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= Household financial fragility was more widespread
before the recession than we realized.
» Many families were heavily exposed to house-price declines.

» Heavy debt burdens amplified income (job-market) and
housing shocks.

» Young, less-educated and families of color—already poor—
suffered the greatest wealth losses in percentage terms.
= Rebuilding households’ financial strength will be
slow—especially among vulnerable groups.

» Many families have riskier balance sheets now than before
the housing boom—more housing exposure, more debt.

» Slow economic growth will hamper saving and wealth
accumulation.

» Many forces make vulnerable families financially fragile.
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RLNELS What the Recession Shows: Economic
i%; Vulnerability Predicts Financial Fragility
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= Families with certain demographic characteristics
are more vulnerable to economic disruptions.
» Young
» Less-educated
» Families of color

= We didn’t fully realize how financially fragile these
families had become.

= |Income and wealth gaps between vulnerable
families and stronger families have increased
significantly.

= Qur goal: Help economically vulnerable families

become less financially fragile. H
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Rebuilding Household Financial
Stability Will Be Slow
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= Many vulnerable families have riskier balance
sheets now than before the housing boom.
» Liquid assets
» Housing
> Debt

= Slow economic growth will hamper saving and
wealth accumulation.

= Many forces are working against weak families.
» Homeownership preferences
» The “debt culture”

» Downward pressure on incomes
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RLNELS In Sum: What We*ve Learned About
Ev: Household Financial Stability

= The most economically vulnerable families had
become very financially fragile before the recession.

= Many of these families suffered greatly and many
remain very fragile.

= Asmaller and slower-growing economy than we

expected will make rebuilding harder for the
weakest families.
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The Demographics of Wealth:
An Essay Series

= www.stlouisfed.org/household-
financial-stability/the-

demographics-of-wealth

= Part 1: Race, Ethnicity
and Wealth (Feb. 2015).
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An Essay Series

= www.stlouisfed.org/household-
financial-stability/the-

demographics-of-wealth

= Part 1: Race, Ethnicity
and Wealth (Feb. 2015).

= Part 2: Education and
Wealth (May 2015).

= Part 3: Age, Birth Year
and Wealth (July 2015).
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Center for Household Financial Stability
www.stlouisfed.org/household-financial-stability

In the Balance articles
www.stlouisfed.org/publications/in-the-balance

Demographics of Wealth series
www.stlouisfed.org/household-financial-stability/the-demographics-

of-wealth
Center for
HOUSEHOLD
N FINANCIAL
STABILITY"®

Researching Family Balance Sheets to Strengthen
Families and the Economy | stlouisfed.org/hfs
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