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Relevancy
Media coverage in Germany
@hgi\gwﬂurk@imw h.i.oildaerrg?.e..”structural Imbalances may remain

9 April 2013

“...warns against reading too much into the
ECB wealth statistics...”

10 April 2013

r[unk[urlernundschuu “...not wealth that is in short supply but cash...”

13 April 2013
T ; “...Germany and Spain essentially having a
FINANCIAL TIMES - [esion A
15 April 2013
DEH EPIEEEL “...debate over a redistribution of the
burdens is long overdue...”
15 April 2013

18.10.2013 Source: The New York Times (2013), Handelsblatt (2013), Frankfurter Rundschau (2013), Financial Times (2013), Der Spiegel (2013). 1
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Contributions of the study

> Quantifies wealth inequality in 15 Euro-zone countries
> Maps the contribution of specific assets and groups to total wealth inequality
} Identifies factors that are associated with higher wealth levels

> Reveals the role of environment in the international differences in wealth levels
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Wealth distribution extremes

Net wealth distribution

Tl == DR ] e ]
Top 1% % | 9% 12% 13% 14% 15% 18% 18% 19% 21% 21% 22% | 23% | 25%
Top 5% 26% 25% 31% 32% 32% 31% 37% 37% 43% 36% 41% 40% | 48% | 46%
Top 10% 40% 371% 45% 44% 45% 44% 50% 50% | 57% 47% 53% 51% | 61% | 59%
Bottom 90% 60% 63% 55% 56% 55% 56% 50% 50%  43% 53% 47% 49% |39% | 41%
Mean (TEUR) 170.2 1487 1615 338.6 2752 291.4 2334 230.8 670.9 366.0 1529 710.1 2650 195.2

Households with negative net wealth

Tl =l D= ) —l—]

Households 1.2% 2.6% 11.7% 2.0% 106% 2.7% 14% 35% 3.9% 4.8% 2.8%| 0.8% 26% 3.8% 53% 7.4%

Highlights
At the EZ 15 top 10% of wealthiest households hold 50% of total wealth
High concentration of wealth among top 10% of wealthiest households in DE and AT
High share of households with negative wealth in the Netherlands and Finland

Slovakia has relatively high share of wealth belonging to the bottom 90% of
population in terms of wealth as well as low share of households with negative wealth

\AAA

18.10.2013 Source: Own caluclations based on HFCS data. 3
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Gini Index
0.45

> Highest wealth inequality in AT and DE

> Lowest wealth inequality in SK and SI

> Average Gini coefficient 0.68

Discussion

> Developed social system does not
guarantee low wealth inequality

> Large population in DE, FR results in
high overall inequality in Europe

}Country ranking depends on the
definition of inequality measure
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Inequality measures

10 - 0.8 - 0.8 0.8
0.7 0.7
07 - 0.7 0.7 0.7 0.7
8 -
0.6 -
6 - 0.5 -
0.4 -
4 - 0.3 -
- 0.2 -
0.1 -
0 - 0.0 -
SK SI GRES MT BE IT NL LU FI PT FR CY DE AT SK SI GR ES MT BE IT NL LU FI PT FR CY DE AT

s HSCV —EZ15 m Gini —EZ 15

Percentile ratio

Tl [ NN e—— ] (]
p75/p25 | 27 52 64 43 45 104 94 185 125[845 87 285 68- 24.3 17.3
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Probability Density Functions of net wealth

Kernel density Finland Kernel density Spain

.25

15

T T T T T T
20 -20 -10 0 10 20

Highlights
> PDF of inverse hyperbolic sine transformation of net wealth — In(w+(w2+1)2)

> HSCV is very sensitive to inequality at high wealth levels
> Finland - low mean, low variance -> high percentile ratio, low HSCV

> Spain — high mean, high variance - low percentile ratio, high HSCV
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Gini group decomposition

Lorenz curve Decomposition

wealth (%) EG = 05— f L(w)du .~ wealth (%)
0
—< L(u)
450 "
0 Cumulative 0 Cumulative
population (%) population (%)
Formal decomposition
G = GB + E A, Gk + R
| J |\ J
' ' \ ' )\ ' J
Gini coefficient Between groups Within groups Residual

18.10.2013 Source: Rao (1969), Lambert and Aronson (1993), Azpitarte (2008), Lindner (2011). 7
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Homeowners vs non-nomeowners Gini decomposition

Net wealth (ecxl. <0) inequality by subgroup decomposition

T R=—Re=] Dl =] J- R0 [EER jJ—

Between 009 016 021 031 013 024 017 026 029 027 031 022 035 018 | 042 0.40
Owerlap 035 036 031 024 041 033 039 033 033 036 032 040 029 | 047 028 0.30
Within -0.00 -0.00 001 000 002 003 002 00l -002 002 002 004 003 003 002 0.04

Gini (excl. <0) 044 051 053 055 05 059 059 060 060 064 065 065 066 068 072 0.73

Net wealth Gini within groups

et = T BIN—-_HIEN N1 - ™=

Non-homeowners 0.76 [0.79 |0.76 0.62 [0.84 [0.84 |0.77 075 077 079 078 [0.82 (081 [0.82 |0.76 [0.81
Homeowners ~ |0.40 045 0.44 041 050 048 052 048 049 055 053 058 050 063 057 0.58

Highlights

> Largest part of inequality comes form between group inequality

> Within group inequality is negligible
> Inequality among homeowners is distinctly lower than among non-homeowners

> Inequality among non-home owners can be high in countries with low overall Gini

18.10.2013 Source: Own caluclations based on HFCS data. 3
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Gini source decomposition
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> Importance of assets depends on
1) Fraction of households having asset
2) Distribution of the asset
3) Correlation with overall distribution

} Sensitivity of inequality to changes in
specific wealth items can be identified

G

dG
/dek _ Rk G kSk

S
G k

Formal decomposition

K
\ lk=1\ J
1 I

l

G

J

K Sk

l )

Gini coefficient Rank correlation

Y
Relative Gini

I
Share in total wealth

18.10.2013 Source: Lerman and Yitzhaki (1985).
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Gini source decomposition

Share in total wealth

Bl L =] i) JR)  |=jemp=y 0§ )

Main residence 36% 4 46% 47% 47% 53% 53% 56% 56% 58% 60% 60% 63% 67% 70% 77%,_
Other real estate 39% 117% 23% 12% 422% 26% 13% 21% 34% 26% 30% 17% 27% 14% 7% _10%!
Private business 2Z% 24% 15% . 25% 110% 13% 5% 11% 3% 11% 5% 9% 4% 10% 5% 3%

Valuables and vehicles 2% 3% 5% 5% 5% 5% 3% 5% 4% 3% 5% 5% 6% 4% 6% 5%
Bonds and deposits 4% 9% 12% 13% 8% 10% 17% 9% 6% 6% 6% 7% 10% 4% 7% 15%
Shares, mutual funds 1% 2% 4% 3% 4% 2% 8% 3% 3% 2% 0% 2% 7% 1% 0% 4%

Voluntary pension 3% 2% 6% 2% 8% 1% 5% 5% 2% 2% 1% 1% 2% 1% 1% 19%
Other fin. assets 0% 0% 1% 1% 1% 1% 1% 1% 0% 1% 0% — Q%_ 0% 0% 0% —1% -
Mortgage 9% -3% -12% -5% -8% -10% -8% -10% -10% -10% -6%! -3%1-16% -1% -3%! 2400
Other debt 2% -1% 2% -1% -3% -1% -1% -2% -1% -2% -2%! -1%1 -6% -2% -1%, -8% I
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 1009%

Highlights

> Low overall investments in RE in Austria, Malta, Belgium, Germany
> Low leveraged wealth in Malta, Italy, Slovenia and Slovakia

> Vocation homes in Cyprus, Greece, Luxembourg

> Real estate, MBS and ABS security crisis in the Netherlands

> Finland has highly leveraged investments in RE

18.10.2013 Source: Own caluclations based on HFCS data. 10
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Gini source decomposition

Rank correlations with net wealth

e S W | B i~ R ) N R |
Main residence 070 082 092 087 084 081 090 086 0.79 086 0.89 0.79 081 0.88 0.85 0.90
_Otherrealestate _ _ 0.79 0.86 0.87 0.90 083 0.84 075 0.88 086 0.86 082 090 091 0.88 0.86 0.86

| Private business _ ; 0.53 073 087 089 [0.89 [0.90 (0.90 091 092 [0.92 [0.93 (0.94 (095096097 [0.97
Valuables and vehicles 0.50 0.49 058 0.6 057 050 0.58 0.70 056 0.62 054 055 0.60 0.67 0.59 0.67
Bonds and deposits ~ 0.65 0.68 0.70 0.68 (0.85 0.69 053 0.67_ 0.66 071 0.60 0.63 073 077 055 0.77
Shares, mutual funds ~ 0.78 0.76 0.82 0.82 0.87 0.82 0.68] 0.85 10.85 080 0.63 0.77 0.83 0.77 0.71 0.80

Voluntary pension 053 0.68 0.50 0.50 055 0.68 0.421 0.82 1066 064 058 059 0.68 069 057 0.60

Other fin. assets 0.71 042 053 064 0.74 0.69 049 0.67 . _O.Q3,I 048 045 0.58 0.64 0.64 _0.59_I
Mortgage -0.08 -0.12 -0.21 -0.12 -0.11 -0.01 0.05 -0.33 0.02 1-0.23, -0.07 -0.33 -0.19 -0.42 -0.30 I-0.25,
Other debt 043 -0.12 -0.25 0.08 0.21 -0.06 0.02 -0.22 -0.111-0.01; -0.03 -0.08 -0.05 0.10 -0.1710.35,

Highlights

> In the majority of countries private business wealth has highest corr with net wealth
> High Gini coefficient is associated with high correlation of private business wealth
> Mortgage debt is mildly negatively correlated with total wealth

> Other debt can be slightly positively correlated with wealth as in Austria, Netherlands

18.10.2013 Source: Own caluclations based on HFCS data. 1
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Gini source decomposition

Absolute contribution to Gini

Elld |r= -I]-=I]EFEE-E=I]=

Main residence 0 16 019 022 024 024 026 028 028 029 030 030 030 030 031 O. 34

Other real estate 0201013 019 021 010 022 028 017 005 011 020 0.19 O. 17 _ Q10 IO 13 0.07
Private business LO.?Z 022 009 0.12 0.05 0.04 003 0.09 005 0.09 0.04 0.14 0.105 0.24 I0.08 0.02
Valuables and vehicles 0.01 0.01 0.01 0.02 0.01 002 0.02 003 0.02 002 0.02 002 0.02=00Z 0.02 0.02
Bonds and deposits ~ 0.02 0.03 0.03 0.06 I_0 121003 003 004 002 002 005 007 005 007 0.04 0.07
Shares, mutual funds  0.01 0.01 0.02 0.01 006 0.00 0.3 0.03 0.00 000 006 003 003 002 0.02 0.03
Voluntary pension 0.01 0.01 0.01 0.01 0.02 0.00 0.01 0.06 0.00 0.00 0.01 0.04 0.03 0.01 0.00 0.08

Other fin. assets 0.00 0.00 0.01 0.00 0.01 0.00 0.00 0.00 0.00 0.00 _0.01_0.00 0.00 0.00 0.01
Mortgage -0.02 -0.01 -0.00 -0.02 -0.01 -0.01 -0.01 -0.02 0.00 -0.00 000| -0.05 1-0.02 -0.01 -O. 01 002
Other debt -0.00 -0.00 -0.00 -0.00 0.00 -0.00 0.00 -0.01 0.00 -0.00 -0.01" 0.00 -0.00 0.00 -O0. 00I 0.03 |
Total 0.70 _0.60 0.58 0.67 0.61 056 0.66 0.68 0.45 0.53 0.66 0.76 0.68 0.76 0.61 065

Highlights

In Holland other debt contributes to wealth inequality

In Germany mortgage debt has a significant negative contribution to inequality
In Belgium savings are second to primary housing in contribution to inequality
In Malta, Cyprus and Austria private business wealth are important contributors

VVVVYY

In Greece inequality comes primarily from real estate ownership

18.10.2013 Source: Own caluclations based on HFCS data. 12
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Gini source decomposition

Marginal effects

______ =l == i |=—]=Id |8 (BJ0} |

Maln residence | -0.36 -0.22 -0.21 -0.17 -0.17 -0.16 -0.14 -0.14 -0.14 -0.14 -0.12 -0.12 -0.11 -0.08 -0.07 -0.06

Other real estate 002 003 006 006 0.03 008 009 004 006 002 004 003 0.04 005 0.02 0.01
Private business -0.01 001 0.05 005 002 001 001 013 007 0.07 0.04 004 003 003 004 0.06
Valuables and vehicles -0.03 -0.03 -0.02 -0.02 -0.01 -0.02 -0.02 -0.01 -0.01 -0.01 -0.01 -0.02 -0.01 -0.02 -0.02 -0.02

Bonds and depOSIts-; -0.05 -0.03 -0.00 -0.01 0.02 -0.02 -0.00 -0.04 -0.00 -0.01 -0.01 -0.02 -0.02 -0.01 -0.03 -0.03

Shares mutual funds 001 001 0.01 000 0.03 001 0.00 000 0.00 000 000 0.00 001 0.01.s00 10.00

Voluntary pension -0.08 -0.00 000 -000 -001 -0.01 000 -0.00 0.00 -001 -000 -0.01 001 -0.00 -0.02 |-0.00
Other fin. Assets ~ _000_ _._ .00l -0.00 000 -0.00 -0.00 000 -0.00 0.00 001 0.00 000 000 -0.00 -0.00
Mortgage |--: 009 008 007 009 005 001 001 006 004 007 005 002 006 0.04
Other debt 70413 005 001 001 001 001 001 001 002 001 001 002 002 001 002 001

Highlights

Primary residence has wealth equalizing effect in all countries
Other real estate does not have equalizing effect
Bonds and deposits have marginally mitigating effect on wealth inequality

Voluntary pensions have stronger equalizing effect in countries with high mortgage
component such as Germany and Netherlands

\AAA4

18.10.2013 Source: Own caluclations based on HFCS data. 13
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Quantile regressions of net wealth for Germany

25t percentile 50t percentile 75t percentile

HH size

Income

Age

Collage

Unemployed

Foreigner
Homeowner o- J o 1 o

Intercept .

EURthsd. . 100 0 100 200 [-200 0 200 400| [-400 -200 0 200 400 600

Most of the considered covariates have a strong relationship with net wealth levels for
Germany when looking at the bottom quintile

At the middle and top quantiles net wealth levels are mostly decoupled from the
explanatory variables

> Homeownership status is still strongly associated with higher wealth levels

18.10.2013 Source: Own caluclations based on HFCS data. 14
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Blinder-Oaxaca counterfactual decomposition
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Implementation

NW = aip + X;1Bir

NWpg = apg + )_(DEﬁDE NW NW
DE — IT

| J
1

Actual difference

Bi - coefficients

X; - household characteristics

NW; - average net wealth

|

S—— —
NWIT = al_ﬁg_ﬁ' XIT’H_EE—I

Y
DE base country

NWpp — NW

L J | ) \

X,; — Xim)Bpr + (apg—a) + (Bpr — Bir) Xir

J

I I

Actual difference Due to characteristics

Due to environment

!

18.10.2013  Source: Blinder (1973), Oaxaca (1973).

15



GOETHE @4

UNIVERSITAT
Res U ItS FRANKFURT AM MAIN

Counterfactual analysis

Counterfactual decomposition Net wealth compared to Germany

800

700 -

# _# * 600 -
‘j‘ - 500 -

400 -

300 -

200 -

F o W@ I E U 100 -
Country .

DE=base | B Covariates NN Coefficients | SKGR SI PT FI NL DE FR AT IT ES BE MTCY LU

Highlights

> Environment is the main driver of differences in wealth
> With the exception of LU covariates have the opposite effect than environment

> Explanatory variables include household size, age, dummies for higher education,
gender, marital status, employment status, being a foreigner, divorced and pensioner

EUR thousands

0

200Gap £ )p thousangt®

-400

-600
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Conclusions

Main findings

> Wealth inequality among homeowners is much lower than among non-homeowners
> Wealth invested in the main residence has the strongest equalizing effect

} Education, homeownership and income are positively associated with net wealth levels
> Relationship between net wealth levels and covariates is stronger at bottom quantile

> Most of the international differences in wealth levels come from country environment

18.10.2013 17
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Household balance sheet

e | [—— —

r e 7
= Real assets | 83.2% | ' = Liabilities | 100% |

1

Main residence 60.8% Mortgages on main residence 320
Other real estate property 22.7% i Mortgages on other real estate 19.7%
Vehicles 29% | Non-mortgage loans 15.5%
Valuables (jewellery, art) 20% | Credit lines/bank overdrafts 1.4%
Self-employment businesses  11.5% i Credit card debt 0.2%

= Financial assets |r_198_%_l E T T T T T T T T T ‘I
Deposits 4z.9% i :
Mutual funds 8.7% E | i

|

Bonds oo E l Net wealth :
Shares 9% | |
Voluntary pension/insurance  26.3% E | |
Other financial assets 75% | |
Not including public pension entitlements . ]

18.10.2013 Source: ECB (2013). »
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Survey timeline
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