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Household wealt How to measure
definition and its household wealth
components components

Other information
Questionnaire that should be

design techniqueq collected with

wealth.
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Household definition
Jll Unit used for analysing micro data o
wealth

Defined as individual person or grou
of persons who:

U N e T IR T D R T P
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wlive together under the same household arrangement
wcombine to provide themselves with food and other
essentials of livings

= ECOnomies of scales:

dwelling and other households facilities are shared
between households members
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Household definition

Exclusions /special cases

Individuals

living in
Household i more than
not residing[l one place
in the chose the
national residence
territory where they
(HFCS) spend the
majority of

the year

Households
In collective
living
guarters
and
institutional
households
(Camberra
Group)

Lodgers ang
domestic
staff
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Household definition: pros and cons

All members of a
household must
be resident in
the same
country

The wealth of
some
households will
be excluded

Consistency Add_
complexity on

with micro-macro
consumption comparison
Each person Some population
belongs to one groups (students,
and only one older people)
household may be under
represented
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Household vs family

Familyis a group of two or more persons who live in the same house
and who are related each other through blood, marriage or adoptio

Different cultural
and institutional
arrangements
can affect

A household may A family includes @ Households membe Cfomﬂarab'“ty of
consist of only one | persons who usuall need not to be amilies across
person live separately related countries

May differ from household
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Net Wealth Definition

A Wealth generally refers to economic resources of
the household

A Wider concepts of wealth are possible to include
human capital, social capital and cultural capital
but these concepts are:

I Multidimensional and difficult to evaluate
I Hard to measure at households level
I Interpreted differently across countries
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Net Wealth Definition

Households net wealt

Liabilities
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Net Wealth Definition

A Wealthis whole amountof materialandimmaterialgoods

with a marketvaluethat canbe changedagainstmoneyor
other goods

A Therecommendeddefinition of assetand liabilitiesto be

Includedin micro statisticson householdwealth are based
onthosein the NationalAccountgNA)

I Assetis a store of valuerepresentinga benefit accruingto the
economicowner by holdingor usingthe entity

I Liabilityis establishedvhen one unit (the debtor) is obligedto
providea paymentto anotherunit (the creditor)
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Real Wealth components

wHouseholds main

f.nN?]n'. | residence
UEREET Land and other real Consumer
(real) - durables

assets

wValuables

GaSlad2NAy3a LyO2YS yR 2SI f0K GKNRdAAK | 2dzaSK2ft R { dz\
Perugia, 1614 December, 2018



Consumer durables: definition

A Aconsumer durablgCD) is a good that can be used for
purposes of consumption repeatedly or continuously over a
period of a year or more. Examples are:
i +SKAOf Sa 0Ol NEZ Y20i2NDeOf Sasz o2
I Kitchen and laundry appliances, furniture
I Computers and other entertainment equipment

A Valuablesare durable good (usually expansive) that do not
deteriorate over time and are held not for consumption but in
expectation that their price will either remain stable or increase
over time (store of value). Examples are:

I Fine jewellery or precious stones
I Work of art
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Consumer durables: classification

A In the NA CD are excluded by the concept of assets but
their value should appear asn@emorandum itemin the
households balance sheet

A For micro statistics the recommended treatment of CD i:
to INCLUDBEhem in measures of households wealth.

I For low wealth households CDs account for most of their
wealth

I Often debts are associated with CD so their inclusion provic
a more informative measure of net wealth

A Be consistent with other accounts (only CD depreciation
should be included in consumption)

GaSlad2NAy3a LyO2YS yR 2SI f0K GKNRdAAK | 2dzaSK2ft R { dz\
Perugia, 1614 December, 2018



Example: share of consumer durables on net wealth in Italy

AThe inclusion
—— Share of durables Of CD haS ar
Impact on
N — the amount
i al
8§ of net wealth

N~ (+7-10%).

5.0%

AThe share is
decreasing
over time

0.0%
1985 1990 1995 2000 2005 2010 2015 2020
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Example: impact of consumer durables on net wealth inequality

| AThe inclusion of

0.80 /\ . Household wealth (incuded durables) CD in the net

o7 N —— Household wealth (without durables) Wealth has an

0.70 ImpaCt on

0.65 /\ COncen;[jrati?n
Gini index from

\,"//:j_\’_/ S 6.61 to 0.59 in

oo 7 2014)

0% AThe impact is

0.45 decreasing over

040 time (006 N

035 1991 vs 0.02 in
2014)

0.301960 1970 1980 1990 2000 2010 2020
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Fiancial Wealth components

Financial

Assets

wCurrencyanddeposits

wBonds andther debt
securities

wNet equity in own
unincorporated
enterprises

wSharesl{sted/ unlisted)

wMutual/ investment
funds

wLifeinsuranceand
pensionfunds

Credits
towards

friends and
CEENES
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Financial wealth components

A Deposits is the most common form of financial asset. This category comprise
highly liquid assets that allow access to currency relatively quickly for perforn
economic transactions (transaction accounts, saving accounts;téxed

deposits and certificates of deposit)

A Bonds and other debt securitiedNegotiable instruments serving as evidence c
debt (government saving bonds, corporate bonds issued by resident enterpri:
and banks,)

A Net equity in own unincorporated enterprises | 2 dzi SK2f R YSY
the net equity in unincorporated enterpris@s which they worlkusually best
valued on the basis of how much the enterprise could be sold for as an opere

entity, including any business goadll and the like, less any liabilitles
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Financial wealth components

A Shares in corporationdnstruments and records acknowledging claims on the
residual value of incorporated businesses after the claims of all creditors ha
been met (publicly traded shares, listed and unlisted shares, private equity
securities). They generally entitle the holders to a share in the profits of the
corporations.

A Mutual funds and other investment fundsCollective investment undertakings
through which investors pool funds for investment in financial or-financial
asset (mutual funds, hedge funds, managed investment fund). Investment fi
shares are usually split into subcategories of funds classified according to tf
main support: money market funds, real estate funds, bond funds, mixed fur

and equity funds
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Financial wealth components

A Life insurance fundsthe insurer guarantees to pay the polioglder an agreed
minimum sum or an annuity at a given date or earlier if the petaller dies
beforehand. The holder pays a premium (regularly and/or lump sum)

A Pension fundgay the holder an income only when he/she becomes eligible f
a state pension:
i RSTAYSR o0SYSTAG aOKSYSay GKS ¥F2Nkydz |
advance (for example as a function of the last salary and length of employment)
I defjned contribution §cbemes: the amount of the p§n§ion depgnds on theA §
LISNF2NXI YOS 2F UKS laaSua | OljdziA NBR ¢
These components are not always included in wedlthirrent value difficult to
measure. Country specificity in pension options. Uncertainty in future value.
Government social security pension entitlements schemes are always excludec
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Liabilities components

wlLoans

wHMR ,other real
estates

wVehiclesother Debits
Liabilities durables towards

wValuables friends and
wEducation relatives

wCredit carddebts
wOtherdebts
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Credit and debts toward relatives and friends

A Not collected in NA because they cancel out of by
process of consolidation at household level.

A The same netting/consolidation principle should be
used for credit/debts among components of the
same household.

A Particularly relevant for those households at the
bottom of the distribution or that do not have acces
to other kind of financial support (less developed
areas, low level of education)
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Credit and debts toward relatives and friends

A In Italy Bartiloro& Rampazzi2015) show that the

financial support provided by family and friends ha:
iIncreased during the crisis.

A The probability of exploiting the informal network is
greater when:

I the head of the household is unemployed

I the family faces difficulty to meet the monthly expenses

I with the use of consumer credit (the amount of the loan
granted by the intermediaries is too low to cover financic
needs or to pay the instalments on the debt itself)
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Foreign assets/liabilities

A Although the survey only considers resident
households, foreign assets and liabilities hold
from those households should be recorded

I Dwellings In foreign countries

I Deposits in non resident banks

I Securities issued by namsident entities
I Debts incurred with nomesident lenders.
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How t0O measure

household wealt
components
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Reference point (time of recording vs end of the yea g
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A The NA recommends that all assets and liabilities be valuedrstnt
value on the market

I Ensures consistency between flow and stocks measures
I Economic decisions are usually taken in function of market prices

A Current market value is also the preferred measurement for micro leve
wealth but sometimes it is difficult for a household to establish

I Some assets are only traded rarely or do not face regular market test
I There can be more than one trading approach
I Non-marketable and noiraded assets
ALY (0KSasS Ol asSa YSSR (2 SadAayld
have been observed if a transaction had taken place
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Valuation examplel: HMR

A The households main residence (HMR) is difficult to value for the
household, unless it is sold or it has been just bought.

A Can be valued by professional real estatuers(expansive approach)

A Its value depends on the length of time available for the transaction:
Gljdza O1 alftSé¢ Yleée ftSIFR G2 F t26S
potential buyers to optimise the sale price (range of values).

A{StT SOlLftdzdA2y 2NJ aNBaSNBI GA2Y
Intending to move) is willing to sell. Useful to explain consumption
behaviour and financial decision but may differ from current value

GaSlad2NAy3a LyO2YS yR 2SI f0K GKNRdAAK | 2dzaSK2ft R { dz\
Perugia, 1614 December, 2018






