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Price Expectations and Houscholds'

Demand for Financial Assets*

Lester D, Taylor
University of Michigan

I, Introduction

With thg inflationary excesses beginning in 1966 a primec mover, the
last few years have witnessed chsiderable‘rekindling of interest in the
effects of-price expectations on economic behavior. For the most part,
however, the recent empirical research in this area has focused on
aggregate data and has been concerned primarily with the impact of price
expectations on market rates of interestl/ and changes in money wagesg/ .
The effects of price expectations on\consumption and saving, in contrast,
has received relatively little attentioné/, especially at the micro

level, and the present effort is addressed to this void.

This is part of a National Bureau of Economic Research study of the
effect of inflation on the country's financial institutions that has
been funded by the American Life Insurance Association. ‘The study
is not an official NBER publication as it has not yet been reviewed
by the NBER's Board of Directors. The research reported here has
also been financed in ‘part by the National Science Foundation. 1

am indebted to Phillip Cagan, Donald Farrar, Donald Herkerman, F. Thomas
Juster, Robert Lipsey, Frank Stafford, Paul Wachtel, and Danie! Weiserbs
for comment and criticism, to Philippe Rouzier for rescarch assistance,

to Bruce Ladwig and Richard English for programming the computations,
and to Elsa Bermudez.and Donna Hoff for secretarial assistance.

See Gibson (1970), Pyle (1972), and Sargent (1972, 1973).

See Gordon (1970, 1971), Turnovsky (1972), Turnovsky and Wachter
(1972), and de Menil and Bhalla (1973).

The recent empirical literature, as far as I am aware, consists
of two papers by Juster and Wachtel (1972a, 1972b).
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More specifically, the péper's primary purpose is to investigate
whether it 1s possible to discern empirically a relationship between
individually—held price expectations and decisions of households to hold
particular types of assets. To this end, I have analyzed aggregate time-
series data from the National Income Accounts and the Flow-of-Funds and
two bodies of micro houséhold data, each invélving several thousand
househélds and eaéh containing fairly detailed information on price
'expectations. |

The micro data that‘have been anaiyzed are based on the well-known
Consumérs Union panel study of the late 1950's énd.the Consumer Anticipations

Survey conducted by the U.S. Bureau of the Census during the late l960's.£/
The year of reference is 1959 for the  CU sample and 1967 for the CAS sample.

In addition to having reasonably detailed breakdowns of the household's
balance sheet, both of theSe data sets coﬁtain data on income and family
characteristics together with‘explicit information on price expectations.
Although they refer only to the‘long term, the price expectations data are
especially detailed in the CU sample, for:respondénts were questioned
regarding their expectationsof chénges in the level of‘consumer prices

- for 5, 10, and 20 years in the future. CAS respondents, in contrast,
were asked for their expectations ogly over thé.next 12 months.

The érice expectations data from béth household samples have been
taken‘at face value, ‘and there has been no effort either to "explain' the
price expectations theméelves or to‘assess, except in a general way, their
plausibility'or reliabilitx. To‘do‘so, while clearly of interest’in ité

own right, is outside the scope of the present task; the maintained

hypothesis throughout is that households take seriously the expectations

4/ Henceforth, these will be referred to as the CU and CAS samples,
- respectively,
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they express, whatever these are and whether or not they appear reasonable

to an outsider.

The format of the paper is as follows: The next sectidn discusses
the effects that price expectations might be expected to have on a house-
hold's saving and the composition of its portfolio. Particular attention
is given to the traditional view that expectations of inflation lead to a
substitution of present consumption for future consumption, and therefore
to reduced current saving, and to the contrary view, long espoused by
Géqrge Katona, of the Survey Research Cepter'at the University of Michigan,
;hat expectations of inflation are associated ﬁith increased uncertainty
with respect to the future and that this in turn leads to increased current
saving, ~

Seétion III is concerned with specification of the model to be analyzed.
The model utilized is based on an underlying‘stock adjustment process in
which saving (or one of its components) is related td the hduseholdis
existing stock of assets, as well as toaincome, various déﬁ%graphic char-
acteristics, and, of course, to price expectations. The’stock of assets

and income are both disaggregated, although the extent to which this can

be carried varies between the data sets. Description of the two micro

data sets occupies Section IV.

Sections V and VI are devoted to presentation of empirical results.
The results deriving from the micro data sets are discussed in Section V,

while the time-series results are presented in Section VI. Finally,

Section VII provides an overall assessment of the results and offers some

suggestions for future research.



II. Theoretical Considerations
In analyzing the effect of price expectations on a houschold's saving,
there are two separate questions to be kept in mind, namely, (1) the -

impact of price expectations on the overall amount saved and (2) the

differential impact of price expectations on the separate components or

the household's balance sheet. On the assumption that the household strives

to structure its portfolio so tﬁat yields (including nonmonectary returns
and with allowance for risk) on different assets are gqual on the margin,
it is clear that, because yields are, in general, not affected uniformly
by.inflation, the rational household will adjus;‘its portfolio whenever
there is a change in its price expectations. Indeed, it i$ quite possible
for thére to be substantial portfolio restructuring even thougﬁ the impact
of inflation on the overall 1eve1‘of saving is nil. Moreover, it is also
clear that we should expect the impact ofﬁprice expectations to vary, even
for the same.dependent variable, depending upon'the time horizon over
which the expectations are measured and, for horizons of short duratién,
depending’upon whether price'changes are expected to bezperd;hent or only
temporary. If prices are expected to rise and sqpn‘tﬁereafter to fall,
current saving should be stimulated, while the Oppo§ite should be the case
if.the higher prices are expected to persist.’

The existing literature on the effects of price expectations on
saviﬁg - which‘is surprisingly not very extensive —; 1s ambiguous and,
in some instance, contradictory. There is the old traditional idea that
anticipated inflation will induce a shift from money, savings accounts,
and bonds to reai assets including equity. The likely effeét on the over-
all amount saved, how;vér, is much less clearcut., While economists
typically take the view that an expected price rise will lead to increased

’

-consumption, and thus to reduced saving, as present goods are substituted

T
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for the future goods, the assumption usually implicit i; that the expected
price rise had not been previously anticipated. :For price inflation that
is fully anticipated should not have any impact on real economic decisions
because all of the impacts will have been fully discounted and embodied

in current prices, interest rates, etc.

In contrast with the traditional view is a view that is rooted more
in psychology and sociology than in ecopomics, but which is increasingly
gaining a following among economists, na@ely, that an increase in prices
(anticipated or not) willllead to a reduction in spending and an increase
in savinggl. The argument is usually phrased in terms of the impact on
rising prices on consumer confidence: E#pected inflation leads to a
decrease in the confidence with whic£~the future is approached and this
in turn leads to an;igg£g§§gnig_§§yiggg/. Because it has a strong |

7/

theoretical foundation—' in additon to being a well established result

empiricallygl, the secopd part of the K-J argument, i.e., that saving is

negatively related to unéertainty'of the'future, evokes little controversy.
However, the circumétances surrounding the survcy-based finding

that rising prices stir pessimism are much less clear. Juster and

Wachtel (1972a) suggest that the connection is to consumer expectations

of future real income. In particu;ar{ they argue (pp. 86-87):
Historically, high inflation rates tend to be associated with a

relatively high variance in the rate of inflation. If consumers
commoaly believe that the rate of increase in nominal income will

As Katona (1960) puts it:

, Most people hold that the future fs uncertain; they speak of
p0551b1e emergencies such as accideats, illness, unemployment, or
bad times as their reasons for accumulating reserve funds (pp. 95).
See also Juster and Wachtel (1972a, 1972b).

s/ This will be referred to as the K-J (for Katona and Juster) argument.

Zj See Mirman (1971), Sandmo (1970), Levhari and Srinivasan (1969),

and Leland (1968).

Most of the empirical evidence is based on survey data. Sece in
- particular, liueller (1939), Katona (1960) and Juster and Wachtel

(1972a, 1972b).

\
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be less variable than the rate of increase in prices, the expect-
ation of rising prices will gencrate greater dispersion of cxpect-
ations about recal income. A wider dispersion may not have sym-
metrical effects on behavior, in that the prospect of rising real
income, even though the two are regarded as equally probable. In
short, consumers may be more concerned that price inflation will
erode their real income, even though the two are regarded as equally
probable. 1In short, consumers may be much more concerned that price
inflation will erode their real income than pleased rhat rising
nominal incomes will outweigh rising prices. 1If so, the appropriate
reaction to inflationary expectations would be to curtail spending
in an attempt. to guard against declining real income, thus, as a
corollary, raising the saving rate.

Despite first appearance, the traditional and K-J views of expected
inflation and saving are not necessarily in conflict. For once uncertainty
(especially with regard to the stream of future income) 1s admitted into
the traditional model, the K-J positive relationship between saving and
expected inflation emerges almost as a matter of course. Readers inter-
ested in details are referred to the papers cited in footnote 7.

In approaching the analysis, a reasonable attitude to adopt is that
price expectations arc actually described by a probability distribution

. - a ,
and that the information household provides is its "best" guess of what
prices will do during the period of reference;g/ Moreover, it also is
plausible to assume that the extent to which price expectations actually
influence a household's decisions will depend upon the confidence with
which the expectations are held. In particular, it is much more likely
that expectations will be a factor in decisions if they are held with
a great deal of confidence rather than with much uncertainty.

To formalize this reasoning, let us suppose that the houschold bases

its saving decisions on an assumed price level P*which it defines as a

o I enclose best in quotation marks because the particular point
estimate given will probably vary depending on the shape of the
underlying distribution. The mean undoubtedly will be provided by
respondents where the distribution is symmetrical; however, if the
distribution is skewed, it will more likely be the mode.



weighted average of its best-guess future price level pe and the current

price level p, viz:

(1) p* = g(02)p® + [_l_ - g(0?)1p,

where g is an inverse function of 02, the variance of the distribution
describing‘the expectations, In particular, we shall assume 0 < g(o?) <1
with g'(o2) < 0, g(0) = 1, and g(=) = 0. p* will thus be near pe for o2
small, but near p for o2 largelg/. Implementation of this model requires,
of course, knowledge éf o2 . While neither of the micro data sets to be
analyzed provides information about o? dircctiy, some weak, though usable,
information can be adduced in both Samplesll/. o
As.was noted at the beginning of this section, we should expect the
impact of price expectations.to be different depending upon the length
of the horizbn over which the expectations are ﬁeasured and depending upon
ﬁhether pricevipcreases are expected to be permanent or only teuporary.
The traditional view -- i.e., that expe;ted inflatién leads to a substitution
away from money -- seems most relevant to extended horizons and to price
changes that are expected to be permanent, whereas the K-J .view seems more
relevant to short-run expectations and to price changes that are expected

to be temporary. As has already been mentioned, the price expectations

in the CU sample pertain to horizons of 5, 10, and 20 years, while in the

10/ This model can be rigorously derived from the adaptive expectations
framework of Nerlove (1958) and Muth (1961) on the assumption that
the distribution of price expectations is normal and the additional
assumption that the information provided by pe is combined with that

, provided by p in accordance with Bayes theorem. See Turnovsky (1969).

i1/ 2

For attempts to infer o from the variation of expectations across
households, see de Meni%and Bhalla (1973).



CAS sample ‘they are confined to a horizon of 12 months. (The time-series ‘
expectations also refer to a horizon of 12 months.) This being the case,

it is tempting to view the results with the CU sample as tes;ing the

traditional thesis and the results with the CAS sample.as testing the

K~J thesis.

III. A State Adjustment Model of Saving

The point of departure for the model that underlies the empirical
analysis is to assume that saving is determined by the interaction of the
tastes of the household, a collection of objective quantities (such as
income, prices, and the rate of interest) generated by the market, - and a

12/

set of state variables=' . In symbols, we can write
(2) s = 6(x1,...xm, wl,...,wn)1

where s denotes saving, xl,...,xm m objective market quantities, and
wl,...,wn n state variables. It is assumed for now that the tastes of
the household are reflected in the parameters of 6.

The state variable encompass a varietybof‘phenomena,’some objective
and some subjective. Represented in the former will be items from the
household's balance sheet -- stocks of durable goods and housing, saying
accounts, level of consumer debt, eté.lé/ These'quantities are all
concrete in interpretation, cardinally measurable (at least in principle),

and in general are determined by saving decisions in the past, current

lg/ The model about-to be described ‘takes its roots in the state-

adjustment model of Houthakker and Taylor (1970) as applied to aggregate .
consumption and saving (see especially Chapter 7).
13/ The objective state variables will also include demogfaphic char-
acteristics which for now are put to the side.



market conditions, and possibly the mere passage of time. The subjective
state variables, on the other hand, will also reflect decisions in the
past, but in addition will collate the household's evaluation of the
future as characterizéd (say) in expectations of income and prices and
the confidence with which the future is approached. The pgst makes its
appearance in these state variables in the form of inertia (or habit
formation) which is well-known to characterize important segments of
consumption, particularly expenditures on services.lﬁ/
The objective state variables will change:
a). In response to current saving as assets are bought and sold
and liabilities are increased or decreased;
b). With the passage of qime through depreciation and technolog-
ical obsolescence; and
c). In response'to iﬁflation, changes in the market rate of
- interest, and changes in the earning capacity of physical
assets.
The subjective state variables that reflect habit formation, in contrast,
will alter in response to:
.a). Curreqt consumption of nondurables and
‘services;
‘b). Current depreciation of physical assets; and
c). Thg dissipation of habits.
How the remaining subjective state variables (i.e., those representing
the household's evaluation of the future) vary through time, however, is

clearly much more speculative,

That objective state variables and the subjective state variables

14/

See Duesenberry (1949), Brown (1952), and Houthakker and Taylor (1970).
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that do not incorporate expectations summarize the influcnce of the past
and the objective present on the houschold's saving decisions, while the

15
state variables reflecting expectations provide links to the futurc.——j

The household is assumed to adjust its saving in such a way as to bring its

16/

state variables, all cxcept those reflecting expectaﬁions,——- into desired
relationships with its current and prospective income. As yields and
expectations change, the household will not only adjust the amount it
saves, but- also will alter the composition of its portfolié.

In order to illustrate the ideas involved, let us consider a model
in which saving (s) is linearly related to the existing level of wealth (w),
a state variable representing the accumulated effects of past consumption

. . . e .
(h), income (x), the rate of interest (r), income expectations (x ), price
_ ’ , : p P

expectations (p*), and general consumer confidence ().

. . e *
(3) s =ua +_Blw + 82h + Y X+ Y,r + xlx + Azp + A3q.

In terms of our earlier classification of variables, x and r represent
objective market quantitiéé, W represents an objective state‘variable,
while h, xe, p*, and q denote subjective state variables. Tﬁe state
variables w'and h represent legacies from past saving and consumption
decigiohs, respectively, Whilé the expectationai quantities, xe, p*, and
q embody subjective evaluations of the future. (It is assumed, of course,
that xe, p*, and q pertain té some definite horizon.) We naturally expect
'Bl to be negative, and Y1 and A3 to be positive. The parameters Yo and Al

can be of either sign, and, as we have already noted, the same is true of

15 ' . . ,

13/ Depending upon one's thcoretical predilections, the "“future" in this
context can be made as precise, or left as vague, as desired.

16/

The state variables incorporating expectations are excluded because

it does not make any scnse to spcak of desired relationships connecting
them with income. On the contrary, they, along with income and other
market quantities, must be considercd movers of the system.

\



-11-

Az depending on (1) the length of the horizon, (2) vhether price changes
are expected to be permanent or temporary, and (3) the relationship
between p* and q.lé/ Finally, because consumption, on balance, is subject

17/

to habit formationm—' and because saving is the complement of consumption
we expect B, to be negative. ' _ .

‘Assume, next, that at any point in time w and s change according to

=8 - 8w,

e

(4)

(5) h=c=-6h

2

where wd‘fépresents the portion of w subject to depreciation, c denotes

consumption (=x -~ s), and %_and G, represent the (constant exponential)
depreciation rates for wy and h, respectively. The determinants of the
rates of change for x° and q are of little interest for present purposes.
Finally, in line with the preceding secéion, p* will be assumed to be

determined according to

(6) px = g(@®p® + [1 - g(o?)]p,

where pe, P, 8, and 02 are as defined in equation (1).

Long-run equilibrium in this model, corresponding to steady-state
values of x, r, xe, p*, and q, is defined by the conditions w=s =0.
In long-run equilibrium, the state variables w and s will be in desired

relationships with incohe, and y and c, from (4) and (5), will be given by

16/ If, in line with the view of Katona and Juster, price expectations
should only affect saving through their impact on consumer confidence,
then A, will be equal to zero. However, this is an extreme (and to me

- implasuible) reading of Katona and Juster. .

17/

See Houthakker and Taylor (1970, Chapter 7) and Brown (1952).

\
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(7) 8= Gle

(8) &=¢,,

where the "hats" denote long-run equilibrium values. Expectations are
seen to affect the steady-state values of saving and consumption only
through their effects on the equilibrium relationships of vy and s to
inccme. Changes in expectations cause these equilibrium relationship to
alter, and this in turn leads to changes in saving. This result is of some
importance, because it means that the effects of changes in expectations
are in fact reflected in the levels of expectations taken in conjuction
with the levels of the state variabics LA and h.

Let us now turn to the model that has been estimated in the empirical

work. In general form, this can be written as

9) 5=a+B'Y+Y'A+A'E+E'D + ¢,

where § denctec saving (or one of its components), Y, A, and E are vectors
representing income from different sources (or‘from prior years), components
of the‘household's balance sheet, and expectations, respectively, D is a
vector of demographic characteristics, € 1s a random error term, and o, B,
Y, A, and § are parameters (or vectors of parameters) to be estimated.

The major differcnce between this modél and the one representcd in
expression (3) involves the disaggregation of wealth and income. The
disaggregation .of wealth follows from the desire to analyze adjustment in
the composition of the household's balance sheet as well as saving iE.EQEQ:
while the disaggregation of income is inspired by the findings reported in

Taylor (1971). However, the extent to which these disaggrepations can be
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effected varies with the data set. For the CAS sample, income ig reported
byftype == wages and salaries, business income, rent, interest and
dividend;, gifts and inheritance; social security, and pensions -~ and for
households with multiple members in the labor force, there is a further
disaggregation of wages and salaries by recipient. The CU sample does not
prévide a decomposiéion of income by type, but does distinguish between the
earnings of husband and wife, and unlike the CAS sample, it includes data
on family income, both before and after taxes, for several years prior to
the year of referencelg/. Capital gains also are treated separately. The
CU sample contains very detailed information on the composition of the
household's balance sheet, pérticularly with regard to holdings of financial
assets. The CAS sample, on the other hand, is much less detailed and
complete in this respect and, apart from housing, provides only indirect
information on stocks of real assets.

Moving on to prlce expectations, respondents in both the CU and CAS
samples were presented with intervals of price cﬁanges and asked to indicate
the one within which their expectations fell. Should they be too uncertain
to guess, this, too, was an option. Because they were obtalned only in |
terms of intervals, the price expectations have been included in the models
for both data sets through a set of dummy variables.gg/ Introducing the

price expectations data into the model in this manner makes it unnecessary to

13/ The majority of equations tabulated, however, include income of the
current year only.

20/ One such set for the 5-year expectations in the CU sample is as follows:

‘d1: priges expected to fall

d2: Prices expected to increase 0 to 5%

d3: prices expected to increase.5 to 15%

d4: Prices expected to increase 15 to 40%

ds: Prices expected to increase more than 407
d

too uncertain to say
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assume explicit and essentially arbitrary values for the open-ended
classes; an added benefit is that it automatically allows for the effect
1/

of price expectations to be nonlinear;g—

' 2
Since neither of the micro data sets contains direct information——/

on the variance of a household's price expec;ations, it has not been
possible to employ the mechanism for p* specified in.expression (6).
However, in addition to being asked about price expectations, respondents
in the CU éurvey also were invited to assess their financial prospects
"over the next few years." A possible reéponse to this question was

"too uncertain to say". Not unreasonably, it might be argued that uncer-
tainty regarding price expectations share some common causes (whatever

these are), so that the answer "too uncertain to say" about financial

prospects provides some proxy information on the variance of the household's

price expectations. This informétion has been introduced into the model

for the CU sample by defining a dummy vafiable,zé/

21/ However, the use of dummy variables is not without cost. For in
estimation, one of the dummy variables must be excluded, requiring
the coefficients on the dummy variables remaining to be interpreted
as deviations from the coefficient of the dummy variable that is
left out. Ordinarily, this last coefficient, which is asorbed
into the equation's constant term, is recovered through the assumption
that the coefficients for the entire group of dummy variables sum to
zero. In the present context, however, such an assumption is clearly
unwarranted, whence the excluded coefficient cannot be recovered.
Thus while the overall effect of price expectations can be tested
(through an analysis of covariance), the effects of individual
intervals of expectations can only be tested relative to one

. another.

Except for that implicit in the response "too uncertain to say" in
both samples.

The validity of this procedure requires, of course, that households
answering "too uncertain to guess" for price expectations and
financial prospects do not form identical sets.




NN

-15-

1 if (regarding ité financial prospects, the houschold was)
to uncertain to say

0 otherwise,

which was then incorporated into the coefficient on price expectations

(A*, say) according to

= )\ % *
(10) A Ak + Aj*d.

In line with the reasoning leading to expression (6), the sign of Al*
should be opposite to that of Ao*

For the two micro data sets, the demographic characteristics in D are
all represented by dummy variables, Qﬁich is tantamount to assuming that
demographic factors affect intercepts, but not slopes. While these factors
—-— age, education, and family size, in pafticulér -- are frequently of

interest in their own right, their inclusion in the present context is

primarily for purposes of control.zﬁ/

IV. Description of the Micro Data Sets
1. CAS sample

The Consumer Anticipations Survey is a relatively recent panel survey

~of some 3300 middle-to-high income households that was conducted by the U.S.

Bureau of the Census in close collaboration with the National Bureau of

5/

. 2 s
Economic Research=='. The first of the five waves of interviews that comprise

24/

— This being the case, it can be argued that I would have been better
advised to group households by the characteristics involved and then
estimating separate equations for each group. However, this would

have (1) put distressingly severe demands on my limited computer

budget and (2) resulted in many cells with a meager count of households.

— For a description of the survey, see Juster, McNeil, and Stoterau (1969).
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the survey was begun in mid-May 1968 and reinterviews were held in November
1968, May 1969, November 1969, and October 1970. The survey is a nonrandoh
chunk sample in design, and was conducted in three cities: Boston, Minneapolis,
and San Jose, California. The census tracts within which the households iq
thé survey reside are all middle-to-high rent, which means that households

as a group are in the upper halves qf the distributions of incoma, wealth,

and educatioﬁ. The sample is_thus-especially appropriate for the analysis of
saving.

My intent at the outsét was to use all five waves of intervicws.
However, the second, fourth, and fifth interview were not as extensive as
the first and third, especially with regard to the receipt of income, and,
as I was particularly interésted in employing a model in which income is
disaggregated as to source, I reluctantly decided to base the analysis on
the first interview alone.zg/

The périod of reference for the dependent variables is the calendar
‘ year 1967. Stocks of assets refer to the beginning of the period, as
measured at the end of 196621{ TFor some categories of assets, households
were providéd a list of dollar intervals and asked to indicate the interval
within which they fell. In these cases, geometric means of
interval end points were used for point estimates. ‘With respect to the
period of reference, the only serious problem unfortunately

involves the data for price expectations, for the period of reference for

these is the 12 months beginning in May (June in some cases) 1968. This

Zé/ This is not to imply that second and subsequent waves of interviews

' cannot be analyzed. They can, but the model employed must be simpler
than the one used here.

27/

£ The only exception is the stock of housing, which has been computed on
the basis of original purchase price. Unrealized capital gains (or
losses) through the end of 1967 are then included as a scparate
predictor. .
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being thé case, it-ha; been neccessary to assume that the price
expectations for this period stand as a good proxy for those held a year
earlier. |

The particuiar data sct that is utilized contains 2876 houscholds. The
households included all consist of a married couple residing in an urban \
area (no fafm families are*included) with husband and wife both picscnt.

Equations have been estimated for the sample as a whole and with the

2876 houscholds grouped into thrce asset categories as follows:

Group | Asscts | ~ Houscholds
1 | ‘under $25,000 | 1537
2 . $25,000~$75,000 1072
3 over $§5,ooo - - ' | 206

Since for this sample data on houschold net worth are not avéilablc, the

grouping has been based on total assets defined as the sum of savings accourts.

government bonds, the market value of housing (including vacation homes)

28/

less mortgage debt outstanding, and the market value of common stock’s .

, The price expectations of the households in the CAS sample are

brokeﬁ down as follows:

28/ ' . . . .
— After the equations with the entire sample were estimatd, I

found that some houscholds had wissing data rfor soire variables and
that a missing obscrvations correlation matrix had been used in the
calculations. 1In the cquations for the scparate grouns, all housc-
holds with missing data were excluded altogether.  This reduced the
number of houscholds in the scparate group equations to 2815.
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Table 1

Distribution of Price Expectations

One-Year Horizon
CAS Sample

Proportion of Households

Prices Expected; Entire Asset Asset Asset
Sample Class 1 Class 2 -Class 3
To increase less than 2% .084 .080 .078 - .107
To increase 2-4% ( 451 <449 <461 .403
To incfease 5-10% .226- .221 .232 .238
To increase more thaq 10% .101 ‘ 101 .096 .112
Too uncertain to say .138\ <143 .133 .140

The "typical" household is seen to have'had expectations, correctly
as it turned oﬁt, of rates of inflation approximating 2-4% per year.
However, it is to be noted that a fair proportion of the housecholds, 14%,
was unprepared to express any expectations at all. It also is of particular
interest that the distribution of expectations is, for all practical

purposes, 1invariant across asset classes.

2. Consumers Union Sample
Like the CAS samplé, the CU sample is nonrandom in design and is
based on the extensive survey of some 15,000 of its members by the Consumetrs
Union in the late 1950'5-22/ The particular data set analyzed here contain
4227 households, all residing in an urban area, with both husband and wife
present. Since members of Consumers Union tend to be abo&e average with ‘
respect to income, wealth, and edqcation, the households ‘included in this
22/ For a description of characteristics aﬂd a discussion of the quality of
information of this survey, sece Cagan (1965).
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data set are similar in their circumstances to those in the CAS data set.

The period of reference for the depeﬁdcnt variables in this data
set 1s the calendar year 1959. All stocks, both real and financial, are
measu;ed at the end of 1958.‘ As with the CAS sample, equations have been
extimated for the sample as a whole and with the households grouped
- according to three asset classes.v The grouping is on the basis of the

household's net worth at the end of 1959 as follows:

Group Net Worth Households
B under $25,000 ‘ 2074
2 $25,000 - $75,000 1614
3 : over $75;ooo , 539

As with the CAS sample, it is useful to provide for the CU sample as
well a breakdown of price expectations across households. This is done for

S5-year expectations in Table 2.

Table 2

Distribution of Price Expectations

Five~Year Horizon

CU Sample
Proportion of Households
. . Entire Asset Asset Asset

Prices Expected: Sample Class 1 Class 2 Class 3
To fall ' - .023 .021 .025 .028
To remain the same 041 .370 1336 1334
To increase less than 5% .311
To increase 5-107% .385 .500 536 .525
To increase 10-15% .130
T i o 1-2 ca 3

| o increase 15-25% » 049 1059 .058 .069
To increase 25~-40% . .010
To increase more than 40% .001 .001 .001 .002

Too uncertain to say .050 .039 044 .042
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As with the CAS sample, the “typical household is seen to have had
expectations that correctly anticipated the inflation that axtually
occured over the period involved.ég/ What is more, we again find the dis-

tribution of price expectations to be invariant with respect to wealth.

V. Empirical Results I: CAS and CU Data Sets

Equations have been estimated for the following categories of

household saving and investment:

CAS data set

1). ASA: additions to savings accounts

2). AGB: net purchases of government bonds
3). ACS: net purchases of ‘common stock

4). 1IP: investment in property

53). S1: ASA + AGB

6). S2: ASA + AGB + ACS '

7). S3: ASA + AGB + ACS + IP,

CU data set

1). ADD: additions to demand deposits
2). ASA: additions to savings accounts .
3). AFA: net purchases of financial assets

4) . ANW: change in net worth.

Because of the large number of predictors in the equations, the majority
of which are dummy variables representing demographic characteristics, )
the equations are tabulated in full in Appendix A and only the coefficients

for the price expectations variables are presented here in the text.

Let me begin with the predictors other than price expectations. However, to

30/ Between 1958 and 1963, the horizon covered by the expectations in

Table 2, the CPI increased 5.6%.
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comment in detail on the importance of these other variables would
inject a deﬁracting digression, andvI shall simply list their main
features:slk/ »

1). The strongest variables statistically are almost invariably
existing holdings of assets, savings accounts and government
bonds in the CAS equationsgg/ and various categories of
financial assets in the CU equations. The effect of existing
assets on household investment, especially financial invest-
ment, is for the most part strongly negative, thus indicating
the presence of substantial stock adjustment. Finding this to be
the case 1is, of coufse, hardly surprising.

2). Income also is usunllv a strone nredictor, especially in the
CAS equations where family income is disaggregated as to tvpe

and wage and salary income is further disaggregated according

to recivient. Realized capital gains show up fairly strongly

The CAS equations are listed in Tables Al and A2 in Appendix A,
while the CU equations are given in Tables A3 and A4.

32/ 2"

The reader will note thnat the R” s for the equations for savings
accounts (SA) and government bonds (GB) in Tables Al and A2 are
extremely high given that the observations refer to houscholds.
These high R's result primarily from the presence of SA(t-1) and
GB(t-1) as predictors, as is evident from the t-ratios for these
variables. The rationale for including SA(t-1) and GB(t-1) as
regressors in these equations is that these variables allow for

the dynamic effects of stock adjustment. However, in the present
context, it is clear that these variables also are reflecting
idiuvsyncracies of individual households. Households vary in how
they structure their portfolios, not just because of differences in
expectations and objective circumstances, but also because of
factors unique to themselves. 1In the absence of variables that
allow directly for these unique factors, they will tend to be
reflected in SA(t-1) in the equation for SA and GB(t-1) in the
equation for GB. This being the case, the inclusion of these

two quantities scrves to clarify the estimates of the coefficients
of the other variables. However, it is clear that it would be
misleading (indeed, incorrect) to interpret the coefficients of SA(t-1)
and GB(t-1) as reflecting purely dynamic phenomena.

v
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in the equations for both data sets, as do unrealized capital
gains on real estate in the CAS equations. In particular,
_the 1;tter appeaf to substitute quite strongly for other forms
of saving.
3). Of the demographic factors analyzed, family size shows up
+strongly in the CAS equations and age of head of household
" in the CU equations. Education is of some importance in the
CU equations, but its contribution is relatively minor in the
CAS equatioﬁs. Finally, for neither daﬁa set is occupation

of much consequence.

The coefficients for the price expectations variables for the CAS
equations are tabulaﬁed in Tables 3 ;nd 4. The coefficients in Table 3
are from the equations estimated from the entire sample of 2876 houscholds,
whilé the coefficients in Table 4 are from the equations estimated for
each of three asset classes, where the asset classes are those defined
near the end of Section Iv, |

| Since price expectations are represented in the equationsvas
dummy variables, the coefficients of these variables, as noted inbfootnote
21, can only be estimated in terms of deviations from one another. The
equations have been estimated with PE5, too uncertain to guess, as the
excluded category; but tﬁe coefficients in Tables 3 and 4 are expressed as
deviations from thébcoefficient of PEZEE{ This makes for easier inter- '

pretation of the results since the expectaions of the households in

this category (inflation of 2-4%) were in fact realized.

33/ The entry for SA under PEl in Table 3, for example, indicates that,
ceteris paribus, households expecting prices to increase by less
than 2% added, on the average $348.63 more in savings accounts than
households expecting prices to increase 2-4¥%.
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Table 3

Coefficients for Price Expectations Variables¥*

Dependent
variable

ASA

AGB

ACS

IP

Sl

s2

S3

CAS
PEL

348.63
14.42
~494.18
-311.14
366.26
~133.19

413.68

Definitions of variables:

SA:
GB:
ACS:
- IP:
si:
S2:

S3:

*

Data Set
PE3
98.66
13.89
75.07
-300.83
60.71

133.95

: -144.@8

holdings of savings accounts  PEl:

holdings of government bonds  PE3:

net purchases of common stock PE4:

investment in property PE5:

ASA + AGB
ASA + AGB + ACS

ASA + AGB + ACS

Numbers in the table represent deviations from the coefficient

PE2Z.

+ IP

PE4

336.62
43.83
234.66
-181.52
262.70
490.66

355.31

PES

36.42

13.76

-107.97

261.32

12.92

-102.07

259.96

Prices expected to change < 27%

Too uncertain to say.

5-9%

> 10%

for
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The results in féblc 3 can only be sald to present a mixed picturc.

On the one hand:

1). The coefficients for PE1l, PE3, and PE4 in the cquation for

ACS -~ being hcgative, positive, and positive, respectively,
and increésing in magnitude -~ imply that-highcr expected
inflatipn leads to increased investment in common stock,
which iénin keepipg with the traditional notion that common

stock is a good hedge against inflation.

.2), The coefficients for PE5, being positive in the equations

for SA, GB, IP, S1, and S3, are consistent with the Katona-

- . ' . .34
Juster view that uncertainty leads to increased sav1ng.*i/

On the other hand, it scems implausible ever to have the coefficients for

PEl, PE3, and PE4 all with the same sign, since this implies a marked

and unusual nonlinearity in the effect of price.expectations. However,

this is secn to be the case in the equations for SA, GB, IP, S1, and S3.

The central message of the resultszin Table 4, which has the CAS

household grouped according to wealth, is that the effects of price

expectations are not uniform with respect to wealth. For there is seen

’

to be substantial differences, not only in magnitude, but in sign as well,

.

wealth classes,~—=

in the coefficients for each component of investment across the three

35/

Moreover, even within wealth classes, grouping does

34/

35/

The negative coefficient in the equation for ACS might seem an
anomaly; however, to flee the stock market in the face of _
uncertainty seems perfectly sensible behavior. T e T

Among other things, this casts doubt on the assumption, Jjwplicit

in the equations in Table Al in Appendix A and which underly Table

3, that the structure being estimated is homogenous across wealth.
The proper procedure would be to test this assumption as a hypothesis
in an analysis of covaricnce. However, the disparity of standard

-errors of the estimate (sce the bottom of Table A2 in Appendix A) supgests

that the errvor variance is itself not constant across houscholds, and

in view of this, I have refrained from undertaking a formal analysis

of covariaunce. At a minimum, it would appear that the equations in

Table Al for the samplec'as a whole may be plapued bv heteroscedasticity.
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.Table 4

Coefficients for Price Expectations Variables

CAS Data Set*

Households Grouped By Asset Class

(t-ratios in parentheses)

Dependent: Asset
variable class PE1l PE3 PE4 PES
1 -77.00 28.73 -38.73 51.46
ASA 2 550.06 264.69 320.65 -321.82
3 1754.31 327.38 1505.62 1113.65
1 5.36 3.49 40.10 5.86
AGB 2 -25.57 -31.90 -48.42 -40.77
3 136.86 ™ 88.64 -63.65 437.50
1 -105.41 -35.84 -24.81 -37.38
ACS 2 -631.67  142.00 1008.05 -283.69
3 4205.31 1221.02 ~1896.17 -3089.25
1 ~19.41 ~363.96 271.92 ~95.08
1P 2 103.93 81.14 -140.50 ~166.99
3 . -6917.61 -2095.08 -3434.69 . 2581.90
1 186.35 32.23 -70.63 57.34
S1 _ 2 524,36 232,77 272.33 -362.58
3 1890.11 415.92 1660.27 1551.09
1 © -177.08 -3.61 -95.43 20.96
s2 2 -107.31 375.01 1280.39 -646.27
3 -2314.21 1637.00. -454.27 -1538.16
1 .. .-196.48 -367.57 176.49 -75.11
s3 2 -3.37 356.15 1139.89 -813.26
3 9231.82 -458.15 ~-3888.95 1043.74

*  Numbers in the table represent deviations from the coefficient for PE2.
Variables are as defined in Table 1.
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not lead to much, if any, clarification of the results. ‘There remain

many instances where PEl, PE3, and PE4 all have the same sign, and the

sign of PE5 is now seen to vary with the level of wealth. Indeed, the

Qiew that uncertainty and saving are positively related receives uncquivocal

support only in the equations for households with éssets in excess of
$75,000. )

As mentioned in fdotnote 20, the significance df the price expectations
dummy variables (taken as a group) can be tested through an analysis of
covariance. Equations are estimated with the dummy variables excludcd and
with them included. An F-test is then undertaken on the resulting
- reduction in the unexplained sum of squares. The results from this test
for the 7 CAS equations, with households grouped according to wealth, are
presented in Table SL The numbers in this table are the observed F-ratios
for testing the hypothesis that the coefficients of the price expectations
dummy variables listed in Table 4 are significantly different from zero
as a group

The only equations with observed F-ratios significant at the 0.05
level are seen to be for ACS and S2 for households having assets between
$25,000 and $75,000. Price expectations are ﬁotally devoid of consequence
for households having assets under $25,000 (not one equation for these
households has an F-ratio exceediﬁg 1) and are of only mild importance for
households with assets iu excess of $75,000 (the F-ratio for IP for these
households is significant at the 0.10 level). For reasons that T will go
into in the conéluding section, I find none of these results especially

implausible. Indeed,. the significant F-ratio in the equation for ACS

strikes me as quite an encouraging result.
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. Table 5

F-Ratios Associated With Test of Hypothesis
That Price Expecctations Are A Significant
Predictor In CAS Equations

Asset Equation

class ASA AGB ACS 1P Sl S2 S3
under $25,000 0.25 0.95 0.38 0.65 0.09 0.28 0.48
525,000 - $75,000 | 1.50 0.68 2.73% 0.10 1.42' 2.91% 1.78
over $75,006 0.66, 0.72 ( 1.24 2.00 0.73 0.56 1.40

Notes: 1). Equation headings are as defined in Table 3.
2). An asterisk denotes significance at 0.05.
3). Degrees of freedom associated with the tests are (4, 1479),

(4, 1013), and (4, 150), respectively.

Let us now turn to the CU data set. The tabulation of the results
for this sample follows that for the CAS sample in that the coefficients
for only the price expectations variables are given here in the test and
results are presented for households grouped according to net worth as
well as for the entire sample. The relevant tables are Tables 6 and 7
and Tables A3 and A4 in Appendix A. Tables 6 and 7 follow Table 3 and
4, while Tables A3 and A4 contain the estimated equations in full and
thus parallel Tables Al and A2.

As already noted, the importgnt conceptual difference (with regards

to the price expectations data) between the CU and CAS samples is that,
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whereas price expectations in the CAS sample refer to a single horizon
of 12 months, the data in this sample refer to multiple horizons of 5, 10,

and 20 years, respectively. However, equations utilizing the data for all

three horizons simultaneously have been estimated only for the entire sample;

only data for the S5-year horizon are used in the equations with the households

36/

grouped according to wealth.=' Like the CAS equations, the CU equations
have been estimated with "too uncertain to guess" as the excluded price
expectations category, but the cbefficients in Tables 6 and 7 are
expressed as deviations from the coefficient of the category that contains
the modal expectations. Thus, in Table 6, the numbers listed represent
deviations from the coefficients of PE4, PEL2, and PELR2 for the 5, 10,
and 20 year horizons, respectively, while in Table 7 they represent dev-
iations from PE1l and PEF1l. |

Once agains, the results present a very mixed picture. Indeed,
the results in Table 6 for the sémple as a whole present very little that
is positive. For the Sfyear expectatioﬁs, the signs and magnitudes of
the coefficients for PE1-PE8 imply price expectation effects that are
sufficiently non-linear to defy any plausible interpretation. The situation
is somgwﬂat better for the 1l0-year expectations (cf. the coefficients for
PEL1, PEL3, and PEL4 in the equation for ANW, which decrease in magnitude
with signs, +, ~, and ~), and best for the 20-year expectations, where PELRI1
and PELR3 have opposite signs in all equations except the one for additions
to net worth. The signs of the coefficients for PEl are positive for all

four equations, implying that households expecting prices to fall save more

36/ The decision to forego exploration of the 10 and 20 year horizons in

the equations with houscholds grouped by wealth was prompted strictly
by budgetary considerations.
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than those households expecting iqflation of 1-2% per yeaf. This is

consistent with the traditional view discussed in Section II. Finaliy,

with regard to the category “too uncertain to guess" (PE9, PEL5, and

PELR4 fof the 5, 10, and 20-year horizons, respectively), the coefficients

are of both signs, and there is no particular pattern one way or another.
The poor results for the sample as a whole may reflect in part

a breakdown of expectations into too many subintervals, and in the

equations with households grouped according to wealth, the number of

(5-year horizon) price expectations categories has been reduced to four.

However, as Table 7 shows, neither this procedure, the elimination of

the 10 and 20-year expectations, nor grouping all tgken in combination,
leads to any marked clarification in-the results. From a comparison of
coefficients across wealth classes in Table 7 (see also Table A4 in Appendix
A), it is clear that we once again have strong prima facie evidence of
nonhomogeneity of structure with respect to wealth. And as with the CAS
sample, the substantigl variation in standard errors of the estimate,

seen at the bottom of Table AA, suggests that nonhomogeneity also extends

to error variances.

The variables PEFl, PEF10, and PEF12 in Table 7 are interaction dummy
variables defined as tﬁe product of the pfice expectations dummy yariables
with a dummy variable denoting whether a household was too uncertain to
guess about its financial prospects over the next several yearséz/. As

discussed in Section IV, this represents an attempt to make the coefficients

for the price expectations variables a function of the uncertainty with

31/ See the end of Table 7 for precise definitions of these variables.
It will be noticed that there is no PEF8 corresponding to PE8. This
is because there were no housecholds in the sample with expectations
of more than 40% inflation (over the next five years) and too
uncertain to assess their financial prospects.
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which the expectations’ar‘e held. Consistency with the hypdthesis that o .
motivates this procedure ‘requires the coefficients of PE1i and PEFi

(1 = 1, 10, 12) to have opposite signs. Of the 36 pairs of 'PE1 and PEFi

in the table; 20 have this disparity in sign, while 16 do not. The hypotheses

thus receives little support.

VI. Empirical Results II: Evidence Ffom the Quarterly Flow—of-Fundé

In this section, we turn our attention to an analysis of aggregate
time-series data from thevquartérly flow-of-funds accounts that are pub-
lished by the Board of Governors of the Federal Reserve System.
While our primary interest here will still be in price expectations and
their effects on saving and its compoéition, the reduced size of the
time-series equations makes it feasible to include the predictors other

than price expectations in the discussion.

1. The Model, Data, and Methods of Lstimation

The model underlying the time-series analysis is as foliows: ’ .

Ve = %o+ 0gSHey + apSDe_y + agASB. + @SBy ) + a DD,y + o SA,_,

PA, _

13

+ a,CC_y + aglP,. + agTP, + “IOSIc + a'lth + alzPEt + a 1

+ aRe + apglCe + ug,

38
38/ See the discussions surrounding expression (6) and (10) above.

39/

Other analyses of the flow-of-funds data include Houthakker and Taylor .
(1970), Motley (1970), and Wachtel (1972).

.
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where:

a measure of saving to be defined below

«
1

SH = depreciated stock of residential housing less the mortgage debt
on the stock
SD = depreciated stock of durable gbods
SB = market value of stocks and bonds owned by households (hercafter
referred to‘as corporate wealth)
DD = demand deposits and currency owned by households
SA = savings and t;me deposits owned by households
CC = consumer debt owed by households
LP = labor and property income
TP = transfer payments made to individuals
SI = personal contributions to social insurance
T = personal tax and nontax payments
PE = a measure of price egpectations
PA = percentage increase in.the imélicit deflator for personal
consumption expenditure during the preceding 4 quarters
R = market rate of interest
LC = a vector of points on the age distrithion of the population
u = random error term.

Detailed definitions.of all variables and their sources are given in
Appendix B. Like the models used with the micro data sets,>the model in
(11) is based on the model discussed in Section III. The quantities
comprising net worth, SH, SD, SB, DD, SA, and CC, represent objective

40
state variables, PE represents a subjective state variable;—/ and the

40 " . .
40/ No attempt has been made to include state variables represcnting the

psychological stocks arising from habit formation in consumption. To
do so would require formulating a model in which saving and consumption
are determined jointly and is beyond the scope of the present effort.
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income variables LP, TP, SI, and T, PA, and R represent objective market : ‘
quantities. . Finally, LC represents a vector of demographic characteristics,
which in this case is confined to points on the age distribution of the

population.

The price expectations,variable'cmployed is based on data collected

'quarterly‘by the Survey Research Center at the University of Michigan
and is defined as the difference between the proportion of surveyed

households expecting prices in the year ahead to increase minus the

proportion expecting prices to decrease divided by the sum of these two !
proportions. Thus defined, PE is a quantity that necessarily lies
between -1 and .1, being positive when more households expect prices

to rise than to fall and negative when the reverse is true.

Personal disposable ‘income, it will be noticed, is disag-

gregated to four compoﬁents ~— the sum of labor and property income,
transfer payments, personal contributions to social insurance, and
personal taxes. This disaggregation, which is motivated by the findings
in Taylor (1971);£l/ is based on the breakdown appearing in Table 2.1 of
the National Income Accounts,»but with two‘modifications. The first

is minor and involves the addition to labor and property income of
government‘insurance'payments and capital gains distributions. The
purpose Qf this‘simply is to bring the NIA data into line with FOF

definitions. The second modification is more substantive and involves

41/ :
—= The question asked respondents is whether they expect the prices

of things they buy in the next 12 months to go up, go down, or

remain the same. Prior to 1959, the "things" in question referred

to houschold goods, appliances, and clothing. Beginning in 1959

reference waé to the things that the houschold buys in general. For

discussion of the effect of this change, sce Juster and Wachtel (1972a).
Beginning in 1966, households were asked to provide point estimates

of their expectations. Prior to this, they just were asked whether .
they expected prices to decrease a lot, decrease a little, remain the

same, increase a little, or increase a lot. Unlike .Juster and Wachtel

(1972a, 1972b) or DeMenil and Bhalla (1973), I have not attempted to

convert the pre~1966 data to point estimates.
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eliminating from disposable income components based on imputation. Details
are given in Appendix B. Since housholds may view changes in the market
value of their holdings of stocks and bonds as income, even though only
a part of the gains (or losses) may be realized, the current change in SB,
as well as its beginning of period level, is also included as a prcdlctor.
Finally, depending upon the variable being explained, two different series
have been used for the interest rate, namely, the yield on Baa bonds and
the yield on savings accounts.

The analysis is quarterly and covers a sample period beginning with
the first quarter of 1954 and ending with the fourth quarter of 1970.
The'data on savings and income are all taken from either the Flow-of-Funds
or else from the National Income Accounts. All flows are seasonally
adjusted and are expressed at annual rates in billions of current dollars.
The asset variables are also based upon data from the Flow-of-Funds,
and are measured at tﬁe end of the preceding period in billions of current
dollars. These, too, are seasdnally adjusted where appropriate. Estimation
has been by ordinary least squares, except for four equations which have
been estimated using the Cochrane-Orcutt transformation as a correction
for apparent autocorrelation in the error term. Finally, there are several
equations which involve a di#tributed lag, and these have been estimated
on the assumption that the parameters of the distributed lag lie on a
third degrcc polynomial, "using the LaGrangian method of interpolation

developed by Almon (1965).

2, Summary and Evaluation of Time-Series Results

Equations have been estimated for 14 different items appearing in the
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household sector of the quarterly Flow—of—Funds, and are tabulated in

e — b a0

Table 8. The variabies involving a distributed lag are denoted by an
asterisk, and the coefficient given in Table 8 in these cases represents

the sum of the lag coefficients. The lag coefficients themselves are

presented in Table 9. Finaliy, the coefficients for just the inflation
variables are tabulated in Table 10. |
Brief definitions of the dependent variables are as‘follows 42
PS = personal saving
NS = net saving
GS = gross saving
GI = gross investment
CE = capital expenditures ~
NFI = net financial investment
CD = expenditures for durablé goods
HN = investment in housing
NAF = net acquisition of financial aksets
NIL = net increase in liabilities
DD = holdings of demand deposits and éurrency
SA = holdings of savings and time deposits
CC = change in consumer debt
ID = change in installment debt.

For the independent variables not already defined:

yiela on Baa bonds

Rl =
R2 = yiéld on savings accounts
Al = percentage of population of age 20 to 30

42/ ‘l'
— Complete definitions are given in Appendix B.
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AAl = percentage of population of age 20 to 25
A2 = percentage of population of age 30 to 40

AA2

percentage of population of age 25 to 40

A3

percentage of population of age 40 to 50

A4 = percentage of population of age 50 to 65.

The first three equations in Table 8 refer to concepts of saving of
varying comprehensiveness, while the last eleven refer to housechold invest-
ment "and its most important components. The first equation (PS) refers to
personal saving as defined in the National Income Accounts, which is
composed of net purchases of owner-occupied dwellings and buildings Qf
non-profit organizations, less depreciation, plus net investment in
financlal assets. For present purpos;s, however, the NIA definition of
personal saving has been augmented with two quantities from the Flow-of-
Funds, namely, credits from government insurance and capital gains
dividends. The ;econd equation is for net saving (NS), which consists of
personal saving (as just defined) plus expenditures for durable goods
net of depreciation. This definition of saving is of interest because of
its close correspondence (at least in principle) with the definition of
saving implicit in the permanent income and life-cycle models. Gross
saving (GS) is the most comprehensive concept anélyzed and consists of
net saving plus depfeciation on residential housing, durable goods, and
the capital stock of nonprofit organizations. Study of this quantity is
of importance because, in relation to personal and net saving, it best
represents the full impact of the household sector's saving and investment
decisions on the ecopémy,

On the investment side of the household ledger, the most comprehensive

concept analyzed is gross investment (GI), which consists of capital
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Table 8

Equations

Quarterly Flow-of-Funds
(t-ratios in parcntheses)

Aﬁquntioﬂr
idependent , . ‘ 3
iwriable - rS NS GS CI CE MET
snstant -372.46 -215.65  =331.99 -
- : (~3.18) (~2.01) (~3.06)
H 0.12 -0.26
(1.54) (~1.79)
D 1 -0.23 -0.32 ~0.20
(~3.52) (=5.46) (~2.45)
(~1.53) (-2.72) (-1.70) (5.11)
B | ~0.03%
(-2.10)
A . -0.11 -0.10
(~1.24) (~1.04)
c ' 0.80% -0.43 ©-0.35 ~0.84 -0.47
(3.15) (~2.64) (~2.18) (-2.48) (~1.66)
0.35 0.52 0.60. 0.58 0.16 0.22
(4.72) (9.22) (10.54) (4.36) (7.88) (4.24)
P , 101 0.74 0.89 1.12 -0.21 1.44
~ C(5.72) (5.63) (6.67) (4.91) (~1.59) (5.€0)
31 : -2.23 -1.28 -1.30 '-1.53
: (=4.14) (~2.86) (~2.74) (~1.54)
B S -0.72 -0.85 ~0.90 -0.78 -1.00
(~7.94) (~13.07) (~11.23) (~4.06) (~5.33)
PE 6.38 5.83 5.05 11.83 2.99 4.89
(2.98) (3.59) ©(3.13) (3.20) (1.20) (1.73)
‘A 0.70 0.63 2,30 3.76
(1.72) (1.54) (2.96) (3.95)
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cquation e
independent | . .
yariable PS ‘ NS GS , GI Cr NI
R1 -4.40 -7.0%
(-2.02) (~3.139)
R2
AL 2.20- 6.46 7.61 ' 4.58
: (1.70) (6.07) (5.16) (2.12)
AAL | 1.86
(2.88)
A2 1070 -2.78 _  _ 7.00 -4.82
(4.46) (=1.43) Y (~1.60) (=2.97)
i . , :
A3 31.89 27.55 | 48.65 -
(2.77)  © (2.65)  (4.31)"
A4 ~19.10 ~14.83 ° '=23.36
(~3.72) (-3.17) (=4.46)
K 0.989 .  0.995 0.999 0.990 0.994 0.889
b 0.52
Se 1.52 1.32 1.29 3,34 1.63 4.39
DN 2.29 2.04 2.08 2.68 . 1.85 ©2.06
3 32.41 40.34 95.04 98.17 81.90 19.20
DF 49 54 52 56 53 59
e
Nogés; 1). An asterisk indicates thaﬁ this variable has been estimated with a distri-

buted lag. The cocfficient presented represents the sum of the lag
cocfficients; the lag coefficients themselves are given in Table €.

2). The equations with an entry for p have been estimated using the
Cochrane-Orcutt transformation.
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Table 8 continued

equation
independent -
variable CD HN NAF NIL ph SA
constant -215.87 134,23
(-3.006) (5.75)
SH
°D 0.21
) (2.47)
ASB 0.085% 0.052% 0.038 0.048% 5. 12
(3.14) (3.56) (1.77) (3.51) (3.47)
SB -0.017
(=1.02)
a 0.62
. (7.74)
SA 0.10
(2.17)
"CC -0.24 ~0.60%" -2.03 - -1.98
(~1.49) (=3.44) (-4.85) (-6.56)
Ly 0.15 0.049 0.56 0.12 0.11 0.16 .
(5.17) (1.67) - (3.42) (1.70) (3.69) (3.00)
TP 1.00 0.72
; (3.76) (4.89)
SI ~1.61 -1.015
(~1.69) (-3.65)
T - =0.70 0.14
(-3.98) (2.55)
PE 3.02 1.35 10.53 5.40
(1.48) (1.19) (2.34) (1.88) .
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Table 8 continued

equation
CD HN NAF NIL DD SA
2.73 ~0.95
(2.97) (~1.45)
"60 88
(=3.53)
-4.51 4.25
(-3.23) (1.24)
6.51 12.22
- (3.80) (4.06)
7.63 15.33
(2.99) (2.17)
2.07 -22.32 47,02
(1.50) © (~6.43) (~11.19)
-2.20 -5.46
(-2.85) (~3.58)
16.86 -8.56 19.53 -17.61
(3.00) (-2.88) (6.37) (-2.31)
6.74
(2.68)
0.996 0.894 0.952 0.853 0.998 0.999
0.39 0.46 0.66
1.31 0.74 3.86 2.91 0.99 1.82
1.70 1.74 2.55 2.22 1.38 1.55
59,12 22.78 41.02 22.21 78.04 225.15
50 49 56 55 53
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Table 8 continued

equation . _ : Equation
independent ‘ _ independent
variable CC ID variable CC n
constant : A2 -
sil | S A2 -3.04 ~2.44
' ' (-7.90) (-7.52)
SD
A3
SB
SB VA o
> : :
yd R2 0.887 0.895
SA :
/ f o
c¢ -0.93% -0.81 :
(-6.94) - (-7.04) : Se ‘ ' 1.17 1.00
- 0.20 0.20 DW - 1.96 1.86
: (5.63) (7.55) :
y 5.89 4,85
TP -0.23 -0.27’ o :
(-3.56) (-5.30) DF 54 55
SI -0.93 -0.94
(=3.33) © (=4.91)
PE 1.71
(1.38)
PA
R1l
R2
Al N
LA 8.15 5.54

(5.48) (5.11)

et e et ¢



Distributed Lag Cocfficicents

Table 9

For Equations In Table 1
(t-ratios in parentheses)

cqua= var-
tion fable ' lag )
t t-1 t-2 t=3 t-4 t=-5 t=6 =7 -
PS cc -0.25 .0.07 0.30 0.38 0.0
(=0.57)  (0.30)  (1.18) (4.22)  (1.21)
CE ASB -0.015  0.014  0.031  0.038  0.037  0.030  0.020  0.0:0
(-1.87)  (2.28) (4.44) (5.33) (5.10) (3.86) (2.57)  (i.03)
CD ASB -0.010  0.001  0.010 0.015  0.017 0.018  0.016  0.012  0.06Z
(-1.57)  (0.36)  (2.22) (3.38) (4.25) (4.26) (3.43)  (2.57)  (1.95.
HN ASB -0.003  0.006  0.012  0.015  0.014 -~ 0.009
(-0.72)  (1.63) (3.37) (4.40) (3.68) (2.72)
cc -0.12 ~-0.092 -0.022 -0.061  -0.J1  =-0.14  -0.12
(-0.61) (-0.66) (-0.23) (~0.80) (~3.95) (-2.41) (-1.5&}
NIL ccC 1.23  -=2.41  -0.79
v (1.62) (-2.18) (~1.24)
/"/
- AsB 0.018  0.012  0.008  0.006  0.004
(3.50)  (2.57) (2.10) (1.50)  (0.86)
SA  AsB 0.044 0.016  0.014  0.021  0.022
(4.54)  (1.73) . (1.58) (2.26) (2.33)
ACC cc 0.48  -0.64  -0.69  ~-0.25 0.17
(1.52) (-3.58) (~3.68) (=5.22) (1.uL7)
ALD cc - 0.59 =-0.61  -0.70  -0.26 . 0.17
(2.19) (=3.99) (=4.33) (-6.37)  (1.22)



expenditures (CE) and net financial investment (NFI). In principle, : .
gross investment and gross saving should always be equal, but, like k
National Income and Net National Product in the National Income Accounts, |
they are separated by a statistical discrepanéy which frequently reaches
$5 billion or more. Further diéaggregation takes capital expenditures
into expenditures for durable goods (CD} and gross investment in housing
(HN), while nef financial investment is decomposed into net acquisition

of financial assets (NAF) and net increase in liabilities (NIL). Finally,
equation£ have also been estimated for demand deposits and currency held
by households (DD), savings and time deposits (SA), the net increase in
consumer credit (AID).

Price expectations. Of particular interest to the present under-

.taking is the importance of the variable representing price expectations.
Indeed, the results (see Table 10),’eSpecially for the equations for personal,
bnet, and gross saving and gross investment, in all of which the t-ratio

for PE is 2.9 or higher, leaveflittle quéétion but what expectations of
inflation lead housholds to increase the amoﬁnt they save. This corroborates
the recent results of‘Juster and ‘Wachtel (1972a) and the earlier findings of
Mueller (1959) and; of course, is consistent wifh the Katona-Juster thesis
that inflation increases the uncertainty with which households view the
future and_leads them to increase their saving. Moreover, the equations

for eapital expenditures, expenditures for durable goods, the net

acquisition of financial assets, and the acquisition of éonsumer debt

all point to the positive effect of expected inflation on saying as being

43/

uniform across asset categories —=

43/ While PE is absent from the equation explaining the level of demand
deposits, the variable's impact, when included as a predictor, was
negative but with a t-ratio less than one. In contrast, when PE
was included in the equation for savings accounts, its coefficients
was positive, but again with a t-ratio less than one.
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Table 10

. Cocfficients On Expected And Actual
Price Changes

Time-Serics Equations

(t-ratios in parentheses)

Devnenden X | : ) Depeadent -
Varizble PE PA Variable PE PA
PS 6.38 —_ ‘ HN 1.35 —
(2.98) | , (1.19)
NS 5.83 0.70 NAF 10.53 2.73
(3.59) (1.72) | (2.34) (2.97)
GS 5.05 0.63 NIL 5.40 -0.95
(3.13) (1.54) (1.838) (=1.45)
’ {
GI 11.83 — DD ' T e -
(3.20)
CE 2.99 - SA - -
(1.20) |
NFI 4,358 ¢ 3.76 HCC 1.71 -—
(1.75) (3.95) | (1.28)

o)) 3.02 - : AID : — —
(1.48) . ‘ .
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Inflation in the recent past. Although it does not do so with the .

frequency and gusto of PE, inflation in the recent past, as represented
in the variable PA,.is seen to appear in several equations. My idea for
including this variable in the model was that it Qould'capture a real-
balance effect on money-denominated financial assets. Inflation reduces
the real value of such assets and, to the extent that inflation was not
anticipated, my hypothesis was that households will increasevcurrent saving
so as to make up the loss. I originally set out to incorporate this into
the model directly through a distributed lag on the real change in house-
holds' holdings of demand deposits and savings accounts. However, the
lag coefficients were very Qnstable, and the approach was abandoned in
favor of a four-quarter moving average of the percentage change in the PCE
deflator.

PA appears with a positivé sign in the equations for NS, GS, GI, NFI,
and NAF and with a negative sign in the equation for NIL -=- all of which

is in keeping with the hypothesized real-balance effect.. Still, the

hypothesis would have received more impressive support had PA also

appeared (with positive sign) in the equation for savings accounts.

Effect of wéalth. It is a well-established implication of the

Modigliani~Brumberg life-pycle model that saving will be negatively related
to the levei of wealth. Existing studies, however, have tended to
concentrate on Wcalth as a whole and have not paid much attention to

the possibility that the effect of wealth on saving is different

depending upon the type of wealth involved. The results presented in

Table 8 suggest that diffe;ential effects are definitely present, not only

on total saving, but ‘on its disposition as well. Indeed, the only item .

analyzed for which wealth in some form is absent altogether is savings
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accounts;ﬁﬁ/

Of the components of wealth that have been considered, the ones that
appear with greatest frequency are corporate wealth, often as a distributed
lag on capital gains, and the existing level of consumer debt, the latter,‘
of course, being a liability rather than an asset. The stock of durable
goods appears in the three equations for saving (PS, NS, and GS), but
rather surprisingly not in the equations for gfoss investment, capital
expenditures, or expenditures for durable goods. The housing stock shows
up in the equations for gross saving (although with what would appear to
be the wrong sign) and gross investment, but not, as would be expected,
in the equations for capital expenditures and residential construction.
Surprisingly, in fact, in the equation for capital expenditures, no real
components of wealth appear as predictors at all.

With regard to corporate.weaith, the results clearly support the thesis
that the stock market, through generat?on of capital gains and losses,
has an influence on saving and consumption. However, because of the fact
that realized capital gains are not included in disposable income, care
must be taken in interpreting the quantitative strength of this influence.
We can derive the effect of a capital gain on consumption, but paradoxically

we cannot do this for saving, properly measured. From the equation for

gross saving, a dollar of capital gain is seen to lead to about a two cents

increase in consumption, the latter being defined as the sum of expenditures

on nondurables and services. That this is so follows from the fact that
GS, consumption, and disposable income are connected by an identity.

However, since realized capital gains do not appear in disposable income,

the true effect on saving will not be given by the.decrease in GS, but will

447

" However, this absence may be more apparent than real because of an
extremcly strong trend underlying the dependent variable, which led to
the exclusion of the beginning-of-period level of savings accounts
from the equation finally estimated.
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in fact be an increase in consumption. To illustrate, if there isva
éapital gain of $1 of which $.50 is realized, then, again from the equation
for gross saving, consumption will increase by $Q02 and true saving by
$.48, althouéh gross saving in the Flow-of~Funds would indicate a decrease
of $.02. Two conclusions thus emerge: i

1). The impact of caéital gains appears to fall much more on saving
than on consumption; and

2). Because of the fact thaf realized capital gains are not included
in disposable income, the measures of saving based on NIA definitions

S will coﬁsiderably understate changes in saving, properly défined,
in periods'of marked realization of capital gains or 1osses.32(
The rather small effect on consumption that has just been noted is
counter to the substantial wealth effects that Modigliani and his
associates are currently finding in the consumption sector of the MIT-Penn
-SSRC (MPS)‘model.ﬁé/ However, the following should be kept in mind in |
assessing this apparent contradiction:

1). Although the two models have many elements in common, they also
have points of divergence. Wealth is treated as an aggregate in
the MPS model, but is disaggregated here; disposable income is
disaggregated here; the MPS model contains no terms embodying
.expectations; and, interestingiy enough, the present model,
through the inclusion of points ;n the age structure of the

population, contains life-cycle features that the MPS model does

not.

There is one other important implication of the way that capital gains
are treated in the National Income Accounts. While recalized capital
fains are not included in personal income, taxes on the capital gains
are included in personal taxes. Disposable income-—and therefore NIA
saving--is thus reduced by the amount of the tax. This can account for
the coefficient on T in the cquations for total saving which is larger
46/ (in absolute value) than the one on LP.

—  See Modigliani (1971).
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2). There is also a difference, which may possibly be of conscquence,
in the corporate wealth series used in the two models. The
procedure here has been to take FOF year-cnd levels and interpolate
them to quarterly levels using the Standard and.Poor Index of
Stock Prices. The MPS model, in contrast, uses a corporaté wealth
series constructed by capitalizing net dividends from the
National Income Accounts by the Standard and Poor Index of

Dividend Yields4?/

Although there are numerous instances of absence of components cf
wéalth from the equations in Table 8, cases of perverse sign on those
included are rather few. The housing stock has a positive coefficient
in the equation for gross saving, but in view of the fact that this sign
is reversed in the equation for gross investment, this may reflect mainly
on the quality of the underlying data for saving. fhe stock of durable
goods has a positive sign in the equation explaining the net increase in
liabilities, which seems somewhat strangé, but the most puzzling sign is
the one on CC. Frequently, the level of consumer debt appears with a

distributed lag, which is reasonable given that much of consumer debt

~is subject to well-defined schedules of repayment, and coefficients

on CC beginning two quarters in the past almost invariably have

48/

the expected sign (see Table 9). But this is usually not the case

for the sign on Cct?l" While a negative sign in t-1 can be rationalized

41/

For a discussion of the MPS methodology, see Modigliani (1971, p- 13).

For a model of aggregate consumption and saving that takes the

extension of consumer credit as its point of departure, see Burress
(1972).
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somewhat in those equations in which expenditures for durable goods form J , : ‘

part of the dependent variable, the positive sign in t-1 in the Cquationé,y -,
involving 1iabili£ies as the dependent variable seems a genuine anomaly.ﬁg(

i

Saving out of different types of income. The resulté presented in
Table 8 corroborate in every ﬁajor detail the findings reported in my BPEA 1 '
paper with resbect to the disaggregation of personal incbme.ég/ In partic-é :
ular, they continue to show a very high short-run marginal propensity to
save out of transfer payments and very substantial megative coeficilents on j
personal contributions to social insurace and personal taxes. While the
results obtained here offer no insight as to why the short;run marginal
probensity to save out of transfer income is higher than out of labor and
property income, they do throw some light on Qhere‘households channel.tﬁis
higher saving. Tﬁe equations for NAF and SA indicate that it is into
financial assets ana into savinéé accounts in partidularél/ .

Finally, it is worthy to note thatvthe results do offer some insight into -

“the fadt_that"the coefficient on personal taxes is larger (in absolute value)

than the one on labor and property income. For, as indicated in footnote 44,

49 . . ‘e . .
——/‘ One extenuating circumstance may be the use of a fixed-weight distrib-

uted lag when one of variable weights is in order.

végl The differences between the model used here and the one in the BPEA

paper are as follows: (1) only NIA personal saving was analyzed therc;
(2) wealth is disaggregated here and the components introduced explicitly
/ as predictors; (3) capital gains were ignored in the BPEA paper; (4)
the BPEA model also ignored expectations and the age structure of the
population; (5) the saving and income data used here are free of imput-
ations; and (6) the data used in the BPLA data were expressed in 1958
dollars.
él/ Needless to say, it cannot be deduced from aggregate time-series data
alone whether the higher observed short-run marginal propensity to ’
save out of transfer income is intricsic to transfer income, or whether
it is a phenomenon arising from aggregation across households with- ‘
different marginal propensities to save. The ncgative coefficient on ﬂ '
TP in the equation for capital expenditures, though, suggests that ‘ '
it might be the latter. It was hoped at the outset that the results
from the CAS data set would shed some light on this questionm, but
this has not been the case.
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it would appear to be accounted for, at least in part, by the inclusion in
personal taxes of the taxes paid on capital gains.

Age structure of the population. The discussion of the results with

respect to the age distribution of the population will be facilitated by
the summary of the impact of age on saving and portfolio composition that
is set out in Table 10. This table provides ‘the signs of the several age-
distribution variables in each of the equations. A blank indicates that

the variable in question is absent.

Table 10
Signs of Age Structure Variables

In Time-Series Equations

Age Group?

Equation 20-25 20-30 25-40 30-40 40-50 50-65

PS + + + -
NS + . - +- _
GS + ' - + -
GI +

CcE . +

NFI

CcD + - | +

HN

NAF + -

NIL ' - - -

DD . -
(

SA + -

cc + -

ID + | -

e syt = o e - ——
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The features of note are as follows:

1). Households whose heads are very young-—age 20 to 30-- save more

2).

3.

4).

5).

than average. This would appear to corroborate the point made
by Tobin and Doldg‘(l97l) that‘young households are forced to:
save more than would be expected by strict life-cycle consider-
ations because of iﬁperfections in the capital market.
Households in the age gfoup 30—40»afe indicated to save less than
average. Interestingly; the "dissaving' appears especially to
surface in the holding of financial assets, particularly savings
accounts. That the saving of this age group.tends éo be less
than average conforms with general observation, but it is not
in keeping with the iife—cygle model in which only age is taken
52/

into account.——/ -

Considerably greater than average saving is exhibited by the

40-50'age group. This, too, accords with general observation,

and also with the fact that peak of earning potential, is , in

general, reached in the forties.

‘The 50-65 age groﬁp, on the other hand, is indicated to be

relative diésavers. While this is in keeping with the life-
cyéle model, I nevertheless find it somewhat unexpected, sinée
casual obsefvation suggests that the 10 to 15 years before age
65 are years of conscious‘saving for rétirement.

Finally, it is to be noticed that the equatibns for which agé

appears to be of no consequence at all are net investment in

—————

However, this result is in keeping with an extended version of the
life-cycle model in which family composition as well as age is taken
into account. See Stafford and Dunkelberg (1969).
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financial assets and the holdings of demand deposits. However,
neither of these results seems particularly surprising.
.
VII. Conclusions and General Discussion

The findings with respect to price expcctations'cluster at two extrcmes.
The time-series results unambiguously point to price cxpectations having an
impact on the amount that households save and on the way that they structure
their portfolios. 1In particular, the time-series results show that
expectations of inflation lead househoids to save more. The results from
the two micro dat seté, in contrast, are weak and mixed. The CAS results provide
mild support for the Katona-Juster hypothesis and, in addition, suggest
that price expectations are of most consequence to households of moderate
wealth. On the other hand, nothing conclusive at all emerges from the CU
sample.

The relationship between the saving and portfolio decisions of a
household and its expectations regarding inflation obviously involves a set
of issues that is too complex to come fully to grips with in a study as
limited as that reported here. Many of these issues have been ignored
altogether--such és whether higher (or lower) prices anticipated by a
household are expected to be permanent or only temporary--while others,
such as alléwing for the confidence with which a household holds its
expectations, have been taken into account only ¢rudely and indirectly. Yet,
the present undertaking has, in my opinion, led to positive results. First,
and foremost, it provides fairly convincing evidence that individual price
expectations are a factor to be taken seriously no matter how ill-founded
the expectations nglgg 'may appear to an outsider.

Secondly, and of no less importance, I find in Table 5 that price
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expectations are of greater importance to houscholds of moderate wealth,

as opposcd to poor or very wealthy houscholds, on the whole, to make sense.
For the most part, houscholds with little wealth lack the scope to be much
affected by expectations of iInflation. impcrfcct capltal markets preclude
their undertaking many transactions, and High tr;nsactions casts limit their
interest in undertaking others; Consequently, these houscholds arc much
more likely to react to inflation that has alrcady occurred as opposcd to
inflation that they expect to occur. Wealthy houscholds, on the other

hand, can either afford to ignore price éxpectations altogether or, what 1is
more likely, can place théir portfolio decisions in the hands of
professionals whose expectations, rather than theilr own, are the ones. that
are relevant. Finally, for households with moderate wealth, their portfolio
is sufficiently large to provide a return to»its active management, but not
large enough to be placed in the hands of professionals.

Finally; it has become increasingly clear through the course of the

study that the price expectations data that have been analyzed are

markedly déficient. I do not mean this as criticism of the surveys from
which the data were obtained--these Surveyé.were gesigned for purposes other
than the analysis of price expectationé——but onl; in terms of lessons for
the future. Imn particular:

1. Analysis of the price expectations data in both the CAS and CU
samples indicates that the distribution of ﬁrice expectations
data variés markedly depending upon which member of the house-
hold was queried.éé/ Clearly, the expectations that are relevant
are those of the one responsible for the decisions that are made.

Future endeavors in collecting price expectations data must

53/
I am grateful to Donald Heckerman of the University of Arizona

for being sufficiently curious to undertake this analysis purely in
the interest of science. ’
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accordingly make certain that the expectations obtained are

those of the decision-maker(s).

2). Efforts should also focus on obtaining estimates of the confideace

with which price expectations are held. The iﬁpogtance of
obtaining this additional information in a usable form cannot
be overestimated.

3). Finally, future endeavors should also elicit information on
whether near-term price'changes are expected to be permanent

or only temporary.
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Appendix A
Estimated Equations For CAS and CU Data Sets:

. Glossary For

Tables Al and A2

SA: Holdings of savings accounts

GB: Holdings of government bonds

>
(9]
wn
(1]

Net purchases of common stock

IP: Investment 1nkproperty

S1: ASA + AGB (inves;ment in fixedvclaims)

§2: ASA 4+ AGﬁ + ACS (investmen£ in financial assets)
§3: - OSA + AGB + &CS + IP (change in total assets)
CS: Market value of common stock holdings

OVH: Original purchase price of home

HMD: Mﬁrtgage debt on home

NCO: Number of cars owned

vSCl: (

1 1if fifst car needs repair
.
1 if sécond car néeds repair
§

otherwise

sC2:
otherwise .
1 if family owns stove, refrigerator, washing machine and
{’ black and white TV
HD1: o ’
0 otherwise
\ 1 if family owns clothes dryer or dishwasher or room
air conditioner
HD2:
0 othergise
1 if family owns color TV or hi-fi or musical
- ingtrument ' ’ :
HD3:
0 otherwise




WS1l: Wage and salary income of firast income receiver

WS2: woow v w " gecond income receiver
ws3= []] [1] 1] " ' " third L1 "

ID: Interest and dividend income

RI: Rental income

GI: Gifts and inheritances

BI: Business income

SS: Social security

PI: Pension income

OI: Other income

CGH: Unrealized capital gains on ho;e

CGVH: " " ¥ " yacation home

1' 1f household holds a life insurance policy with surrender value
0 otherwise
DY: Change in family income expected in 1968

IND: Installment debt payments during 1967

1 if household head's age is less than 30

0 otherwise

1 1if household head's age is between 30 and 39

o

otherwise
if household head's age is between 40 and 54

otherwise

P

if household head's age is between 55 and 64

o

otherwige

&
—— ———  ——
[= I




EH1

EH2:

EH3

EH4

EH5

C2:

C3:

C4:

CS:

CCl:

CC2:

N T
- o - o -

——

o

S =

N
O H O M

- O

— e,

o

o

[

-

~.A\

= O

——N—

o

I - T

—"—

o
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if head's educa%}on is 8 years or less
otherwise

if head's education is 1-3 years of high school
otherwise

1f head's education is & years of high school
otherwise |

if head's education is 1-3 years of college

otherwise

1if head's education is 4 or more yeafs of college

otherwise

1f 1 child in .household

otherwise

if 2 children in hOusehoid
otherwise |
if 3 children in household
otherwise

1f 4 children in household
otherwise

if 5 children in household
otherwiée | |

1f 6 or more children in household
otherwise

if 1 child in cpllege
otherwise

if 2 children in cpllege

otherwise




CC3:

DMC:

PEL:

PE2:

PE4:

N
© = O P

o +

-

o

»

 © H © M o K

o

P— A
©c ¥

-

o

r——
(=N
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if 3 or more children in college
otherwise |

if family desires more children
othefwise

if 0-2% inflation expected during next 12 months
otherwise

if 2-47 inflation expected

otherwise

if 5-9% inflation expected

otherwise

if greater than 9% inflati;h expected
otherwise B
if farm proprietor

otherwise

if service worker

otherwise

1f blue collar worker

otherwisge

i1f manager

vothefwise

if technician.or in a profession

otherwise

"{f head worked full time during 1967

otherwise
if head desires second job

otherwise




PP:
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i
1
\

pension payments in 1967.
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Table Al
Equations
'CAS Data Set

(t-ratios in parentheses)

Dependent Variable

Indenendent
Variable SA
constant 404,81
(127.53)
GB(t-1)
cs(t-1) -0,0151
(-3.39)
~ o 0.00208
(0.29)
HMD -0.00919
('1027)
NCO 58,67
(0.69)
SCl -282,41
SC2 74.50
(0.37)
HD1 93.28
(0.67)
HD2 ~51.65
HD3 -184,37
. .1 0.0466

(5.05)

GB

72.62

1,015
(324.82)

-,00073 -

(~1.21)

-.00124
(-1-27)

.00144
(1.46)

"5.63

0.627
(0.02)

67.61
(2.590)

7.13
(0.38)

-13.99
(-0.48)

27.02
(1.28)

.0.00201
(1.64)

ACS 1P
~282.69 ~2423.26
~-0.0541 0.00569
(~8.76) (0.74)
0.0314 ~0,0171
(3.08) (-1.37)
-0.0240 -0.00292
(-2.35) (-0.23)
~13,63 -48.80
(-0.11) (-0.33)
«258.66 ~12.57
(-0.83) (-0.03)
477.06 68.44
(1.69) (0.19)
=294,45 473,07
(-1.59) (1.97)
86.21 133.32
(0.28) (0.36)
~51,08 39,53
(-0.23) (0.14)
0.133 0.117
(10.31) (7.42)



Independent

Variable

ws2

Ws3

- ID

GI

BL

SS

PI

()8

IND
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Table Al (continued)

Dependent Variable

SA
0.00650
(0.22)

-0.135

-0.0421

0.0925

(2.30)

0.139
(5.31)

0.0490
(4.81)

0.182
(0.81)

0.0802
(1.04)

0.135
(2.90)

0.0779
(3.55)

~0.00594

~-0.00271

-181.58
(-1.21)

-0.00052

(-0.04)

0.165
(1.39)

GB

0.00050
(0.12)

0.0141
(0.90)

-0.00596
("1. 39)

-0,00398
v (-0.73)

0.0235
(6.66)

0.00088

(6.64) -

0.0239
(0.79)

-0.00365
(’0935)

0.00367
 (0.58)

0.0134
(4.54)

-0.00129
(‘-10 38)

-0.00397
("'1. 35)

26.95
(1.33)

0.00522
(3.14)

~0.0154
(-0.95)

ACS

-0.240

("5076)
0.135

(1.25)

0.386
(8.78)

~0.00477
(—0.12)

0.397
(10.80)

0.0842
(5.87)

-0.355

0.0595
(0.55)

0.114
(1.74)

-0.103

0.00523
(0.54)

0.0333
(1.09)

-51.98

0.105
(6.08)

-0,0118
(<0.07)

- IP

0.114
(2.23)

0.0086
(0.07)

0.00104
(0.02)

0.308
(4.45)

0.0987
(2.20)

0.118
(6.69)

-0.157
("‘0041)

0.130
(0.99)

-0.0565
(-0.71)

0.277
(7.38)

0.0293
(2.48)

0.0273
(0.73)

316.75
(1.23)

0.0214
(1.01)

-0.527

(~2.57) ‘



Independent

Variable

Al

A2 .

Ak

EH1

EH4

RS

Cil

C2

C3

£
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Table Al (continued)

\
\

\
\

Dependent Variable

SA . GB
-503.99 "36.44
(-0.87) (-0.47)
-261.76 ~34,15
(-0.50) (-0.48)
-402,48 ~25.65
(-0.78) (-0.37)
223.93 .~ 19.67
(0.42) (0.27)
98.19 : ' -70.12
(0.22) (-1.17)
299,03 ~13.06
" (0.90) - (=0.29)
200.68 : 0.730
(1.07) (0.03)
-1.04 16.21
(-0.01) ‘ (0.67)
-83.34 -15.30
(-0.52) (-0.71)
«1527.40 - 53.08
(-3.67) (0.94)
-1498,52 24.33
(-3.42) (0.41)
=1458.63 29,46
(-2.94) (0.44)
(-2.86) (-0.15)
~1698.85 48.36
(~1.68) - (0.35)

Ccs” IP
-564.80 1535.12
-805.60 963.14

-1078.05 743,66
(-1.49) (0.84)
~942.52  1345.43
(-1.27) (1.40)
476.97 883.81
(0.76) (1.16) .
640.76 650.75
(1.37) (1.14)
742,07 114.04
(2.81) (0.35)
284.16 218.26
(1.14) (0.72)
(2.79) (-0035)
-1282,.33 656.45
(-2.19) (0.91)
| -1494.93  1080.72
(~2.42) (1.43)
-2382.19 1919.45
950.90 1498.77
(0.93) (1.20)
(~1.70) (-0.01)
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- Table Al (continued)

Independent

Dependent Variable
Variable SA CB _ cs IP
c6 -1419.07 44.13 -1862.59 474.72
(-1.58) (0. 36) (-1.47) (0.31)
ccl - 84.53 -27.71 105.06 -283.85
(0.49) (-1.18) (0.43) (-0.95)
cc2 ~908.53 ~41.48 -528.71 695.81
cc3 '\ 1646.32 -50.59 -3129.85  -1579.83
(1.65) (-0.38) (-2.24) (0.92)
DMC 1498.89 -35.34 - 1499.39 -543.83
(3.95) (-0.69) (2.81) (-0.83)
" PEL 312.21 0.703 ~386.21 ~572.46
PE2 ~36.42 | ~13.76 107.97  -261.32
(~0.21) (~0.60) (0.45) (-0.89)
PE3 62.24 -27.65 183.04 -562.15
(0.33) (-1.08) (0.69) (-1.72)
PE4 300,20 -57.59 342.63 -442,84
occl ~318.78 -35.74 841.82  -1152.20
(-0.11) (~0.09) (0.20) (=0.22)
0cc2 -432.31 <14.33 ~463.53 ~164+18
(-1.02) (~0.30) (-0.78) (-0.22)
0CC3 ~441.26 2.03 -513.92 -213.32
(-1.37) (0.10) (-1.13) (-0.38)
~occs -9.77 -53.31 -394.87 «17.66
, (-0.02) - (-1.11) (-0.83) (-0.03)
_ 0CC5 -176.83 -35.95 -867.42 -229.49 ®
(-0.62) (~0.93) (~2.15) (-0.46)




N
\.
N

Independéht

Variable

0CC6

FIW

DJ2

WS1/WS2

PP

df

«l
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Table Al (continued)

Dependent Variable

SA
-84.44

56.08
(0.20)

~30.44

-4.40
(—1.102)

(1.10)

0.885

2910.15

2772

4636.34

GB
-30.80

-30.90

~4.89

(-0.18)‘

\ (-0010)

' 0.00048
©(0.11)

- 393.84

2772

534. 54

~

csS

Ip
-541.45 -181.73
-268.52 384.57
(-0.68) (0.79)
(-0.39) (0. 68)
10.76 7.95
(2.47) (1.49)
0.0176 0.00026
(0.38) (0.004)
0.148 0.104
4092.78 5010. 61
2773 2773
657. 43 686.28



Independent

Variable

constant

SA(t-1)
GB(t-1)

cs(t-1)
OVH
HiD
NCO
sCl
SC2
HD1
HD2
HD3
WS1
Ws2

Ws3
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Table Al (continued)
|.\

Dependent Variable

s1 . 82
345.45 'f-155.45
-0.0248 ' -.00052
(~3.46) . (=0.62)
~0.0160 -0.0717
(-3.50) (~9.05)
0.00262 0.0318
(0.35) (2.45)
-0.0103 -0.0304
(-1.37) (2.32)
75.64 53.48
(0.87) 0.35)
-273.14 ~514.96
113.66 594.37
(0.55) (1.66)
45.14 ' =266.48
(0.31) (-1.07)
-60.10 16.46
-168.71 ~223.48
(~1.04) (-0.84)
0.0442 0.175
(4.64) (10.63)
(0.03) (~4.62)
~0.127 0.00440
(-1.60) (0.03)
~0.0625 0.301
0.0752 0.0674
(1.81) (00910)

S3

0.0360
(2.17)

~0.0687
(-6.47)

0.00686
(0.40)

-0.0226
(-1.29)

-68.05

=484 .81

603.39
(1.26)

276.04
(0.83)

102.32
(0.20)

-166.99

0.295
(13.35)

-0.128
(-1.81)

0.0172
(0.09)

0.289
(3.76)

0.380
(3.95)




Independent

Variable

GI

BI

SS

PI

01

CcG

CGH

CGVH

LI

DY

A2

Ab

Table A.1 (continued)
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» Dependent Variable

Sl

0.147
(5.45)

0.0497
(4.71)

0.153

0.0657
(0.82)

0.140
(2.91)

0.135
(5.98)

-0.00581
(-0.82)

-0.0109
(-0.49)

-0.00753,

0.149
(1.21)

=520.00
(-0.87)

~259.51
("‘0048)

-375.81
(-0.71)

337.50
(0.62)

52
0.542
(11.64)

0.131
(0.74)

-0.317

.0.118
(0.86)

0.254
(3.07)

0.0371
(0.95)

-0.00182

0.0232
(0.60)

-218.27

0.0968
(4.41)

0.160
(0.75)

~989.54

(-1003)

-1364.63
(-1.48)

-583.36

(-0.62)

S3
0.657
(10.53)

0.247
(10.08)

-0.606
(-1.14)

0.207
(1.12)

0.193
(1.73)

0.266
(5.07)

0.232
(1.41)

0.0569
(1.10)

91.42
(0.25)

0.132
(4.49)

-0.335
(1.17)

663.74
(0.48)

141.03
(0.11)

=461.37
(-0.37)

702.31
(0.56)
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Table A.1 (continued)

Independént Dependent Variable
Variable .
Sl S2 S3
EH1 -81.37 423.55 1436.73
EH2 248.82 931.47 1667.14
{1.28) (1.57) (2.10)
EH3 171.74 . 921,26 103869
(0.89) (2.75) (2.31)
EH4 11.20 323.06 582.05
(0.06) (1.02) (1.38)
EHS =39,27 592.84 475.90
Cl =1453.52 -2752.60 =-2115.44
c2 -1490.75 " -2999.24 ~1933.52
(-3029) (-3083) ("1.84)
C3 =1440,09 ~3817.27 «1945.54
(-2.81) (-4.31) (-1.64)
C4 -2111.85 =-1170.24 292.39
(-2.82)‘ (-0.90) (0.17)
C5 -1697.22 -4131.19 -4229.30
(-1.63) (~2.30) (-1.76)
Cé6 -1386.47 -3276.63 2868.40
CCl 599.07 1328.08 -711.01
(0.56) «(0.72) (-0.29)
(-2.81) (-2.48) (~0.91)
cc3 1644.73 ~1478.18 -3117.92




Independent
Variable

DMC
PEl
PE2
PE3

PE4

occ1

0CC2

0CC3

0CC4

0CC5

0CCé

FIW

DJ2

Table A.1 (continued)
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iDependent Variable

Sl
1478.96
(3.77)

353.34
(1.41)

-12,92

56.79
(0.29)

249.78
(1.06)

-235.26
(-0.08)

-412,17
(_0094)

 =366.62

("0. 06)

+ =70.85
" (~0.25)

48,52
€0.17)

~48.79

(-0.24)

s2
2987.83
(4.41)

-31.12

102.07
(0.34)

236.02
(0.70)

592.73
<(1.44)

649.41
(0.12)

-842.50

(~1.11) .

~-854.78
(-1. 49)

~394.35
(-0.66)

-1042,08
(-2.03)

(-0.47)

-135.87
(-0 . 38)

s3
2453.61
(2.70)

-673.63
("1. 16)

~259.96

-404 . 44
(-0.89)

95.35
(0.17)

-693.20
(-0.10)

-1133.28
(-10 12)

~-1069.21
(-1039)

-433.82

1302.39

-811.91

151.29
(0.22)

©138.23
(0.29)



Independent

Variable

WS1/ws2

PP
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Table A.1 (continued)

Dependent. Variable

Sl
“4.81

0.0335
(1.00)

0.071

3029.84
2816

300.32

s2
6.14
(1.11)
0.0447
(0.77)
0.145
5232.29
2816

957.76

~

S3
14.55
(1.97)

0.0357
(0.46)

0.177
7011.81
2816

1629.74
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'l' _ Table A2

Equations
CAS Data Set

Households Grouped By Wealth Class*
(t-ratios in parentheses)
Holdings of
Savings Accounts .

Independent

Wealth Class
Variable 1 2 3
constant 761.33 3498,57 2002.91
(46.06) (58.43) (38.45)
GB(t-1) 0.177 -0.0353 0.0365
Ccs(t-1) -0.0211 -0,0627 -0.0369
(~1.34) (-6.57) (~1.87)
OVH -0,0122 =0,0524 . =0,0331
HMD 0.00785 0.0333 0.111
(1.19) (2.49) (2.42)
SC1 =57.50 -189,69 -1888.42
SC2 -5.13 =169.47 «1229.57
(-0.04) (-0.48) (-0.72)
HD1 37.49 248,58 -777.79
(0.42) (1.05) (-0.66)
HD2 ~135.68 -433.31 =116.46
(~1.13) (~1.01) (-0.05)
" HD3 64.21 © =599,.33 =797.15
WSl 0.0307 0.0249 0.0586
(3.48) (1.71) (1.63)
Ws2 0.0593 0.0154 0.102
(2.70) (0.33)

(0.40)

* VWealth classes are defined as follows:

1: asscts less than $25,000
2: assets between $25,000 and $75,000
3: assets greater than $75,000



Independent

Variable

Ws3

ID

BI
SS
L1
oI
CG

GH

LI
DY

IND
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Table A2 (continued)

Holdings of
Savings 'Accounts

—  Wealth Clagg
1 2 3
-0.0303 -0.183 -0.154
(-0.510) (-1050) (-0.37)

0.154 0.135 =0.119
(2.77) (1.05) (~1.55)
«0.00924 0.0600 0.108
0.0864 0.0813 0.132
(2.36) (2.07) (1.41)
0.0248 0.333 0.0495
(2.36) (1.94) (1.47)
0.0109 -0.447 0.277
0.0177 0.0977 -0,150
(0.30) .- (8.31) (=0.34)
0.102 0.237 0.290
(3.43) (3.21) (0.51) *
-0.0923 0.0453 0.116
(-1.64) (0.79) (1.96)
-0.0215  -0.0598 -0.0405
(-3036) (-l‘ .42) ("1-26)
-0.0270 -0.0392 -0.0604%
(-0.39) . (-0.81) (~-1.02)
52.64 -634,13 -110,92
0.0146 -0.0167 °  -0.0405
(1.64) (-0.76) © (~1.26)
~0.154 ' 0.0779 ~0.0604

(=2.41) . (0.24)_ . (-1.02)
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A.

Table A2 (continued)

Holdings of
Savings Accounts

Independent Wealth Class
Variable 1 ' 2 43
Al ~ ~159.95 ~11.23 1108.84
(-0.33) - (-0.01) (0.31)
A2 -173.93 ~110.54 468.70
. (-0.37) (-0.13) (1.98)
A3 ~145.88 64.83 -1846.23
(-0.31) (0.08) (-0.91)
Al , 156.33 435,27 37.12
‘ (0.32) (0.55) (0.02)
EH1 -273.05 420.92 5211.69
(0.97) (0.56) (1.47)
EH3 -66.37 -129,47 172.81
EH4 . =113.15 -206.13 332,31
(~1.00) (~0.68) .27) °
EHS -30.49 ~44,33 -232.97
a1 -655.00 -673.21 -58,721.95
c2 ~714.97 -607.68 -60,158.29
c3 -639.,09 28,72 =59,568.73
(~2.45) (0.02) (-8.10)
Ch - ‘ ~862.01 <1162.77 |
("1098) (“0082)
//pé' ~893.52 137.75
(-1.51) (0.07)
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— ) Table A2 (continued)

Holdings of
~ Savings Accounts

Independent 3 Health Class
Variable 1 2 - 3
C6. -141.27 -275.59 -60,091.77
//;c1 116.16 -218.51 674,54
cc2 -1764.60 85.98 -737.72
cc3 614.83 1367.34 6557 .24
€0.44) (0.97) (1.45)
DMC ' 664.83 343,78 58,538.80
. (3.38) (3.11) (9.87)
PE1 ~-128.46 871.88 640.66
(-0.86) (2.02) (0.39)
-~ PE2 -51.46 321.82 -1113.65
(-0.48) (1.08) (-0.88)
PE3 -22.73 586.51 ~786.27
PE4 -90.19 642.47 391.97
0CC2 ~214,01 ~1254.58
occ3 ~326.90 -621.13 -3472.90
0CC4 -145.96 276.02 -17.87
(-0.72) -~ (0.44) (-0.01)
0CC5 =227.23 =254.49 2628.27
(-1.29) (-0.47) (1.34)
0CC6 -227.54 -85.29 3047.63



y
/
.

Independent

Variasble

FIW
DJ2
Ws1/ws2

123

-75-

Holdings of
Savings Accounts
Wealth Class

1 2 3
-9.11 75.73 409.71
(~0.08) (0.19) (0.19)
-2.75 ~-7.74 0.0243
(-1.16) (~1.57) (0.002)
0.170 -0.0752 1.334
0.649 0.824 0.953
1333.16 3041.46 4935.56
1479 1013 150
1567.25 6208.15 18,660.43
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Table A2 (continued)

\ Holdings of

Government Bonds
Independent Wealth Clags
Variable 1 2 3
constant -16.83 65.52 -2483.24
SA(t-1) -0.00285 -0.0049
(87.55) (118.08)
cs(t-1) 0.00028 -0.00025 -0.0237
OVH 0.0190 -0.00148 = -0.0787
(1.98) ("00 14) ("1.26)
HMD -0.00124 0.00066 0.0191
(0.03) (0.55) (~0.51)
- sc2 57.72 -40.70 -641.41
HD1 -13.22 ~18.35 - ~515.00
w2, -25.77 . 39.17. 444458
\ (-1.37)  (0.76) (1.34)
" HD3 26.91 25.31 -356.25
Ws1 © 0.00178 0.00047 -0.00631
: (1.29) (0.27) (-0.11)
WS2 . 0.00173 0.00114 2.068
\ (0.50) (0.21) (5.83)
WS3 0.00797 0.00176 0.149
: (0.91) (0.12) (1.60)
1D -0,00345 0.00820 -0.0121
RI -0.00347  =0.00129  -0.00102



"‘

Independent

Variable

GI
BI
s§
PI

oI

- CGH
CGVH
LI
Y

IND

‘®

EH1
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Table A2 (édntinued)

-Holdings of
Government Bonds
Wealth Class

1 2 3
-0.00128 0.00978 0.0747
(-0.22) (2.08) (3.59)
0.00128 -0,00092 0.00353
(0.78) (~0.45) (0.47)
-0.00897 -0.0260 0.0582
-0.00971 0.00677 0.0115
(-1.06) (0.48) (0.12)
0.00405 0.00235 -0,0401
(0.87) (0.27) (-0.32)
~0.00220 -0,00377 0.00283
(-0.25) (-0.55) (0.22)
0.00187 - -0,00112 -0.0126
(1.87) (-1.70) (~1.77)
-0.00360 ~0.00447 =0.00433
(~0.33) (-0.07) (-0.33)
6.90 -2.22 487.24
-0.00081 0.00338 0.0292
(-0.58) (1.28) (2.31)
-0.00918 -0.0159 -0.212
(-0.92 (-0.41) (-1.11)
17.41 -103.52 88.51
-9.53 ~46.31 -212.30
(-0.58) (-0.47) (~0.40)
-16.18 -14.73 -45.05
(-0.22) (t0'16) , (-0.10)
38.19 7.31 176.95
(0.50) (0.08) (0.39)
~43.55 ~45.36 ~886.41
("0; 50) (-10 13)

(-0.99)




Ihdependent

Variable

EH2
EN3
EH4

EHS5

cc1
cc2
cc3
DMC

_PE1l

PE2
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‘Table A2 (continued)

Holdings of

Government Bonds

Wealth Class

-1.78
(-0.06)

5.80

22,28
(1.26)

17.55
(1.08)

58.86
(1.78)

40.72
(1.12)

30.80

(0.75)

89.03
(1.31)

92.30
(1.00)

43.87
(0.54)

(~0.83)

-47.19

92.79

- (0.43)

-47.16
(-1.53)

-0.504
(-0.02)

-5.86
(-0.35)

2

39.16
(0.53)

48.76
(1.25)

41.79
(1.15)

13.88
(0.44)

-44 .47
(~0.30)

-22.35

-6.03

"5074
(-0.03)

+39.89
(0.16)

-6051
(-0.20)

-48.06
(-0.73)

90.60
(0.54)

34.07
(0.26)

15.20
(0.30)

40.77
(1.14)

3

~324.72
(-0.47)

-221.71
(-0.76)

-148.61

' =400.63

204.32
(0.14)

149.52
(0.10)

=176.31
(-0.11)

86.58
(0.05) -

-361.70
(~1.49)

416,51
(1.06)

(~-0.70)

17.90
(0.01)

-300.64

(~-0.83)

«437.50

s M e

e S R T, P



Independent

Variable

PE3
PE4
0cc2
0occ3
0CCh
occs‘\
0ceé
FIW
DJ2

WS1/ws2

PP
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Tahle A2 (cont thued)

Holdings of
Government Bonds
Wealth Class

1 2 3
-2.37 8.87 ~348.86

(-0.13) (0.22) - (-1.17)

-37.73 -7.65 -501.15
(~1.68) (-0.16) (-1.44)
14.70 -117.13

(0.40) (-1.05)

7.89 7.12 900.61
-25.18 -105.63 289,70
(-0,79) (~1.40) (0,56)

4.52  =105.80 1 50.55

(0.16) (-1.40) (0.12)
24,05 -82.18 -170.98
-14.41 -68.02 150.05
(~0.54) (~1.00) (0.36)
., 4.57  =~58.67 —29.64 '
(0.26) (-1.21) (~0.62)
0.288 ~ -0.306 2.42
(0.77) (~0.52) €0.69)
0.0213 10.0568 -0.119
(1.21) (1.78) (~0.57)

0.845 0.935 0.987

208.62 362.85 1095.17
1479 1013 150

218.80 573.95 2586.63
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Table A2 (cqntinued) .

. Net Investment in
Common Stock

Investment
in Property

Independent Wealth Class Wealth Class

Variable 1 2 3 1 2 3
constant -60.64 3251.67 4500.08 -1915.80 - -3624.09 13,724.47
SA(t-1) 0.0197 ~-0.0367 -0.0933 0.109 -0.0213 0.137
(2.39) (-2.02) (-1.74) (2.62) (-0.¢95) (2.27)
GB(t-1) -0.0109 -0.00639 -0.148 -0.0471 ~0.0824 -0.0554
cS(t-1 -0.00877 -0.107 -0.222 0.00832 0.0122 0.0148
OVH ~-0.00152 -0.0873 0.00375 -0.00695 -0.00820 -0.6633
HMD 0.00052 0.0866 0.0385 -0.00007 -0.0315 -0.0386
(0.14) (5.47) (0.41) (-0.004) (-1.62) (-0.36)
SC1 ~37.80 -312.94 -1851.69 ~212.72 958.43 -1809.75
- (-0.43) (0.63) (=0.43) (-0.48) (1.57) (-0.38)

/ .

, 8C2 15,08 679.59 ~548.15 344,50 ~273.96 245,00
////, (0.23) (1.63) (-0.15) (1.03) (~0.54) (0.06)
HD1 10.87 -256.39 -6635.38 275,57 474.71 2210.11
(0.22) (-0.91) (~2.74) (1.12) (1.37) (0.81)
HD2 -40.82 13.34 1025.67 9.31 864.01 ~486.39
(-0.62) -(0.03) (0.22) (0.03) (1.38) (-0.10)
HD3 -20.83 20.47 -105.83 197.72 -110.63 -1493.36
(-0.40) (0.06) (~0.04) (0.75) (-0.27) (~0.50)
WS1 0.00817 0.124 | 0.201 0.0687 0.151 0.158
(1.69) (7.19) (2.70) (2.80) (7.13) (1.89)
WS2 0.0248 -0.464 0.134 -0.0739 0.224 -0.144
(2.05) (-8.48) (0.26) (-1.21) (3.32) (-0.24)
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Table A2 (continued)

Net Investment in
Common Stock

Investment
in Prqperty

Independent Wealth Class Wealth Class
Variable 1 2 3 1 2 3
ws3 ;0.00760 0.0735 -0.591 0.0693 -0.0463 -0.504
(-0.25) (0.51) (-0.69) (0.44) (-0.26) (~0.52)
ID 0.0117 0.261 0.451 -0.0912 0.233 0.0563
(0.38) (1.70) (2.84) (-0.59) (1.23) (0.32)
RI ) 0.0458 -0.0385 «0.247 0.321 0.480 0.119
GI 0.00357 0.140 0.647 -0.0226 0.00360 0.394
' (0.17) (3.00) (3.35) (-0.22) (0.06) (1.81)
BI 0.0287 0.0300 0.129 0.106 0.168 0.0523
(4.97) (1.48) (1.86) (3.62) (6.76) (0.67)
SS 0.0889 -0.296 =0.743 0.177 -0.164 ~0.534
(0.08) (-0.67) (-0.48) (0.32) (-0.30) (-0.31)
PI -0,0183 0.0568 1.083 0.521 -0.00707 0.291
(-0.57) (0.41) (1.18) (3.21) (-0.04) (0.28)
o1 -0.0117 0.127 0.443 -0.00268 -0.176 -1.111
(-0.71) (1.45) (0.38) (-0.03) (-1.64) (-0.85)
CG 0.0619 0.0195 -0,154 1.860 0.508 -0.0581
(2.00) (0.29) (-1.26) °* (11.87) (6.12) (-0.42)
CGH 0.00185 -0.112 -0.0651 -0,00914 0.0439 0.0628
(0.53) (-6.99) (-0,98) (-0.51) (2.23) (0.84)
GVH ~0,00441 -0.0613 -0.249 -0.124 0.0435 0.0315
(-0.12) (~1.07) (-2.05) (~0.64) (0.62) (0.23)
LI 34.44 ~523.79 4596.01 205.68 ~162.69 4791.14
(0.70) (-1.69) (1.75) (0.82) (~0.41) (1.62)
DY -0.00036 0.158 0.201 0.0331 -0.118 0.368
(-0.07) (6.05) (1.71) (1.34) (-3.67) {(2.79)
IND -0.0602 -0.0925 ~1.708 -0,0104 -0.349 -5.17
(-1.72) (0.24) (-0.96) (~0.59) (-0.73) (-2.59)
Al 60.90 448,12 15,637.56 634.29 ~23.69 10,921.39
‘ (0.23) (0.34) (2.15) (0.46) (-0.01) (1.33)
T A2 96.81 -688.40 5928.93 -232.19 -194.34 11,879.81
(0.37) (-0.71) (1.21) (0.18) (~0.16) (2.16)
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Table A2 (continued)

Net Investment in
Common Stock

Investment ‘

in Property.

Independent Wealth Class Wealth Clasgs ‘
Variable 1 2 3 1 2 3
A3 17.59 «893.01 1560.49 85.16 -372.14 10,827.17
(0.07) (0.95) (0.37) (0.06) (~0.32) (2.30)
A4 156.85 -391.40 =372.46 -249.10 875.56 8327.93
(0.58) (~0.41) (0.09) (-0.18) (0.75) (1.73)
EH1 -78.51 804.75 3032.59 247.10 =249.40 18,391.90
' (-0.51) (0.90) (0.42) (0.32) (-0.23) (2.24)
EH2 21.04 522.39 3977.38 1201.37 147.01 5272.58
(0.19) (0.71) (0.62) (2.20) (0.16) (0.73)
EH3 8.34 997.75 2953.80 1 78.73 183.79 4014.66
(0.13) (2.59) (1.09) (0.24) (0.39) (1.32)
EH4 64.92 553.14 192.36 382.70. 310.63 ~22.62
(1.05) (1.54) (0.07) (1.22) (0.70) (-0.01)
EH5 39.27 443,25 3118.29 23.52 133.12 -341.66
Cl 97.02 ~1569.45 -44,315.95 434,22 201.65 -2443.41
(0,.83) - (-1.08) (-3.21) (0.74) (0.11) (~-0.16)
c2 -128;61 -987.68  =54,379.43 471.24 1603.58 -562.68
(-1.01) (-0.71) (-4.06) (0.73) (0.94) (~0.04)
C3 ~155.26 -2377.43 ~-61,349.29 848.18 4186.53 -7106.84
C4 161.81 4980.83 87.55 2922.65
(0.68)‘ . (2.96) (0.07) (1.41)
C5 -401.38 -2416.46 ~1069.18 -48.14
yd (-1.24) - (-1.08) (~0.65) (-0.02)
/ﬂﬁi -371.84 -1757.65 -51,428.34 ~319,.38 914.01 =2794.65
(-1.31) (-0.71) (-3.11) (-0.22) (0.30) (-0.15)
CCl - -42,03 51.90 1829.24 393,57 «351.22 ~2817.89
(-0.64) (0.16) (0.81) (1.18) (-0.89) (-1.07)
CC2 44,08 " =1931.05 1157.54 418.99 413.36 4707.38
(0.31) (=2.97) (0.32) (0.59) (0.52) (1.14)
- CC3 146,14 1325.03 -5390.44 -1421.69 -934.98 —9725.7’



Independent
Variable

DMC

PE1l

PE2

PE3

PE4

0CC2

0CC3

—

0CC4

0CCS5

0CC6

FIW

D2J

WS1/ws2

Table A2 (continued)

Net Investment in
Common Stock
Wealth Class

-83-

—1

' 175.26

(1.63)

-68.03

37.38
(0.64)

1.54
(0.02)

12.57
(0.16)

-215.23

-79.29

(~0.61)

-22.64

‘-80 77

-111.83

-65.54
(-1.06)

"1. 90

0.0768
(1.25)

0.063
731.74
1479

132.41

2 3
592.26 48,994.91
(0.45) (4.01)
-347.98 ~1116.06
283.69 3089.25
(0.80) (1.18)
425.93  4310.27
(1.09) (1.56)
1291.74 1193.08
(2.67) (0.37)
-830.50
-903.92 ~1965.03
(-1.21) (-0.25)
-591.27 -758.98
(~0.79) (~0.16)
~529,.32 -2127.88
(~0.82) (-0.53) "
-391,48 1394.68
(-0.63) (0.35)
-500.26 2435.44
(-0.74) (0.64)
72.60 =4651.30
" (0.15) (~1.05)
26.41 -32.92
(4.53) (~1.00)
0.518 -1.292
(1.64) ("0066)
0.270 0.532
3600.72 10,170.79
1013 150
725.46 " 3926.45

Investment

in Property

: Wealth Class
1 2 3
-278.31 ~56.75 1158.47
75.67 270.92 -9499.51
(0.18) (0.43) (-2.50)
95.08 166.99 -2581.90
(0.32) (0.39) (-0.87)
-268.88 248.13 -4676.98
(-0.51) (0.51) (-1.50)
367.00 26.49 -6016.59
(0.92) (0.04) (-1.65)
302.12 151.35
(0.46) (0.11)
318.49 833.25 -7171.,22
(0.61) (0.91) (-0.82)
731.81 202.53 -471.93
356.32 32.87 368.27
(0.73) (0.04) (0.08)
1.94 813.03 -1665.15
(0.004) (1.06) (-0.37)
339.52 -184.24 3485.85
(0.72) (-0.22) (0.82)
412.60 124,10 -2057.25
(1.33) (0.21) (~0.41)
6.83 +11.93 26.17
(1.03) (1.66) (0.71)
-0.158 -0.409 3.010
0.135 0.225 0.293
3707.34 4431,02 11,459.51
1479 1013 150
' 388.98 671.97 3091.93

-—



Independent

Variable

constant

SA(t-1)
GB(t-1)
Cs(t-1)
OVH

HMD

sc1 .

- 8C2-

HD1

HD2

HD3

WSl

WS2

Table A2 (continued)
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Investment in Fixed Claims

Wealth Class

1

————

746,28

-0.311

0.199
(2.63)

-0.0208
(-1.31)

=0.0103

(-2.13)

0.00662

-71011
(~0.44)

52.60

(0.43)

24,28
(0.27)

-161.76
(-1032)

91.12
(0.95)

0.0325

(3.62)

0.0611
(2.73)

2 3
3564.06 2560.42
=0.107 0.00336
(~6.88) (0.12)
-0.0246 0.0590
(-0.34) (1.05)
-0.0630 ‘0.0361
(~6.54) (=1.74)
-0.0539 - =0,0402
0.0340 0.129
(2.52) (2.66)
-162.22 -1648.97
(-0.38) (-0076)
=210.17 -1.64
(‘0;59) (-0001)
266094 '617.17
(1.11) (-0.50)
=394.14 -978.36
(-0.91) (-0.46)
. -533096 -758006
(-1.86) (-0.56)
0.0254 0.0696
(1.73) (1.84)
. 0.0165 0.0592
(0.35) (0.22)

Investment in
Financial Assets

.

Wealth Class
2

1 3
685.65 6815.70 7060.52
-0.292 -0.143 -0.0899
(-17)29) (-6.38) (-1065)
0.188 -0.0310 -0.0893
(2.24) (-0.29) (~-0.80)
-0.0296 -0.170 ~0.258
(-1.68) (-12.17) (-6.25)
-0.0119 -0.141 -0.0364
(-1.71) (~6.69) (-0.42)
0.00714 0.121 0.167
(0.96) (6.15) (1.74)
-108.91 -475.16 ~3500.66
(-0.60) (-0.77) (-0.81)
67.68 469.42 -549.78
(~0.50) (0.91) (-1.52)
35.15 10.55 ~7252.55
(0.35) (0.03) (~2.94)
~202.58 ~380.80 47.32
(-1.49) (~0.60) (0.01)
70.28 -513.49 ~863.88
(0.66) (-1.23) (~0.32)
0.0406 0.150 0.270
(4.09) (7.00) (3.58)
0.0860 -0.448 0.193
(3066) (-6‘61) (0036)



.

Independent
Variable

WS3

ID

61
BL
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PL
01
6
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CGVH
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IND

=

&

Table A2 (continued)
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Investment in Fixed Claims -

Wealth Class

1 2 3
-0.0223 -0.181 -0.00547
(-0.39) (~1.47) (-0.01)
0.151 0.144 ~0.131
(2.67) (1.10) (-1.62)
~0.0127 0.0587 0.107
(-0.25) (0.88) (0.86)
0.0851 0.0911 10.207
(2.24) (2.29) (2.09)
0.0261 0.0323 0.0530
(2.44) (1.87) (1.50)
0.00192 -0.473 0.336
0.00798 0.104 -0.138
0.106 0.240 0.250
(3.50) (3.21) (1.41)
~0.0945 - 0.0416 0.119
(-1.65) (0.72) (1.91)
~0.0196 -0.0609 -0.0532
(-3.02) (-4.46) (~1.58)
-0.0306 -0.0436 -0.0648
(-0.43) (-0.89) (-1.04)
59,61 ~636.34 376.36
0.0138 -0.0134 -0.0176
(1.53) (-0.60) (-0.29)
-0.163 0.0620 -0.708
(~2.51) (0.19) (-0.78)
-142.52 -114.79 1197.55
(-0.29) (-0.10) (0.32)
-183.51 ~156.85 256.41
(-0.38) (-0.19) (0.10)
-162.11 50.10 -1891.16
(~0.34) (0.06) (~-0.89)

Investment in
Financial Assets
Wealth Class

1

-0.0299
(-0.47)

0.163
(2.59)

0.0331
- (0.58)

0.0887
(2.10)

0.0548
(4.62)

0.0908
(0.41)

-0.0103

0.0943
(2.81)

~-0.0326
(~0.51)

-0.0178

-0.0350

94.05
(0.93)

0.0135
(1.34)

-0.224
(-3.10)

(-0.15)

-86.72
(-0.16)

~144.54
(-0.27)

2

0.405
(2.14)

0.0202
(0.21)

0.231
(4.00)

0.0623
(2.48)

-0.769

0.161
(0.94)

0.367
(3.39)

0.0611
(0.73)

-0.105
(-1.48)

-1160.13
(-2.91)

0.145
(4.48)

(-0.06)

333.33
(0.20)

(-0.71)

-842.90
(-0.73)

3

-0.596 R
(-0.68)

0.319
(1.98)

-0.140

0.853
(4.34)

0.182
(2.58)

-0.407
(-Oo 26)

0.945
(1.01)

0.693
(0.59)

-0.0348
(-0.28)

-0.118

-0.314
(-2.54)

4972.37
(1.86)

0.183
(1.53)

-2.416

16,835.09

(2.27)

6185.32
(1.24)

~330.69
(~0.08)



.. Independent
Variable

A4
EH1
EHZI
EH3
EH4
EH5
Cl
c2
C3
Cé4
C5
C6
CCl
CcC2
CC3
DMC

PE1
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Table A2 (continued)

Investment in Fixed Claims
Wealth Class

1 2 -3
194,49 442,55 214,05
(0.39) (0.55) (0.98)
-316.67 375.69 4326.02
-80.61 813.48  =3243.07
(-0.40) (1.30) (-1,00)
-60.58 -80.70 -48.90
(-0.50) (-0.25) (~-0.04)
-90.86 -164.32 183.68
-12.94 -30.46 -633.59
(~0.12) (-0.11) (-0.58)
-596.19 -717.53  =58,511.52
(-2077) (—0058) (-8.31)
-674.13 -630.07 -60,018.80
("2.89) ’ ("0053) ("'8.78)
-608.27 22,69 ~=59,740.30
(-2.29) (0.02) (~7.72)
-773.36 -1285.76
(-1.75) (-0.90)
-800.93 '132.01
(-1.34) (0.07)
-97.37 «235.49 =59,982.15
("0- 19) ("0011) (-7 . 11)
100.79 =225.01 312,83
(0.83) (-0.82) (2.71)
- =1812.15 37.92 321,17
(~-6.95) (0.07) (-0.17)
707.82 1458.69 ° 5853.09
(0.50) (1.02) (1.23)
617.75 377.82 58,549.79
(3.09) (0.34) (9.39) -
-129.01 886.94 340.02
(~0.84) (2.04) - (0.20)

Investment .in
Financial Assets

Wealth Class

1

351.32
(0.64)

-395.17
(-1.25)

"59 . 57
(-0.27)

=52.24
(-0039)

-25.94
(-0.20)

26.33
(0.23)

-499.17
(-2.09)

-802.74
(-3.08)

~-763.53
(-2059)

~-611.55
("’1. 25)

-1202,31
(-1.81)

-469.22

58.76
(0.43)

~1768.06
(”6.11)

853.96
(0.55)

793,01
(3.58)

~197.04
(-1.16)

2

51.66
- (0.04)

1180.44
(1.06)

1335.88
(1.47)

917.05
(1.92)

388.82
(0.87)

412.80
(1.08)

~2287.00
(-1.27)

-1617.78
(-0.90)

~-2354.77

3695.05
(1.77)

-2284.48
(-0.83)

-1993.16

-173.11

-~1893.13
(-2.36)

2783.72
(1.35)

970.10
(0.60)

538.96
(0.85)

3

-158.42
(-0.04)

7358.62
(0.99)

734.30
(0.11)

2904.89
(1.06)

376.05
(0.14)

2484.70
(1.14)

-102,827
(~7.33)

-114,398
(~8.40)

-121,089
(-7'86)

-111,411

2142.06
(0.93)

836.37
(0.22)

462.65

og
107,545
(8.65)

-776.05
(-00 23)




- Inerendent

Variable

PE2

//f;}
//}Ek

0cc2
6ce
~occa
0ccs
0CC6
FTW
D2J
WS1/Ws2

PP
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Table A2 (continued)

Investment in Fixed Claims

Investment in
Financial Assets

Wealth Class

453.13

Wealth Class

1 2 3 1 2 3
-57.34 362.58 -1551.09 -19.96 646.27 1538.16
-25.11 595.35 -1135.17 -23.57 1021.28 3175.09
(-0.21) (1.78) (-0.80) (~0.18) (2.11) (1.13)

=127.97 634.91 -109.18 -115.39 1926.66 1083.89
(-0.88) (1.54) (~0.07) (-0.71) (3.22) (0.33)
~199.33 -1371.55 -414.56 -2202.04
(~0.83) (-1.45) (~1.56) (-1.60)
-319.01 -614.00 -2572.73 -398.30 -1517.91 -4537.77
(-1.67) (~0.96) (~0.65) (-1.88) (-1.64) (~0.58)
-171.16 170.40 271.80 -239,08 -420.87 -487.19
(-0.83) (0.27) (0.11) (-1.04) (~0.46) (-0.10)
-222.74 -360.29 2678.80 -245.38 -889.60 550.91
(~1.24) (~0.65) (1.30) (-1.23) (-1.11) (0.13)
-203.55 -167.47 2876.42 -212.32 -558.94 4271.09
-128.73 501.94 2311.56 -240.57 1.69 4746.99
(~0.74) (0.87) (1.19) (~1.25) (0.002) (0.95)
-4.545 17.06 380.07 ~70.09 89.66 -4271.21
(=0.04) (0.04) (0.17) (~0.56) (0.15) (~0.95)
~2.47 -8.04 2.45 -4.37 18.37 -30.47
(-1.02) (-1.62) (0.15) (-1.63) (2.55) (-0.91)
0.191 -0.0184 1.215 0.268 0.500 -0.0772
(1.68) (-0.07) (1.22) (2.12) (1.28) (~0.04)
0.278 0.123 0.604 0.236 0.281 0.685
1355.77 3069.78 5190.81 1503.31 4456.09 10,343.16
1479 1013 150 1479 1013 150
73.20 1091.03 205.61 1178.59 5017.48
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Table A2 (continued)

' Change in Total Assets
Independent ’ Wealth Class

Variable 1 2 3
constant -1230.14 3191.64 ~6663.98
SA(t-1) ' -0.183 -0.164 : 0.0475
GB(t-1) 0.141 -0.113 -0.145
cs(t-1) -0.0213 -0.158 -0.243
(~0.47) (~8.54) (-3.85)
ovH - | -0.0188 . =0.149 -0.0997
(~1.06) (~5.35) (-0.76)
MD 0.00707 0.0891 0.129
(0.37) (3.43) (0.87)

- N
scl . . =321.63 483.26 - =5310.40
sc2 412.18 195.45 -304.77
< (1.18) (0.29) (~0.06)
HD1 310.72 485.27 ~5042.43
(1. 22) ' (1.05) ("1.34)
HD2 ~193.27 483.21 ~439.07
: ("'0056) (0058) ("0;06) i

HD3 268.00 -624.12 -2357.25
Wsl 0.109 0.301 0.428
(4.28) (10.64) (3.71)
Ws2 - 0.0121 -0.224 0.0495
Ws3 0.0394 -0.154 -1.100
(0.24) (~0.65) (-0.82)
1D . 0.0716 0.637 .+ 0.375
(0.44) (2.54) (1.52)
RI 0.354 0.500 -0.0214
GI | 0.0661 0.234 1.248

(0.61) (3.07) (4.15)



Independent

Variable

BL
SS
PI

or

CGH
CGVH
LI
DY

IND

A2
Al
Ad4
EH1
E2

EU3

-89~

Table A2 (continued)

Change in Total Assets
Wealth Class

-1

0.160
(5.28)

0.268
(0.47)

0.511
(3.01)

0.0917
(1.07)

1.828
(11.21)

-0.0269
(-1.45)

-0.0159
(=0.79)

299.73
(1.16)

0.0466
(1.81)

-0.328
(-1077)

552.65
(0.39)

145.47
(0.11)

" =59.39

102.22
(0.07)

-148.08
1141.80
(2.01)

26.49
(0.08)

2

0.231
(6.95)

-0.933

0.154
(0.68)

0.190
(1.33)

0.569

-0.129
(~4.90)

-0.0614
(-0.65)

-1322.83
(-2.51)

0.0269
(0.63)

-0.380
(-0.60)

309.63
(0.14)

(-0.65)

~-1215.06
(-0.79)

926.69
(0.60)

931.03
(0.63)

1482.89
(1.23)

1100.83
(1.74)

-3

0.235
(2.18)

-0.941
(-0.39)

1‘ 236
(0.86)

-0.418
(-0.23)

-0.0930
(-0.49)

~0.0554

9763.51
(2.39)

0.551
(3.02)

-7.588
(~2.75)

27,756.53
(2.45)

18,065.16
(2.38)

10,496.53
(1.62)

8169.54
(1.23)

25,750.50
(2.27)

6006.89
(0.61)

6919.55
(1.64)



Independent
Variable

EH4

EHS5

Cl

c2

c3

C4

cs

C6

CCl

cc2

cc3

DMC

PEl

PE2

PE3

PE4

0cC2 .
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Table A2 (continued)

Change in Total Assets
Wealth Class

1

356.76
(1.09)

49.85
(0.17)

"'64 . 95

-331.49
(~0.50)

84.66
(0.11)

-523.99
(-0.42)-

(-1.33)

-788.59
(-0 . 53)

452.33
(1.30)

-1349.07
(-1.82)

~567.72
("0. 14)

514.69
(0.91)

-121.37
(-0 . 28)

75.11
(0.24)

-292.46
(~0.85)

251.60
(0.61)

-112.44
(-0017)

2

699.45
(1.18)

545.91
(1.05)

~-2085.33
(-0.88)

—9018
(-0.004)

1831.79
(0.72)

6617.72
(2.40)

~-2332.60
(-0.64)

-1079.13
(-0.27;

"'524 033
(~1.00)

=1479.77
(-1.39)

1848.73
(0.67)

913.33
(0.43)

809.89
(0.97)

813.26
(1.40)

1269.41
(1.98)

1953.15
(2.47)

~2050.69
("1.13)

3

353.43
(0.09)

- 2143.04
(0.64)

-105,271
(-4.90)

-114,961
(-5.51)

-128,197
(~5.44)

114,205

-675.83

5543.77
(0.97)

-9263.11
(~-0.64)

108,703
(5.72)

~10,276
(-1.95)

~1043.74
(-0.26)

-1501.89
(-0.35)

-4932.69
(-0.98)



Independent

‘Variable

0CC3
0CC4
0CCS
0CCé6
FIW
D2J
WS1/ws2
PP

re

Se

df

3
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Table A2 (continued)

. Change in Total Assets

Wealth Class

1

(~0.15)

492.73
(0.84)

110.94
(0.22)

-210.38

98.95
(0.20)

342.51
(1.06)

2.46
(0.36)

0.110
(0.34)
0.146

3857.45
1479

594.59

—2 -3
-684.67 -11,709
(-0.56) (-0.97)
-218.34 -959.13
(-0.18) (-0.13)
-856.74 919.17
(-0.81) (0.15)
254.08 2605.92
(0.25) (0.42)
~182.56 8232.83
(-0.16) - (1.39)
213.76 -6328.46
(0.27) (-0.92)
30.30 ~4.30
(3.21) (-0.08)
0.0908 2.933
(0.17) (0.96)
0.256 0.549
5902.57 15,825.08
1013 150
1850.55 8109.41
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Glossary For

Tables A3 and A4

DD: Holdings of demand deposits ' -
SA: Holdings of savings accounts

FA: Holdings of financial asseﬁs /

NW: Net worth

NMFA: ﬁbnmarket financial assets

OFA; Cash surrender of life insurance + holdings of mortgages and
notes of others + personal loans + trust funds

TD: Total debt of household
: B ~N
ATY: After-tax family income
DY: Expected change in permanent income in 1960
GI: Gifts and inheritances.-.
CG: Realized capital gains
Al
A2
Same as in Tables Al and A2
A3
Ab
1 1f youngest child is 2 or under
Ci: .
0 otherwise
1 1f youngest child 1s 3 or 4
C2:
|0 otherwise
1 1f youngest child is 5 to 9
C3: ‘
0 otherwise

if youngest child 1s 10 to 14

otherwise

Q
&
[ X
~—
(=4 o



