median income fell for families headed by skilled workers who lost their jobs because of the reces-

blue-collar workers, a development due largely tosion or restructuring.

the recession, and for families headed by retired

persons. As mentioned earlier, the income dat&f:amily Saving

5. As described in the appendix, the race—ethnicity variable used . . . .
here differs from that used in Kennickell and Shack-Marquez, AN Important determinant of changes in family

“Changes in Family Finances from 1983 to 1989." wealth is saving out of current income. If families’

1. Before-tax family income for previous year, by selected characteristics of families, 1989 and 1992, and percentage of
families who saved in 1992
Thousands of 1992 dollars except as noted

1989 1992
cha':rg?tgistic Percentage Percoefntage Percentage
Mean Median of Mean Median families of
families who saved families

All families ................. . 46.2 29.4 100 44.9 27.9 57.3 100
Age of head (years)
Lessthan 35................ ! 32.8 24.0 27.2 33.8 25.3 59.5 25.9
3544 . 57.3 42.9 23.4 52.3 36.3 56.9 22.7
A5-54 . .. .. . 71.7 42.4 14.4 62.1 43.1 58.7 16.2
5564 ... i . 48.8 29.8 13.9 55.2 32.1 60.3 13.1
65—74.. . ... . 35.7 17.9 12.0 34.6 18.3 55.4 12.7
75andmore................ s 26.4 155 9.0 27.3 13.5 47.8 9.4
Education of head
O0-8grade................... X 19.7 13.1 12.9 17.1 10.9 335 9.4
9-12grade.................. . 24.6 17.9 114 20.9 154 43.7 10.7
High school diploma......... 33.6 25.3 32.1 32.9 24.8 56.7 29.6
Somecollege ............... . 46.6 33.4 15.1 39.6 28.8 59.5 17.7
College degree.............. 80.6 47.7 28.5 74.4 48.3 67.9 32.6
Race or ethnicity of head
White non-Hispanic . . 52.7 34.6 75.1 49.3 31.1 61.1 77.9
Nonwhite or Hispanic 26.4 16.7 24.9 29.3 18.6 44.0 221
Current work status of head
Professional, managerial. . ... 71.0 51.5 16.9 71.3 51.5 70.0 17.2
Technical, sales, clerical..... 40.4 32.6 134 40.8 32.6 64.7 14.8
Precision production ......... 47.1 44.1 9.6 39.7 32.6 64.6 7.0
Operators and laborers. ... ... 32.8 28.6 10.6 32.0 26.9 56.6 9.8
Service occupations......... 23.9 17.9 6.6 28.7 19.6 515 6.2
Self-employed. .............. 102.9 44.6 11.2 88.8 50.7 58.8 11.6
Retired................ocol . 26.3 16.1 25.0 26.5 14.5 479 25.7
Other not working........... 16.2 8.3 6.7 23.1 12.1 42.7 7.8
Current industry of head
Manufacturing, mining,

construction ............ 52.2 411 20.5 53.0 40.3 62.5 18.4
Infrastructure, wholesale

trade, FIRE ............ 719 46.5 12.4 64.5 40.3 63.8 11.4
Retail trade, services,

agriculture.............. 53.4 33.2 35.4 52.2 33.6 62.3 36.7
Not working................. . 24.2 14.0 31.7 25.7 13.8 46.7 33.5
Housing status
OWNET . veieiiiieinened . 58.2 38.1 63.8 54.8 36.8 63.3 63.8
Renter or other.............. 25.0 16.3 36.2 27.3 17.6 46.6 36.2

1. Infrastructure covers the transportation, communications, and utilities industries. FIRE covers the finance, insurance, and real estate industries.
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consumption is less than their income, they add tdion of net worth, which is defined as total assets
their assets or pay down their debts; and if theirless total debts (table 3)Mean and median net
consumption exceeds income, they decrease theworth increase strongly with income and formal
net worth, either by drawing down existing assetseducation. And like income, net worth rises with
or by borrowing. In the 1992 SCF, respondentsthe age group of the head, peaking in late middle
were asked whether over the previous year theyage and then declining. Between 1989 and 1992,
had spent more than their current income, about aseal mean family net worth rose 11.7 percent,
much, or less. From this self-description, one canwhereas the median remained about the same
roughly distinguish families who were saving from (around $52,0009.
those who were dissaving or borrowifigOnly When disaggregated over demographic catego-
about 57 percent of families reported that they hadies, the distribution of net worth can be surpris-
saved, according to this definition (table 1). Theingly variable, even over a three-year period. The
proportion who had saved rises steadily with most notable of such variations in this period is the
income and education and tends to decline afterise in the mean and median net worth of non-
age 65. The proportion of families who had savedwhites and Hispanics. The median for this group
was also relatively high among non-Hispanic rose from $6,200 in 1989 to $11,900 in 1992. Over
whites and families with heads employed in profes-the same period, the net worth of other families
sional, technical, or skilled blue-collar occupations.declined from $77,100 to $72,200These changes
Families reported many reasons for saving. Theparallel the income changes observed for these
most frequently reported reason was to increasgroups, but the changes in net worth were larger. In
their liquidity, a general category that included both 1989 and 1992, the distribution of net worth
many responses, the most specific of which werdor nonwhites and Hispanics appears to be approxi-
“saving for reserves against unemployment” and mately bimodal, that is, the distribution shows con-
“saving in case of illness” (table 2)In both 1989 centrations of families around two different levels
and 1992, more than 41 percent reported that
liquidity-related concerns were an important moti-
vation fOI’ saving. At the ?ame time, the proportion 8. The measure of assets used here excludes families’ future
of families reporting retirement as a reason forpenefits under defined-benefit pension plans, defined-contribution
saving rose nearly 3 percentage points to 26.6 petplans from which neither withdrawals nor loans can be made, and
cent in .1992' Much of this !r]creag,e re.SUIted fromfUtg.reDseggl?rlosrﬁct?\relt)]l.ggggrﬁiQQl Survey of Income and Program
growth in the share of families with middle-aged participation (SIPP) of the U.S. Bureau of the Census show a
heads. The proportion of families citing educa- 12 percent decrease in real median net worth over that period.
tional expenses as an important reason for savin% 10. Published figures from the SIPP do not allow us to construct

. . .the same race—ethnicity categories as those in the SCF. However,
also rose, again reflecting the larger share of famiyata from the 1988 and 1991 SIPP show no significant change in

lies with middle-aged heads. median net worth for blacks and a significant decline for whites.

NET WORTH 2. Proportion of families citing selected reasons as most
) o important for saving, 1989 and 1992
As with family income, some clear patterns across  percent

demographic groups are apparent in the distribu

Reason 1989 1992
_— Education...................... . 114 14.3
6. This information is available only in the 1992 SCF. The Egr itgecf)ivmn”go'rﬁé -------------- . g-g é'é
underlying questions allow us to take into account the purchase of Pu?ch%ses .................................. 13.0 102
durables, which we treat as a type of saving. For a more detailed Retirement..................... . 23.8 26.6
analysis of the saving data, see Arthur B. Kennickell, “Saving and  Liquidity ....................... . 414 42.0
Permanent Income,” Working Paper (Board of Governors of the gt‘;]eesr":ggghg """"""""" g g'g 10';)4
Federal Reserve System, Division of Research and Statistics, 1994). — — = """~ """ i : :

7. Families were asked to report their reasons for saving even if Note. Figures sum to more than 100 percent because some families cited
they were not currently saving. more than one reason as most important.
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of net worth. One group of these families had netdeclined from $90,400 in 1989 to $87,000 in 1992.
worth near zero, while another had net worth con-At the same time, the proportion of nonwhite and
centrated around a higher level. For non-HispanidHispanic families with less than $500 of net worth
whites, the distribution appears to have only onefell from 32.4 percent in 1989 to 25.3 percent in
concentration around a positive level of net worth.1992, and the proportion of non-Hispanic whites
Indeed, if confined to families with $500 or more with net worth of less than $500 held steady at
of net worth, the analysis shows that the median neabout 8 percent. Thus, the rise in the overall net
worth of nonwhites and Hispanics remained fairly worth of nonwhites and Hispanics may be attrib-
steady, at $30,400 in 1989 and $31,800 in 1992uted largely to a movement of families out of the
while the median net worth of other families low-wealth group.

3. Family net worth, by selected characteristics of families, 1989 and 1992
Thousands of 1992 dollars except as noted

1989 1992
Family
isti Percentage Percentage
characteristic Mean Median of Mean Median of
families families

All families ..................... . 197.2 51.5 100 220.3 52.2 100
Income (1992 dollars)
Less than 10,000................ L 24.4 1.7 16.9 44.3 3.9 17.6
10,000-24,999.............oeen . 775 26.0 26.1 73.0 234 28.0
25,000-49,999.................. X 118.9 58.7 30.5 144.3 58.3 27.8
50,000-99,999.................. X 225.3 127.4 19.6 283.8 139.6 19.3
100,000 and more. .............. 1,344.7 450.3 6.9 1,324.2 569.0 7.3
Age of head (years)
Lessthan35.................... . 60.4 8.4 27.2 60.2 10.4 25.9
35-44........ . . 156.0 63.1 234 157.0 46.3 22.7
45-54 .. YR 308.1 103.9 14.4 304.5 97.1 16.2
55-64 .. . 304.5 100.6 13.9 371.0 133.3 13.1
65-74...... . 306.4 80.5 12.0 369.8 103.6 12.7
75 and more. . 228.4 75.8 9.0 257.6 87.0 9.4
Education of head
O-8grade............covvuinnnn, . 75.2 25.2 12.9 75.2 21.1 9.4
9-12grade..........coviiiiinnns . 93.6 27.4 114 96.7 21.2 10.7
High school diploma............. 122.4 39.6 32.1 126.8 40.8 29.6
Some college. ................... . 194.3 51.3 15.1 210.6 55.6 17.7
College degree.................. . 379.5 119.2 28.5 392.9 113.0 32.6
Race or ethnicity of head
White non-Hispanic.............. 237.9 77.1 75.1 256.0 72.2 77.9
Nonwhite or Hispanic............ 74.8 6.2 24.9 95.1 11.9 221
Current work status of head
Professional, managerial. .. ..... 238.8 97.1 16.9 262.7 86.2 17.2
Technical, sales, clerical ........ 90.0 37.3 13.4 125.3 45.4 14.8
Precision production............. 85.8 53.2 9.6 91.6 34.9 7.0
Operators and laborers. ......... 61.2 21.0 10.6 58.0 20.3 9.8
Service occupations. ............ 48.5 8.5 6.6 55.9 14.7 6.2
Self-employed. .................. X 696.9 182.7 11.2 666.1 196.9 11.6
Retired. ...t . 181.3 70.6 25.0 229.4 71.1 25.7
Other not working............... 56.8 0.7 6.7 64.2 4.0 7.8
Current industry of head
Manufacturing, mining,

construction. ................ . 177.6 56.9 20.5 220.9 57.9 18.4
Infrastructure, wholesale trade,

FIREY ... . 326.3 85.9 12.4 326.6 60.9 114
Retall trade, services, agriculture | .. 201.4 41.8 35.4 213.8 49.0 36.7
Notworking ..................... . 155.0 47.5 31.7 191.2 47.9 33.5
Housing status
owner .......... 283.7 109.0 63.8 317.1 108.5 63.8
Renter or other. . 45.0 2.2 36.2 49.9 3.7 36.2

1. Infrastructure covers the transportation, communications, and utilities industries. FIRE covers the finance, insurance, and real estate industries.
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Results for other groups were mixed and in4. Distribution of amount of financial assets of all
many instances reflected the macroeconomic events families, by type of asset, 1989 and 1992
during the period. Across age groups, there were e
broad increases in net worth for families headed by Financial 1989
persons aged 55 and above. Median net worth for asset

1992

families with more than $1'00,000 of income rose Eggi?igggeog 3%3335&.’3.’1.’3 18‘71 lg_-g

more than 26 percent, while mean net worth fell Mmutual funds (excluding

slightly for this group, suggesting that a relatively —giga > "o e 9o 195 210

sma_II number of very wealthy families experienced E‘éﬁ?iméh{ac'aauﬁtgi'.'_'_'_'_'_ -------- : gg 2;-_;

declines. Savings bonds................. i 1.6 1.1
Mean and median net worth increased for fami- Sier gt aseam o E F

lies in the lowest income group. This rise appears OMel. oo T 105°

to reflect, in part, a compositional shift in this Memo

group, with the recession temporarily pushing some Financial assets as a
families with a relatively high level of assets down percentage of total assets..|  27.9 323

into the lowest income group. Nearly 39 percent of

families in this group reported having income

below their usual level, a higher proportion thanin holdings of transaction accounts, certificates of
the 22.6 percent rate for families overall. The inclu-deposit, and bonds.

sion of this group with other low-income families

partially accounts for the counterintuitive rise in

median net worth for families headed by personsTransaction Accounts

who were not working.

By definition, net worth may vary because of an The proportion of families with some type of trans-
increase or decrease in assets or in the level of debaction account—including checking, savings, and
The decisions families make to hold particular money market accounts—rose from 85.1 percent in
assets and liabilities reflect their individual needs1989 to 87.5 percent in 1992, while the median
and risk assessments. Most of the remainder of thisalue of such accounts increased about $100
article discusses families’ portfolio choices. (table 5). Account ownership increased most

notably for families in the lowest income group, in
part reflecting the effects of recession on the com-
ASSETS position of this group. Account ownership also rose
among families headed by persons between 55 and
F64 years of age, nonwhites and Hispanics, and
fenters. Over this period, the proportion of families
ith deposits of more than $100,000 in institutions

Continuing a trend observed since the 1983 SC
an overall rise occurred in the share of financial
assets in families’ asset portfolios between 198 g X
and 1992. There were corresponding declines i overed by deposit insurance—and thus potentially

the shares of primary residences and other non aving some deposits not covered by federal
financial assets. deposit insurance—rose from 3.1 percent to
4.7 percent in 1992%
Although the overwhelming majority of families

_ ) has some type of transaction account, and the share
Financial Assets

The composition of flnar_10|al assets held by fami- 11. A detailed description of the changes in the arrangement of
lies changed substantially between 1989 andamilies’ accounts may be found in Arthur B. Kennickell, Myron L.
1992 (table 4)_ The proportion of financial assetsKwast, and Martha Starr-McCluer, “Reducing Households’

ted f b tual fund ti t Deposit Insurance: Evidence and Analysis of Potential Reforms,”
accounte or by mutual Tunds, retiremen Working Paper (Board of Governors of the Federal Reserve Sys-

accounts, and stocks rose, with offsetting declinesem, Division of Research and Statistics, 1994).



Changes in Family Finances from 1989 to 1992: Evidence from the Survey of Consumer FinaB6&s

appears to be increasing, the proportion of familiesnedian holdings of owners rose substantially. The
without such accounts—12.5 percent in 1992—ischanges for this higher-income group suggest that
still substantial. For the most part, these familiesfamilies with relatively small holdings may have
have low incomes and are nonwhite or Hispanic.moved into other assets, such as mutual funds.
The discussion in the box provides some informa-Median holdings of stocks and bonds also rose for
tion on the reasons some families have no suchhe remaining groups of families with incomes of
accounts. more than $25,000. For families with heads in

Certificates of Deposit and Mutual Funds

Against the backdrop of a sharp decline in interes
rates on deposits, the SCF data show a larg
decrease in the ownership of certificates of

Why Families Do Not Have
Checking Accounts

The proportion of families without any type of transa
tion account fell from 14.9 percent in 1989 to 12.5 pd

deposit—from 19.4 percent of families in 1989 to| cent in 1992, possibly because of banks’ efforts |to
16.6 percent in 1992—along with a strong offset-| improve access to basic banking services. The surjey
ting rise in ownership of mutual funds—from | asked families who had no transaction accoynt
7.1 percent of families in 1989 to 11.2 percent in| why they did not have a checking account. In 1992,
199212 For both assets, these changes were broadly 20.1 percent of these families, up from 15.1 percent
distributed across demographic groups. For fami in 1989, reported that either bank service chargeq or

lies with certificates of deposit, median holdings

minimum balance requirements deterred them from

; : : -1 having a checking account (see table below). For fgm-

L(Z)Slgir?ggh]:[(z, :‘z(riﬁuiﬁgsgi?\akt)rl]ee Ir;;(;roii)sses\/v?[ﬁcwézgs:r ilies with less than $10,000 of income, these reasgns
were cited by 9.2 percent of the group in 1989 apd

betwgen 55 and 74_’ years of _age, groups that alsp 18.2 percent in 1992. Higher-income families wefe

experienced large increases in net worth. In cont more likely to cite these reasons in both years.

trast, the value of mutual fund holdings rose for|  more than 60 percent of families in 1989 and 1992

most groups and fell substantially only for families | with incomes of less than $10,000 reported that tHey

headed by persons aged 75 and over and for non- either did not write enough checks for an account to|oe

white and Hispanic families. worthwhile or that they did not have enough mongy.
An underlying explanation for these responses may|b
that these families were too poor for a transactipn

Stocks and Bonds account to be useful. Inconvenient hours or locatipn
were cited by a negligible fraction of families in both

Overall, ownership of directly held stocks and years.

bonds moved in opposite directions, with increase$

in ownership and median holdings of stocks and Reasons reported by families without any type of
transaction account for not having a checking accoynt,

corresponding declines for bonésFamilies with
incomes of $100,000 or more experienced largd
declines in ownership of both assets, though

Response category 1989 1992
Do not write enough checks
to make it worthwhile. . .. .. 335 28.3
_— Minimum balance is too high. .. 7.7 8.1
12. The mutual fund figures do not include money market| Do not like dealing with banks .|. 14.6 14.8
mutual funds or individual retirement accounts, Keogh accounts, o SeTvice charges are too high. .. 74 120
. - : . No bank has convenient hours
any type of pension plan invested in mutual funds. Further informa-| or location................. 13 )
tion on mutual funds is reported in Phillip R. Mack, “Recent Do not have enough money. ... 24.6 22.0
Trends in the Mutual Fund IndustryFederal Reserve Bulletin, Cannot manage or balance
I. 79 (November 1993) 1001-12 a checking account. . ..... | 4.5 4.4
vol. over - » PP. . OtNET v 6.6 10.1
13. This discussion covers only stocks and bonds that arg Total ..o 100 100

directly held by families outside mutual funds or individual retire-

1989 and 1992

Percent

ment, Keogh, or pension accounts.



868 Federal Reserve BulletinOctober 1994

5. Family holdings of financial assets, by selected characteristics of families and type of asset, 1989 and 1992
A. 1989 Survey of Consumer Finances

: Trans- Retire- : . All
Family action CDs Mutual Stocks Bonds | ment Savings Life Other Other financial
characteristic accounts funds accounts bonds |insurance managed financial assets
Percentage of families holding assets
All families ................ 85.1 19.4 7.1 16.2 5.3 354 23.8 34.7 35 13.4 88.4
Income (1992 dollars)
Less than 10,000.......... 52.4 6.5 * * * 2.6 3.8 12.4 * 8.3 57.6
10,000-24,999... ...| 81.0 20.7 2.9 8.9 1.8 14.9 14.5 24.8 2.7 12.1 86.0
25,000-49,999............. 95.0 20.6 6.9 14.0 5.3 43.7 27.6 39.0 25 14.8 97.7
50,000-99,999. .. ....| 986 23.2 12.3 27.7 6.9 62.5 43.8 51.7 6.2 12.9 99.6
100,000 and more......... 98.9 30.2 25.6 57.4 27.2 79.4 34.0 59.5 10.4 26.2 99.6
Age of head (years)
Lessthan 35............... 79.9 8.5 2.2 10.9 1.6 26.6 254 245 2.6 14.3 84.3
35-44 ... . 86.2 15.8 7.9 16.9 4.1 47.8 32.8 41.3 2.9 14.2 90.3
87.4 21.7 9.2 20.7 5.3 49.8 22.2 39.2 3.2 14.9 90.7
84.8 20.7 9.7 18.6 8.4 42.4 18.9 40.8 3.3 14.3 86.9
89.2 31.2 9.3 17.1 10.8 27.6 18.1 36.9 5.6 1.1 90.9
89.8 40.8 9.8 185 7.7 6.0 12.8 28.5 5.4 7.8 90.8
Race or ethnicity of head
White non-Hispanic. ........ 92.3 24.3 9.2 20.2 6.7 42.0 27.9 39.0 4.3 14.3 94.7
Nonwhite or Hispanic....... 63.7 4.9 1.0 4.4 1.0 15.3 115 21.7 1.1 10.7 69.2
Current work status of head
Professional, managerial. ..., 99.1 21.4 11.5 28.4 8.8 63.0 39.2 45.6 45 17.4 99.2
Technical, sales, clerical....| 93.6 14.1 5.6 16.0 3.0 45.9 30.7 325 4.4 13.2 97.0
Precision production. ....... 90.6 13.1 6.5 14.9 24 48.5 35.7 43.4 2.4 14.2 94.1
Operators and laborers... .. . 77.3 9.7 3.0 7.1 * 28.0 20.1 30.4 3.0 10.6 83.5
Service occupations.. ...... 69.5 11.2 2.1 4.1 * 21.3 12.1 23.3 * 12.7 78.1
Self-employed ............. 96.0 23.3 11.3 22.9 9.2 43.7 23.9 46.4 35 21.5 98.7
Retired .................... . 832 32.0 8.0 15.7 8.0 17.2 14.9 31.0 4.3 9.2 84.8
Other not working.......... 42.1 4.4 1.2 51 * 53 4.1 11.2 9 10.1 49.5
Housing status
owner........coovvvvnnnn. . 944 24.6 9.8 21.8 7.0 46.6 28.9 44.2 4.7 12.9 95.9
Renter or other............. 68.9 10.3 2.3 6.4 2.3 15.6 14.7 17.9 13 14.2 75.2
Median value of holdings for families holding such assets (thousands of 1992 dollars)
All families ................ 2.3 12.6 11.2 7.3 27.9 11.2 .6 34 22.3 2.8 12.0
Income (1992 dollars)
Less than 10,000.......... .6 14.5 * * * 1.7 7 9 * 1.0 1.2
10,000-24,999. .. - 1.1 14.5 11.2 5.6 27.9 4.2 .6 1.7 22.3 1.3 3.8
25,000-49,999............. 2.3 11.2 7.8 4.0 17.9 8.8 .6 2.7 27.9 2.2 11.3
50,000-99,999.... e 4.5 11.2 8.9 5.6 11.2 14.5 7 5.0 22.3 3.9 25.6
100,000 and more........... 19.3 27.9 30.2 221 44.7 50.3 11 8.9 447 22.3 160.9
Age of head (years)
Lessthan 35............... 1.3 4.5 1.3 3.4 7.8 4.5 5 22 179 .8 3.0
35-44 ... . 2.5 7.8 4.5 3.9 13.0 10.1 6 3.6 13.4 2.8 15.5
45-54 ... 29 11.2 11.2 5.6 11.2 14.5 .6 4.5 8.9 4.1 18.2
55-64 ... . 34 15.1 22.3 20.4 39.1 26.8 1.8 5.6 35.7 5.6 23.6
65-74 ... . 3.6 19.5 19.0 31.3 38.0 13.4 1.7 2.2 53.6 11.2 19.1
75and more............... 4.9 30.2 335 19.0 31.3 27.9 34 2.2 35.7 11.2 28.7
Race or ethnicity of head
White non-Hispanic......... 3.0 12.6 11.2 7.8 30.2 115 7 3.4 27.9 34 16.8
Nonwhite or Hispanic....... 1.2 12.3 29.7 2.2 27.9 6.7 4 2.0 8.9 .8 2.2
Current work status of head
Professional, managerial. . . . 45 11.2 11.2 5.6 21.7 16.3 6 4.5 34.6 2.2 235
Technical, sales, clerical. ... 1.7 5.6 2.7 2.7 5.6 7.3 4 2.2 39.1 1.3 7.4
Precision production. ....... 2.1 6.0 4.6 4.5 34 8.7 .6 3.4 3.9 22 122
Operators and laborers..... 11 11.2 3.4 2.9 * 8.9 .6 2.7 6.7 2.2 4.4
Service occupations.......... 1.2 6.7 1.0 3.4 * 3.4 5 .8 * 3 2.2
Self-employed ............. 5.0 16.8 29.7 10.9 39.1 235 .6 5.6 33.5 6.7 18.5
Retired .................... . 34 22.3 22.3 22.7 335 15.6 2.0 2.2 50.3 8.9 18.3
Other not working. ......... 9 2.2 6.6 335 * 2.2 7 11 11.2 7 1.3
Housing status
OWNner.......ooovvvvinnnn. . 34 16.8 14.5 7.8 31.3 13.4 7 34 22.3 5.0 20.1
Renter or other............. 1.2 7.8 2.2 5.6 13.0 4.5 .6 2.1 24.6 1.1 2.6

Note. * Fewer than five observations.
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5.—Continued
B. 1992 Survey of Consumer Finances
; Trans- Retire- ; : All
Family : Mutual Savings | Life Other Other | :
;g action CDs Stocks Bonds | ment : " . | financial
characteristic accounts funds accounts bonds |insurance managed financial assets
Percentage of families holding assets
All families ................ 87.5 16.6 11.2 17.8 4.7 39.3 22.7 35.3 4.3 11.4 90.7
Income (1992 dollars)
Less than 10,000.......... 63.7 111 3.3 4.2 1.0 7.0 6.6 16.3 .9 9.7 70.2
10,000-24,999... ...| 837 15.1 5.7 8.8 1.9 21.6 13.3 26.4 24 10.7 88.1
25,000-49,999............. 95.4 17.1 11.8 18.2 3.7 45.2 27.9 40.9 4.7 115 98.2
50,000-99,999. .. ...l 987 22.2 18.5 31.0 6.9 70.7 39.5 48.1 6.8 12.1 99.3
100,000 and more......... 98.7 19.5 29.9 48.7 22.4 78.6 32.1 60.2 11.6 16.0 98.7
Age of head (years)
Lessthan 35............... 82.5 7.4 5.8 111 1.4 29.7 22.8 26.2 1.9 13.1 86.8
35-44 ... . 86.9 9.0 10.8 20.7 3.1 47.3 29.4 35.6 3.3 12.0 90.9
. 89.2 15.1 10.5 19.2 6.5 52.9 254 40.4 6.0 11.6 93.1
90.7 21.2 16.6 23.0 5.0 53.4 21.4 44.1 6.0 10.8 92.9
89.8 31.7 16.5 19.0 9.2 36.7 14.1 38.6 6.3 11.8 91.7
91.7 36.6 134 18.2 8.3 6.3 145 344 5.6 5.3 92.6
Race or ethnicity of head
White non-Hispanic. ........ 93.1 19.3 13.5 21.3 5.7 44.0 26.1 38.8 5.2 12.3 95.6
Nonwhite or Hispanic....... 67.5 7.3 3.1 5.6 1.2 225 10.4 23.0 1.1 8.4 73.7
Current work status of head
Professional, managerial. ..., 97.9 16.8 18.8 28.8 8.2 65.8 34.7 45.0 8.3 10.6 99.4
Technical, sales, clerical....| 93.6 12.9 10.0 18.4 2.6 50.7 30.9 38.1 2.9 12.8 96.8
Precision production. ....... 88.0 5.6 7.9 15.8 * 50.2 23.9 35.0 25 11.2 90.5
Operators and laborers... .. . 79.5 6.6 5.4 12.0 * 31.0 16.3 31.6 * 8.0 84.8
Service occupations... ...... 78.1 8.7 4.9 7.4 * 26.3 23.1 23.3 3.2 111 85.1
Self-employed ............. 96.2 18.3 16.4 27.7 8.1 48.9 24.0 42.9 3.7 195 97.8
Retired .................... . 86.3 30.1 11.8 15.1 6.4 22.0 15.3 33.6 5.8 7.6 88.6
Other not working.......... 60.5 5.2 2.2 4.2 1.0 12.7 9.3 17.6 .8 15.6 68.3
Housing status
Oowner........coovvvevnnnn. . 942 21.6 14.9 23.7 6.6 49.1 28.0 43.6 5.8 10.3 96.0
Renter or other............. 75.7 7.9 4.6 7.5 1.4 21.8 13.3 20.7 1.7 13.4 815
Median value of holdings for families holding such assets (thousands of 1992 dollars)
All families ................ 24 135 18.0 10.0 25.0 15.0 7 4.0 25.0 2.8 13.1
Income (1992 dollars)
Less than 10,000.......... 7 7.0 15.0 10.0 15.7 9.0 5 1.2 12.0 1.2 1.5
10,000-24,999. .. e 1.1 16.0 7.0 4.0 11.0 5.1 5 2.8 20.0 2.0 3.9
25,000-49,999............. 2.3 13.0 15.0 5.0 25.0 10.0 5 4.3 20.0 2.0 14.1
50,000-99,999.... e 5.6 12.0 22.0 8.0 20.0 25.0 1.0 5.0 32.0 7.0 47.0
100,000 and more........... 255 28.0 30.0 40.0 51.0 66.0 1.2 10.5 95.0 40.0 184.0
Age of head (years)
Lessthan 35............... 14 5.0 3.8 2.0 10.0 4.7 4 2.8 20.0 1.0 4.2
35-44 . 2.2 5.0 18.0 5.0 19.3 9.8 .6 4.0 20.0 3.0 10.8
45-54 ... 34 10.0 20.0 12.0 25.2 30.0 1.0 4.8 25.0 2.8 24.7
55-64 ... . 4.0 20.0 20.4 20.0 40.0 35.7 1.0 6.5 30.0 5.0 40.1
65-74 ... . 4.0 25.0 30.0 24.0 25.3 23.0 9 4.0 40.0 9.8 30.2
75and more............... 4.0 24.0 22.3 28.0 52.0 28.0 1.1 3.0 55.0 5.0 20.2
Race or ethnicity of head
White non-Hispanic......... 3.0 135 18.0 10.0 25.0 17.0 7 4.0 27.0 3.0 16.7
Nonwhite or Hispanic....... 1.0 12.0 18.0 4.1 35.0 7.0 6 3.8 25.0 1.2 35
Current work status of head
Professional, managerial. . . . 3.8 75 12.0 10.0 24.3 25.7 1.0 4.5 20.0 3.0 30.3
Technical, sales, clerical. ... 2.0 10.0 10.0 8.0 10.0 9.6 5 3.0 25.0 1.8 10.5
Precision production. ....... 2.0 2.3 6.3 4.8 * 8.9 3 5.6 8.0 2.0 9.0
Operators and laborers..... 13 6.5 15.0 4.0 * 6.0 5 3.8 * 1.3 4.6
Service occupations.......... .8 12.0 4.0 4.0 * 5.1 7 5.0 2.2 .6 24
Self-employed ............. 5.6 12.0 30.0 10.0 45.0 30.0 .6 6.5 95.0 7.0 23.0
Retired .................... . 3.0 22.0 28.0 15.0 30.0 20.0 1.0 3.5 40.0 6.0 17.1
Other not working. ......... 1.2 10.0 10.6 22.0 44.6 13.0 5 35 6.0 2.0 3.0
Housing status
OWNner.......ocovvvennnn. . 3.6 15.0 20.0 10.0 25.0 20.0 .8 4.4 27.0 5.0 24.0
Renter or other............. 1.0 10.0 10.0 4.0 20.0 55 5 3.0 20.0 1.6 3.0

Note. * Fewer than five observations.
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professional or managerial occupations and fortion of families holding savings bonds fell slightly
those with heads between 35 and 54 years of age dretween 1989 and 1992, while the median value of
75 and older, median holdings of stocks and bondsoldings rose slightly. For life insurance that has a
rose markedly. cash value, ownership and the median value of
holdings rose somewhat. Other managed assets—
. including trusts, annuities, managed investment
Retirement Accounts accounts, and other such assets—were not widely
o i ) ) held in either year, though the proportion of fami-
The rise in the share of financial assets in housejies with these assets rose slightly over the three-
hold portfolios was driven in part by the increaseyear period. The percentage of families owning
in holdings of retirement accounts—including indi- other financial assets—a diverse category covering
vidual retirement accounts, Keogh accounts, andych jtems as futures contracts, oil and gas leases,
employer-provided pension plans from which with- royalties, future proceeds from an estate, and loans
drawals can be made, such as 401(k) account§e friends or relatives—fell between 1989 and

Continuing trends evident in earlier surveys, retire-1992 although the median value of holdings was
ment accounts rose from 18.8 percent of total famnchanged.

ily financial assets in 1989 to 22.7 percent in 1992.

Ownership of retirement accounts went up mark- ] )

edly for all groups, increasing overall from Nonfinancial Assets

35.4 percent of families to 39.3 percent. Median N ] )

holdings of these assets rose 33.9 percent, an@Vverall, the composition of nonfinancial assets held

the gains were spread among most of the group8Y families was largely unchanged between 1989
considered. The increase in the median value ofnd 1992 (table 6). A slight decline in the share of
holdings was particularly notable for the families nonfinancial assets accounted for by primary resi-
with heads between 45 and 64 years of age, a groufiences and vehicles was roughly offset by a gain in

that traditionally has retirement as an importantthe share of investment real estate. _ _
motive for saving. Ownership and the median value of nonfinancial

Among families with at least one worker, the assets tend to increase with income (table 7). These

percentage having any type of pension was nearlyneasures also tend to increase as the age of the
unchanged at 55.9 percent in 1989 and 56.5 percen@Mily head increases until late middle age, when
in 1992, while the percentage having 401(k)-like they begln to flgtten out or decline, as the portfolio
plans rose from 26.5 percent to 30.7 percérin  share of financial assets rises.

contrast, coverage of worker families by conven-

tional defined-benefit pension plans, that is, plangrimary Residence

that offer a guaranteed income at retirement, de-

to 45.1 percent. Much of the growth in ownership nonfinancial assets for families, accounting for
of 401(k)-like accounts took place among families

who did not have other types of employer-provided

pension plans, although the median value of theb. Distribution of amount of nonfinancial assets of all
holdings in such accounts rose only for those who ~ families, by type of asset, 1989 and 1992

also had another type of plan. Percent

Nonfinancial asset 1989 1992

Remaining Financial Assets Primary residence ................. . 441 435
Investment real estate............. 21.3 22.0

Business assets................... . 27.0 27.2

i H Vehicles .................... 5.4 4.9

There wgrg feV\{ nOta'bIe Changes in the hoIdlngs of Other nonfinancial assets.......... 2.1 2.4
the remaining financial assets. The overall propor- Total ..o - 100 100

Memo
14. These figures include pensions from both current and previ- N°”f;"sag°gi'r§‘§,§§a‘§e of total assets| . .. 72.1 67.7

ous jobs.
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43.5 percent of these assets in 1992. Indeed, thisose from 6.7 percent of families in 1989 to 8.3 per-
share was about as large as that for all financiatent in 1992, compared with the movement from
assets held directly by families. Between 1989 andl5.3 percent to 16.8 percent for non-Hispanic
1992, the proportion of families who owned homeswhites. The median value of business assets of
remained steady at 63.8 percent, while real mediamonwhite and Hispanic families rose dramatically
house values increased about 4.6 percent. In &om $3,400 in 1989 to $55,000 in 1992, while the
continuation of earlier trends evident since at leasinedian for the other business owners moved down
1983, increases in ownership and median hous&om $55,900 in 1989 to $50,000 in 1992. Because
value were particularly pronounced for families nonwhite and Hispanic business owners are a
headed by persons aged 75 and older, with smallesmaller proportion of the population than non-
increases for the 65-to-74 age group. The recentispanic white owners, however, the estimate of
increase may mirror both the effects of rising the median value of business holdings for non-
wealth and improving health among older people,whites and Hispanics is less precise than that for
who are thus better able to maintain a home, andhe rest of the population. The survey data also
slack in real estate markets in many areas, whiclindicate substantial increases in median business
may have led people to hold homes longer tharvalues for families with $100,000 or more of
they would otherwise have done. income and for those headed by persons between
the ages of 45 and 74.

Investment Real Estate .
Vehicles

Overall, ownership and median holdings OfVehicles—includin automobiles, motorcycles
investment real estate—which includes vacation 9 ' y '

; . vans, trucks, jeeps, sport utility vehicles, motor-
homes, rental units, commercial property, vVacany, o mes, recreational vehicles airplanes, and
Ianq, and all other real estate except a Primary, »ats—are the most widely held nonfinancial asset,
residence and property owned through a busmess—with 86.4 percent of families having had some type
were unchanged. However, ther(_e wereafewm_p_or—of vehicle in 19925 This figure represents an
tant shifts for some demographic groups. Fam.'“esmcrease of 2.8 percentage points over the level in
Poeii?/% bsyugﬁrs?gsee:?edaig t?hzlln\?:ee(;g ;n?/;elul('ekeolﬁ%a Ownership jumped for households headed by

. ; Property, . persons aged 65 and over and for nonwhites and
f[helr holdings rose. Although the _ownershlp. rate prispanics although overall the median value of
investment real estate for nonwhites and H|span|c§10|din S aeclined The decline was most marked
declined somewhat, the median value of theirhold-for fan%ilies headéd by persons younger than 55
Ings rose 18.4 percent. and families with more than $50,000 of income.
Underlying the overall vehicle trends, the types of
vehicles selected by families changed, with the
Business Assets percentage of families owning a van, sport utility

vehicle, or jeep rising from 11.0 percent in 1989 to
Likely reflecting the increase in business formation16.9 percent in 1992.
that typically occurs at the beginning of an eco- In recent years, vehicle leasing has become
nomic recovery, direct holdings by families of an somewhat more common as a substitute for out-
equity interest in a business—including sole propri-right ownership. The SCF indicates that in 1989,
etorships, limited partnerships, other partnerships2.4 percent of families leased vehicles for personal
subchapter S corporations, other corporationsise and that by 1992 that figure had risen to
that are not publicly traded, and other private
businesses—moved up 1.7 percentage points
:aeitween 1|98? anfd 13.92' ;hls Increase was particu= 15. This figure covers only personally owned vehicles. In 1992,
arly notable for amilies eade_d by persons aged4.8 percent of families had at least one vehicle provided by their
55 to 64. Ownership for nonwhites and Hispanicsemployer for their personal use.
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7. Family holdings of nonfinancial assets, by selected characteristics of families and type of nonfinancial asset,
1989 and 1992

A. 1989 Survey of Consumer Finances

N : Investment Other All
ch;rgglgistic rzgirgi'l:r%e real Business Vehicles non- nonfinancial
estate financial assets
Percentage of families holding assets
All families ...l . 63.8 20.0 13.2 83.6 11.9 89.1
Income (1992 dollars)
Less than 10,000.................. . 324 4.2 25 48.4 5.1 62.9
10,000-24,999. ...t . 53.9 13.7 9.2 80.6 7.5 86.6
25,000-49,999.............iiin . 68.9 20.1 11.2 94.8 13.2 97.0
50,000-99,999...............ne . 85.3 29.6 20.6 96.7 17.0 99.2
100,000 and more................. . 94.1 54.0 42.1 94.4 24.2 99.5
Age of head (years)
Less than 35 . 37.6 7.9 10.3 80.6 9.4 83.0
3544 L 67.1 21.1 19.5 89.2 13.7 92.0
A5-54 .. 77.3 29.3 18.7 91.0 14.8 93.4
5564 .. . 80.2 30.0 12.6 86.1 12,5 90.9
B65—T4 oo . 77.1 25.0 8.1 81.1 12.8 92.6
75and more. ......oovviiiiiiiins . 69.6 16.3 4.4 66.1 7.8 85.8
Race or ethnicity of head
White non-Hispanic.......... e 70.5 225 15.3 89.3 14.0 94.2
Nonwhite or Hispanic 43.5 12.3 6.7 66.7 5.4 73.8
Current work status of head
Professional, managerial............. 73.0 26.2 9.3 94.8 16.6 97.2
Technical, sales, clerical........... 55.7 12.2 7.4 87.2 10.9 88.9
Precision production............... 71.2 19.2 8.6 96.8 11.9 98.2
Operators and laborers...... . 56.0 14.4 6.4 87.1 7.6 89.5
Service occupations . . . 42.9 12.8 4.6 75.4 7.3 79.4
Self-employed . A 74.1 38.1 69.7 94.7 21.0 98.6
Retired ... . 72,5 20.1 3.7 745 9.3 87.3
Other not working. ................. . 29.3 6.4 1.6 47.8 7.5 56.2
Housing status
OWNET .t . 100.0 25.9 16.5 92.9 14.1 100.0
Renterorother.................... . .0 9.6 7.3 67.3 8.0 70.0

Median value of holdings for families holding such assets (thousands of 1992 dollars)

All families ...l . 78.2 48.0 50.3 7.7 7.8 74.5
Income (1992 dollars)

Less than 10,000.................. . 27.9 15.1 22.3 1.8 1.1 9.2

10,000-24,999.............oeinnnn . 55.9 20.1 12.3 4.7 5.6 42.1
25,000-49,999............coiiannn . 72.6 425 33.5 7.7 5.6 74.8
50,000-99,999.............ciil 111.7 55.9 50.3 12.9 11.2 138.2
100,000 and more................. 223.4 148.8 156.4 17.9 235 369.8
Age of head (years)

Lessthan 35..............ccvvnits . 72.6 31.3 22.3 6.4 5.6 17.5
3544 . 89.4 51.4 50.3 9.1 7.5 96.3
45-54 .. 93.8 62.6 58.6 10.6 8.9 117.7
5564 ... 83.8 44.8 89.4 7.5 11.2 102.2
6574 ..o 59.0 335 59.2 5.5 7.7 68.9
75andmore..............oanl 55.9 43.6 78.2 4.4 9.3 56.8
Race or ethnicity of head

White non-Hispanic.......... .. 80.4 514 55.9 8.4 8.4 82.9
Nonwhite or Hispanic 55.9 38.0 3.4 4.8 5.6 31.0
Current work status of head

Professional, managerial........... 117.3 58.1 61.4 9.5 8.9 118.2
Technical, sales, clerical........... 93.8 33.5 9.4 7.7 5.6 715
Precision production........... . 715 22.3 5.6 9.5 5.6 72.0
Operators and laborers. ... . 55.9 24.6 86.0 6.8 5.6 41.6
Service occupations.. ...... e 78.2 22.3 335 6.1 4.5 34.9
Self-employed ..................... . 111.7 80.4 62.6 11.3 15.6 199.9
Retired ..........ocoiiiiiiat . 61.4 39.4 76.0 5.1 7.3 65.6
Other not working. ................. . 38.0 335 84.8 2.4 1.9 12.6
Housing status

OWNer.....ooviiiiiieiiei . 78.2 50.3 58.6 9.4 8.9 107.6
Renter orother..................... . * 33.5 11.2 4.3 5.6 5.6

Note. * Fewer than five observations.
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7.—Continued

B. 1992 Survey of Consumer Finances

N : Investment Other All
ch;rgglgistic rzgirgi'l:r%e real Business Vehicles non- nonfinancial
estate financial assets
Percentage of families holding assets
All families ...l . 63.8 20.0 14.9 86.4 8.5 91.3
Income (1992 dollars)
Less than 10,000.................. . 38.8 5.9 3.6 55.8 5.0 67.8
10,000-24,999. ...t . 54.2 12.3 8.4 88.2 5.7 92.2
25,000-49,999.............iiin . 68.8 20.3 141 93.9 8.2 97.5
50,000-99,999...............ne . 84.2 30.6 23.6 96.9 11.3 99.1
100,000 and more................. . 87.6 54.2 46.4 96.8 21.6 100.0
Age of head (years)
Less than 35. 37.0 8.4 11.3 84.8 8.1 86.7
35-44 64.1 17.1 20.1 89.3 9.3 93.0
A5-54 ... 75.5 26.6 18.9 92.5 10.1 94.5
5564 ... . 77.9 35.8 19.2 87.2 6.7 93.1
B65—T74 .o . 78.9 26.7 11.3 86.3 7.9 92.0
75and more.............iiiiinnn. . 76.7 16.6 4.1 72.4 8.4 90.7
Race or ethnicity of head
White non-Hispanic.......... . 69.5 225 16.8 90.6 9.9 94.9
Nonwhite or Hispanic 43.8 11.0 8.3 71.9 3.9 78.6
Current work status of head
Professional, managerial............. 67.2 24.8 11.9 94.6 12.0 97.1
Technical, sales, clerical........... 62.0 16.2 10.2 91.9 7.3 94.3
Precision production............... 61.3 19.1 6.9 92.6 10.0 95.3
Operators and laborers...... . 56.7 14.7 4.1 90.2 8.3 92.5
Service occupations . .. 47.3 5.2 6.4 81.5 6.6 85.0
Self-employed . - 76.6 37.3 74.6 95.0 13.8 98.4
Retired ...t . 73.3 211 4.8 78.7 5.7 89.3
Other not working. ................. . 335 6.5 25 64.4 5.4 68.4
Housing status
OWNEI .ot . 100.0 26.0 19.1 93.3 9.7 100.0
Renterorother.................... . .0 9.5 7.5 74.4 6.5 75.9

Median value of holdings for families holding such assets (thousands of 1992 dollars)

All families ...l . 81.8 50.0 50.0 6.9 7.2 69.5
Income (1992 dollars)

Less than 10,000.................. . 40.0 33.0 29.0 24 15 20.6
10,000-24,999.............oiinnnn . 50.0 21.0 20.0 4.3 5.0 34.3
25,000-49,999. ...t . 75.0 45.0 55.5 8.1 5.0 71.5
50,000-99,999.............ciil . 115.0 65.0 25.0 11.0 12.0 140.3
100,000 and more................. s 225.0 160.0 260.0 14.9 20.0 442.3
Age of head (years)

Lessthan 35.............oovvnnns . 69.0 40.0 19.3 5.9 3.5 16.6
3544 . 90.0 38.5 45.0 7.6 8.5 82.3
45-54 . . 95.0 70.0 100.3 8.6 11.3 101.5
5564 ... . 85.0 55.0 92.0 8.3 10.4 114.2
6574 ..o 70.0 60.0 80.0 5.6 11.0 79.0
75andmore..............oanl 70.0 52.0 80.0 4.5 5.0 70.3
Race or ethnicity of head

White non-Hispanic.......... .. 85.0 52.0 50.0 7.4 7.5 79.7
Nonwhite or Hispanic 51.0 45.0 55.0 4.9 7.0 34.6
Current work status of head

Professional, managerial........... 120.0 75.0 20.0 9.0 8.0 103.6
Technical, sales, clerical........... 83.0 45.0 10.0 7.5 7.0 67.5
Precision production........... .. 77.0 35.0 10.0 8.0 4.5 66.5
Operators and laborers. ... . 55.0 25.0 17.0 5.8 2.8 36.3
Service occupations.. ...... .. 65.0 40.0 35.0 4.5 4.5 21.8
Self-employed ..................... . 145.0 95.0 80.0 10.4 15.0 206.4
Retired ...t . 65.0 50.0 75.0 4.8 7.0 65.5
Other not working. ................. . 54.0 30.0 31.8 4.2 9.0 20.3
Housing status

OWNer.....oooviiiiiiieiiiine . 81.8 53.0 70.0 8.5 10.0 108.9
Renter orother..................... . * 50.0 19.3 4.2 4.0 5.1

Note. * Fewer than five observations.
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3.0 percent® Over this time, the prevalence of information on the distribution of unrealized capi-
leasing rose particularly among families with high tal gains on primary residences, investment real
incomes. In 1992, 10.1 percent of families with estate, businesses, and stocks and mutual funds
incomes of $100,000 or more leased a vehicle foheld outside retirement accounts. The median net
personal use, up from 4.8 percent in 1989. Theunrealized capital gain over all families, including
increase in leasing by this group may partially those who did not have assets, declined from
offset the decline in the median value of vehicles$10,600 in 1989 to $7,500 in 1992 (table 8). Shifts
owned by such families. in the real value of homes accounted for most of
this change. However, mean net gains rose slightly
over the period. This rise reflected increases in
Other Nonfinancial Assets unrealized gains on assets other than primary
residences for a relatively small fraction of the
The proportion of families owning other nonfinan- population. By age groups, increases in mean net
cial assets—a broad category including artwork,gains were concentrated among families headed by
jewelry, precious metals, antiques, and other tangipersons between 55 and 74 years of age, though the
ble assets—declined from 11.9 percent in 1989median rose only for those headed by persons aged
to 8.5 percent in 1992. This decline was spreads5 and over.
over most of the demographic groups considered.
At the same time, among families owning such
assets, the median value of holdings also fellLIABILITIES
though changes by demographic groups were more
mixed. In terms of portfolio share, mortgages and other
home-equity-based loans account for the largest
part of families’ borrowing—56.7 percent in 1989
Unrealized Capital Gains and 63.3 percent in 1992 (table 9). Considering the
prominence of housing in families’ asset portfolios,
Unrealized capital gains are an important factor inthe importance of mortgage debt is not surprising.
changes in total assets. The survey offers some

Families’ Holdings of Debt

16. The SCF does not collect information on families’ leasing of
vehicles for business purposes.

While total family debt as measured in the SCF fell
from 15.9 percent of total assets in 1989 to
14.5 percent in 1992, the proportion of families

8. Family unrealized capital gains, by selected actually borrowing and the median amount of
characteristics of families, 1989 and 1992 total debt outstanding Changed on|y S||ght|y
Thousands of 1992 dollars

. 1989 1992
Family
characteristic Mean | Median| Mean | Median 9. Distribution of amount of debt of all families, by type
of debt, 1989 and 1992

All families .......... 79.0 10.6 82.4 75 Percent

Income (1992 dollars)

Less than 10,000. ... 9.3 0 14.9 0 Type of debt 1989 1992

10,000-24,999 335 1.2 29.8 .5

25,000-49,999........ 48.3 12.8 47.3 8.0 Home mortgage and home equity

50,000-99,999........ 84.9 38.5 98.0 30.7 lines of credit ................. . 56.7 63.3

100,000 and more....| 546.8 131.8 537.0 145.0 Installment loans. .................. . 13.9 9.2
Credit card balances............... ! 2.3 2.8

Age of head (years) Other lines of credit................ . 1.0 .8

Lessthan 35.........] 24.0 .0 19.2 .0 Investment real estate mortgages. .. 24.5 22.0

35-44 ... 60.2 11.9 59.8 5.0 Otherdebt..................... .. . 1.7 1.9

45-54 ..o 131.5 37.4 112.3 18.0 Total ..o . 100 100

5564 .............. 121.3 33.0 144.2 32.0

65-74 ...l 120.5 28.6 153.1 30.2 Memo

75 and more.........| 89.3 175 77.9 26.1 Debt as a percentage of total assets .. 15.9 145




Changes in Family Finances from 1989 to 1992: Evidence from the Survey of Consumer FinaBzés

(table 10). The pattern of debt across demographisecond mortgage that they reported was not used
groups resembles that of nonfinancial assets, wittfior the purchase of their home, and such borrowing
borrowing and the median amount owed risingaccounted for about 7 percent of the value of
with income and initially with age, before declin- borrowing secured by home equifyFor at least
ing after middle age. This correspondence istwo reasons, these figures likely understate the
to be expected because much of borrowing isextent of secured borrowing to finance purchases
associated with the acquisition of nonfinancial other than homes. First, because money is fungible,
assets, particularly homes. The largest change iit is difficult to determine how the money from a
overall indebtedness occurred in the group ofloan is ultimately used. Second, the survey did not
families with incomes of $50,000 or more, for ask respondents about how the funds from a first
whom the percentage having any debt fell evermortgage were used: They are assumed to have
though the median balance rose. Borrowingbeen used to purchase a home. However, when
rose for families headed by persons aged 65 andhortgages are refinanced, people may extract funds
over, a group that also experienced gains in nefrom their accumulated equity beyond what is
worth. needed to finance the balance on their existing
mortgage. The rise in refinancing noted earlier
underscores the potential importance of such
Mortgages borrowing.

Although the proportion of families who were
homeowners in 1992 was virtually the same as thaNonmortgage Installment Borrowing
in 1989, the overall percentage with mortgages—
including traditional mortgages, home equity loans, The use of nonmortgage installment borrowing fell
and home equity lines of credit—fell about 1.3 per- off sharply—from 50.1 percent of families in 1989
centage points. However, the median mortgagd¢o 45.8 percent in 1992—and this decline was
amount outstanding rose more than the mediaspread among most of the groups considered here.
house value, by 15.8 percent as compared wittModest increases occurred only among families
4.6 percent for house values. Substantial declinesith incomes between $10,000 and $25,000, those
occurred in the prevalence of mortgages amongvith heads under the age of 35, those with heads
families with more than $50,000 of income and employed in service occupations, and renters. For
among those in professional occupations, thoughthose with installment loans outstanding, the
the median amount owed by these groups move@mounts owed also tended to decline as the median
up. This finding suggests that people with rela-amount outstanding on such loans fell almost
tively small mortgage balances tended to pay then24 percent. Only those families headed by persons
off over this period. Paralleling the decline in inter- 65 to 74 years of age, a group that experienced a
est rates over the three-year period, the proportiosizable increase in net worth, had an appreciable
of families who had ever refinanced their currentincrease in the median amount owed. Notably, the
mortgages rose from 10.8 percent in 1989 todecline in the percentage of families who borrowed
15.0 percent in 1992. to purchase vehicles and in the amount of such
Before the Tax Reform Act of 1986, which borrowing accounted for the majority of the decline
phased out the tax deductibility of interest pay-in nonmortgage installment borrowing.
ments other than those for home mortgages, fami- The share of families having credit cards—
lies primarily used mortgages to purchase homesincluding bank-type cards (such as Visa, Master-
whereas they used other forms of consumer creditard, and Discover), store and gasoline company
to support other types of consumption. Since 1986,
consumers have had a strong incentive to shift
toward borrowing secured by home equity. The

Survey Offers some eVIdence Of the prevalence Of 17. For a more detailed discussion of home'equity'based bor-
rowing, see Glenn B. Canner and Charles A. Luckett, “Home

th'S,tYPe of bo_rrowmg. In both y_ear_s, 6.7 perc_ent of Equity Lending: Evidence from Recent SurveyBgderal Reserve
families had either a home equity line of credit or aBulletin,vol. 80 (July 1994), pp. 571-83.
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10. Family holdings of debts, by selected characteristics of families and type of debt, 1989 and 1992
A. 1989 Survey of Consumer Finances

: . Other
Family Mortgage and Credit ) Investment Other All
characteristic home equity Installment card l'gr?di?f real estate debt debt
Percentage of families holding debts
All families ................. . 40.0 50.1 40.4 3.2 7.3 6.7 73.0
Income (1992 dollars)
Less than 10,000............ 6.4 30.6 13.4 * * 5.3 45.2
10,000-24,999.............. 234 39.7 29.1 2.3 1.4 5.5 60.0
25,000-49,999.............. 44.4 59.8 53.1 2.1 6.8 5.4 82.9
50,000-99,999.............. 71.4 65.5 59.0 7.5 11.8 8.5 92.9
100,000 and more............. 76.3 50.9 40.1 6.7 33.9 15.9 89.6
Age of head (years)
Lessthan 35................ L 33.5 60.2 44.6 4.4 25 6.6 79.7
35-44. . ... N 59.1 68.5 52.5 4.8 11.0 9.1 89.5
45-54.. .. ........... | 59.2 59.8 50.5 4.2 134 8.6 85.8
55-64.............. 38.7 39.2 32.9 1.3 10.3 7.4 72.3
65-74............... 21.1 22.8 26.9 7 4.4 3.1 49.5
75andmore................ 6.7 10.2 10.0 * 1.2 1.9 21.9
Race or ethnicity of head
White non-Hispanic......... 43.8 50.5 42.5 3.2 8.1 7.2 74.5
Nonwhite or Hispanic....... . 28.5 48.9 34.1 3.2 4.7 5.2 68.5
Current work status of head
Professional, managerial. . ... 63.5 64.8 59.1 4.8 14.3 10.2 93.8
Technical, sales, clerical..... 48.5 65.1 58.5 6.7 4.6 6.2 89.1
Precision production ......... 56.1 66.9 61.2 2.6 6.7 7.9 90.5
Operators and laborers. ... ... 36.9 59.4 42.2 3.8 4.3 9.0 81.9
Service occupations......... 29.4 45.9 38.6 * 3.2 * 66.7
Self-employed. .............. 53.4 56.3 34.6 5.2 16.9 9.9 82.7
Retired................ooil . 17.1 229 17.8 3 34 3.3 40.9
Other not working........... 19.3 40.4 20.7 * 25 5.4 59.1
Housing status
owner ................ N 62.7 52.1 44.9 2.9 9.5 7.0 79.1
Renter or other. .0 46.8 32.6 3.9 3.3 6.3 62.2
Median value of holdings for families holding such debts (thousands of 1992 dollars)

All families ................. . 38.0 5.9 11 2.2 35.7 2.2 17.6
Income (1992 dollars)
Less than 10,000............ 7.3 1.4 3 * * .6 1.5
10,000-24,999.............. 14.6 3.5 N 1.0 14.9 1.1 5.6
25,000-49,999.............. 324 7.3 1.0 2.2 16.8 1.3 18.3
50,000-99,999.............. 49.2 8.7 1.7 2.8 34.6 3.6 49.3
100,000 and more........... 83.8 11.6 2.2 11.2 76.0 5.6 118.4
Age of head (years)
Lessthan 35................ L 51.4 5.5 1.1 1.6 22.3 1.8 12.7
35-44. . ... YR 46.4 7.7 13 3.7 42.5 1.3 374
45-54 ... ... ... 1 29.0 7.8 1.1 1.5 22.3 34 26.5
55-64............... 1 235 4.2 1.1 2.2 36.3 34 12.1
65-74. ... .......... J. 10.1 3.8 .6 2.2 16.8 2.2 5.6
75 and more 5 4.5 3.4 2 * 20.1 5.6 2.4
Race or ethnicity of head
White non-Hispanic......... 394 6.7 1.1 3.1 35.4 2.2 22.1
Nonwhite or Hispanic....... .. 31.0 34 1.0 1.6 38.0 1.1 8.0
Current work status of head
Professional, managerial. . . . . 53.6 8.4 1.7 2.8 39.1 2.6 46.7
Technical, sales, clerical...... 34.6 4.9 1.0 1.3 51.9 2.2 13.0
Precision production ......... 39.1 6.3 1.1 4.5 16.5 1.8 27.3
Operators and laborers..... .. 275 5.4 .8 11 14.9 1.1 12.3
Service occupations......... 46.9 4.9 12 * 6.1 * 8.9
Self-employed............... 46.9 8.9 1.2 10.9 70.4 5.6 39.1
Retired................ooout . 11.2 3.9 .6 4 15.6 1.3 54
Other not working........... 14.5 2.2 7 * 22.3 3 3.4
Housing status
OWner .......oovivvinvnnn. . 38.0 7.7 1.1 3.4 35.7 3.0 375
Renter or other.............. * 3.6 .9 1.6 30.7 9 35

Note. * Fewer than five observations.
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10.—Continued
B. 1992 Survey of Consumer Finances

: . Other
Family Mortgage and Credit ) Investment Other All
characteristic home equity Installment card l'gr?di?f real estate debt debts
Percentage of families holding debts
All families ................. . 38.7 45.8 43.4 25 8.3 8.7 73.3
Income (1992 dollars)
Less than 10,000............ 9.6 29.8 23.7 * .6 5.2 475
10,000-24,999.............. 21.8 46.8 43.2 15 3.5 6.4 69.5
25,000-49,999.............. 47.4 54.6 54.8 2.9 7.3 10.7 82.5
50,000-99,999.............. 66.1 50.2 49.0 4.3 135 10.1 84.6
100,000 and more............. 67.6 35.3 329 4.2 34.6 14.9 85.0
Age of head (years)
Lessthan 35................ L 30.6 62.1 52.6 29 4.8 6.5 82.1
3544 55.5 58.2 50.3 3.3 9.3 12.6 86.5
45-54.. .. ........... 61.8 48.6 48.4 2.8 145 10.3 85.8
55-64...........000 40.0 38.0 36.7 2.3 13.8 10.8 69.2
65-74............... e 18.3 22.9 30.2 1.1 54 5.4 51.9
75andmore................ . 6.7 8.0 195 * 7 4.5 30.2
Race or ethnicity of head
White non-Hispanic......... 41.8 45.9 43.8 2.8 9.4 8.4 74.2
Nonwhite or Hispanic....... . 27.9 45.4 41.9 14 4.3 9.9 70.2
Current work status of head
Professional, managerial. . ... 55.3 56.7 50.0 4.6 12.7 12.7 87.6
Technical, sales, clerical .. ... 50.1 57.6 58.3 2.8 7.1 7.6 88.9
Precision production ......... 49.0 62.4 53.2 2.3 9.0 9.5 86.1
Operators and laborers. ... ... 42.8 58.3 54.6 2.6 6.8 11.2 79.6
Service occupations. ........ 29.0 56.6 46.3 3.0 * 6.3 78.4
Self-employed. .............. 57.7 459 47.2 3.6 20.5 12.1 84.8
Retired..............oooil . 16.3 21.1 24.9 .6 4.1 52 45.0
Other not working........... 19.7 42.1 30.4 * 2.9 6.5 65.0
Housing status
owner ................ N 60.7 44.0 45.7 2.1 10.5 9.5 78.1
Renter or other. .0 49.0 39.2 3.1 4.3 7.4 64.9
Median value of holdings for families holding such debts (thousands of 1992 dollars)

All families ................. . 44.0 45 1.0 2.2 28.0 25 17.6
Income (1992 dollars)
Less than 10,000............ 16.0 1.6 .6 * 6.5 N 2.0
10,000-24,999.............. 17.4 2.7 .8 3.0 6.1 1.0 5.6
25,000-49,999.............. 40.0 5.6 1.3 1.5 18.0 2.0 21.1
50,000-99,999.............. 58.0 7.8 1.5 2.0 41.0 3.0 57.2
100,000 and more........... 103.0 10.8 3.9 18.0 75.0 6.0 131.0
Age of head (years)
Lessthan 35................ . 52.0 4.6 .9 1.6 18.0 1.2 10.2
35-44. ... 54.0 5.0 1.3 1.8 28.0 3.0 33.3
45-54 ... ... ... ... 42.0 5.0 1.7 5.0 49.5 3.0 30.9
55-64............... 1 28.0 39 1.0 4.0 34.7 3.0 20.8
65-74............... J. 17.0 4.2 7 4.0 17.0 2.0 5.6
75 and more . 15.0 3.1 .6 * 104.0 11 2.3
Race or ethnicity of head
White non-Hispanic......... 45.0 5.0 1.0 2.0 29.0 2.9 21.1
Nonwhite or Hispanic...... .. 30.3 3.2 1.0 25 27.0 1.6 7.6
Current work status of head
Professional, managerial. . . . . 60.0 5.9 1.4 3.0 36.0 3.0 38.0
Technical, sales, clerical...... 46.0 5.1 1.0 1.2 15.0 2.0 20.8
Precision production ......... 45.0 4.2 1.0 1.3 17.0 2.2 20.6
Operators and laborers. ... .. 29.0 4.5 1.0 1.0 9.0 25 14.9
Service occupations. . ....... 31.0 3.0 .8 2.0 * 15 7.0
Self-employed. .............. 72.0 6.7 1.6 4.0 82.0 5.0 57.3
Retired..................... . 17.0 3.1 .8 4.0 18.0 2.0 5.2
Other not working........... 27.0 2.6 .8 * 27.0 15 4.0
Housing status
OwWner .......coovvivvinvnnn. . 44.0 5.6 1.1 4.0 334 3.0 38.0
Renter or other.............. * 35 9 1.2 18.0 1.0 3.7

Note. * Fewer than five observations.
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cards, travel and entertainment cards (such asmall. The median amount owed on these loans fell
American Express and Diners Club), and other21.6 percent, but the change was unevenly spread
credit cards—rose from 69.9 percent in 1989 toover demographic groups. A substantial decline in
72.7 percent in 1992, with increases occurring inmedian loan balances for families with heads
most demographic groups. This growth is almostbetween 35 and 44 years of age was partially offset
entirely due to a surge in the share of families withby gains in the 45-to-54 group.
bank-type credit cards. The proportion of card The prevalence of other borrowing—including
holders who reported that they normally pay off loans on insurance policies, loans against pension
their bills in full each month increased somewhataccounts, and other unclassified loans—rose over
from 50.4 percent to 52.3 perceiitNonetheless, the period. Loans against pension accounts grew as
use of credit cards for borrowing increased substana share of other borrowing over the three-year
tially over this period, largely because of the rise inperiod, from 8.2 percent in 1989 to 13.1 percent in
the number of card holders. In 1989, 40.4 percentl992. At the beginning of this period, 0.8 percent
of families had outstanding balances on creditof families had loans outstanding against pension
cards, compared with 43.4 percent in 1992, thougtaccounts and the median balance was $3,350; three
the median balance declined very slightly. Oneyears later, the proportion with such loans had risen
notable change was the increase in the use of cards 1.8 percent of families, but the median balance
by families with heads aged 55 and older. The risehad dropped to $1,000.
in the use of credit cards was particularly large for
the 75-and-over group, which had a simultaneous
rise in the median balance. This change is surprisReasons for Borrowing
ing in light of earlier data showing consistently low
levels of debt for this group. Credit card borrowing The SCF provides detailed information on the
by higher-income families fell off, but median bal- reasons families report for having taken out most
ances rose strongly for borrowers with incomes ofloans!® Not unexpectedly, borrowing for home
$100,000 or more. purchase—which includes first mortgages and all
other loans reportedly used for home purchase—
accounted for the largest share of families’ debt
Other Borrowing outstanding, rising from 53.1 percent of all loan
balances in 1989 to 58.6 percent in 1992 (table 11).
Overall, families decreased their use of lines of
credit other than credit cards or home equity lines
between 1989 and 19_92' Over this time, the_per- 19. In addition to first mortgages, the survey does not ask about
centage of families with balances on credit lineSpurposes for loans against pension accounts, credit cards, loans
fell from 3.2 percent to 2.5 percent. Declines in useagainst insurance policies, and miscellaneous loans. Credit cards
were particularly large for higher-income families, :;fvises;‘med to have been used for the purchase of goods and
though median balances rose sharply for house-
holds with $100,000 or more of income. Increases
in use were notable only for families headed by11. Distribution of amount of debt of all families,
persons aged 55 and older, a group with a particu- by purpose of debt, 1989 and 1992

larly large increase in median balances as well. Percent
Consistent with the moderate increase in fami- Purpose of debt 1989 1992
lies’ holdings of investment real estate, the propor- A
: AR : : Home purchase.................... . 53.1 58.6
tion of families having loans for such properties pome ﬁnprovemem ,,,,,,,,,,,,,,,, , 50 10
i i i Investment, excluding real estate. .. 2.6 1.4
rose 1 percentage pomt. Change_s In use over vari Vehicles g _____________ _ 56 57
ous demographic groups were mixed and generally Goods and services........ 4.8 4.9
Investment real estate. ... P 25.8 22.4
Education.....................ol . 1.9 2.1
- Unclassifiable loans against
i i pension accounts ............. 1 2
18. The share of card _holders paying off their monthly ba!ance Other unclassifiable loans .. 11 27
refers only to store credit cards and to bank cards. The figures ~“tota) ... ... ... ) 100 100
reported in the table refer to all types of credit cards.
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The shares of loans taken out for vehicle purchasebans declined, tending to lower payments on loans.
and for investment declined markedly. Borrowing However, real family income also fell over the
for real estate investment other than for primaryperiod. Thus, it is not clear a priori what the net
residences also fell sharply. Despite the growth ineffect of the interest rate and income changes was
employer-sponsored pension accounts noted eaopn families’ ability to meet loan payments.
lier, the share of borrowing attributable to loans The survey data provide mixed evidence on the
against such accounts rose only a bit. The sharehange in debt burden (table 13). On the one hand,
of borrowing for other goods and services wasthe ratio of aggregate payments to total family
unchanged. income—the conventional measure of debt
burden—moved down from 16.5 percent in 1989
to 15.1 percent in 1992, and the ratio computed
Choice of Lenders using only the payments and incomes of families
with debts also decline®. On the other hand, the
Important changes occurred between 1989 andnedian ratio for families with debts increased mar-
1992 in the institutions from which consumers ginally2* Thus, the improvement in the aggregate
borrowed. Reflecting large numbers of failures ofratio does not appear to reflect a decline in the debt
savings and loans, these institutions’ share of totaburden of the typical family with debt. Rather, the
lending declined markedly, from 23.5 percent in decline in the aggregate ratio is attributable largely
1989 to 18.9 percent in 1992 (table 12). Althoughto families with incomes of $50,000 or more. Nev-
other insured depositories—namely commercialertheless, even for borrowers with incomes at such
banks, savings banks, and credit unions—absorbelgvels, the median ratio moved up slightly.
some of this share, on balance the market share of Another potential indicator of financial stress is
all insured depositories fell slightly from 56.4 per- the proportion of families with negative net worth,
cent of lending to families in 1989 to 54.7 percenta figure that declined from 7.4 percent in 1989 to
in 1992. Offsetting this decline was a notable
increase in the share of loans made by finance
Compames' The shares Of, real estate lenders— 20. Unlike analyses in previouBulletin articles, we include
malnly mortgage companles—brokerages, anq)ayments for all types of debt, not just installment debt. This

credit card companies rose marginally. change is intended to allow for the shift toward home-equity-based
borrowing.
21. For families with mortgage debt, the median ratio moved up
from 21.4 percent to 22.9 percent between 1989 and 1992.

Debt Burden

While total family borrowing was little changed 13. Ratio of family debt payments to family income,

over the 1989-92 period, typical interest rates on by selected characteristics of families,
1989 and 1992

Percent

12. Distribution of amount of debt of all families, by Famil 1989 1992
type of lending institution, 1989 and 1992 Characte)fistic
Percent Aggregat% Median| Aggregate Median
Type of institution 1989 1992 All families .......... 16.5 15.1 15.1 15.4
Income (1992 dollars)
Commercial bank.................. . 29.7 31.8 Less than 10,000..... 15.2 13.4 16.0 11.6
Savingsand loan.................. . 235 18.9 10,000-24,999........ 13.0 15.1 14.7 14.8
Credit union ..............covvunnns . 3.2 4.0 25,000-49,999........ 16.8 15.6 19.7 16.7
Finance or loan company. . 9.4 12.9 50,000-99,999........ 17.7 15.8 15.9 16.2
Brokerage.............. . 3.0 3.9 100,000 and more.... 16.5 12.6 11.8 13.7
Real estate lender........ ceed) 13.2 13.4
Individual lender................... . 6.8 4.0 Age of head (years)
Other nonfinancial ................. . 1.9 25 Less than 35.........| 18.9 15.0 17.4 15.2
Government . ... . 2.1 1.2 18.9 17.4 17.1 18.1
Credit and store cards............. 2.3 29 18.1 16.4 17.6 16.5
Loans against pension accounts. . .. 1 2 17.2 12.4 13.7 14.2
Other unclassifiable loans.......... 4.8 43 7.1 11.6 8.7 9.7
Total oo . 100 100 2.6 8.5 3.6 2.6
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7.1 percent in 1992. For the great majority of thesethe population, such as home ownership, as well as
families, the absolute level of negative net worthvariables that are more narrow in their incidence,
was fairly small, with median values of $2,400 such as the holding of corporate bonds. To this end,
in 1989 and $3,100 in 1992. In 1992, less thanthe SCF employs a dual-frame sample. One part is
0.5 percent of families had negative net worth ofa standard multistage area-probability sample,
more than $25,000. For most families with nega-which provides good coverage of the widely held
tive net worth, their borrowing primarily consisted assets and liabilities. Because ownership of the
of education loans, credit card balances, and installmore narrowly distributed variables is highly corre-
ment loans. Only a few families with negative net lated with wealth, the second part of the SCF
worth had large loans associated with businesses @ample is a list design intended to oversample
properties. households that are more likely to be wealthy. The
data used to design this second part of the sample
derive from tax records, which are made available
under strict rules governing confidentiality, the
rights of the potential respondents to refuse partici-
npation in the survey, and the type of information
that can be made generally available. Of the 3,143
completed cases in the cross-sectional part of the
; : 1989 survey, 2,277 families were a part of the
largely reflecting the effects of recession as We”area—probability sample, and the remaining 866

as slow longer-term growth. Overall, families were part of the list sample; the comparable figures
increased the share of financial assets in their port: P pie; P 9

folios, and among their financial assets, mutual or the 3,906 completed cases in the 1992 survey

funds appear to have displaced to some degree e 2,456 families from the area-probability sample

: : : and 1,450 from the list sampté.

importance of both deposits and directly held ’ . .
stocks and bonds. Retirement assets also becanﬂﬁi-gﬂ? Srtwj rzgﬁeifeso? ?L(;h é:aigt?gf i;gel%gls\alesrlsjlrt\)//ed
more commonly held and grew as a share of finan; 9 y

. . etween the months of August 1989 and March
cial assets. Although debt fell slightly as a share ofb . -
assets, the number of borrowers held steady. So 1990. The National Opinion Research Center at the

distributional shifts in holdings of debt ocoued, Dniversity of Chicago conducted the 1992 SCF

but the median of the ratio of loan payments tobetvveen the months of June and November 1992.

income, a traditional measure of debt burden, wa%ﬂeb?r:?e?/\iz\r;’sfi'ﬁldé?;%rr\]”et\r’]vgljs ﬁg;%ﬁi%mgfé;gt
nearly unchanged among families with debts. P ' 9 P

were completed by telephone. In 1989, the re-
sponse rate for the area-probability sample was
slightly less than 70 percent, and the rate for the list
TECHNICAL APPENDIX sample was about 34 percent. For one stratum
within the list sample that was likely to be very
The questionnaires for the 1989 and 1992 SCRwealthy, the rate was about 10 percent. Response
differ in only minor ways. In both years the survey rates were slightly higher in 1992. Analysis of the
gathered detailed information on the assets andata suggests that nonresponse is highly correlated
liabilities of families as well as information on with wealth. By the standards of other surveys, the
pension rights, employment history, marital his- response rates for the list sample are low, and were
tory, other demographic characteristics, and atti-
tudinal data.

The survey is intended to provide an adequate 22. The 1989 SCF also includes a longitudinal component. For a
detailed description of the design of the sample for that survey, see

descrlptlve_ basis fO!’ the analYSB of reSpons_es_F%teven G. Heeringa, Judith H. Connor, and R. Louise Woodburn,
core questions bearing on family assets and liabili<The 1989 Surveys of Consumer Finances Sample Design and

tles To pr0v|de adequate Coverage Of the populawelghtlng Documentation,” Working Paper (Institute for Social
Research, Ann Arbor, Michigan, April 1994). The 1989 SCF repre-

tion for this pu_rpose, the survey sample_ml_Jst repr_e'sents 93.1 million families, and the 1992 survey represents
sent both variables that are broadly distributed in9s5.9 million families.

SUMMARY

The most recent SCF provides detailed informatio
on the finances of U.S. families over the period
from 1989 to 1992. Real family income declined,
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it not possible to make adjustments, the resultingSCF uses weighting adjustments to compensate for
data might be questionable. However, it is worthcomplete nonresponse. To deal with missing infor-
noting that differential nonresponse by wealthy mation on individual items, the SCF uses statistical
families is very likely latent in all household methods to impute missing da&a.
surveys, though most surveys do not have a means Generally, the survey data correspond well to
of identifying this bias. In the construction of external estimates, when such information is avail-
weights for the SCF, extensive analysis is con-able. Because of the special design of the SCF
ducted to devise systematic nonresponse correcsample, in general only medians from the SCF can
tions, and some external information is used tobe compared with those of other surveys. Recent
align the distribution of key characteristics in the comparisons of SCF data with aggregate figures on
survey to population totals, such as the geographitiousehold balance sheets from the Federal Reserve
distribution of families?? flow of funds accounts suggest that when proper
The processing of the data for this article in- adjustments are made to achieve conceptual com-
cluded extensive graphical analysis to inspect theatibility, these aggregate estimates and the SCF
data for observations that would tend to have arestimates for 1989 and 1992 are very cl&se.
overly influential effect on the estimates reported. The definition of “family” that is used through-
As a result of this inspection, further adjustmentsout this article differs from that typically used in
were made to the weights of a small number ofother government studies. In the SCF, a household
observations. Thus, even though it is not yet feasiunit is divided into a “primary economic unit”
ble to compute statistical confidence intervals for(PEU)—the family—and everyone else in the
the results reported in this article, the key findingshousehold. The PEU is intended to be the econom-
are likely to be robust. ically dominant single individual or pair of individ-
Errors may be introduced into survey results atuals (who may be married or living as partners) and
many stages. Sampling error, that is, expectedll other individuals who are financially dependent
variability in estimates, is present in any surveyon that person or those persons. In other govern-
that is not a census. The standard error of estimatement studies, for example, those of the Bureau
due to sampling may be reduced by increasing thef the Census, a single individual is not considered
size of the sample or by designing the sample toa family. As noted earlier, the Census definition of
reduce variability, as is done in the SCF. Interview-household is closer to the SCF definition of family.
ers may also introduce errors, though SCF inter-The term “head” used in this article is an artifact
viewers are given extensive project-specific train-of the organization of the data and implies no
ing to minimize this problem. Respondents mayjudgment about the structure of families. In this
introduce error by understanding a question in areport, the head is taken to be either the central
different sense than that intended by the surveyperson in a PEU, or the male in the core couple of
designers. For the SCF, extensive pretesting othe PEU, or the older person in a same-sex couple.
guestions tends to reduce the seriousness of this In the report on the 1989 SCF in the January
source of error. Also, editing routines have beenl1992Federal Reserve Bulletiran error was made
developed to identify possible reporting and record-in the definition of the race or ethnicity classifica-
ing errors for further analysis. Nonresponse—eithettion used in several tables. The groups were labeled
complete nonresponse to a survey or nonresponsson-Hispanic whites” and “nonwhites and
to selected items within a survey—may be another
important source of error. As noted previously, the
_ 24. For a description of the imputation procedures used in the
23. For a description of the weighting design for the SCF, seeSCF, see Arthur B. Kennickell, “Imputation of the 1989 Survey of
Arthur B. Kennickell and R. Louise Woodburn, “Estimation of Consumer Finances: Stochastic Relaxation and Multiple Imputa-
Household Net Worth Using Model-Based and Design-Basedtion,” Working Paper (Board of Governors of the Federal Reserve
Weights: Evidence from the 1989 Survey of Consumer Finances”System, Division of Research and Statistics, 1991).
(1993); and Arthur B. Kennickell, Douglas A. McManus, and  25. For the details of this comparison, see Rochelle
R. Louise Woodburn, “Weight Design for the 1992 Survey of Antoniewicz, “A Comparison of the Household Sector from the
Consumer Finances” (1994), Working Papers (Board of Gov- Flow of Funds Accounts and the Survey of Consumer Finances,”

ernors of the Federal Reserve System, Division of Research andlVorking Paper (Board of Governors of the Federal Reserve Sys-
Statistics). tem, Division of Research and Statistics, 1994).
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Hispanics.” In fact, owing to a coding error for the data represent the best estimates available at the
1989 data, the latter group comprised only blackcurrent advanced stage of data processing. These
families, and the former group comprised all otherpreliminary data, in a form designed to protect the
families. The 1983 data were correct as reported. privacy of the respondents, should be available to

The data used here from the 1989 SCF derivehe public after October 1994 from the National
from the final version of the dataset and for this Technical Information Service, Federal Computer
reason may differ in some details from preliminary Products Center, 5285 Port Royal Road, Spring-
versions of the data reported earlier. The 199Zield, VA 22161 or (703) 487-4763.



