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= What are the “demographics of wealth?”

= Three demographic factors that affect your wealth:
» When you were born

» How much education you have
» Your race or ethnicity

= How demographics are related to wealth.
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= How we define wealth
» Wealth = Net Worth
» Net Worth = Assets — Liabilities

Assets = Tangible assets + Financial assets + Business assets
Liabilities = Mortgage debt + Non-mortgage debt

» We adjust all wealth figures for inflation to make them
comparable to 2013.

» Data: Federal Reserve’s Survey of Consumer Finances.

= What we mean by the “demographics of wealth™

» How do key aspects of your identity that you cannot
choose or change influence your financial choices and
opportunities and how much wealth you accumulate?
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= When you were born
» Your generation (Greatest, Silent, Baby Boom, Gen X, Gen Y)
» Your age when we observe you in the data (“life-cycle effect”)

= Your highest level of completed education Education is:
» Less than a high-school diploma
»Chosen early;

» Ahigh-school diploma, GED or vocational training| ynchanging
» A two- or four-year college degree later in life.

» A post-graduate or professional degree "/A proxy for :
o SOCIO-economicC
= Your race or ethnicity status.
» Non-Hispanic white
» Non-Hispanic black
» Hispanic of any race A

» Non-Hispanic Asian (and groups such as Native Americans)
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= We define risky balance sheets as having:
»> A low level of liquid assets

» High concentration of your assets in a house, cars or other
“things”

o This is the same thing as saying, “Low concentration in
financial assets, like mutual funds, and business assets.”
» High level of debt (compared to assets or income)
= Groups of families or individuals that we find are

most likely to have risky balance sheets are:
» Young

» Less-educated
» Black or Hispanic

= These groups also have the lowest wealth.



T Tl A Proxy for Risky Balance Sheets:

T w
e " High Real-Estate Share in Total Asset
- *z 10 eal-eStale ale INn 10tal ASSets
- )
o g
1. LO
Figure 6 Figure 7
Residential Real Estate Portfolio Shares Among Whites, Asians, and Other Residential Real Estate Portfolio Shares Among Blacks and Hispanics (2007)
Mon-Disadvantaged Minorities (2007)
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Source: William R. Emmons and Bryan J. Noeth, “Economic Vulnerability and
Financial Fragility,” Federal Reserve Bank of St. Louis Review, Vol. 95,
No. 5, Sept.-Oct. 2013, pp. 361-88,
https://research.stlouisfed.org/publications/review/13/09/Emmons.pdf.
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Perspectives on Household Balance Sheets

Why Didn’t Higher Education Protect

Hispanic and Black

William R. Emmeons and Bryan J. Noeth

ollege-cducated families usually carn
C significantly higher incomes and
accumulate more wealth than families
headed by someone who does not have a
four-year college degree. The income- and
wealth-boosting effects of education apply
within all radal and ethnic groups. Higher
education may also help “protect” wealth,
buffering families against major economic
and finandial shocks and mitigating adverse
long-term trends. Based on two decades
of detailed wealth data, we conclude that
education does not. however, protect

the wealth of all racial and ethnic groups
equally.
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Median Family Income in 2013

Wealth?

Compared to their less-cducated coun-
terparts, typical white and Asian families
with four-year college degrees withstood

the recent recession much better and have
accumulated much more wealth over the

longer term. Hispanic and black familics
headed by someone with a four-year col-
lege degree, on the other hand, typically
fared significantly worse than Hispanic

and black families without college degrees.

This was true both during the recent
turbulent period (2007-2013) as well as

during a two-decade span ending in 2013

{the most recent data available)
Why didn't higher education protect
Hispanic and black family wealth from

cither shori-term turbulence or long-term
(continued on Page 2)

Median College Income

et oo SoMupleor e
Al Families $87.250 536523 24
‘White $94.1351 541474 23
Asian $92531 $32868 28
Hispanic $68379 330,436 22
Black s52147 $26 581 20
Median Family Net Worth in 2013
FoutemCollege  MonColegs "L LCIIL G
Neon-College Net Worth
All Families $273536 $43835 63
‘White $359.928 $80,692 as
Asian $250.637 525,612 98
Hispanic $49.606 $12760 41
Black 532780 $9,006 16

‘SOURCE FOR BOTH TABLES: Survey of Consumer Finances

CENTRAL TO AMERICA'S ECONOMY
)

Center for

HOUSEHOLD
FINANCIAL
STABILITY

Researching Family Ealance Sheets 1o Strengthen
Families and the Fzonomy | stlauisfed.org/hfs

The Center for Household Financlal
Stabllity at the Federal Reserve Bank

of St. Louls focuses on ramily balance
sheets. The Center's researchers study the
determinants of healthy family balance
sheets, their links to the broader economy
and new ideas to improve them. The
(Center's original research, publications.
and public events support researchers,
practitioners and policy-makers seeking to
rebuild and strengthen the balance sheets
of all American households, but espedally
those harmed by recent economic and
financial shocks. For more information,
see the web site at wwwstiouisred org/hrs.

= ITB 12: “Why Didn’t
Higher Education Protect
Hispanic and Black
Wealth?” (Aug. 2015)

» The relative importance of
iIncome vs. portfolios

» Short-term vs. long-term
trends

= www.stlouisfed.org/~/media/Public
ations/In%20the%20Balance/Imag
es/lssue 12/ITB August 2015.pdf
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Demographic
variable

Age

Birth year

Educational
attainment

Race or
ethnicity

Summary of Results: How Are Demographics

Related to Wealth Accumulation?

Average effect ceteris
paribus, 1989-2013

Evidence: Wealth regression

W increases at a
decreasing rate.

Increases until about 1940,
then decreases until 1970.

Virtually no wealth

accumulation w/out college.

White > Asian >
Black = Hispanic

Changes between 1989

and 2013

Evidence: Charts below

W increased for 62+,
decreased for < 62.

Appears to be a robust
finding across samples.

W increased for college
grads, decreased o/wise.

B & H increased rapidly
until 2004, then crashed:;
W & A more moderate.

11
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Estimated Effect of Age on Standardized Wealth
300

/ -

250
Wealth at

age 20 / This result
equals 100 | 5pq controls for:
= Education

» Race/
150 ethnicity
= Birth year

= Family
structure

+00 = Health

= Financial
health

50

20 30 40 50 60 70 80 90 100
Age of family head 12
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Wealth per $100 Owned by A Family Headed By Someone
Born 1938-42
120
Benchmark group
b -
Dollars 100 orn 195642 —_ .
This result
controls for:
80 . Age
= Education
60 * Race/
ethnicity
= Family
40 structure
= Health
* Financial
20 health
0

Year of birth of family head 13




Dollars

Regression Evidence: Average Relationship
Between Education and Wealth

100

90

80

70

60

50

40

30

20

10

Wealth Per $100 Owned By A College Graduate

11.7
5.3
] -~
College grad Some college, no High-school grad High-school drop-out

degree

This result
controls for:

= Age

= Race/
ethnicity

= Birth year

= Family
structure

= Health

= Financial
health

14
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Wealth Per $100 Owned By A White Family
100
90
Dollars 80 .
This result
20 controls for:
60 : égﬁcation
= Birth year
50 = Family
o e
= Financial
30 health
22.0
20
) Bl
0
White Asian Hispanic Black 15
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Median Real Net Worth By Age of Family Head
300,000
250,000
2013 dollars
200,000

150,000 /\"\

/ \ —+—1989
100,000

50,000 //

0 I I I I I I I 1
17-29 30-39 40-49 50-59 60-69 70-79 80-89 90+
Age of family head at time of survey 16

Source: Federal Reserve Board, Survey of Consumer Finances



Changes in the Age Distribution
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300,000
250,000
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200,000
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50,000

Median Real Net Worth By Age of Family Head
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17-29 30-39 40-49 50-59 60-69 70-79  80-89
Age of family head at time of survey

90+

-+—1989
-3-1992

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth By Age of Family Head
300,000
250,000
2013 dollars
200,000
—+—1989
150,000 ~— 1992
/ —+-1995
100,000 h_,__.-—-""
50,000 /
- I I I I T T I
17-29  30-39  40-49 50-59 60-69 70-79  80-89 90+
Age of family head at time of survey 18

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth By Age of Family Head
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Age of family head at time of survey

90+

——1989
-=-1992
=4=1995
==1998

Source: Federal Reserve Board, Survey of Consumer Finances
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Changes in the Age Distribution
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Median Real Net Worth By Age of Family Head
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Age of family head at time of survey

90+
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Source: Federal Reserve Board, Survey of Consumer Finances
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Changes in the Age Distribution
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Source: Federal Reserve Board, Survey of Consumer Finances
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Changes in the Age Distribution
of Wealth, 1989-2013
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Changes in the Age Distribution
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Source: Federal Reserve Board, Survey of Consumer Finances
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RLNELS Only Age Groups 60+ Have Higher
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Median Real Net Worth By Age of Family Head

300,000

2013 dollars Change betweer17zﬂ \// Change between

1989 and 2007 - 2007 and 2013

200,000

/\\_’/_\ ——1989
150,000 -=-2007
/ \ 2013

100,000 //

50,000

17-29 30-39 40-49 50-59 60-69 70-79  80-89 90+
Age of family head at time of survey

25

Source: Federal Reserve Board, Survey of Consumer Finances



RLNELS All Age Groups 60+ Are Richer Now;
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Change in Median Net Worth From 1989 to 2013
100
80
Percent 60
40
) I I
0 1 | | 1 | | 1 |
-20 l
_40
-60
17-29 30-39 40-49 50-59 60-69 70-79 80-89 90+ (from
1992)
Age of family head at time of survey 26

Source: Federal Reserve Board, Survey of Consumer Finances
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£00.000 Median Real Net Worth by Educational Attainment of Family Head

500}000 //\
2013 dollars \ —+—Graduate or

professional degree

400,000

-#-Associate's or
\ Bachelor's degree
300,000

N——~"

High-school diploma
)__A or GED
200,000
\ —=|ess than high school

100,000

Note: these figures
include all families. ~— W
Some of our recent

work covers only - T T T T T T T T ]
families headed by

comeone 40 or older. 1989 1992 1995 1998 2001 2004 2007 2010 2013

Source: Federal Reserve Board, Survey of Consumer Finances
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R Only College-Graduate Medians
%?E Are Higher Now Than in 1989
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Median Real Net Worth by Educational Attainment of Family Head
200

Bachelor's degree

Index levels —+—Graduate or
. 150 A, .
equal 100 in professional degree
1989
—m-Associate's or

100

High-school diploma
or GED

—=|ess than high school

50 \‘(

Note: these figures
include all families.
Some of our recent
work covers only

families headed by - ' f T T T T T T 1 28

someone 40 or older. 1989 1992 1995 1998 2001 2004 2007 2010 2013
Source: Federal Reserve Board, Survey of Consumer Finances




RLNELS Only College-Graduate Medians
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Change in Median Net Worth From 1989 to 2013
50
23
25
0 - . 1IN
25 -
-31
-50 -
-75
Note: these figures
include all families. -100
\Isvgmecgggﬁsfgﬁfe“t Less than high school High-school diploma or Associate's or Graduate or
families headedyby GED Bachelor's degree professional degree 29
someone 40 or older.

Source: Federal Reserve Board, Survey of Consumer Finances
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§ In 1989, College Grads Were
vz 28% of Families But Owned 55% of Wealth

1989 SCF Sample Shares by Educational Attainment

All college
graduates:

Graduate or

professional 28%
No college: degree
H 0,
72% Less than high 9% Associate's of
school

Bachelor's
degree
19%

pLiv

High-school
diploma or GED
48%

1989 SCF Wealth Shares by Educational Attainment

No college:

(0]
45% Less than

high school
11% Graduate or
professional

LEEIES All college

24% \
High-school graduates:
igh-schoo o
diploma or GED 55%
34%

Associate'sor
Bachelor's
degree
31%

Note: these figures
include all families.
Some of our recent
work covers only
families headed by
someone 40 or older.

30

Source: Federal Reserve Board, Survey of Consumer Finances
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§ In 2013, College Grads Were
vz 39% of Families But Owned 75% of Wealth
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2013 SCF Sample Shares by Educational Attainment

All college
graduates:

ess than high Graduate or 39%
school professional

2013 SCF Wealth Shares by Educational Attainment

No college:
2504 Less than high
school

2%

No college:
o 11% degree
61% 13% High-school
diploma or GED Graduate or All college
Associate's or 23% professional Y4 graduates:
Bachelor's degree 75%
degree 39% 0
High-school 26%
diploma or GED Associate'sor
50% Bachelor's
degree
36%
Note: these figures
include all families.
Some of our recent
work covers only
31

families headed by
someone 40 or older.

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity
200,000

2013 dollars | 150 0oo

130,470

100,000

m 1989

50,000

African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 32

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity
200,000

2013 dollars | 150 0oo

W 1989
m 1992

100,000

50,000

African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 33

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity
200,000

2013 dollars | 150 0oo

W 1989
100,000 m 1992
1995
50,000
African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 34

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity
200,000

2013 dollars | 150 0oo

W 1989
100,000 W 1992
m 1995
W 1998
50,000
African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 35

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity
200,000
2013 dollars 150,000
W 1989
W 1992
100,000 m 1995
M 1998
w2001
50,000
African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 36

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity

200,000

2013 dollars | 150 0oo
H 1989
m 1992
100,000 m 1995
m 1998
w2001
W 2004

50,000

African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 37

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity

200,000

2013 dollars | 150 0oo
W 1989
m 1992
M 1995
100,000 m 1998
w2001
W 2004
= 2007

50,000

African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 38

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity

200,000

2013 dollars | 150 0oo
M 1989
H 1992
W 1995
100,000 m 1998
m 2001
w2004
w2007
50,000 w2010

African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 39

Source: Federal Reserve Board, Survey of Consumer Finances
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Median Real Net Worth by Race or Ethnicity
200,000
2013 dollars
150,000 = 1989
W 1992
W 1995
W 1998
100,000 m 2001
W 2004
2007
02010
50,000
2013
African-American Hispanic of any  Asian or Other White non-
or black race Hispanic 40

Source: Federal Reserve Board, Survey of Consumer Finances
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Evolution of Median Wealth By
Race or Ethnicity

200,000

2013 dollars 150,000

100,000

50,000

Median Real Net Worth by Race or Ethnicity

—+—\White non-
Hispanic

-=-Asian or
Other

Hispanic of
any race

-'\-\ == African-
American

or black

1989 1992 1995 1998 2001 2004 2007 2010 2013

Source: Federal Reserve Board, Survey of Consumer Finances
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RLNELS Only Asians Have Converged
] ?ﬂ: Significantly Toward Whites
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Median Real Net Worth by Race/Ethnicity as Share of White
100 e = s = = = i = &
90
—+—White non-
Percent 80 Hispanic
70

—&-Asian or
Other
60

50 —\

Hispanic of
any race

40

30 —African-
American or

20 black

10 - - - \/\‘--..

T T T T T T T T 1
1989 1992 1995 1998 2001 2004 2007 2010 2013 42

Source: Federal Reserve Board, Survey of Consumer Finances



RLNELS Asians Already Have Surpassed
%?E White Median Incomes
I::

Median Real Income by Race/Ethnicity as Share of White

140

120

A =+—White non-
Percent /-\\ / \.”‘ Hispanic
100 & : % : : % = % %
—&-Asian or
Other

80 '/
Hispanic of
60 _ any race
/\/< _ﬁfrTcan_
40 .
American or
black

20

1989 1992 1995 1998 2001 2004 2007 2010 2013 43

Source: Federal Reserve Board, Survey of Consumer Finances
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= Recognize that some things cannot be changed.
» Your parents and earlier ancestors
» Your year of birth
» Your race or ethnicity
» Your native abilities, aptitudes and interests

= Focus on things you can affect.
» Realizing your potential in school, at work, at home
» Make better day-to-day financial decisions

» Make balance-sheet choices that provide adequate
liquidity, broad diversification and prudent leverage

= Advocate for social policies that address inequities
of birth and circumstances.
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= Day-to-day financial decision-making
» Save regularly.
» Pay all bills and debts on time.
» Minimize use of high-cost credit.
» Keep plenty of cash reserves on hand.
» Don’t allow debt to strain your budget.

= Balance-sheet recommendations

» Allocate at least 5% of your assets to cash reserves.

» Allocate at least 30% of your assets to financial assets
(college accounts, retirement accounts) or business assets.

» Use debt cautiously and pay it off as quickly as possible.
= For families under 40: Debt-to-assets ratio of <50% by age 40.
= For families over 40: Have a plan to be debt-free by age 60. 45
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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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