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The Federal Reserve Board’s Survey of Consumer
Finances for 2007 provides insights into changes in
family income and net worth since the 2004 survey.!
The survey shows that, over the 2004—-07 period, the
median value of real (inflation-adjusted) family in-
come before taxes was little changed; median income
had grown slightly in the preceding three-year period
(figure 1). Across most demographic groups, the
pattern of change was mixed, but a few changes stand
out: Income increased markedly for Hispanic or
nonwhite families, while it declined substantially for
families living in the Northeast or the Midwest and
for families headed by a person who was retired or
otherwise not working. In contrast to median income,
mean income in the recent period climbed 8.5 per-
cent, and the increases were spread broadly across
demographic groups. The increases were most strik-
ing for families in the top 10 percent of the distribu-
tion of net worth and for families headed by a single
parent, a person who was self-employed, or a person
who was aged 65 to 74. Over the preceding three
years, mean income had declined broadly. Differ-
ences in the rates of change in the median and mean
signal a change in the distribution of income.

Unlike family income over the 2004-07 period,
both median and mean net worth increased; the
median rose 17.7 percent, and the mean rose 13.0 per-
cent (figure 2). The increases were fairly broadly
spread, but with a number of noteworthy exceptions,
some of which entailed changes in medians and

1. For a detailed discussion of the 2001 and 2004 surveys as well as
references to earlier surveys, see Brian K. Bucks, Arthur B. Kennick-
ell, and Kevin B. Moore (2006), “Recent Changes in U.S. Family
Finances: Evidence from the 2001 and 2004 Survey of Consumer
Finances,” Federal Reserve Bulletin, vol. 92, pp. Al1-A38,
www.federalreserve.gov/pubs/bulletin/default.htm.
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means within demographic groups that differed sub-
stantially, either in terms of relative magnitude or in
the direction of change. Median and mean net worth
for the lowest 25 percent of the distribution of net
worth plunged 36.8 percent and 43.8 percent, respec-
tively; median net worth for the lowest 20 percent of
the distribution of income fell 1.2 percent, but the
mean rose 31.8 percent. Percentage increases in

2. Change in median and mean net worth, 1998-2007 SCF
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median and mean net worth were similar for white
non-Hispanic families, while the increase in the
median for nonwhite or Hispanic families was only
about one-fifth of that for other families, and the
increase in the mean was nearly three times the size
of that for other families. Relative to other regions,
both the Northeast and the Midwest saw sizable
declines in median net worth. The clearest gains in
both median and mean net worth were for high-net-
worth families, high-income families, families headed
by a person aged 65 or older, and families headed by a
person who worked for someone else or who worked
in a technical, sales, or service occupation. In the
preceding three years, median net worth had increased
only slightly (1.0 percent), while the mean had risen
more strongly (6.0 percent); over that time, the data
had shown a more complex pattern of mixed increases
and decreases in wealth.

Unrealized capital gains were a particularly impor-
tant factor in the increase in net worth over the
2004-07 period. The share of total assets attributable
to unrealized capital gains from real estate, busi-
nesses, stocks, or mutual funds rose 5.1 percentage
points, to 35.8 percent in 2007. Although the level of
debt owed by families rose noticeably, debt as a
percentage of assets was little changed. The largest
percentage change in debt was in borrowing for
residential real estate other than a primary residence.

With median and mean debt advancing faster than
income, payments relative to income might be ex-
pected to increase substantially. In fact, total pay-
ments relative to total income barely increased, and
the median of payments relative to income rose at a
slower pace than it did between 2001 and 2004.
Nonetheless, the share of families with high payments
relative to their incomes increased notably.

This article reviews these and other changes in the
financial condition of U.S. families between 2004 and
2007.2 The discussion draws on data from the Federal
Reserve Board’s Survey of Consumer Finances (SCF)
for those years; it also uses evidence from earlier
years of the survey to place the 2004-07 changes in a
broader context.

ECONOMIC BACKGROUND

Families’ finances are affected by both their own
decisions and the state of the broader economy. Over
the 2004-07 period, real gross domestic product
(GDP) increased, on average, about 2.5 percent per

2. See box “The Data Used in This Article” for a general descrip-
tion of the data. The appendix to this article provides a summary of
key technical aspects of the survey. See also Bucks, Kennickell, and
Moore, “Recent Changes in U.S. Family Finances.”

year. However, toward the end of 2007, the pace of
economic activity slowed noticeably. The unemploy-
ment rate stood at 5.5 percent in mid-2004, fell to
4.5 percent by late 2006, and then increased to
5.0 percent at the end of 2007. The rate of inflation, as
measured by the consumer price index for all urban
consumers (CPI-U-RS), increased somewhat over the
period, from an annual average of 2.7 percent in 2004
to 2.9 percent in 2007; the increase was driven, in
part, by the escalation of food and energy prices.

Developments in financial markets over the three-
year period were varied. The major stock market
indexes climbed over most of the period before
beginning a decline in late 2007; from September
2004 to September 2007, the Wilshire 5000 index
rose 41.7 percent. Interest rates on new consumer
loans generally increased; for example, the interest
rate on a new 30-year fixed-rate mortgage averaged
5.75 percent in September 2004, when about one-half
of the interviews for the 2004 survey had been
completed, and was 6.38 percent three years later.
Yields also rose on liquid deposits, time deposits, and
bonds; for example, the rate on a three-month certifi-
cate of deposit rose from an average of 1.86 percent
in September 2004 to 5.46 percent in September
2007.

The national purchase-only LoanPerformance
Home Price Index, produced by First American Core-
Logic, increased more than 12.4 percent between
September 2004 and September 2007. Price increases
varied sharply across areas of the country. The largest
increase in the index was a 49.9 percent rise for
Hawaii. While most states saw an increase, the index
declined 8.0 percent for Michigan and by smaller
amounts for Ohio, Rhode Island, and Massachusetts.
Homeownership rates were little changed over the
period after a long and steady increase. Nonetheless,
the number of homeowners rose with population
growth, and subprime mortgages are generally thought
to have played an important part in financing home
purchases.

No major tax legislation was passed during the
period, but other important institutional changes
occurred. The Bankruptcy Abuse Prevention and Con-
sumer Protection Act of April 2005 altered the rules
for liquidation of consumers’ liabilities under bank-
ruptcy. In particular, the new rules require that con-
sumers with a certain level of income pay back at
least part of their outstanding debts, whereas in the
past the entire amount might have been liquidated.
The law also mandated financial counseling for any-
one declaring bankruptcy. Continuing innovation in
financial markets over the period supported further
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proliferation of hedge funds and other sophisticated
instruments for money management.

Several demographic shifts had important conse-
quences for the structure of the population. The aging
of the baby-boom population from 2004 to 2007
drove a 12.5 percent increase in the population aged
55 to 64. Overall population growth was about
2.9 percent, and, according to figures from the U.S.
Census Bureau, 37.3 percent of that growth was due
to net immigration. Also according to Census Bureau
estimates, the number of households increased 2.3 per-
cent—about the same pace as in the 2001-04 period—
and the average number of persons per household
rose slightly, from 2.59 people in 2004 to 2.61 in
2007.

Only a small fraction of the 2007 SCF interviews
took place in 2008. Thus, the survey data are largely
unaffected by the declines in economic activity in
2008, the fall in the market price of corporate equi-
ties, and the continued slide in house prices. Nonethe-
less, readers’ views of the survey results may be
colored by the knowledge that, in the first three
quarters of 2008, a broad measure of the value of
corporate equities declined more than one-third, and
house prices overall declined approximately an addi-
tional 5 percent. At a few places in the article, an
attempt is made to gauge the first-order effects of
these changes on families’ finances.

INCOME

The change in real before-tax family income between
2004 and 2007 diverged from the pattern seen in the
preceding three-year period.> While median income
declined slightly over the more recent period, the
mean rose 8.5 percent (table 1).# Over the preceding

3. To measure income, the interviewers request information on the
family’s cash income, before taxes, for the full calendar year preced-
ing the survey. The components of income in the SCF are wages;
self-employment and business income; taxable and tax-exempt inter-
est; dividends; realized capital gains; food stamps and other, related
support programs provided by government; pensions and withdrawals
from retirement accounts; Social Security; alimony and other support
payments; and miscellaneous sources of income for all members of the
primary economic unit in the household.

4. Over the 2004-07 period, estimates of inflation-adjusted house-
hold income for the previous year from the Current Population Survey
(CPS) of the Census Bureau show an increase in both the median
(1.4 percent) and the mean (2.7 percent). Typically, the SCF shows a
higher level of mean income than does the CPS; for 2007, the SCF
yields an estimate of $84,300, while the CPS yields an estimate of
$68,400. As discussed in more detail in the appendix, the two surveys
differ in their definitions of the units of observation and in other
aspects of their methodologies. Most relevant here is the fact that a
CPS household can contain more people than a corresponding SCF
family. If the SCF measure is expanded to include income of house-
hold members not included in the SCF definition of a family, the
median rises 2.7 percent (to $49,400) over the three-year period, and

three-year period, the median had increased 1.7 per-
cent, and the mean had declined 2.3 percent. The
changes for both periods stand in much stronger
contrast to a pattern of substantial increases in both
the median and the mean dating to the early 1990s.

Underlying the recent change was a shift in the
composition of income between 2004 and 2007
(table 2). The share of family income attributable to
wages and salaries fell 5.2 percentage points over the
period, which approximately balanced a 3.5 percent-
age point rise in the share of realized capital gains and
a 2.7 percentage point increase in income from
self-employment, a farm, or a business. These shifts
were seen across all wealth groups except the group
between the 75th and 90th percentiles. As may be
seen across the years shown in the table, wage income
tends to be a smaller factor for the highest wealth
group.

Some patterns of income distribution hold gener-
ally across the years of SCF data shown in table 1.5
Across age classes, median and mean incomes show a
life-cycle pattern, rising to a peak in the middle age
groups and then declining for groups that are older
and increasingly more likely to be retired. Couples
tend to have higher incomes than single persons, in
part because couples have more potential wage earn-
ers. Income also shows a strong positive association
with education; in particular, incomes for families
headed by a person who has a college degree are
substantially higher than for those with any lesser
amount of schooling. Incomes of white non-Hispanic
families are substantially higher than those of other
families.® Families headed by a self-employed worker
consistently have the highest median and mean
incomes of all work-status groups. Families headed
by a person in a managerial or professional

the mean rises 11.0 percent (to $86,900). The substantial difference in
mean levels is likely the result of the truncation of large values in the
CPS data above a certain amount, which is done with the intent of
minimizing the possibility that participants in that survey might be
identifiable.

5. Tabular information from the survey beyond that presented in
this article is available at www.federalreserve.gov/pubs/oss/oss2/
scf2007home.html. This information includes versions of all of the
numbered tables in this article, for all of the surveys from 1989 to 2007
where the underlying information is available. Mean values for the
demographic groups reported in this article are also provided. The
estimates of the means, however, are more likely to be affected by
sampling error than are the estimates of the medians. In addition, some
alternative versions of the tables in this article are given. For those
who wish to make further alternative calculations, this website pro-
vides a utility (‘“‘tabling wizard”) that may be used to compute
estimates of customized tables based on the variables analyzed in this
article, as well as data files that may be used as inputs to more
sophisticated statistical software.

6. See the appendix for a discussion of racial and ethnic identifica-
tion in the SCF.
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1. Before-tax family income, percentage of families that saved, and distribution of families, by selected characteristics of
families, 1998-2007 surveys

Thousands of 2007 dollars except as noted

1998 2001
Family characteristic Income Percentage Income Percentage
Y of families | Fereentage of families | Fercentage
Median Mean that saved | °f families Median Mean that saved | ©f families
All families ......................... 42.6 67.7 55.9 100.0 46.7 79.5 59.2 100.0
(1.0) (1.4 (.9) (2.3)
Percentile of income
Less than 20 ...............oooouun. 10.5 10.1 32.1 20.0 12.0 11.7 30.0 20.0
20-39.9 .o 25.8 25.7 45.5 20.0 28.5 28.2 53.4 20.0
40-59.9 ..o 42.6 433 56.1 20.0 46.7 47.1 61.3 20.0
60-79.9 ..o 67.8 69.1 67.9 20.0 75.8 76.2 72.0 20.0
80-89.9 ... ... 100.6 101.3 73.7 10.0 115.4 114.7 74.9 10.0
90-100 ... 166.3 279.5 82.0 10.0 198.3 354.1 84.3 10.0
Age of head (years)
Lessthan 35 ........................ 34.9 46.0 53.0 233 39.1 51.7 529 2277
3544 53.6 76.4 57.3 233 60.1 90.2 62.3 223
A5-54 o 64.5 88.9 57.8 19.2 63.7 109.0 61.7 20.6
5564 i 49.1 91.4 61.1 12.8 529 101.7 62.0 13.2
O5-T4 oo 31.0 59.5 56.3 11.2 325 68.0 61.8 10.7
TSOrMOIe ..ovviiiieiiieiaennne 21.3 37.2 48.6 10.2 26.2 43.0 55.5 10.4
Family structure
Single with child(ren) ................ 25.8 33.6 42.1 6.8 28.4 36.1 47.3 6.0
Single, no child, age less than 55 ..... 29.7 37.6 48.3 20.4 31.5 435 52.5 204
Single, no child, age 55 or more ..... 21.0 33.0 47.8 14.3 19.7 379 49.4 13.3
Couple with child(ren) ............... 64.5 85.6 62.1 12.3 66.1 98.6 63.3 11.8
Couple, nochild ..................... 61.4 92.0 62.1 46.2 67.1 106.8 65.3 48.5
Education of head
No high school diploma ............. 19.8 27.6 39.5 16.5 19.8 29.4 38.7 16.0
High school diploma ................ 37.2 47.1 53.7 31.9 39.7 524 56.7 31.7
Some college ........................ 452 64.7 56.7 18.5 47.9 64.9 61.7 18.3
College degree ...................... 70.0 109.0 65.6 332 79.4 136.4 70.0 34.0
Race or ethnicity of respondent
White non-Hispanic ................. 48.6 75.4 60.0 76.8 529 90.0 63.1 75.4
Nonwhite or Hispanic ............... 29.7 423 423 232 30.1 47.6 474 24.6
Current work status of head
Working for someone else ........... 51.6 68.2 59.8 59.2 55.3 78.8 61.6 60.9
Self-employed ...................o.l 67.1 139.2 61.1 11.3 74.1 161.8 70.4 11.7
Retired ...l 245 42.0 48.7 24.4 24.6 46.8 50.6 22.9
Other not working ................... 14.8 271 333 5.1 19.3 42.6 423 4.5
Current occupation of head
Managerial or professional ........... 71.5 123.1 68.4 242 83.2 146.4 724 27.1
Technical, sales, or services .......... 39.1 59.7 55.6 21.0 42.1 62.3 58.2 23.7
Other occupation .................... 47.8 54.2 55.6 253 48.1 57.3 56.6 21.8
Retired or other not working ......... 22.6 39.7 46.1 29.5 242 46.1 49.2 27.4
Region
Northeast ...............ooooonn.. 452 77.6 53.5 19.3 90.9 58.1 19.0
Midwest ..........cooiiiiiiiiiinn 41.9 62.4 58.3 23.6 51.3 75.7 63.0 23.0
South ... 40.2 63.0 55.0 35.7 42.1 71.8 57.3 36.2
WeSt .. 46.1 7271 56.9 213 47.6 86.6 59.5 21.8
Urbanicity
Metropolitan statistical area (MSA) ... 45.2 71.9 56.3 85.3 48.1 84.6 59.7 86.2
Non-MSA ... 35.6 432 53.6 14.7 35.4 479 56.3 13.8
Housing status
[ 7T 55.7 84.9 62.2 66.2 60.9 99.5 66.7 67.7
Renter or other ...................... 25.8 34.0 43.4 338 28.9 37.7 43.6 323
Percentile of net worth
Lessthan 25 .................oun. 20.3 25.9 36.3 25.0 23.0 28.1 345 25.0
25499 Lol 38.7 43.1 50.3 25.0 40.9 46.2 54.2 25.0
50-749 oo 51.6 59.6 61.8 25.0 59.8 68.9 68.2 25.0
75-89.9 ... 72.3 86.0 72.0 15.0 814 91.9 77.4 15.0
90-100 ... 112.5 226.6 80.0 10.0 147.9 299.5 84.1 10.0
NotEe: For questions on income, respondents were asked to base their an- index for all urban consumers (see box “The Data Used in This Article”). See
swers on the calendar year preceding the interview. For questions on saving, the appendix for details on standard errors (shown in parentheses below the
respondents were asked to base their answers on the 12 months preceding the first row of data for the means and medians here and in table 4) and for defini-
interview. tions of family and family head.

Percentage distributions may not sum to 100 because of rounding. Dollars
have been converted to 2007 values with the current-methods consumer price
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1. Before-tax family income, percentage of families that saved, and distribution of families, by selected characteristics of
families, 1998-2007 surveys—Continued

Thousands of 2007 dollars except as noted

2004 2007
Family characteristic Income Percentage Income Percentage
Y of families | Fercentage of families | Fereentage
Median Mean that saved of families Median Mean that saved of families
All families ......................... 47.5 71.7 56.1 100.0 47.3 84.3 56.5 100.0
9 (1.3) (.8) (1.3)
Percentile of income
Less than 20 ........................ 12.2 11.9 34.0 20.0 12.3 12.3 33.7 20.0
20-39.9 ..ol 28.2 28.6 433 20.0 28.8 283 45.1 20.0
40-59.9 Lo 47.5 47.7 54.5 20.0 47.3 47.3 57.8 20.0
60-79.9 ... 74.9 76.0 69.3 20.0 75.1 76.6 66.8 20.0
80-89.9 ... ... 115.1 117.0 77.8 10.0 114.0 116.0 72.9 10.0
90-100 ... 203.0 3319 80.6 10.0 206.9 397.7 84.8 10.0
Age of head (years)
Lessthan 35 ........................ 36.1 49.6 55.0 222 374 51.7 58.9 21.7
3544 54.9 81.1 58.0 20.6 56.6 83.7 56.4 19.6
A5-54 67.1 103.6 58.5 20.8 64.2 1124 55.8 20.8
5564 i 59.8 110.2 58.5 15.2 54.6 111.2 584 16.8
65-T4 .. o 36.6 65.6 57.1 10.5 39.0 92.4 56.7 10.5
TSOrMOIe ..o 26.0 44.9 45.7 10.7 22.8 45.7 494 10.6
Family structure
Single with child(ren) ................ 31.6 38.1 40.7 72 30.9 46.0 45.8 6.4
Single, no child, age less than 55 .. ... 30.5 40.8 49.2 20.0 30.9 44.9 50.1 19.3
Single, no child, age 55 or more ..... 234 374 46.0 14.8 24.6 36.3 48.0 154
Couple with child(ren) ............... 71.1 99.8 61.6 12.6 67.9 105.4 61.8 12.3
Couple, nochild ..................... 67.7 107.4 63.3 45.4 66.5 116.2 62.0 46.5
Education of head
No high school diploma ............. 21.3 28.5 35.9 14.4 22.2 313 41.6 13.5
High school diploma ................ 393 49.2 54.0 30.6 36.7 51.1 51.1 329
Some college ..................o... 45.1 61.6 51.0 18.4 45.6 68.1 53.6 18.4
College degree ...................... 80.5 129.1 68.3 36.6 78.2 143.8 68.6 353
Race or ethnicity of respondent
White non-Hispanic ................. 543 88.6 60.1 72.2 51.8 96.9 58.8 70.7
Nonwhite or Hispanic ............... 32.7 49.4 45.6 27.8 36.8 53.7 50.8 29.3
Current work status of head
‘Working for someone else ........... 54.1 77.0 59.2 60.1 56.6 83.1 60.3 59.9
Self-employed ....................... 73.3 155.5 68.7 11.8 75.7 191.8 62.8 10.5
Retired ...l 26.8 475 44.0 23.7 24.7 51.1 46.6 25.0
Other not working ................... 22.6 41.0 44.9 4.4 20.4 354 45.4 4.6
Current occupation of head
Managerial or professional ........... 84.8 140.9 67.7 28.3 854 156.1 70.2 27.5
Technical, sales, or services .......... 41.1 58.3 554 22.1 44.2 67.6 55.6 21.8
Other occupation .................... 49.6 55.6 57.3 21.6 494 57.9 53.6 21.1
Retired or other not working ......... 26.2 46.5 44.1 28.1 23.8 48.7 46.4 29.6
Region
Northeast ....................o.. 55.9 96.1 59.5 18.8 514 100.4 53.5 18.3
Midwest ..........coooiiiiiiii., 49.6 74.1 59.9 22.9 44.2 74.9 58.2 22.8
South ...l 40.6 68.0 52.5 36.3 429 79.3 56.9 36.7
WeSE .o 50.7 81.9 55.2 22.0 51.9 88.7 56.3 22.1
Urbanicity
Metropolitan statistical area (MSA) ... 50.8 84.5 56.9 82.9 50.4 91.3 57.0 82.9
Non-MSA ... 32.8 45.0 52.3 17.1 36.0 50.2 54.0 17.1
Housing status
[0 60.6 96.0 62.3 69.1 61.7 105.6 60.9 68.6
Renter or other ...................... 27.1 37.0 423 30.9 27.8 375 46.7 31.4
Percentile of net worth
Less than 25 ........................ 22.6 27.5 348 25.0 23.6 29.2 40.4 25.0
25499 Lo 40.6 46.4 53.6 25.0 41.0 46.5 529 25.0
50-74.9 ..o 57.5 66.5 62.2 25.0 56.7 66.6 59.0 25.0
75899 ... 84.6 96.5 72.4 15.0 82.3 92.9 69.0 15.0
90-100 ... 157.9 281.4 76.0 10.0 158.4 347.5 80.2 10.0
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The Data Used in This Article

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

The majority of statistics included in this article are
related to characteristics of “families.”” As used here, this
term is more comparable with the U.S. Census Bureau
definition of “households” than with its use of ‘“‘fami-
lies,” which excludes the possibility of one-person fami-
lies. The appendix provides full definitions of “‘family”
for the SCF and the associated family ‘“‘head.” The survey
collects information on families’ total income before
taxes for the calendar year preceding the survey. But the
bulk of the data cover the status of families as of the time
of the interview, including detailed information on their
balance sheets and use of financial services as well as on
their pensions, labor force participation, and demographic
characteristics. Except in a small number of instances
(see the appendix and the text for details), the survey
questionnaire has changed in only minor ways relevant to
this article since 1989, and every effort has been made to
ensure the maximum degree of comparability of the data
over time.

The need to measure financial characteristics imposes
special requirements on the sample design for the survey.
The SCF is expected to provide reliable information both
on attributes that are broadly distributed in the population
(such as homeownership) and on those that are highly
concentrated in a relatively small part of the population
(such as closely held businesses). To address this require-
ment, the SCF employs a sample design, essentially
unchanged since 1989, consisting of two parts: a stan-
dard, geographically based random sample and a special
oversample of relatively wealthy families. Weights are
used to combine information from the two samples to
make estimates for the full population. In the 2007
survey, 4,422 families were interviewed, and in the 2004
survey, 4,522 were interviewed.

This article draws principally upon the final data from
the 2007 and 2004 surveys. To provide a larger context,
some information is also included from the final versions

of earlier surveys.' Differences between estimates from
earlier surveys as reported here and as reported in earlier
Federal Reserve Bulletin articles are attributable to addi-
tional statistical processing, correction of minor data
errors, revisions to the survey weights, conceptual changes
in the definitions of variables used in the articles, and
adjustments for inflation. In this article, all dollar amounts
from the SCF are adjusted to 2007 dollars using the
“current methods” version of the consumer price index for
all urban consumers (CPI-U-RS). The appendix provides
additional detail on the adjustments.

The principal detailed tables describing asset and debt
holdings focus on the percentage of various groups that
have such items and the median holding for those that
have them.? This conditional median is chosen to give a
sense of the “typical” holding. Generally, when one deals
with data that exhibit very large values for a relatively
small part of the population—as is the case for many of the
items considered in this article—estimates of the median
are often statistically less sensitive to such outliers than are
estimates of the mean.

One liability of using the median as a descriptive device
is that medians are not additive; that is, the sum of the
medians of two items for the same population is not
generally equal to the median of the sum (for example,
median assets less median liabilities does not equal median
net worth). In contrast, means for a common population are
additive. Where a comparable median and mean are given,
the gain of the mean relative to the median may usually be
taken as indicative of relatively greater change at the top of
the distribution; for example, when the mean increases
more rapidly than the median, it is typically taken to
indicate that the values in the top of the distribution rose
more rapidly than those in the lower part of the distribution.

To provide a measure of the significance of the develop-
ments discussed in this article, standard errors due to
sampling and imputation for missing data are given for
selected estimates. Space limits prevent the inclusion of the
standard errors for all estimates. Although we do not
directly address the statistical significance of the results, the
article highlights findings that are significant or are inter-
esting in a broader context.

1. Additional information about the survey is available at
www.federalreserve.gov/pubs/oss/oss2/scf2007home.html.

2. The median of a distribution is defined as the value at which equal parts
of the population considered have values larger or smaller.
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2. Amount of before-tax family income, distributed by income sources, by percentile of net worth, 2004 and 2007 surveys

Percent

Percentile of net worth

Income source

All families

Less than 25 25-49.9 50-74.9 75-89.9 90-100
2004 Survey of Consumer Finances
WAZES ..t 82.1 85.4 79.3 72.4 53.0 69.7
Interest or dividends ..................... T 3 7 1.8 8.2 3.5
Business, farm, self-employment ......... 1.1 2.7 5.0 8.5 21.5 10.9
Capital gains ..............coooiiii.n ¥ T T 1.2 8.3 32
Social Security or retirement ............. 9.6 9.2 132 15.4 8.2 10.9
Transfers or other ....................... 72 2.5 1.7 7 8 1.8
Total ............................ 100 100 100 100 100 100
2007 Survey of Consumer Finances
WageS ...t 79.9 79.9 77.8 72.4 46.2 64.5
Interest or dividends ..................... 1 3 v 1.9 7.8 3.7
Business, farm, self-employment 1.8 53 6.9 79 24.7 13.6
Capital gains ................ 1 4 1.3 2.9 14.4 6.7
Social Security or retirement . 9.5 10.9 11.8 14.1 6.2 9.6
Transfers or other ........... .. 8.6 32 1.6 8 N 1.9
Total .............................. 100 100 100 100 100 100

F Less than 0.05 percent.

occupation have higher incomes than families in the
three remaining occupation categories. Income is also
higher for homeowners than for other families, and it
is progressively higher for groups with greater net
worth.” Across the four regions of the country as
defined by the Census Bureau, the ordering of median
incomes over time has varied, but the means gener-
ally show higher values for the Northeast and the
West than for the Midwest and the South. Finally,
families living in metropolitan statistical areas
(MSAs), which are relatively urban areas, have higher
median and mean incomes than those living in rural
areas.®

Income by Demographic Category

Across the income distribution between 2004 and
2007, only the second quintile and the top decile
experienced substantial percentage changes in median
income; the medians for both groups rose approxi-
mately 2 percent, though the dollar amount of the
increase for the second quintile was only about $600.°
For other groups, changes in the median varied in
direction, and in all instances they were less than
1 percent in absolute value. Similarly, the direction of
changes in mean income was mixed, and the only
substantial increase in dollar terms occurred for the
top decile of the income distribution; the mean for
that group rose almost 20 percent, more than twice
the rate of change in the overall mean. Median

7. In this article, a family is treated as a homeowner if at least one
person in the family owns at least some part of the family’s primary
residence.

8. For the Office of Management and Budget’s definition of MSAs,
see www.whitehouse.gov/omb/bulletins/fy2008/b08-01.pdf.

9. Selected percentiles of the income distribution for the past four
surveys are provided in the appendix, along with definitions of
selected subgroups of the distribution.

income measured in the survey had been relatively
flat for all income groups since 2001 after an earlier
period of growth before 1998. Over this longer
period, the rise in the mean was greatest for the top
decile of the income distribution despite a dip for this
group between 2001 and 2004. For the rest of the
distribution, the increase of the mean more closely
resembled that of the median.

Substantial proportional gains or losses in median
income occurred across all age groups in the recent
three-year period. The median declined for the age
groups between 45 and 64 and for the 75-or-more age
group, while it rose for the rest. For the 75-or-more
age group, the decline was 12.3 percent. Since 1998,
the age groups between 55 and 74 experienced the
largest proportional rises in the median. In contrast to
the recent changes in the median, the mean rose for
all groups but especially for the 45-to-54 age group
(8.5 percent) and the 65-to-74 age group (40.9 per-
cent); these groups had experienced a decline in the
mean between 2001 and 2004.

By family structure, median incomes declined over
the 2004—07 period for all groups except childless
single families (those headed by a person who was
neither married nor living with a partner); median
income rose the most (5.1 percent) for childless
families headed by a person aged 55 or older. The
largest decline (4.5 percent) was for couples (families
in which the family head was either married or living
with a partner) with children. In contrast, mean
income rose for all types of families except childless
single families headed by a person aged 55 or older,
for whom it fell 2.9 percent. Mean income rose the
most (20.7 percent) for single families with children.

Across education groups, median incomes rose
only for families headed by a person with less than a
high school diploma and for families headed by a
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person with only some college education (who at-
tended college but did not receive a degree); the
increase of median income was relatively strong for
the former group—4.2 percent—but that group still
had the lowest median income of all education
groups. Mean incomes rose substantially for all edu-
cation groups after declines in the preceding three-
year period. The increases were particularly pro-
nounced for the groups with families headed by a
person with only some college education (10.6 per-
cent) or by a person with a college degree (11.4 per-
cent).

In the 2004-07 period, the median income for
white non-Hispanic families fell 4.6 percent, and the
mean rose 9.4 percent. In contrast, the median for
nonwhite or Hispanic families rose 12.5 percent, and
the mean rose 8.7 percent. However, both the median
and the mean values for nonwhites or Hispanics were
substantially lower than the corresponding figures for
non-Hispanic whites. Since 1998, the total gain in
median income for nonwhite or Hispanic families
was 23.9 percent, whereas it was 6.6 percent for other
families; the gain in the mean over this period was
larger and more similar for the two groups—27.0
percent for nonwhite or Hispanic families and 28.5 per-
cent for other families.!°

Median income rose from 2004 to 2007 for fami-
lies headed by a person who was working for some-
one else (a rise of 4.6 percent) or was self-employed
(a rise of 3.3 percent); the median fell for the retired
group (7.8 percent) and the other-not-working group
(9.7 percent).!" In contrast, the mean over this period
rose for all groups except the other-not-working
group, for which it fell 13.7 percent. Of the increases
in the mean, the largest proportional change was the
23.3 percent rise for the self-employed group—the
group with the highest levels of median and mean
income by far. Over the previous three years, median

10. As noted in the appendix, the questions underlying the defini-
tion of race or ethnicity changed in earlier surveys. When restrictions
are placed on the definition of the variable for racial and ethnic
classification used in the tables in the article to make the series more
comparable over time, the estimates change only slightly.

11. To be included in the retired group, the family head must report
being retired and not currently working at any job or report being out
of the labor force and over the age of 65. The other-not-working group
comprises family heads who are unemployed and those who are out of
the labor force but are neither retired nor over age 65; the composition
of this group shifted from 2004 to 2007 to include fewer families with
a head who had a college degree, thereby reversing a change seen
between 2001 and 2004. In 2007, 66.9 percent of the other-not-
working group was unemployed, and the remainder was out of the
labor force; in 2004, 62.2 percent of the group was unemployed (data
not shown in the tables).

incomes had risen only for the retired and other-not-
working groups, and the mean had risen only for the
retired group.

Across occupation groups, median income rose
moderately for families headed by a person working
in a technical, sales, or service job (an increase of
7.5 percent), and it fell strongly for families headed
by a person who was not working (a decline of
9.2 percent). For the other-occupation group, a group
that predominantly comprises workers in traditional
blue-collar occupations, the median was barely
changed. In contrast, mean income rose for all groups,
particularly for families headed by a person in a
managerial or professional position (an increase of
10.8 percent) and for those headed by a person in a
technical, sales, or service position (an increase of
16.0 percent), the groups with the highest mean
incomes in 2007. Since 1998, the only substantial
changes in the median were the increases for the
managerial or professional group and for the techni-
cal, sales, or service group. The means for the groups
showed a general pattern of increase over the period
since 1998.

By region, median family incomes in the Northeast
and the West converged from different directions to
about the same value in 2007, and the medians in the
Midwest and the South similarly converged. The
median increased between 2004 and 2007 for families
living in the South and the West, and it fell for others.
The 8.1 percent decline for families in the Northeast
offset only about one-half of a steep increase between
2001 and 2004. The rise for the West continued the
only uninterrupted trend in the median across regions
for the period shown. Declines in the median income
in the Midwest since 2001 erased most of the substan-
tial gains between 1998 and 2001. In 2007, mean
income was highest in the Northeast, followed by the
West. In 2001, the two had been closer, but growth
flattened out for the West, while it continued for the
Northeast. The mean incomes in the Midwest and the
South have been comparable with one another since
1998, though the mean for the South increased
strongly over the recent period while the mean for the
Midwest fell back slightly since 2001.

In the recent three-year period, families in MSAs
saw a 0.8 percent decline in median income, while
those living in other areas saw a rise of 9.8 percent.
Mean income has shown a general rise for both
groups since 1998.

By housing status, median and mean incomes rose
both for homeowners and for other families from
2004 to 2007. All the increases were modest except
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the 10.0 percent increase in the mean for homeown-
ers. As noted later in this article, homeownership
declined slightly in the recent three-year period after
rising for a number of years. Thus, changes in the
composition of the group are likely to be smaller than
in earlier years. Nonetheless, such changes were
sufficient to cause the change in the median for both
groups to be positive at the same time that the change
in the overall median was negative.

By percentile of net worth, median income rose
more than 1 percent over the recent three-year period
only for the lowest quartile, for which the median
increased 4.4 percent; the median declined somewhat
for the third quartile and for the group between the
75th and 90th percentiles.!? The mean increased over
the period for the lowest quartile (an increase of
6.2 percent), but it rose much more strongly (23.5 per-
cent) for the top decile. Over the earlier years shown
in the table, the most dramatic cumulative gains in the
median were clearly for the top two groups. The mean
rose at least somewhat for all groups, but the change
was largest by far for the wealthiest 10 percent.

Income Variability

For a given family, income at a particular time may
not be indicative of its “usual” income. Unemploy-
ment, a bonus, a capital loss or gain, or other factors
may cause income to deviate temporarily from the
usual amount. Although the SCF is a cross-sectional
survey, it does provide some information on income
variability. In 2007, 23.7 percent of families reported
that their income for the preceding year was unusual—
9.2 percent reported it was unusually high, and
14.5 percent reported it was unusually low (data not
shown in the tables). For those reporting unusual
income, the median deviation of actual income from
the usual amount was negative 17.3 percent of the
normal level. A larger fraction of families in 2004
reported that their income was unusual—8.7 percent
reported it was unusually high, and 19.8 percent
reported it was unusually low.

Although a family’s income may vary, such vari-
ability may be a well-recognized part of its financial
planning. In 2007, 31.4 percent of families reported
that they did not have a good idea of what their
income would be for the next year, and 27.2 percent
reported that they do not even usually have a good
idea of their next year’s income. The figures for 2004
were similar.

12. Selected percentiles of the distribution of net worth for the past
four surveys are provided in the appendix.

Saving

Because saving out of current income is an important
determinant of family net worth, the SCF asks respon-
dents whether, over the preceding year, the family’s
spending was less than, more than, or about equal to
its income. Though only qualitative, the answers are a
useful indicator of whether families are saving. Ask-
ing instead for a specific dollar amount would require
much more time from respondents and would likely
lower the rate of response to the survey.

Overall, from 2004 to 2007, the proportion of
families that reported that they had saved in the
preceding year was about unchanged at 56.5 percent,
a bit higher than the level in 1998 but still lower than
the 2001 level. The general pattern of changes across
demographic groups in the recent three-year period is
one of small shifts. The previous survey had shown a
broad pattern of declines.

Estimates of the personal saving rate from the
national income and product accounts (NIPA) show
an annual saving rate of less than 1 percent over the
2004-07 period. However, the SCF and NIPA con-
cepts of saving differ in some important ways. First,
the underlying SCF question asks only whether the
family’s spending has been less than, more than, or
about the same as its income over the past year. Thus,
families may be saving, but those that are doing so
may be saving a relatively small amount; those that
are spending more than their incomes may be spend-
ing a relatively large amount. Second, the NIPA
measure of saving relies on definitions of income and
consumption that may not be the same as those that
respondents had in mind when answering the survey
questions. For example, the NIPA measure of per-
sonal income includes payments employers make to
their employees’ defined-benefit pension plans but
not the payments made from such plans to families,
whereas the SCF measure includes only the latter.
The SCF measure also includes realized capital gains,
whereas the NIPA measure excludes capital gains of
all forms, realized and unrealized.

A separate question in the survey asks about fami-
lies’ more typical saving habits. In 2007, 6.0 percent
of families reported that their spending usually ex-
ceeds their income; 16.1 percent reported that the two
are usually about the same; 35.7 percent reported that
they typically save income “left over” at the end of
the year, income of one family member, or unusual
additional income; and 42.2 percent reported that they
save regularly (data not shown in the tables). The fact
that these figures are not much changed over the last
three surveys suggests that variations in economic
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3. Reasons respondents gave as most important for their
families’ saving, distributed by type of reason, 1998—
2007 surveys

Percent
Type of reason 1998 ‘ 2001 ‘ 2004 ‘ 2007
Education ................... 11.0 10.9 11.6 8.4
For the family ............... 4.1 5.1 4.7 55
Buying own home ........... 4.4 4.2 5.0 42
Purchases ................... 9.7 9.5 7.7 10.0
Retirement .................. 33.0 32.1 34.7 339
Liquidity .................... 29.8 31.2 30.0 32.0
Investments ................. 2.0 1.0 1.5 1.6
No particular reason ......... 1.3 1.1 v 1.1
When asked for a reason,
reported do not save .... 4.9 4.9 4.0 33
Total ..................... 100 100 100 100

NOTE: See note to table 1 and text note 13.

conditions over this period have had little effect on
the longer-run saving plans of families.

The SCF also collects information on families’
most important motivations for saving (table 3).13 In
2007, the most frequently reported motive was retire-
ment related (33.9 percent of families), and the next
most frequently reported was liquidity related
(32.0 percent of families), a response that is generally
taken to be indicative of saving for precautionary
reasons.'* At least since 1998, these have been the
dominant reported reasons, but saving for retirement
has increased in importance. The education-related
motive also appears to be important but less so in the
latest survey; in 2007, 8.4 percent of families reported
it as their primary motive, down 3.2 percentage points
from 2004. The importance of saving for purchases
rose 2.3 percentage points in 2007 after falling since
before the 1998 survey in its prevalence as a reported
motive for saving.

The survey asks families to estimate the amount of
savings they need for emergencies and other unex-
pected contingencies, a measure of desired savings
for precautionary purposes.!> The desired amount
increases with income, but the amount is a lower
percentage of usual income for higher levels of such
income than for lower levels (table 3.1).

NET WORTH

From 2004 to 2007, inflation-adjusted net worth
(wealth)—the difference between families’ gross as-

13. Although families were asked to report their motives for saving
regardless of whether they were currently saving, some families
reported only that they do not save. The analysis here is confined to the
first reason reported by families.

14. Liquidity-related reasons include “emergencies,” the possibili-
ties of unemployment and illness, and the need for ready money.

15. For an extended analysis of precautionary saving as measured
in the SCF, see Arthur B. Kennickell and Annamaria Lusardi (2004),
“Disentangling the Importance of the Precautionary Saving Motive,”
NBER Working Paper Series 10888 (Cambridge, Mass.: National
Bureau of Economic Research, November).

3.1.
Median of desired Olfw;éisiig doglﬁgiﬁn
Family characteristic precautionary saving li
(2007 dollars) to usual income
(percent)

All families ................. 5,000 9.2
Percentile of usual income
0-199 ... 2,000 14.0
20-39.9 ... 3,000 9.7
40-599 ... 5,000 9.4
60-79.9 ... 5,000 7.6
80-89.9 ... 10,000 8.1
90-100 ... 20,000 8.8

sets and their liabilities—rose strongly, both in terms
of the median and the mean (table 4). The median
rose 17.7 percent, and the mean rose 13.0 percent; the
corresponding values for the period from 2001 to
2004 were 1.0 percent and 6.0 percent. Both the
median and the mean have risen consistently over the
period since 1998, but overall the mean has gained
more—>54.7 percent, compared with a 31.8 percent
increase in the median.

Movements in the dollar value of families’ net
worth are, by definition, a result of changes in
investment, valuation, and patterns of ownership of
financial assets (tables 5, 6, and 7) and nonfinancial
assets (tables 8, 9, and 10), as well as decisions about
acquiring or paying down debt (tables 11 through 18).
A variety of financial decisions underlie these changes.
The box ““Shopping for Financial Services™ provides
a discussion of the intensity of families’ decisionmak-
ing efforts and their sources of financial information.

After the end of 2007, house prices continued to
decline, and equity prices fell sharply. Although the
survey cannot provide direct results about the overall
effects of these and other such changes, it can provide
some indication of the implications for families’
finances. For this purpose, the value of assets invested
directly or indirectly in publicly traded equity, the
value of privately held businesses, and the net value
of nonresidential real estate are assumed to have
fallen at the overall rate of the Wilshire 5000 index
from the time of the interview until October 2008. In
addition, the value of residential properties—both
primary residences and other residential real estate—
are assumed to have fallen in line with LoanPerfor-
mance Home Price Indexes from the time of the
interview until October 2008.'¢ Changes are assumed
to have affected all holders proportionately, and fami-
lies are assumed to have made no changes in their
holdings of these assets or any other assets or liabili-

16. Values of primary residences are adjusted by the state-level
index. For other residential real estate, the geographic location is not
reported in the SCF; thus, the national-level index is used to adjust
values of these properties. The LoanPerformance Home Price Indexes
are not seasonally adjusted.
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4. Family net worth, by selected characteristics of families, 1998-2007 surveys

Thousands of 2007 dollars

1998 2001 2004 2007
Family characteristic - - - -

Median Mean Median Mean Median Mean Median Mean

All families ........................... 91.3 359.7 101.2 464.4 102.2 492.3 120.3 556.3
3.5) (11.7) (3.6) (7.9) 4.7 (10.6) (5.6) 9.2)

Percentile of income
Less than 20 ..........ccooiviiinnnn... 7.4 60.8 9.2 61.8 8.2 79.8 8.1 105.2
20399 .o 422 122.4 43.8 134.8 37.1 1334 37.9 134.9
40-59.9 .. 68.0 161.0 74.5 190.3 79.0 213.7 88.1 209.9
60-799 ... 143.0 261.7 167.5 344.0 175.7 3743 204.9 375.1
80-89.9 ... ... 240.0 414.1 307.8 534.8 344.1 5353 356.2 606.3
90-100 ... 575.9 1,970.1 975.0 2,647.5 1,015.0 2,783.7 1,119.0 3,306.0
Age of head (years)
Lessthan 35 ..ot 11.6 81.3 13.7 106.1 15.6 80.7 11.8 106.0
3544 80.8 249.9 90.7 303.7 76.2 328.6 86.6 325.6
A5-54 o 134.5 461.5 155.4 568.4 158.9 596.1 182.5 661.2
5564 i 162.8 677.6 216.8 856.0 273.1 926.7 253.7 935.8
O65-T4 ..o 186.5 594.2 207.9 793.5 208.8 758.8 239.4 1,015.2
TSOrMOIe ... 159.9 395.7 181.6 548.6 179.1 580.0 2135 638.2
Family structure
Single with child(ren) .................. 36.0 132.9 27.4 135.0 36.0 159.8 41.0 2322
Single, no child, age less than 55 ....... 15.5 120.3 17.5 153.1 19.3 152.7 18.0 181.3
Single, no child, age 55 or more ....... 104.3 304.9 105.7 336.9 126.3 390.9 140.8 382.7
Couple with child(ren) ................. 119.6 410.5 131.2 504.9 134.2 496.0 141.1 594.5
Couple, nochild....................... 143.9 502.0 172.8 660.9 186.9 727.0 191.0 804.5
Education of head
No high school diploma ............... 26.9 100.4 29.8 121.7 22.6 149.9 332 142.9
High school diploma .................. 68.8 200.9 67.9 211.9 75.5 216.2 80.3 251.6
Some college ...l 94.0 302.6 85.1 335.7 76.1 338.9 84.7 365.9
College degree ........................ 186.4 672.4 249.5 931.2 248.4 935.0 280.8 1,097.8
Race or ethnicity of respondent
White non-Hispanic ................... 121.9 429.5 143.0 571.2 154.5 617.0 170.4 692.2
Nonwhite or Hispanic ................. 21.2 128.0 21.0 137.4 27.2 168.2 27.8 228.5
Current work status of head
‘Working for someone else ............. 67.2 213.9 76.1 263.9 73.8 294.9 932 350.1
Self-employed ...................... ... 316.3 1,176.5 412.0 1,474.7 368.6 1,563.1 388.7 1,961.3
Retired ... 143.9 391.6 135.2 531.1 153.6 515.1 161.3 543.1
Other not working ..................... 45 94.2 10.4 211.1 13.0 178.2 5.7 124.1
Current occupation of head
Managerial or professional ............. 168.5 688.2 231.1 898.3 216.2 947.2 245.8 1,116.4
Technical, sales, or services ............ 51.9 245.7 54.7 233.4 494 270.2 73.5 310.4
Other occupation ...................... 63.7 161.0 56.1 159.2 62.0 162.0 64.3 191.7
Retired or other not working ........... 104.3 341.6 112.9 478.5 122.1 462.8 128.8 477.6
Region
Northeast ..............coooviiii... 120.1 385.7 109.1 530.6 177.6 625.0 159.4 652.7
MidWest .......oooviiiiiiiiiiii 102.3 316.8 124.4 399.0 126.3 479.0 107.5 467.5
South .......ooiiiiiii 78.0 340.0 86.3 440.0 70.1 382.2 96.0 499.3
WESE .« et 78.0 416.3 102.6 516.6 104.1 575.1 156.2 662.7
Urbanicity
Metropolitan statistical area (MSA) ..... 92.3 389.8 102.7 500.6 114.5 554.1 1324 621.2
Non-MSA ... 87.9 184.3 93.6 238.7 65.1 193.2 77.2 241.4
Housing status
[0 168.2 514.7 201.8 655.5 202.6 686.3 2342 778.2
Renter or other ........................ 5.4 553 5.6 64.4 44 59.4 5.1 70.6
Percentile of net worth
Lessthan 25 ...l .6 24 1.3 T 1.9 -1.6 1.2 -2.3
25499 L. 41.6 45.7 47.8 51.8 47.9 51.7 54.2 57.9
50749 ..o 153.4 163.7 184.7 195.4 187.4 203.6 219.8 227.0
75-89.9 ..o 392.8 409.3 503.8 527.9 556.6 578.5 571.4 586.1
90-100 ... 1,141.2 2,464.6 1,524.7 3,233.2 1,570.6 3,420.3 1,890.7 3,975.7

NoOTE: See note to table 1.
+ Less than 0.05 ($50).
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Shopping for Financial Services

As a normal part of their financial lives, families must
make a variety of decisions to select particular invest-
ments for any savings they may have, as well as to select
the forms and terms of credit they may use. To the extent
that families devote more or less attention to such activi-
ties or that they are better or worse informed, the wealth
of otherwise comparable families may differ substantially
over time.

The Survey of Consumer Finances (SCF) contains a
self-assessment of families’ intensity of shopping for
borrowing or investing services. In 2007, about 55 per-
cent of families reported that they undertake a moderate
amount of shopping for either of these types of financial
services (table A).' Only about one-fourth of families

A. Intensity of shopping for borrowing or investing,
2007

Percent

intended to elicit a description of behavior in general, the
behavior reported could still be more reflective of the
short-term needs for such services and consequently the
immediate need for shopping. When broken out by
categories of net worth, the patterns are very similar for
all families for loan shopping (data not shown in the
tables). For investment shopping, the data show a more
pronounced gradient toward more intensive shopping by
families with higher levels of wealth.

More families turn to friends, family members, or
associates for financial information than to any other
source of information on borrowing or investing (table
B). This result suggests that there may be important
feedback effects in financial outcomes; that is, families

B. Information used for decisions about borrowing or
investing, 2007

somewhat more than one-half shaded their response toward a greater
degree of shopping.

Percent
Type of service
Intensity of shopping - -
Borrowing Investing Type of service
Source - -
AlMOSE NONE ...t 20.6 25.4 Borrowing Investing
Moderate amount .. 54.8 54.6
Agreatdeal ................... 24.6 20.1 Calling around .................. 334 18.0
Magazines, newspapers, and
. other media ................... 19.7 17.5
reported shopping a great deal for loan terms, and only Material in the mail ............. 35.9 215
3 Internet ...l 38.4 28.3
about one fifth reported shopping a great deal for thc? be§t Frionds, relatives. associaics ... 6.0 03
terms on investments. Even though the survey question is Bankers, brokers, and other
sellers of financial services .... 38.6 38.3
Lawyers, accountants, and other
1. The underlying question allows the survey respondent to shade the financial advisors ............. 19.5 29.3
intermediate response toward a greater or lesser amount of shopping. Does not borrow or invest ....... 9.5 9.9
About one-third of the respondents choose to do so, and of those,

NotE: Figures sum to more than 100 because of reporting of multiple
sources.

ties. Taken together, these assumptions imply large
drops in median and mean net worth since the 2007
survey—17.8 percent and 22.7 percent, respectively.
Relative to the values in the 2004 SCF, adjusted
median net worth is 3.2 percent lower, and the
adjusted mean is 12.7 percent lower.!”

By age group, median and mean net worth show a
“hump” pattern that generally peaks in the 55-to-64

17. Most of the projected decline in the median is a result of the
adjustments to primary residences and publicly traded equity; if only
the values of primary residences and of directly or indirectly held
equity are adjusted, median net worth as of October 2008 declines
15.0 percent relative to the level observed in the 2007 survey. In
contrast, the corresponding mean of the data under the more limited
adjustment is only 12.0 percent lower than the unadjusted value, or
just more than one-half of the decline implied by the broader set of
adjustments; this result reflects the fact that the value of businesses and
real estate other than primary residences is relatively concentrated
among wealthier families.

age group. This pattern reflects both life-cycle saving
behavior and a historical pattern of long-run growth
in inflation-adjusted wages. The median and mean
values of wealth rise in tandem with income, a
relationship reflecting both income earned from assets
and a higher likelihood of saving among higher-
income families. Wealth shows strong differentials
across groups defined in terms of family structure,
education, racial or ethnic background, work status,
occupation, housing status, and the urbanicity and
region of residence; these differentials generally mir-
ror those for income, but the wealth differences are
larger.

Net Worth by Demographic Category

Analysis by demographic group for the 2004-07
period shows a pattern of gains of varying sizes in
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who know relatively well-informed people may obtain
better services. Sellers of financial services—bankers,
brokers, and so on—are the second most frequently cited
source of information for borrowing or investing. The
Internet was reported by 38.4 percent of families as a
source for information on borrowing and by 28.3 percent
for information on investing. Although the Internet, in
principle, makes an enormous amount of information
available to a family, interpretation of the information
may still be an important consideration. However, the
proliferation of financial planning tools may mitigate this
concern. When viewed across categories of net worth, the
data show similar patterns of use of sources of informa-
tion by all groups (data not shown in the tables).

In addition to serving as a source of information, the
Internet can also be a medium for obtaining financial
services. In 2007, 49.4 percent of families reported using
the Internet to access at least some type of service at one
of the financial institutions they used (data not shown in
the tables). If accessing information and using services
are combined, the Internet played a part in the financial
life of 59.7 percent of all families (table C). This figure is
up sharply from 46.5 percent in 2004 and 32.5 percent in
2001. The proportion of such users rises strongly over net
worth groups: Among the least wealthy 25 percent of
families, 50.3 percent made such use of the Internet,
whereas the figure was 75.6 percent for the wealthiest
10 percent (data not shown in the tables). More striking is
the variation over age groups. Among families headed by
a person younger than 35, 71.9 percent reported using the

C. Use of the Internet for financial information or
financial services, by age of head, 2007

Percent

Family characteristic Percentages of families

All families ..................... 59.7
Age of head (years)

Lessthan 35 .................... 71.9
3544 70.8
45-54 69.1
55-64 i 59.1
65-74 i 40.3
T50rmore ........oiiiiiii. 16.5
MEMO

All families, 2004 ............... 46.5
All families, 2001 ............... 32.5

Internet for financial information or services, whereas the
figure for families with a head aged 75 or older was only
16.5 percent. If the relatively greater expression of such
behavior by younger families persists as they age, and if
succeeding cohorts follow their example, Internet-based
financial services may become even more important in
the future.?

2. For a discussion of the definition of local banking markets, see
Dean F. Amel, Arthur B. Kennickell, and Kevin B. Moore (2008),
“Banking Market Definition: Evidence from the Survey of Consumer
Finances,” Finance and Economics Discussion Series 2008-35 (Wash-
ington: Board of Governors of the Federal Reserve System, October),
www.federalreserve.gov/pubs/feds/2008/200835/200835pap.pdf.

median and mean net worth for most groups. But a
small number of groups experienced losses, and some
had noticeably different shifts in their median and
mean net worth.

Median net worth rose for all percentile groups of
the distribution of net worth except for families in the
lowest quartile. In that group, the median fell from
$1,900 to $1,200; the mean fell from negative $1,600
in 2004 to negative $2,300 in 2007. For the rest of the
distribution of net worth, the median and mean over
the recent three-year period rose substantially for all
other groups except the 75th-to-90th percentile group,
which had seen relatively large gains over the preced-
ing three years. Gains for the top wealth group were
unbroken back to at least 1998.

Over the recent period, median net worth increased
for all income groups above the 20th percentile and
especially for families in the fourth quintile, for

which the median rose 16.6 percent; the mean for this
group was little changed. Families in the lowest
income quintile had the largest proportional increase
in the mean—31.8 percent—a rise due, in part, to an
increase in the fraction of the group consisting of
relatively wealthy families with incomes that are
likely to have been temporarily low (data not shown
in the tables). The mean rose for the other income
groups, and it rose most for the highest decile
group—an 18.8 percent gain. Over the preceding
years shown, median net worth had increased for all
groups except the second income quintile; the mean
had risen for all income groups.

The survey shows some substantial movements of
net worth by age group between 2004 and 2007.
Median net worth rose most strongly—19.2 percent—
for the 75-or-more age group, which had seen rela-
tively modest change over the previous three-year
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period. The less-than-35 age group saw a large decline
in the median—24.4 percent—over the more recent
period; at the same time, median wealth fell 7.1 per-
cent for the 55-to-64 age group. Mean wealth rose
just more than 10 percent for families in the 45-to-54
and 75-or-more age groups, and it increased more
than 30 percent for families in the less-than-35 and
65-to-74 age groups; mean wealth declined, however,
for the 35-to-44 group and was about unchanged for
the 55-to-64 group. Many of the changes observed
contrast in size or direction with the changes in the
preceding three-year period.

By family structure, single families with children
had the largest increases from 2004 to 2007 in both
median and mean net worth—13.9 percent and
45.3 percent, respectively—but these families had the
second-lowest level of net worth (after younger single
families without children). Median net worth in-
creased for all family-structure groups except younger
single families without children, and the mean in-
creased for all except older single families without
children.

From 2004 to 2007, median net worth increased for
all education groups. The change was particularly
large—46.9 percent—for the no-high-school-diploma
group. At the same time, this group was the only one
that did not see a rise in mean net worth; its mean
declined 4.7 percent. The shifts for this group were
the opposite of the pattern in the preceding three-year
period, during which the median fell and the mean
rose.

The data show gains from 2004 to 2007 in median
and mean wealth for both categories of race or
ethnicity. Gains in the median and the mean were
roughly the same for white non-Hispanic families—
10.3 percent and 12.2 percent, respectively. But for
nonwhite or Hispanic families, the change in the
median—2.2 percent—was far smaller than that in
the mean—35.9 percent.'® In the preceding three-year
period, both the median and the mean for nonwhites
or Hispanics had risen more strongly than those for
other families. Despite some continuing signs of
convergence, in 2007, the median and mean of net
worth for white non-Hispanic families remained
much higher than those for nonwhite or Hispanic
families. In contrast to the whole group of nonwhite
or Hispanic families, the subgroup of African Ameri-
can families saw a 24.1 percent decline in their

18. If the additional information on Hispanic or Latino ethnic
identification available in the SCF is used in the classification of the
2007 results, the median net worth of nonwhites or Hispanics was
$31,000, and the mean was $237,900; for other families, the median
was $174,100, and the mean was $701,800. These figures are all
slightly higher than the corresponding values reported in table 4.

median net worth from 2004 ($22,400) to 2007
($17,000), but their mean net worth rose 9.3 percent,
from $121,500 to $132,800; over the 2001-04 period,
the median for the group had shown virtually no
change, while the mean had risen 36.4 percent (data
not shown in the tables).

Among work-status groups, median and mean net
worth rose from 2004 to 2007 for all families except
those headed by persons who were not working for
reasons other than retirement (the other-not-working
group), which showed substantial declines in both
measures. The group had the lowest levels of both
median and mean net worth of all work-status groups.
Although the dollar amounts of the changes in median
and mean net worth for the self-employed group were
far larger than those for the other groups over the
period from 1998 to 2007, the percentage increase in
the median for the self-employed group was below
the rates for all other work-status categories except
the retired group. The percentage increase in the
mean for the self-employed group was just slightly
higher than that for the working-for-someone-else
group.

Median and mean net worth increased for all
occupation groups in the recent three-year period, but
they did so most markedly for families headed by a
worker in a technical, sales, or service occupation or
by a worker in a managerial or professional occupa-
tion. Over the period since 1998, the median for
families in the residual other-occupation category
barely rose, and the increase in the mean was the
smallest of any occupation group. All other groups
had greater than a 20 percent increase in their median
and mean net worth over this period.

Between 2004 and 2007, median net worth fell for
families living in the Northeast or the Midwest, while
it rose strongly for those in the South or the West.
Mean net worth for families in the Northeast or the
Midwest also lagged behind that for families in the
other regions. Over the longer period from 1998 to
2007, median and mean net worth moved up most
strongly in the Northeast and the West; these regions
ended the period with quite similar medians and
means. The Midwest and the South also ended the
period with fairly similar values, at levels consider-
ably below those for the Northeast and the West.

By urbanicity of the place of residence, in the
recent three-year period, median net worth increased
by about the same proportion in MSA and non-MSA
areas, but the mean advanced by a much larger
proportion in non-MSA areas. However, over the
longer period since 1998, median and mean wealth
rose more rapidly for MSAs, and in 2007 both the
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median and mean net worth for families in MSAs
remained substantially above that for families in
non-MSAs.

By housing status, the percentage increases in
median net worth between 2004 and 2007 were very
similar for both groups, and the increase in the mean
for non-homeowners (hereafter, renters) was some-
what higher. From 1998 to 2007—a time of rising
house prices, on balance—the increase in median and
mean net worth for homeowners far outstripped that
for renters.

ASSETS

At 97.7 percent in 2007, the overall proportion of
families with any asset was barely changed from
2004 (first half of tables 9.A and 9.B, last column).
Overall, this figure has risen 0.9 percentage point
since 1998 (data not shown in the tables). Across
demographic groups, the pattern of changes in the
recent three-year period is mostly one of small
increases or decreases. Noticeable exceptions are
declines for the following groups: the lowest quintile
of the income distribution (2.4 percentage points);
single families with children (1.2 percentage points);
younger single families without children (1.7 percent-
age points); families headed by a person whose work
status was retired (1.6 percentage points) or who was
in the related retired-or-other-not-working category
(1.2 percentage points); families headed by a person
aged 75 or older (1.5 percent); and families living in
the Northeast (3.3 percentage points).!® For many
groups, the figure remained at or near 100 percent.
From 2004 to 2007, median assets for families
having any assets rose 16.6 percent, from $189,900 to
$221,500 (second half of tables 9.A and 9.B, last
column), and the mean rose 13.1 percent, from
$591,300 to $668,500 (memo line). These percentage
changes closely resemble those for overall net worth,
but examination of changes in median assets by
demographic groups reveals differences. Because
changes in ownership were generally small, these
differences must largely represent variations in the
amount of borrowing. Across net worth groups, the
percentage changes in median assets and net worth
were most similar for families in the top quartile of
the distribution of net worth; for all except the lowest
quartile of that distribution, the changes were more
roughly similar; and for the lowest quartile of the
distribution, the percentage decline in assets was
much larger than that for net worth. For white non-

19. The retired-or-other-not-working occupation category encom-
passes the retired and the other-not-working work-status categories.

5. Value of financial assets of all families, distributed by
type of asset, 1998-2007 surveys

Percent

Type of financial asset 1998 ‘ 2001 ‘ 2004 ‘ 2007
Transaction accounts ................. 114 11.4 13.2 11.0
Certificates of deposit................ 4.3 3.1 3.7 4.1
Savings bonds ...................... N N 5 4
Bonds ..........oooiiiiiiii 4.3 45 53 4.2
StOCKS i 22.7 21.5 17.6 17.9
Pooled investment funds (excluding

money market funds) ........... 124 12.1 14.7 159
Retirement accounts ....... 27.6 28.9 32.0 34.6
Cash value life insurance .. .. 6.4 53 3.0 32
Other managed assets ................ 8.6 10.5 8.0 6.5
Other ......covviiiiiiiiiiiieiiane 1.7 1.9 2.1 2.1

Total ... 100 100 100 100
MEMO
Financial assets as a share
of total assets ................... 40.7 422 35.7 339

NotE: For this and following tables, see text for definition of asset catego-
ries. Also see note to table 1.

Hispanic families, median assets rose 9.9 percent,
while median net worth rose 10.3 percent; but for
nonwhites or Hispanics, median assets rose 36.4 per-
cent, and median net worth rose only 2.2 percent. For
homeowners, median assets increased 8.1 percent, but
median net worth increased 15.6 percent; for renters,
median assets barely changed, but median net worth
rose 15.9 percent. Percentage changes in the medians
of assets and net worth were similar across region and
urbanicity of the place of residence. Over the preced-
ing three-year period, median assets had risen 9.8 per-
cent and mean assets had risen 8.3 percent, compared
with corresponding figures for net worth of 1.0 per-
cent and 6.0 percent.

Financial Assets

Although the level of financial assets rose from 2004
to 2007, financial assets as a share of total assets fell
1.8 percentage points, to 33.9 percent (table 5, memo
line); this movement continues a decline in this share
from a level in 2001 (42.2 percent) that marked the
high point observed in the survey since at least 1989.
The relative shares of various financial assets also
shifted. Declines in the percentage shares of transac-
tion accounts, bonds, and ‘‘other managed assets”
were mostly offset by increases in the shares of
retirement accounts and pooled investment funds.?°
After declines in the previous two surveys, the share
of assets attributable to publicly traded stocks held
directly by families edged up.

Overall, the rate of ownership of any financial asset
was virtually unchanged over the recent survey

20. The definitions of asset categories in table 5 are given later in
the article, in the sections of text devoted to those categories.
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6. Family holdings of financial assets, by selected characteristics of families and type of asset, 2004 and 2007 surveys

A. 2004 Survey of Consumer Finances

Trans- Certifi- Savines moe]seg Retire- Cash Other Any
Family characteristic action | cates of bon. d% Bonds Stocks ment ment | value life | managed | Other | financial
accounts | deposit f accounts |insurance | assets asset
unds
Percentage of families holding asset

All families ......................... 91.3 12.7 17.6 1.8 20.7 15.0 49.7 24.2 7.3 10.0 93.8
Percentile of income
Less than 20 .................oooun. 75.5 5.0 6.2 * 5.1 3.6 10.1 14.0 3.1 7.1 80.1
20-39.9 ..o 87.3 12.7 8.8 * 8.2 7.6 29.8 19.0 4.9 9.9 91.5
40-59.9 .o 95.9 11.8 15.4 * 16.4 12.7 53.5 24.4 7.9 9.3 98.5
60-79.9 ... 98.4 15.0 26.5 2.1 28.1 18.6 69.7 29.7 7.8 11.2 99.1
80-89.9 ... ... 99.1 16.3 323 2.9 35.9 26.2 81.9 29.6 12.2 11.4 99.8
90-100 ... 100.0 21.5 29.9 8.9 55.0 39.1 88.5 38.1 13.0 13.4 100.0
Age of head (years)
Lessthan 35 ........................ 86.4 5.6 15.3 * 13.3 8.3 40.2 11.0 2.9 11.6 90.1
3544 90.8 6.7 233 .6 18.5 12.3 55.9 20.1 3.7 10.0 93.6
A5-54 o 91.8 11.9 21.0 1.8 232 18.2 57.7 26.0 6.2 12.1 93.6
5564 i 93.2 18.1 15.2 33 29.1 20.6 62.9 32.1 9.4 72 95.2
O5-T4 i 93.9 19.9 14.9 4.3 254 18.6 432 34.8 12.8 8.1 96.5
TS5OrMOIe ..o 96.4 25.7 11.0 3.0 18.4 16.6 29.2 34.0 16.7 8.1 97.6
Family structure
Single with child(ren) ................ 87.2 8.8 9.4 * 9.6 7.4 34.1 19.9 3.7 13.7 91.1
Single, no child, age less than 55 ..... 85.1 59 11.9 3 12.4 10.2 375 14.0 2.8 13.8 88.9
Single, no child, age 55 or more ..... 91.8 18.8 9.1 2.6 18.0 16.0 328 28.8 14.0 7.8 94.4
Couple with child(ren) ............... 93.5 14.9 25.1 9 233 11.7 61.4 24.7 6.1 74 96.4
Couple, nochild ..................... 94.0 13.6 22.1 2.7 26.2 19.0 59.8 27.1 79 9.1 95.5
Education of head
No high school diploma ............. 72.4 5.6 42 * 4.7 2.3 16.2 13.7 3.0 52 77.4
High school diploma ................ 89.1 12.9 14.2 4 12.4 9.2 43.6 23.0 5.4 8.4 92.9
Some college ........................ 94.3 9.4 19.3 .6 17.7 12.6 471 23.8 6.2 14.4 96.6
College degree ...................... 99.1 17.0 24.9 4.1 353 26.1 68.9 29.5 10.9 10.9 99.6
Race or ethnicity of respondent
White non-Hispanic ................. 95.5 15.3 21.1 25 25.5 18.9 56.1 26.8 9.2 10.2 97.2
Nonwhite or Hispanic ............... 80.6 6.0 8.5 * 8.0 5.0 329 17.4 2.1 9.4 85.0
Current work status of head
Working for someone else ........... 922 9.8 20.1 .8 19.6 13.5 57.1 21.8 5.4 94.5
Self-employed ....................... 94.4 14.2 18.7 4.3 31.6 223 54.6 29.8 7.6 15.1 96.1
Retired ...l 90.4 20.2 11.4 35 19.0 16.2 32.9 29.7 12.8 8.4 93.6
Other not working ................... 76.2 79 14.5 * 14.3 10.2 24.9 10.7 * 11.5 79.6
Current occupation of head
Managerial or professional ........... 98.5 14.8 25.5 3.1 329 243 68.5 27.5 8.2 13.2 99.5
Technical, sales, or services .......... 90.1 8.9 18.5 3 15.6 9.7 48.5 21.9 49 8.6 92.9
Other occupation .................... 87.2 6.4 13.8 * 13.0 8.1 49.7 18.7 33 8.5 90.4
Retired or other not working ......... 88.2 18.3 11.8 3.0 18.2 15.3 31.6 26.8 11.1 8.9 91.4
Region
Northeast ................oooonn 94.6 153 21.5 1.9 27.8 18.8 57.0 24.6 7.7 8.6 96.4
Midwest ..........oooiiiiiiiii. 94.4 14.9 23.6 1.6 234 15.2 57.3 30.3 11.5 10.7 96.5
South ... 86.9 11.7 12.7 2.0 15.4 12.6 41.6 24.1 4.7 9.5 90.7
WeSE L. 92.6 9.7 16.1 1.7 204 15.6 48.9 17.5 6.7 11.0 94.0
Urbanicity
Metropolitan statisical area (MSA) ... 91.6 12.3 18.4 2.0 22.6 16.4 51.8 24.6 7.8 10.4 93.9
Non-MSA ... 90.0 14.6 14.0 * 11.0 8.5 39.5 22.3 4.8 79 93.2
Housing status
OWNET .......oviiiiiiiiiiiii i 96.0 15.9 21.2 2.6 25.8 19.2 60.2 30.1 9.6 9.6 97.5
Renter or other ...................... 80.9 5.6 2 9.1 5.7 26.2 11.0 2.0 10.9 85.5
Percentile of net worth
Lessthan 25 ..................... 75.4 22 6.2 * 3.6 2.0 14.3 7.7 * 6.9 79.8
25499 L 92.0 6.5 13.2 * 9.3 72 43.1 19.3 2.3 9.5 96.1
50749 oo 98.0 16.0 227 * 21.0 12.5 61.8 30.1 8.8 10.2 99.4
T5-89.9 .o 99.7 242 28.5 32 39.1 324 717.6 36.7 15.6 11.2 100.0
90-100 ... 100.0 28.8 28.1 12.7 62.9 47.3 82.5 43.8 21.0 16.4 100.0
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6. Family holdings of financial assets, by selected characteristics of families and type of asset, 2004 and 2007 surveys—

Continued

A. 2004 Survey of Consumer Finances—continued

Trans- Certifi- Savines fgﬂfg Retire- Cash Other Any
Family characteristic action | cates of bon d%‘ Bonds Stocks mel;t ment | value life | managed | Other | financial
accounts | deposit ; f accounts |insurance | assets asset
unds
Median value of holdings for families holding asset (thousands of 2007 dollars)
All families ......................... 4.1 16.5 1.1 714 16.5 44.4 38.7 6.6 494 44 253
Percentile of income
Less than 20 ..............oooovinnt. v 11.0 4 * 6.6 16.8 55 3.1 24.1 2.7 1.5
20-39.9 .o 1.6 15.4 i * 8.8 27.5 11.0 4.1 54.9 22 53
40-59.9 .. 33 11.0 9 * 13.2 253 19.0 55 39.5 2.7 17.0
60-79.9 .. 7.1 19.8 1.1 87.9 11.0 28.0 35.1 7.7 38.4 44 53.2
80-89.9 ..t 12.1 22.0 9 38.4 16.5 36.8 76.9 11.0 54.9 55 119.1
90-100 ..o 30.8 36.2 22 175.7 64.5 137.3 201.4 22.0 109.8 22.0 401.2
Age of head (years)
Less than 35 ........................ 2.0 44 5 * 4.8 8.8 12.1 33 55 1.1 5.7
3544 33 11.0 5 11.0 11.0 17.5 30.6 55 20.1 3.8 20.9
A5-54 o 5.3 12.1 1.1 329 15.9 54.9 61.0 8.8 472 5.5 424
5564 i 7.4 31.9 2.7 87.9 27.5 82.4 91.2 11.0 71.4 7.7 85.7
65-T4 .o 6.0 22.0 33 43.9 46.1 65.9 87.9 8.8 65.9 11.0 39.6
TS OrMOLE . .evieeie e 7.1 24.2 55 324.0 54.9 65.9 329 55 54.9 24.2 42.6
Family structure
Single with child(ren) ................ 1.4 11.0 4 ® 6.6 23.1 154 22 6.6 33 55
Single, no child, age less than 55 ..... 1.6 11.0 1.1 329 8.8 16.5 15.4 5.5 329 2.2 6.0
Single, no child, age 55 or more ..... 33 20.0 22 68.1 304 68.6 40.6 35 71.4 11.0 27.0
Couple with child(ren) ............... 5.3 11.0 9 109.8 6.7 24.2 39.0 55 329 5.5 324
Couple, no child ..................... 6.7 22.0 1.1 87.9 22.0 54.9 58.4 11.0 494 6.6 483
Education of head
No high school diploma ............. 1.2 16.5 5 * 8.2 7.9 13.7 35 16.5 22 2.4
High school diploma ................ 2.8 19.2 i 22.0 8.2 27.3 22.5 55 54.9 33 13.2
Some college .........cooviiiiiiin.. 2.9 11.0 9 168.6 132 43.9 23.1 5.9 31.9 44 17.6
College degree ..............ccooeun.. 10.1 20.9 1.1 87.9 22.0 58.2 70.6 11.0 54.9 7.7 85.9
Race or ethnicity of respondent
‘White non-Hispanic ................. 5.5 17.6 1.1 87.9 19.8 494 45.0 7.7 494 5.5 39.5
Nonwhite or Hispanic ............... 1.6 13.2 i * 5.8 19.8 17.6 55 439 2.7 55
Current work status of head
Working for someone else ........... 35 11.0 8 27.5 11.0 27.5 329 5.9 549 33 22.5
Self-employed ..............cooieunt. 11.0 22.0 2.1 142.8 27.5 65.9 65.9 11.5 46.1 6.6 58.4
Retired ........coovviiiiiiiiiin e 4.6 27.5 33 98.8 494 82.4 51.6 55 494 11.0 29.1
Other not working ................... 22 8.8 22 * 55 17.5 34.0 9.2 * 33 55
Current occupation of head
Managerial or professional ........... 8.9 16.5 1.1 54.9 22.0 44.4 65.9 11.0 49.4 6.6 73.2
Technical, sales, or services .......... 2.6 13.2 9 38.4 8.8 273 23.8 5.5 65.9 33 134
Other occupation .................... 2.7 6.4 5 * 55 22.0 22.0 55 39.5 22 12.5
Retired or other not working ......... 39 242 2.3 87.9 384 722 46.1 5.5 494 7.7 214
Region
Northeast ............cooevuiiiniinn.. 6.6 19.8 1.6 164.7 16.5 54.9 57.9 6.6 54.9 44 474
MidWest ..o 4.5 11.4 9 71.4 13.2 49.4 41.7 7.7 46.1 44 33.9
South ..o 33 15.4 1.1 43.9 17.6 49.4 29.7 55 494 4.1 134
WESE oo 3.7 24.2 7 109.8 19.8 28.6 329 6.6 494 55 25.3
Urbanicity
Metropolitan statistical area (MSA) ... 4.6 16.5 1.1 87.9 18.7 549 439 6.9 494 53 30.3
Non-MSA ... 2.4 16.5 1.1 * 8.8 27.5 22.0 55 35.5 22 10.3
Housing status
OWRNET ..ottt 6.6 22.0 1.1 71.4 22.0 54.9 50.5 7.7 494 6.6 52.6
Renter or other ...................... 1.2 7.7 8 142.8 4.9 11.0 12.1 33 46.1 22 33
Percentile of net worth
Lessthan 25 ........................ .6 2.2 3 * 2.1 22 32 9 * 8 1.1
25-49.9 Lo 22 6.4 5 * 3.8 8.1 12.9 4.4 10.3 22 10.9
S50-74.9 .o 6.4 11.4 1.1 * 8.8 17.6 36.8 55 24.1 55 51.8
T5-89.9 i 17.4 34.0 22 27.5 22.0 54.9 105.1 11.0 54.9 7.7 223.0
90-100 ..o 47.2 50.5 2.7 122.0 120.8 175.7 289.9 22.0 148.3 439 800.4
MEMO
Mean value of holdings for
families holding asset ............. 29.8 60.2 6.3 600.8 176.1 202.0 1332 25.3 227.4 434 220.4

NOTE: See note to table 1.
* Ten or fewer observations.
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6. Family holdings of financial assets, by selected characteristics of families and type of asset, 2004 and 2007 surveys—
Continued

B. 2007 Survey of Consumer Finances

Trans- Certifi- Savines ﬁgzlfg Retire- Cash Other Any
Family characteristic action | cates of bon d%‘ Bonds Stocks meﬁt ment | value life | managed | Other | financial
accounts | deposit i f accounts |insurance | assets asset
unds
Percentage of families holding asset

All families ......................... 92.1 16.1 14.9 1.6 17.9 114 52.6 23.0 5.8 9.3 93.9
Percentile of income
Less than 20 ...............ooooouat 74.9 9.4 3.6 * 5.5 3.4 10.7 12.8 2.7 6.6 79.1
20-39.9 .o 90.1 12.7 8.5 * 7.8 4.6 35.6 16.4 4.7 8.8 93.2
40-59.9 .. 96.4 15.4 15.2 * 14.0 7.1 55.2 21.6 53 10.2 97.2
60-79.9 .. 99.3 19.3 20.9 1.4 232 14.6 733 29.4 5.7 8.4 99.7
80-89.9 ..o 100.0 19.9 26.2 1.8 30.5 18.9 86.7 30.6 7.6 9.8 100.0
90-100 . ..viii 100.0 27.7 26.1 8.9 47.5 355 89.6 38.9 13.6 153 100.0
Age of head (years)
Lessthan 35 ........................ 87.3 6.7 13.7 * 13.7 5.3 41.6 11.4 * 10.0 89.2
3544 91.2 9.0 16.8 7 17.0 11.6 57.5 17.5 22 9.6 93.1
A5-54 o 91.7 14.3 19.0 1.1 18.6 12.6 64.7 22.3 5.1 10.5 93.3
5564 i 96.4 20.5 16.2 2.1 21.3 14.3 60.9 352 7.7 9.2 97.8
65-T4 i 94.6 24.2 10.3 4.2 19.1 14.6 51.7 344 13.2 9.4 96.1
TS5 OrMOLE . i 95.3 37.0 7.9 3.5 20.2 13.2 30.0 27.6 14.0 5.3 97.4
Family structure
Single with child(ren) ................ 84.8 9.6 10.1 ® 8.4 9.0 36.1 24.8 ® 13.2 88.2
Single, no child, age less than 55 .. ... 84.3 9.6 9.9 * 14.7 7.7 42.8 11.4 1.6 11.1 86.9
Single, no child, age 55 or more ..... 94.3 233 9.9 2.1 13.1 10.4 36.2 23.1 10.8 7.6 96.3
Couple with child(ren) ............... 95.5 15.1 22.8 1.2 20.2 13.6 62.5 27.5 53 7.5 96.2
Couple, nochild ..................... 94.8 17.6 17.1 22 21.5 129 61.8 26.3 6.3 9.0 96.1
Education of head
No high school diploma ............. 75.7 9.5 3.4 * 3.9 22 21.6 12.6 1.7 7.1 79.7
High school diploma ................ 90.9 14.1 11.5 .6 9.3 5.8 432 22.6 4.2 8.2 93.3
Some college .........oovviniiiaiin. 93.9 14.1 16.4 1.2 174 8.9 52.5 234 6.6 9.8 95.5
College degree .............ccoevnn.. 98.7 21.6 21.6 33 31.5 21.4 733 27.1 8.5 10.9 98.9
Race or ethnicity of respondent
White non-Hispanic ................. 95.5 19.4 17.8 2.1 21.4 13.7 58.2 253 7.3 9.7 96.8
Nonwhite or Hispanic ............... 83.9 8.2 7.8 4 9.4 5.8 39.1 17.6 2.3 8.3 86.7
Current work status of head
Working for someone else ........... 92.6 13.2 17.0 9 17.8 10.4 62.1 20.3 3.7 9.2 94.1
Self-employed ...............cooooal 96.9 15.0 15.9 42 243 21.4 55.3 32.1 6.9 14.8 98.0
Retired ........coooiiiiiiiiiiia. 91.6 25.7 10.2 2.3 16.4 11.3 34.2 27.3 11.2 7.0 93.7
Other not working ................... 78.6 5.6 10.7 * 12.8 2.4 22.6 14.5 * 10.6 81.4
Current occupation of head
Managerial or professional ........... 98.3 18.2 21.1 3.1 28.7 19.7 74.1 24.9 6.7 11.1 98.7
Technical, sales, or services .......... 91.9 11.5 15.0 4 14.9 8.8 54.5 21.3 4.0 9.1 94.0
Other occupation .................... 87.9 9.2 13.1 * 9.9 5.4 51.0 19.0 1.1 9.6 90.2
Retired or other not working ......... 89.5 22.5 10.3 2.0 15.8 9.9 324 253 9.8 7.6 91.8
Region
Northeast ............coooviiiiiein... 91.3 18.1 18.9 2.0 21.4 15.5 53.3 235 6.4 5.4 92.5
MidWeSt «..ovveiiiie i 93.6 16.8 16.0 1.2 17.9 10.6 57.8 26.6 6.7 9.2 95.4
South ... 91.3 15.1 12.0 1.7 15.4 9.7 48.8 233 52 8.6 93.5
WESE oo 92.7 15.5 15.0 1.6 19.2 11.5 52.9 18.3 55 139 93.9
Urbanicity
Metropolitan statistical area (MSA) ... 92.8 16.2 15.1 1.8 194 12.1 54.8 222 5.9 9.5 94.3
Non-MSA ... 88.7 15.9 13.8 .8 10.9 7.7 42.0 26.7 55 8.6 91.8
Housing status
OWINET ..ottt 97.3 20.0 18.2 22 22.4 15.0 63.3 28.9 75 9.4 98.4
Renter or other ...................... 80.8 7.7 7.5 4 8.1 35 29.2 10.1 2.1 9.1 84.0
Percentile of net worth
Lessthan 25 ...................e 76.4 2.5 4.7 * 4.3 * 19.1 7.8 * 7.4 79.6
25-49.9 L 93.6 9.9 12.3 * 10.2 3.6 48.1 19.7 1.9 8.8 96.4
S50-74.9 .o 98.6 19.3 17.5 * 17.3 10.5 62.9 28.5 6.2 8.8 99.5
75-89.9 i 100.0 32.6 259 * 31.6 22.5 774 32.1 11.2 9.4 100.0
90-100 ... 100.0 33.0 233 11.8 523 42.5 84.6 41.9 20.3 16.6 100.0
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6. Family holdings of financial assets, by selected characteristics of families and type of asset, 2004 and 2007 surveys—

Continued

B. 2007 Survey of Consumer Finances—continued

Trans- Certifi- Savines Eﬁ/‘gfg Retire- Cash Other Any
Family characteristic action | cates of bon d% Bonds Stocks mel;t ment | value life | managed | Other | financial
accounts | deposit i f accounts |insurance | assets asset
unds
Median value of holdings for families holding asset (thousands of 2007 dollars)
All families ......................... 4.0 20.0 1.0 80.0 17.0 56.0 45.0 8.0 70.0 6.0 28.8
Percentile of income
Less than 20 ..............ooooiinnt. 8 18.0 5 * 3.8 30.0 6.5 2.5 100.0 1.5 1.7
20-39.9 .o 1.6 18.0 1.0 * 10.0 30.0 12.0 5.0 86.0 3.0 7.0
40-59.9 .. 2.7 17.0 v * 55 37.5 239 52 59.0 4.0 18.6
60-79.9 .. 6.0 11.0 1.0 19.0 14.0 35.0 48.0 10.0 52.0 10.0 58.3
80-89.9 ..t 12.9 20.0 2.0 81.0 15.0 46.0 85.0 9.0 30.0 10.0 129.9
90-100 . .oeiii 36.7 42.0 2.5 250.0 75.0 180.0 200.0 28.1 90.0 45.0 404.5
Age of head (years)
Less than 35 ........................ 2.4 5.0 N * 3.0 18.0 10.0 2.8 * 1.5 6.8
3544 3.4 5.0 1.0 9.7 15.0 22.5 36.0 8.3 24.0 8.0 25.8
A5-54 oo 5.0 15.0 1.0 200.0 18.5 50.0 67.0 10.0 45.0 6.0 54.0
5564 i 52 23.0 1.9 90.8 24.0 112.0 98.0 10.0 59.0 20.0 72.4
65-T4 .o 7.7 23.2 1.0 50.0 38.0 86.0 77.0 10.0 70.0 10.0 68.1
TS OrMOLE . .ovie e 6.1 30.0 20.0 100.0 40.0 75.0 35.0 5.0 100.0 15.0 41.5
Family structure
Single with child(ren) ................ 2.4 75 1.0 ® 13.0 46.0 30.0 5.0 * 55 10.3
Single, no child, age less than 55 ..... 2.0 5.5 1.5 * 3.8 18.0 20.0 52 50.0 3.0 8.9
Single, no child, age 55 or more ..... 2.5 28.0 3.0 50.0 25.0 77.0 45.0 5.0 100.0 3.6 24.4
Couple with child(ren) ............... 5.0 10.0 8 530.0 15.0 45.0 52.0 9.0 30.0 10.0 36.3
Couple, no child ..................... 6.0 20.0 1.0 80.0 24.0 60.0 55.1 10.0 52.0 10.0 46.1
Education of head
No high school diploma ............. 1.2 14.0 1.0 * 2.7 64.0 15.0 2.5 30.0 1.5 3.0
High school diploma ................ 2.5 16.0 1.0 46.5 10.0 30.0 28.5 52 80.0 5.0 14.2
Some college .........cooviiiiiiin.. 2.8 18.0 1.0 50.0 6.0 25.0 32.0 8.0 52.0 4.0 20.0
College degree .............ccoooun.. 10.0 25.0 1.1 100.0 25.0 75.0 75.0 13.0 75.0 10.0 95.7
Race or ethnicity of respondent
‘White non-Hispanic ................. 5.1 20.0 1.0 95.9 19.0 64.0 52.7 9.0 70.0 10.0 443
Nonwhite or Hispanic ............... 2.0 10.0 1.0 23.1 8.0 30.0 25.4 5.0 30.0 3.0 9.0
Current work status of head
Working for someone else ........... 3.8 10.0 1.0 46.8 10.5 42.0 40.0 7.5 272 5.0 28.5
Self-employed ..............cooiinnt 9.9 25.0 1.0 150.0 60.0 80.0 91.0 24.0 80.0 16.0 54.1
Retired ........coooviiiiiiiiiin e 4.0 30.0 2.5 79.5 28.7 78.2 48.0 55 100.0 10.0 29.7
Other not working ................... 1.0 15.0 2.0 * 6.3 50.0 20.8 22 * 3.0 3.7
Current occupation of head
Managerial or professional ........... 8.8 15.0 1.0 80.0 20.0 75.0 72.0 13.0 59.0 10.0 77.0
Technical, sales, or services .......... 3.0 15.0 1.0 123.2 12.0 40.0 30.0 9.0 10.0 5.0 17.6
Other occupation .................... 2.5 10.0 v * 4.0 18.0 24.3 5.0 20.0 5.0 13.8
Retired or other not working ......... 33 30.0 2.0 95.9 25.0 78.2 45.0 5.0 100.0 55 23.7
Region
Northeast ............ccoeviiiiiiinn.. 5.1 20.0 1.0 114.7 17.9 50.0 57.5 9.0 73.0 10.0 43.8
MidWest ..o 3.8 12.0 1.0 49.3 14.0 375 36.0 7.0 67.0 6.0 31.0
South ... 3.5 20.0 1.2 100.0 17.9 70.0 40.0 8.0 80.0 4.0 20.8
WS oo 43 23.0 1.0 60.0 18.0 58.8 45.6 10.0 60.0 6.0 29.1
Urbanicity
Metropolitan statistical area (MSA) ... 4.5 20.0 1.0 100.0 19.0 60.0 48.0 9.0 70.0 8.0 32.6
Non-MSA ... 2.5 10.0 1.2 50.0 11.0 34.0 31.3 5.0 45.0 2.4 15.8
Housing status
OWRNET ..ttt 6.2 20.0 1.0 100.0 20.0 60.0 57.0 10.0 70.0 10.0 54.3
Renter or other ...................... 1.2 10.0 N 15.0 5.5 40.0 10.0 2.0 54.0 1.8 38
Percentile of net worth
Lessthan 25 ...................o. N 2.0 S * 1.1 * 32 1.2 * 1.2 1.4
25-49.9 Lo 2.0 7.0 N * 3.0 9.0 15.0 3.0 13.8 3.0 132
S50-74.9 .o 6.1 15.0 1.2 * 6.0 25.0 48.6 6.5 50.0 10.0 59.6
75-89.9 i 15.5 25.0 2.0 * 20.0 50.0 117.0 15.0 80.0 20.0 215.0
90-100 ..o 46.5 50.0 35 150.0 125.0 264.0 314.0 30.0 180.0 50.0 773.0
MEMO
Mean value of holdings for
families holding asset ............. 26.4 55.6 6.6 574.3 221.1 309.7 145.8 31.3 248.8 50.3 2358

NOTE: See note to table 1.
* Ten or fewer observations.
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period, at 93.9 percent (first half of tables 6.A and
6.B, last column). However, the recent data show
changes for some demographic groups. By income
percentile groups, ownership fell for the first and third
quintiles and rose or stayed the same for other income
groups; by age, an increase appeared only for the
55-t0-64 age group; by family structure, ownership
increased for childless couples and childless single
families headed by a person older than age 55 but
declined for other single families; and by work status,
ownership rose substantially for families headed by a
person who was self-employed or neither working
nor retired. Ownership increased for nonwhite or
Hispanic families and decreased for white non-
Hispanic families. The share of homeowners with
financial assets rose, but the ownership rate fell for
renters.

In contrast to the drop in the overall ratio of
financial assets to total assets over the recent period,
the median holding of financial assets for families
having such assets rose 13.8 percent (second half of
tables 6.A and 6.B, last column), while the mean rose
7.0 percent (memo line). The recent change in the
median did not completely offset the decrease over
the previous three-year period. The more detailed
picture is one of increases in the medians over the
recent period for most demographic groups, including
substantial increases for the lowest two income quin-
tiles and all age groups except the 55-to-64 and
75-or-more categories. Median holdings increased
most markedly for single families with children and
younger childless single families; for families in the
65-t0-75 age group; for families living in the South or
outside of MSAs; and for nonwhite or Hispanic
families. Mean holdings of those with financial assets
generally rose; among the scattered declines, the
largest was a 52.0 percent drop for families in the
other-not-working work-status group (means by
groups are not shown in the tables).

Transaction Accounts and Certificates of Deposit

In 2007, 92.1 percent of families had some type of
transaction account—a category comprising check-
ing, savings, and money market deposit accounts;
money market mutual funds; and call or cash accounts
at brokerages. The increase of 0.8 percentage point in
ownership since 2004 resumed the upward trend seen
in earlier surveys after the ownership rate had re-
mained essentially unchanged over the previous
three-year period. Families that did not have any type
of transaction account in 2007 were disproportion-
ately likely to be in the bottom income quintile group,
to be headed by a person younger than 35, to be
nonwhite or Hispanic, to be headed by a person who

was neither working nor retired, to be renters, or to
have net worth in the bottom quartile. See box
“Decisions about Checking Accounts” for a discus-
sion of the reasons families do or do not have a
checking account. Over the 2004-07 period, transac-
tion account ownership rose noticeably—by 3 to
4 percentage points—for families in South, nonwhite
or Hispanic families, and families headed by a person
who did not graduate from high school or who was
aged 55 to 64.

The slight overall expansion in ownership of trans-
action accounts in the recent three-year period is
reflected in the small changes in the types of transac-
tion accounts held by families. Ownership of check-
ing and savings accounts inched up, while ownership
of money market and call accounts slightly declined
(table 6.1).

6.1.
All families
Type of transaction account 2007 Change, 2004-07
(percent) (percentage points)
Checking .............. ... 89.7 3
Savings ....... . 472 Bl
Money market . ... 20.9 -2
Call 2.1 -4

The savings account category includes a relatively
small number of tax-preferred accounts such as medi-
cal or health savings accounts and Coverdell or 529
education accounts.?! For families with a savings
account, ownership of any of these types of tax-
preferred accounts increased, from 2.5 percent in
2004 to 3.8 percent in 2007. In both of these survey
years, 529 plans accounted for about 80 percent of the
number of tax-preferred savings accounts.

Median holdings in transaction accounts for those
who had such accounts fell 2.4 percent from 2004 to
2007, while the mean fell 11.4 percent. Across demo-
graphic groups, the patterns of changes in the median
are mainly a mixture of substantial increases and
decreases. Median balances rose for the lowest and
highest income groups and the lowest net worth
quartile and fell or was unchanged for the middle
income groups and all the other wealth groups; across
age groups, the median increased substantially for the
less-than-35 and the 65-to-74 age groups and fell or
rose slightly for other families. By family structure,
median balances increased sharply for single families
with children and rose for childless single families
headed by a person aged less than 55, but they fell for
other families. Across work-status groups, median

21. Coverdell savings accounts, formerly known as education
individual retirement accounts, and 529 saving plans are tax-deferred
plans that parents or others may use to save for educational expenses.
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Decisions about Checking Accounts

Between 2004 and 2007, the proportion of families with
any type of transaction account edged up slightly (table 6
in the main text), while the share without a checking
account fell 0.3 percentage point, from 10.6 percent to
10.3 percent (data not shown in the tables). The decline in
the fraction of families without a checking account follows
a longer trend; in 1989, the share was 18.7 percent.l
Among families without a checking account in 2007,
52.7 percent had held such an account in the past,
63.2 percent had incomes in the lowest quintile of that
distribution, 56.3 percent were headed by a person
younger than 45, and 58.3 percent were nonwhite or
Hispanic. The SCF asked all families that did not have a
checking account to give a reason for not having an
account (table A). The most commonly reported reason—

A. Distribution of reasons cited by respondents for
their families’ not having a checking account, by
reason, 1998-2007 surveys

Percent
Reason 1998 ‘ 2001 ‘ 2004 ‘ 2007
Do not write enough checks to
make it worthwhile ............ 284 285 279 187
Minimum balance is too high ..... 8.6 6.5 5.6 7.6
Do not like dealing with banks ...| 18.5 226 226 252
Service charges are too high ...... 11.0 10.2 11.6 12.3
Cannot manage or balance a
checking account .............. 72 6.6 6.8 39
No bank has convenient hours
or location ..................... 1.2 4 1.1 .8
Do not have enough money ....... 12.9 14.0 14.4 10.4
Credit problems .................. 2.7 3.6 2.4 6.6
Do not need or want account ..... 6.3 5.1 52 8.9
3.1 2.3 2.4 5.6
100 100 100 100

given by 25.2 percent of such families—was that the
family did not like dealing with banks. Another 18.7 per-
cent did not write enough checks to make account
ownership worthwhile; this reason had been the most
frequently reported one in each of the earlier years
shown. The proportion reporting they did not have enough
money to make an account worthwhile also declined
notably—from 14.4 percent in 2004 to 10.4 percent in
2007. Another 12.3 percent of families said that service
charges were too high. The SCF showed a sizable increase
in the fraction of families reporting credit problems as a
reason—from 2.4 percent in 2004 to 6.6 percent in 2007;
the fraction of families that cited they did not need or
want an account as a reason also increased substantially,
from 5.2 percent in 2004 to 8.9 percent in 2007.

When attention is further restricted to families that
once had a checking account (data not shown in the

1. For the definition of “‘transaction account,” see the main text. For a
more extensive discussion of the ways that families obtain checking and
credit services, see Jeanne M. Hogarth, Christoslav E. Anguelov, and
Jinkook Lee (2005), “Who Has a Bank Account? Exploring Changes over
Time, 1989-2001,” Journal of Family & Economic Issues, vol. 26
(1), pp. 7-30.

tables), the general pattern of responses is similar to that
for all families without a checking account, but some
differences are evident. For families that once had a
checking account, the proportion reporting that they did
not like banks, found service charges too high, or had
credit problems all rose from 2004. These increases were
offset by decreases in the proportion reporting that they
did not write enough checks, could not manage or balance
a checking account, or did not have enough money for an
account to be worthwhile.

The SCF asked all families with a checking account to
give the most important reason they chose the financial
institution for their main checking account (table B). In

B. Distribution of reasons cited by respondents as the
most important reason for choosing institution for
their main checking account, 1998-2007 surveys

Percent
Reason 1998 ‘ 2001 ‘ 2004 ‘ 2007
Location of their offices .......... 436 428 454 459
Had the lowest fees/minimum
balance requirement ........... 18.4 16.6 16.3 13.7
Able to obtain many services
atoneplace ................... 16.0 16.4 15.3 16.2
Recommended; friend/family
has account there .............. 3.6 4.7 39 4.2

Personal relationship; they
know me; family member

works there ................... 3.9 4.0 35 4.2
Connection through work
or school ..................... 1.4 2.0 35 33

Always done business there;
banked there a long time;

other business there ........... 2.7 2.4 29 3.0
Offered safety and absence

of risk ... 2.1 22 1.9 29
Other convenience; payroll

deduction/direct deposit ....... 1.2 1.3 1.2 1.0
Other .........ocooviiiiiiiin... 7.1 7.5 6.1 6.1

Total ......................... 100 100 100 100

2007, 45.9 percent of families chose the institution for
their main checking account for reasons related to the
location of the offices of the institution.> Another 16.2 per-
cent placed the most importance on the ability to obtain
many services at one place, and 13.7 percent singled out
the importance of obtaining the lowest fees or minimum
balance requirements. Absence of risk was of primary
importance for only a relatively small fraction of families.
Over the 2004-07 period, the most noticeable changes in
these responses were a decrease in the fraction of families
citing reasons related to the lowest fees or minimum
balance requirements and the increase in the fraction
citing reasons related to the safety and absence of risk
offered by the institution.

2. For a discussion of the definition of local banking markets, see
Dean F. Amel, Arthur B. Kennickell, and Kevin B. Moore (2008),
“Banking Market Definition: Evidence from the Survey of Consumer
Finances,” Finance and Economics Discussion Series 2008-35 (Wash-
ington: Board of Governors of the Federal Reserve System, October),
www.federalreserve.gov/pubs/feds/2008/200835/200835pap.pdf.
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balances fell for all groups except the working-for-
someone-else category. Holdings increased for house-
holds headed by a person in a technical, sales, or
service occupation but decreased for the remaining
three occupation groups. Median balances increased
strongly for nonwhite or Hispanic families and fell
somewhat for other families. By region, median
holdings declined substantially for families in the
Northeast and Midwest.

Certificates of deposit (CDs)—interest-bearing de-
posits with a set term—are traditionally viewed as a
low-risk saving vehicle, and they are often used by
persons who desire a safe haven from the volatility of
financial markets. Over the 2004-07 period, the
attractiveness of CDs increased as the interest rates
on them rose. The resulting increase of 3.4 percentage
points in ownership was the largest increase observed
in the SCF since 1989. Over the recent period,
ownership increased among almost all demographic
groups. Increases in ownership were particularly
strong for the top income group, the oldest age group,
retired families, and the next-to-highest net worth
group. The overall median value of holdings of CDs
increased 21.2 percent over the three-year period,
while the mean value decreased 7.6 percent. Consid-
eration of changes in the median across demographic
groups reveals substantial increases for the first and
third income quintiles, the some-college education
group, the other-not-working group, and the other
occupation group. The overall decline in the mean
suggests that balances on most new accounts tended
to be moderate.

Savings Bonds and Other Bonds

Savings bonds are owned disproportionately by fami-
lies in the highest 40 percent of the income distribu-
tion and by families in the top half of the distribution
of net worth. Over the 2004—07 period, the ownership
of savings bonds declined 2.7 percentage points, to
14.9 percent overall, and it fell for virtually all
demographic groups. Median holdings fell 9.1 per-
cent, but the mean rose 4.8 percent.

Other bond types tend to be very narrowly held,
and the ownership rate fell to 1.6 percent in 2007, a
drop of 0.2 percentage point from 2004.22 Although
the ownership rate for such bonds fell only slightly,
changes in the types of bonds held by families were
somewhat larger and were driven mainly by a decline

22. “Other bonds” as reported in the survey are held directly and
include corporate and mortgage-backed bonds; federal, state, and local
government bonds; and foreign bonds. In this article, financial assets
held indirectly are those held in retirement accounts or in other
managed assets.

in the fraction of families owning bonds of multiple
types. The proportion of families that owned govern-
ment bills and bonds, mortgage-backed bonds, and
corporate or foreign bonds fell in the recent period,
while ownership of tax-exempt bonds was unchanged
(table 6.2).

6.2.
All families
Type of bond 2007 Change, 200407
(percent) (percentage points)
Government ................. 4 -1
Tax exempt ................. 1.0 T
Mortgage backed ............ 3 -1
Corporate or foreign ......... 4 -4

7 Less than 0.05 percent.

Ownership of any type of bond is concentrated
among the highest tiers of the income and wealth
distributions, and these groups saw little change in
ownership from 2004 to 2007. The median value of
bonds for families that had them rose 12.0 percent,
while the mean fell 4.4 percent.

Publicly Traded Stock

The direct ownership of publicly traded stocks is
more widespread than the direct ownership of bonds,
but, as with bonds, it is also concentrated among
high-income and high-wealth families. The share of
families with any such stock holdings declined 2.8 per-
centage points from 2004 to 2007, to 17.9 percent,
thereby continuing a decline observed over the previ-
ous three-year period. Across demographic groups,
the recent decline was most marked for the highest
decile of the income distribution, families headed by
a person who was aged 55 to 74 or who was
self-employed, families in the Northeast or the Mid-
west, and families in the top quartile of the net worth
distribution.

The major stock price indexes increased about
30 percent over the 2004—07 period; at the same time,
the median amount of directly held stock for families
with such assets rose 3.0 percent, and the mean
climbed 25.6 percent. The median value declined for
many demographic groups but rose substantially for
the two family-structure groups with children and for
the self-employed. The mean amount of directly held
stock increased across most demographic groups
(data not shown in the tables).

The great majority of families with directly held
stock owned stock in only a small number of compa-
nies. Over the three-year period, the share of families
owning stock in only one company increased
(table 6.3).
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6.3. 6.4.
Number of Families with directly held stocks Type of pooled All families
directly held stocks 2007 Change, 2004-07 investment fund 2007 Change, 2004707
(percent) (percentage points) (percent) (percentage points)
I 36.4 1.8 Stock ... 10.2 32
2009 o 47.6 -1 Tax-free bond ............... 2.1 -8
I0ormore .................. 16.0 -1.7 Government bond ........... 1.2 .1
Otherbond .................. 1.0 -5
Combination ................ 1.4 -1.3
Other ....................... 5 -2

For 36.1 percent of stockowners in 2007, at least
one of the companies in which they owned stock was
one that employed, or had employed, the family head
or that person’s spouse or partner. Ownership of stock
in a foreign company was less common; only 15.8 per-
cent of stockholders had this type of stock (data not
shown in the tables). The 2004 data show a similar
pattern.

Pooled Investment Funds

Pooled investment funds are among the least com-
monly held of the specific financial assets shown in
table 6.23 As was the case for directly held bonds and
stocks from 2004 to 2007, direct ownership of pooled
investment funds fell—a decline of 3.6 percentage
points, to 11.4 percent of families in 2007. Ownership
of pooled investment funds declined for almost every
demographic group over the three-year period. Both
the overall change and the changes for demographic
groups continue the pattern observed in the previous
three-year period.

The survey also collects information on the differ-
ent types of pooled investment funds owned by
families. Ownership shifted over the recent period to
stock funds from most other types of funds; the
residual “‘other” category, which consists almost
entirely of hedge funds and exchange-traded funds,
decreased slightly (table 6.4).

Among families owning pooled investment funds,
the value of holdings has continued an increase seen
over the preceding decade; in the recent three-year
period, the median holding rose 26.1 percent, and the
mean rose 53.3 percent. Median and mean values
increased across almost every demographic group,
evidence that the decrease in ownership was concen-
trated among families with small account balances
(data not shown in the tables).

23. In this article, pooled investment funds exclude money market
mutual funds and indirectly held mutual funds and include all other
types of directly held pooled investment funds, such as traditional
open-end and closed-end mutual funds, real estate investment trusts,
and hedge funds.

Retirement Accounts

Ownership of tax-deferred retirement assets such as
personally established individual retirement accounts
(IRAs) or job-based 401(k) accounts tends to increase
with families’ income and net worth.>* For several
reasons, ownership is also more likely among fami-
lies headed by a person less than 65 years of age than
among the older groups. First, even though retirement
accounts have been in existence for more than 25
years, they may not have become common until
relatively late in the careers of many persons in the
older groups. Second, beginning in the year that a
person reaches age 59'%, funds held by that person in
retirement accounts may be withdrawn without pen-
alty, and some in the two oldest age groups may have
already done so. Third, families may have used funds
from retirement accounts accumulated from previous
employment to purchase an annuity at retirement;
annuities are treated in the SCF as a separate type of
managed asset.

From 2004 to 2007, the fraction of families with
retirement accounts rose 2.9 percentage points, to
52.6 percent; the increase offset most of the 3.0 per-
centage point decrease over the preceding three years.
In the recent period, the fraction of families that had
some type of account plan associated with a current
or past job or that held an IRA or Keogh account

24. Tax-deferred retirement accounts consist of IRAs, Keogh
accounts, and certain employer-sponsored accounts. Employer-
sponsored accounts consist of 401(k), 403(b), and thrift savings
accounts from current or past jobs; other current job plans from which
loans or withdrawals can be made; and accounts from past jobs from
which the family expects to receive the account balance in the future.
This definition of employer-sponsored plans is intended to confine the
analysis to accounts that are portable across jobs and for which
families will ultimately have the option to withdraw the balance.

IRAs and Keoghs may be invested in virtually any asset, including
stocks, bonds, pooled investment funds, options, and real estate. In
principle, employer-sponsored plans may be invested in a similarly
broad way, but, in practice, a person’s choices for investment are
sometimes limited to a narrower set of assets.
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increased, and the fraction that had at least one
account of each type rose as well (table 6.5).

6.5.
All families
Type of retirement account 2007 Change, 2004-07
(percent) (percentage points)

Account plan from current

or past job ................ 38.0 2.0
Individual retirement account

or Keogh ................. 30.6 1.6
MEMO
Both types ............... ... 143 1.8

Over the 2004-07 period, ownership increased for
nearly all groups. Substantial increases were reported
for families in the 45-to-54 and 65-to-74 age groups,
nonwhite or Hispanic families, families living in the
South, and families in the technical, sales, or services
occupation group.

In a continuation of the trend over the preceding
decade, holdings in retirement accounts increased
markedly in the 2004—07 period; for families having
retirement accounts, the median rose 16.3 percent,
and the mean rose 9.5 percent. Gains also appeared in
the median holdings of most demographic groups
over the recent period; some of the largest increases
were for families in the middle of the income and
wealth distributions, families in the high-school-
diploma and some-college education groups, single
families with children, nonwhite or Hispanic families,
the self-employed work-status group, families in the
South and West, and families residing in non-MSA
areas.

Although tax-deferred retirement assets are clearly
an important element in retirement planning, families
may hold a variety of other assets that are intended, at
least in part, to finance retirement. Such other assets
might also be used for contingencies as necessary.
Similarly, a need for liquidity might drive a family to
liquidate or borrow against a tax-deferred retirement
asset, even if it will be assessed a penalty for doing
S0.

Two common and often particularly important
types of retirement plans are not included in the assets
described in this section: Social Security (the feder-
ally funded Old-Age and Survivors’ Insurance pro-
gram, or OASI) and employer-sponsored defined-
benefit plans. OASI is well described elsewhere, and
it covers the great majority of the population.?> The
retirement income provided by defined-benefit plans

25. For a detailed description of OASI, see Social Security Admin-
istration, “Online Social Security Handbook,” Publication 65-008,
www.ssa.gov/OP_Home/handbook/ssa-hbk.htm.

is typically based on workers’ salaries and years of
work with an employer, a group of employers, or a
union. Unfortunately, future income streams from
OASI and defined-benefit plans cannot be translated
directly into a current value because valuation de-
pends critically on assumptions about future events
and conditions—work decisions, earnings, inflation
rates, discount rates, mortality, and so on—and no
widely agreed-upon standards exist for making these
assumptions.?®

However, the SCF does contain substantial infor-
mation for family heads and their spouse or partner
regarding any defined-benefit plans or other types of
plans with some kind of account feature to which they
have rights from a current or past job.?’” In 2007,
57.7 percent of families had rights to some type of
plan other than OASI through the current or past
work of either the family head or that person’s spouse
or partner, a level nearly the same as in 2004. For this
group of families, the fraction with a standard defined-
benefit plan with an annuity payout scheme declined
over the recent period, while the fraction with a plan
with at least some account feature and the fraction
that had both types of plans increased (table 6.6).

6.6.
Families with any pension plan
Type of pension plan 2007 Change, 2004-07
(percent) (percentage points)
Defined benefit .............. 55.8 -1.6
Account plan ................ 65.8 3.3
MEMmO
Both types .................. 21.6 1.8

In many pension plans with account features, con-
tributions may be made by the employer, the worker,
or both. In some cases, these contributions represent a
substantial amount of saving, though workers may
offset this saving by reducing their saving in other
forms. An employer’s contributions also represent
additional income for the worker. In 2007, 87.1 per-
cent of families with an account plan on a current job

26. For one possible calculation of net worth that includes the
annuity value of payments from defined-benefit pensions and OASI,
see Arthur B. Kennickell and Annika E. Sundén (1997), “Pensions,
Social Security, and the Distribution of Wealth,”” Finance and Econom-
ics Discussion Series 1997-55 (Washington: Board of Governors of
the Federal Reserve System, October), www.federalreserve.gov/ pubs/
feds/1997/index.html.

27. The definition of account plan used here differs slightly from
that used in computing the survey wealth measure, which includes
account balances only if the family has the ability to make withdrawals
from, or borrow against, the account. Here the only criterion used in
classification is whether any account balance exists. For example, a
defined-benefit plan with a portable cash option, which would allow
the covered worker to receive a lump sum in lieu of regular payments
in retirement, would be treated as an account plan here.
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of either the family head or that person’s spouse or
partner had an employer that made contributions to
the plan, a decline of 1.6 percentage points from
2004. In 2007, 91.4 percent of families with such
plans made contributions themselves, an increase of
2.1 percentage points from 2004. The median annual
contribution by employers who contributed to such
accounts was $2,200 in 2007, and the median contri-
bution by families that contributed was $2,500; both
amounts fell slightly from 2004 levels (data not
shown in the tables).

The eligibility of working heads of families to
participate in any type of job-related pension rose
from 54.8 percent in 2004 to 55.9 percent in 2007; it
had declined 2.4 percentage points over the preceding
three years (data not shown in the tables). Participa-
tion by eligible workers is usually voluntary. In 2007,
83.8 percent of family heads who were eligible to
participate elected to do so, down slightly from
84.1 percent in 2004.2% The choice to participate
appears to be related strongly to income. In 2007, the
fraction of eligible family heads declining to partici-
pate fell as income rose, and this general pattern was
not substantially altered from 2004 (table 6.7).

6.7.

Families headed by a person who
was eligible for a work-related
retirement plan on a current job and
who declined to participate

2007 Change, 2004-07

Percentile of income

(percent) (percentage points)
Less than 20 ................ 54.3 3.7
20-39.9 ..o 28.1 -1.6
40-59.9 ..o 18.5 3
60-79.9 ... 10.5 -1.5
80-89.9 ... 10.9 2.0
90-100 .....eviiiiiii 6.5 1.5

Cash Value Life Insurance

Cash value life insurance combines an investment
vehicle with insurance coverage in the form of a
death benefit.?? Some cash value life insurance poli-
cies offer a high degree of choice in the way the

28. An analysis of the March Current Population Survey (CPS)
with a definition of family head that is closest to that in this article
shows an opposite trend in pension eligibility for employed family
heads, but that trend is at a similar level as in the SCF. The CPS
eligibility estimate for family heads with a job in the past year was
57.8 percent in 2004 and 53.9 percent in 2007. Differences in the
definition of the relevant employment may explain some of the
difference in the levels in the two surveys. Unlike the SCF, the CPS
shows a small increase in the uptake rate for such eligible workers—
from 83.0 percent in 2004 to 83.3 percent in 2007.

29. The survey measures the value of such policies according to
their current cash value, not their death benefit. The cash value is
included as an asset in this article only when the cash value at the time
of the interview was nonzero.

policy payments are invested. Investment returns on
such policies are typically shielded from taxation
until the money is withdrawn; if the funds remain
untapped until the policyholder dies, the beneficiary
of the policy may receive, tax-free, the death benefit
or the cash value, whichever is greater. In contrast,
term insurance, the other popular type of life insur-
ance, offers only a death benefit. One attraction of
cash value policies for some people is that they
promote regular saving funded through the required
policy premium.

Ownership of cash value life insurance is broadly
spread across demographic groups, with a tendency
toward increasing rates among families with higher
levels of income and net worth and those with older
family heads. Ownership of cash value policies over
the 2004—07 period continued a declining trend,
decreasing 1.2 percentage points, to 23.0 percent of
families in 2007. The decline was shared by most
demographic groups. Over the three-year period,
ownership of any type of life insurance, cash value or
term, also fell slightly—from 65.4 percent in 2004 to
64.9 percent in 2007 (data not shown in the tables).
Of those families with some type of life insurance, the
proportion with term policies was about unchanged,
while the proportion with cash value policies fell;
these changes are similar to trends in the earlier
surveys.

After declining over the previous three-year period,
the median value of cash value life insurance for
families that had any such insurance rose 21.2 percent
between 2004 and 2007, and the mean rose 23.7 per-
cent. The median showed increases across most
demographic groups, although it declined consider-
ably for families in the other-not-working work-status
category, renter families, and families in the second
quartile of the wealth distribution.

Other Managed Assets

Ownership of other managed assets—personal annu-
ities and trusts with an equity interest and managed
investment accounts—is concentrated among fami-
lies with higher levels of income and wealth and
among families headed by a person who is aged 55 or
older or who is retired.?® Ownership of these assets

30. Annuities may be those in which the family has an equity
interest in the asset or in which the family possesses an entitlement
only to a stream of income. The wealth figures in this article include
only the annuities in which the family has an equity interest. In 2007,
5.5 percent of families reported having any type of annuity, and of
these families, 81.0 percent reported having an equity interest. The
trusts or managed investment accounts included in other managed
assets are those in which families have an equity interest and for which
component parts were not separately reported. Typically, such accounts
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declined 1.5 percentage points between 2004 and
2007 after a small increase over the previous three
years. Ownership fell in the recent three-year period
for almost every demographic group, with the largest
declines for families in the Midwest and for the
next-to-highest income and net worth groups. Across
all families, the fraction with an annuity declined over
the period, and the fraction with a trust or managed
investment account inched up, while the fraction with
both categories of managed assets was essentially
unchanged (table 6.8).

6.8.
All families
Type of other managed asset 2007 Change, 2004-07
(percent) (percentage points)

Annuity ... 45 -1.4
Trust or managed investment

account ................... 1.7 1
MEMO
Both types .................. 3 F

7 Less than 0.05 percent.

Between 2004 and 2007, the median value of other
managed assets for families that had such assets
increased 41.7 percent, an increase that offset the
decline in the preceding three-year period. Over the
more recent period, the corresponding mean value
increased 9.4 percent. Median holdings rose for many
demographic groups; noticeable exceptions were fami-
lies in the top two income deciles and families headed
by a person who was working for someone else or
who was working in a technical, sales, or service job
or a job in the other-occupation category. The rise in
the median value reflects substantial increases in
annuities and modest increases in trusts or managed
investment accounts. For families with an equity
interest in an annuity, the median holding rose
23.1 percent, to $50,000 in 2007; for families with a
trust or managed investment account as defined in

are those in which the ownership is complicated or the management is
undertaken by a professional. In 2007, 84.8 percent of families with
trusts or managed investment accounts had an equity interest in such
an account.

The survey encourages respondents who have trusts or managed
investment accounts that are held in relatively common investments to
report the components. Of the 3.8 percent of families that reported
having any kind of trust or managed investment account in 2007,
47.1 percent of them reported at least one of the component assets
separately. Of families that detailed the components in 2007, 84.8 per-
cent reported some type of financial asset, 19.0 percent reported a
primary residence, 15.3 percent reported other real estate, 15.3 percent
reported a business, and 2.9 percent reported another type of asset
(data not shown in the tables). The fraction of these families reporting
the primary residence as a trust component increased 8.0 percentage
points between 2004 and 2007, and the fraction reporting a business
increased 11.7 percentage points; the fraction reporting other real
estate or another type of asset was little changed.

this article, the median holding rose 9.1 percent, to
$120,000 (data not shown in the tables).

As noted in the discussion of retirement accounts,
some families use settlements from retirement ac-
counts to purchase an annuity. In 2007, 30.4 percent
of families with annuities had done so (data not
shown in the tables). Of these families, 71.7 percent
had an equity interest in their annuities.

Other Financial Assets

Ownership of other financial assets—a heterogeneous
category including oil and gas leases, futures con-
tracts, royalties, proceeds from lawsuits or estates in
settlement, and loans made to others—fell 0.7 per-
centage point between 2004 and 2007, to 9.3 percent.
Ownership of such assets tends to be more common
among higher income and wealth groups, younger
age groups, and families headed by a person who is
