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Why Savings and Wealth Matter
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The wealth gap is much larger
than the income gap and may be
more consequential.

Wealth is key to financial
stability and economic mobility:

= When a negative family event
occurs, asset-poor families are
2-3 times more likely to
experience material hardship
than non-asset-poor families
(McKernan et al., 2009).

= Financial capital is among the
three strongest predictors of
upward economic mobility
(Butler et al. 2008).

= Net worth is the key driver of
opportunity from one

generation to the next (Conley,
2009).
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Age/Birth Year, Education, and Race/Ethnicity:
Strong Predictors of Family Wealth

(Emmons and Noeth, 2015. The Demographics of Wealth, Federal Reserve Bank of St. Louis)
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Three Surprising Facts

1. Tax breaks to build savings and wealth, which total nearly
5400 billion per year, offer the fewest benefits to those with

the greatest need. (Harris et al., 2014; Levin et al., 2014; Congressional Budget Office,
2013)

2. In experiments, even very poor families have accumulated
savings and wealth, due primarily to access to well-structured

products, programs, and policies. (Grinstein-Weiss et al., 2014b; Schreiner
and Sherraden, 2006; Sherraden and Barr, 2005)

3. Small amounts of savings and wealth at the right moments

can have a relatively large impact on the life course. (Huang et al.,
2014; Grinstein-Weiss et al., 2014a; Elliott et al., 2013; Shanks, 2007)
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Promising ldeas

How to save? Communities are
coming together to make savings
easier, automatic, and regular.

Save for what?

Emergencies; first and
foremost, families need
liquidity

Paying down debts that do
not lead to productive assets

College and retirement

A home, but as a capstone for
those who are financially
stable
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When to save? Capture the
savings “moment” when...

A child is born/enters school
(Maine; Nevada; San
Francisco; St. Louis/
Normandy Schools)

Starting a job (myRA)

Paying taxes (“Refund to
Savings” experiment)

Spending, or repaying debts
Renting or buying a home

For additional information:
stlouisfed.org/hfs

STLOUISFED.ORG



References

. Boshara, Ray; and William R. Emmons. 2013. “After the Fall: Rebuilding Family Balance Sheets, Rebuilding the Economy.” Federal Reserve
Bank of St. Louis 2012 Annual Report, (May), pp. 4-15.

. Butler, Stuart M.; William W. Beach; and Paul L. Winfree. 2008. “Pathways to Economic Mobility: Key Indicators.” Washington, D.C.: Pew
Charitable Trusts Economic Mobility Project.

. Congressional Budget Office (CBO). 2013. “The Distribution of Major Tax Expenditures in the Individual Income Tax System.” Washington,
DC: CBO.

. Conley, Dalton. 2009. “Savings, Responsibility, and Opportunity in America.” Policy Paper, Washington, DC: New America Foundation.

. Elliott, William; llsung Nam; Hyun-a Song. 2013. “Small-Dollar Accounts, Children's College Outcomes, and Wilt.” Children and Youth
Services Review, 35(3), pp. 535-47.

. Emmons, William R.; and Bryan J. Noeth. 2015. “The Demographics of Wealth.” Federal Reserve Bank of St. Louis Report, Forthcoming.

. Emmons, William R.; and Bryan J. Noeth. 2013. “Economic Vulnerability and Financial Fragility.” Federal Reserve Bank of St. Louis Review,
95(5), pp. 361-88.
. Grinstein-Weiss, Michal; Trina R. Williams Shanks; and Sondra G. Beverly. 2014a. “Family Assets and Child Outcomes: Current Evidence and

Future Directions Family Assets and Children.” The Future of Children, 24(1), pp. 147-170.

. Grinstein-Weiss, Michal; Krista Comer; Blair Russell; Clinton Key; Diana C. Perantie; and Dan Ariely. 2014b. “Refund to Savings: 2013
Evidence of Tax-Time Saving in a National Randomized Trial.” CSD Research Report 14-03, St. Louis: Washington University Center for Social
Development.

. Harris, Benjamin; C. Eugene Steuerle; Signe-Mary McKernan; Caleb Quakenbush; and Caroline Ratcliffe. 2014. “Tax Subsidies for Asset
Development An Overview and Distributional Analysis.” Washington, DC: Urban Institute.

. Huang, Jin; Michael Sherraden; Youngmi Kim; and Margaret Clancy. 2014. “Effects of Child Development Accounts on Early Social-
Emotional Development: An Experimental Test.” JAMA Pediatrics, 168(3), pp. 265-71.

. Levin, Ezra; Jeremy Greer; and Ida Rademacher. 2014. “From Upside Down to Rightside Up: Redeploying $540 Billion in Federal Spending to
Help All Families Save, Invest, and Build Wealth.” Washington, DC: Corporation for Enterprise Development.

. McKernan, Signe-Mary; Caroline Ratcliffe; and Katie Vinopal. 2009. “Do Assets Help Families Cope with Adverse Events?” Brief 10.
Washington DC: The Urban Institute, November.

. Schreiner, Mark; and Michael Sherraden. 2007. Can the Poor Save? Saving and Asset Building in Individual Development Accounts. New
Brunswick, NJ: Transaction.

. Sherraden, Michael; and Michael S. Barr. 2005. “Institutions and Inclusion in Saving Policy.” In Building Assets, Building Wealth: Creating
Wealth in Low-Income Communities, edited by Nicolas P. Retsinas and Eric S. Belsky, pp. 286-315. Washington DC: Brookings Press.

. Shanks, Trina R. Williams. 2007. “The Impacts of Household Wealth on Child Development.” Journal of Poverty ,11 (2007), pp. 93—-116, doi:
10.1300/J134v11n02_05.

. Shapiro, Thomas M. 2004. The Hidden Cost of Being African American: How Wealth Perpetuates Inequality. New York: Oxford University
Press.

FEDERAL RESERVE BANEK of ST. LOUIS | CENTRAL TO AMERICA'S ECONOMY® STLOUISFED.ORG




	Family Wealth and Economic Mobility:�Facts, Surprises, and Promising Ideas��Remarks before the Ferguson Commission�February 23, 2015��Ray Boshara*�Senior Advisor; Director, Center for Household Financial Stability�Federal Reserve Bank of St. Louis�stlouisfed.org/hfs��*The views expressed are the views of the presenter and do not necessarily represent the official positions of the Federal Reserve Bank of St. Louis or the Federal Reserve System.���� 
	Why Savings and Wealth Matter
	Age/Birth Year, Education, and Race/Ethnicity: �Strong Predictors of Family Wealth�(Emmons and Noeth, 2015. The Demographics of Wealth, Federal Reserve Bank of St. Louis)
	Three Surprising Facts
	Promising Ideas
	References	

