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Appendix V

The Distribution of Assets Among Individuals
of Different Age and Wealth

JOHN BOSSONS

UNIVERSITY OF TORONTO AND

NATIONAL BUREAU OF ECONOMIC RESEARCH

THE purpose of this Appendix is to provide estimates of the distribution
of the value of different assets over individuals characterized by age and
gross wealth (total assets). The contributions of this endeavor are twofold :
(1) to provide estimates of the distribution of wealth among individuals
of different gross wealth within each of several different age classes, thus
providing information on the relative importance of age as a factor
determining wealth differentials, and (2) to do so for the entire household
sectors. Though some estimates of the composition of asset portfolios for
individuals classified by age and gross wealth have been provided in
previous studies, these estimates have (through being based on estate tax
return data) been limited to top wealth-holders.?

The estimates presented in this Appendix are based on data collected
in the 1963 Survey of Consumer Finances conducted for the Board of

Note: The author is indebted to Nahide Craig, Lee Friedman, and Thad Mirer for
programming and research assistance provided during the course of this study, and to the
Board of Governors of the Federal Reserve System for providing a copy of a tape contain-
ing the individual responses to the 1963 Survey of Consumer Finance on which the analysxs
of this appendix is based.

1 Recent studies of the distribution of wealth based on estate tax data include Robert J.
Lampman, The Share of Top Wealth-Holders in National Wealth, 1922-1956, Princeton,
Princeton University Press for NBER, 1962; James D. Smith, ‘‘Income and Wealth of
Top Wealth-Holders in the United States, 1958,”’ Ph.D. dissertation, University of
Oklahoma, 1966; Internal Revenue Service, Statistics of Income—1962, Personal Wealth
Estimated from Estate Tax Returns, Washington, D.C., 1967. For a review of previous studies,
see Lampman, gp. cit., Chapter 1. For data provided in these studies on the distribution of
total assets by age and gross wealth of decedents, cf. ibid., Table 48. Estimates of the dis-
tribution of assets by age and net wealth are provided in Personal Wealth, Tables 11-14.
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Governors of the Federal Reserve System by the Census Bureau.?2 The
survey responses were originally analyzed on a family unit basis; to obtain
“data for individuals, each set of data collected for a family unit was divided
among family members, using data on asset components and income
shown for individuals within each family. Because a number of assets could
not be divided between husband and wife on the basis of data collected
from respondents, estimates were obtained using two extreme assumptions
and were then compared with estimates obtained from estate tax returns
for 1962; the proration basis used (allocating such assets exclusively to the
husband) was based on the closer conformity to estate-tax-based wealth
estimates thus obtained.

In subsequent sections, the estimates obtained from analysis of the
individual responses are presented. The aggregate estimates are compared
to corresponding estimates obtained from other sources in section 1. The
distribution of assets, corporate stock, and other portfolio components are
discussed in the subsequent three sections.

1. COMPARISON OF AGGREGATE WEALTH ESTIMATES FROM
DIFFERENT SOURCES

Aggregate assets owned by the household sector are shown in Table V-1,
which is derived from two sources, the flow of funds data described in
Appendix I of this volume, and estimates obtained by aggregating
responses to the Survey of Consumer Finance. Both sources pertain to
the value of assets owned by individuals as of the end of 1962.

As is now well known, a number of assets tend to be systematically
understated in survey responsés.® This tendency is clear from the compari-
son presented in Table V-1, which shows the survey aggregates substan-
tially understating the aggregate value of certain components of house-
hold wealth, relative to estimates obtained from aggregate data. The
aggregate value of savings accounts, U.S. government securities, state and
local bonds, interests in personal trusts, and interests in pension reserves
are particularly badly understated. (Certain other assets, notably currency
and deposits, are understated because of omission on the survey question-
naire; currency held by respondents was, for example, not ascertained
in the survey.)

2 For a description of the survey, see Dorothy S. Projector and Gertrude S. Weiss,
Survey of Financial Characteristics of Consumers, Washington, D.C., Board of Governors of the
Federal Reserve System, 1966, especially pages 45-62.

3 Cf. Robert Ferber, The Reliability of Consumer Reports of Financial Assets and Debts,
Studies in Consumer Savings, Number 6, Urbana, Ill., University of Illinois, 1966.
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TABLE V-1

Alternative Estimates of Aggregate Value of Household ‘Wealth
Components, 1962

($billion)
Estimates Estimates Difference
Based on Based on Between
Flow of Funds Survey Estimates
Liquid assets
Currency and deposits 67.6 23.7
Savings accounts 204.8 104.8
Brokerage account credit balances 1.2 273.6 0.6 129.1 144.5
U.S. government securities 62.6 33.3
State and local bonds 20.0 12.7
Corporate and foreign bonds 0.0 82.6 5.9 51.9 30.7
Total liquid assets 356.2 181.0 175.2
Other assets
Stocks 372.6 376.9 —-4.3
Mortgages and notes 32.1 44.5
Life insurance 91.9 77.4
Annuity interest — 1.1
Interest in personal trust 85.3 209.3 54.3 177.3 32,0
Equity in noncorporate business 290.9 172.4 118.5
Principal residence —_ 465.9
Other residence — 128.3
Household goods - - 58.3 652.4 —652.4
Profit-sharing plans — 6.9
Pension reserves 109.5 19.3
Estates in probate — 11.5
Miscellaneous 143 1238 — 37.7 —86.1
Total household assets 1,352.4 T 01,5976 —245.2

Nortes: The 1963 Federal Reserve Survey of Financial Characteristics of Consumers
included 2,557 respondents who gave data sufficiently complete to tabulate. As part of
the survey design, each respondent was given a weight reflecting the number of similar
units (with respect to income) in the total population. These weights were accepted in
calculating the above and following tables. Further information on the weighting pro-
cedure may be found in Dorothy S. Projector and Gertrude S. Weiss, Survey of Financial
Characteristics of Consumers, Washington, D.C., Board of Governors of the Federal Reserve
System, 1966, p. 56.

After reinterviews, there were 556 cases for which some information was missing on
wealth and/or income. These cases were accepted as respondents in the survey because in



Appendix V—The Distribution of Assets 397

most cases the missing amounts were judged to constitute a negligible portion of the con-
sumer unit’s wealth and income. Adjustments for these items were made in the survey
editing and processing procedure, generally imputing the mean value based on households
with similar age and income characteristics. Further detail may be found in Projector and
Weiss, op. cit., pp. 53-56.

Though the survey included information on debt secured by each asset, only the gross
values were used here, to facilitate comparison with wealth estimates based on other
sources (such as the Internal Revenue Service Estate Tax Returns).

For two assets, life insurance and closely held corporate stock, it was necessary to adjust
survey data. To obtain estimates of the equity value of life insurance policies, ratios of
equity to face value, by age class, were applied to the survey data on face values. These
ratios were obtained from Internal Revenue Service, Statistics of Income—1962, Personal
Wealth Estimated from Estate Tax Returns, Washington, D.C., 1967, Table J, p. 78.

In the case of closely held corporations, the survey data on book values of businesses
in which the family had an active interest were adjusted upward by a factor of two, in
order more adequately to reflect market values.

In the case of closely held corporations and unincorporated businesses, book values
rather than reported market values were used, reflecting the problems observed by

_ Projector and Weiss, op. cit. It should be noted that the book values of unincorporated
businesses included in this and other tables in this Appendix are estimates of the value of
equity in such businesses and hence may be negative in individual cases. Negative values
for components of this item occur in three out of 2,557 cases for active partnerships and in
five cases for active sole proprietorships. Such negative values reflect the lack of limited
liability for owners of unincorporated businesses. It is interesting to note that in only one
case out of 2,557 was the market value of any of these items reported negative.

The effect of most response errors underlying the aggregate under-
statement of savings accounts, bonds, and beneficial interests is to
understate assets of almost all individuals by a relatively small dollar
magnitude. That is, a large part of the error is likely to be relatively
insignificant in its effect on estimates of the distribution of wealth, merely
causing the true distribution of wealth to be dispersed around a slightly
higher median than that estimated from the survey data, without materi-
ally affecting the dispersion of the distribution around its median.
Consequently, it will be assumed in this Appendix that the response bias
underlying the understatement of aggregate estimates obtained from the
survey responses is not of material importance in analyzing the distribu-
tion of these aggregates over individuals in different wealth classes.*

4 Response errors taking the form of deliberate omissions of important assets items by
a respondent to the survey undoubtedly account for some of the aggregate understatement;
response errors of this form would necessarily affect the dispersion as well as the median
of the distribution of assets subject to such error. It is assumed in this Appendix that such
deliberate omissions are of second-order importance compared to the effect of widespread
omission of minor asset items. The major assets for which this assumption is likely to be
invalid are equities in unincorporated businesses, in closely held corporations, or in real
estate. In these cases, there may be frequent reporting of investments on the basis of their

original cost rather than their current book or fair market values, as well as cases of
deliberate understatement.
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A number of assets appear to be understated by, or omitted in, estimates
of aggregate gross household sector wealth obtained from flow of funds
data. In particular, corporate and foreign bonds, and a number of
miscellaneous assets appear to be more accurately estimated by aggre-
gating survey responses than by using flow of funds residuals.

The most serious divergencies between the two aggregate estimates
shown in Table V-1 (other than for real property) arise in the cases of
unincorporated business equity and of pension reserves. It is possible that
the first may in many instances arise from the use of book values rather
than market values to measure the value of interests in unincorporated
businesses. The divergence in the case of pension reserves is indicative of
the lack of knowledge among many individuals (particularly younger
individuals) of the present value of their future pension rights.

Two estimates of the distribution of total assets over individuals in
different wealth classes are summarized in Tables V-2 and V-3. The two
estimates are based on polar extreme assumptions concerning the alloca-
tion of assets between husband and wife where no data for such allocation
is available. In the first case, such assets are allocated exclusively to the
husband; in the second case, they are split evenly between husband and
wife. Examining the tables in the light of the estimates presented in sections
3 and 4 below, it is evident that the allocation of assets is of material
importance in those cases where the distribution of assets is relatively
unequal.

A comparison between estimates obtained from estate tax returns and
the survey estimates of total assets allocable to individuals with total
assets of more-than $60,000 is presented in Table V-3. This table indicates
that for most assets other than corporate stocks, it is apparently more
accurate to allocate assets of husbands and wives exclusively to husbands
than to split such assets among spouses. For corporate stocks, this particu-
larly seems to be the case, since estate-tax-based estimates of corporate
stock are likely to be understated as a result of liquidations made in con-
templation of death. _

Comparing Table V-3 with Table V-1, it appears that most of the
understatement in the survey responses evident from Table V-1 is concen-

- trated among individuals with total assets of less than $60,000. The estate
tax return estimates of liquid assets (cash and bonds) shown in Table V-3
are roughly $50 million greater than the corresponding estimates obtained
from the Survey of Consumer Finances. However, much of this under-
statement is likely to reflect liquidation of corporate stock and of unincor-
porated business assets to avoid liquidity problems at death. It would
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Notes to Table V-2.

Figures may not add to totals due to rounding.

The basic wealth-holding unit for purposes of the survey consists of families and un-
related individuals, as defined by the Bureau of the Census. It was necessary for purposes
of this table to decompose the survey family data into individual data.

All wealth and income components in the survey were recorded in one of three ways:
a single entry representing the total family wealth; two entries representing first the share
of the husband and wife (H & W) and second, the share of the other family members
(OFM); three entries, one each for the head, spouse, and all OFM. We may list the com-
ponents by the way in which they were recorded. Note that a component may appear
on more than one list if its subcomponents are recorded in different ways.

Single Entry Double Entry Triple Entry
Credit-brokerage account Income (all times) Checking accounts
Other federal securities Savings deposits
State and local bonds Federal savings bonds
Corporate and foreign bonds Mortgages and notes
Stock (all types) (some types)
Mortgages and notes (some Life insurance (face) .

types) : Annuities

Trust assets

Noncorporate business assets
Principal residence

Other real estate

Household goods
Profit-sharing plans
Retirement plans

Estates in probate

Wealth was allocated in the following manner: in all cases wealth to OFM was split
evenly among all adults other than head and spouse. If there were no such adults, OFM
wealth was split evenly among the children.

For triple-entry components, wealth was assigned as recorded (and OFM was split by
the above procedures). For single-entry items, the share allocable to husband and wife is
estimated by distributing the total family holdings of such assets between husband and
wife together and other family members together in proportion to the distribution among
them of incomes from that asset. If no income was reported, the wealth was divided evenly
among wealth-holders in the family. (One exception to this occurs when there is no wife
present. The head then receives a double share.) The share to OFM was computed as a
residual in both cases. The H & W share was divided in two ways (applicable also to
double-entry items); first, all H & W wealth was assigned to the husband; second, the
wealth was evenly split between head and spouse. Wealth aggregates were estimated
separately for each assumption. ’

For additional information see notes to Table V-1.

Source: Analysis of individual responses to 1963 Survey of Consumer Finances.
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accordingly seem safe to assume that less than one-tenth of the $175 million
understatement of liquid assets shown in Table V-1 is allocable to top
wealthholders.

There is a substantial understatement of equity in unincorporated
businesses in estimates based on estate tax return data. (Equity in unin-
corporated business is not shown separately in the aggregated estate tax
return data and is therefore included in “other assets> in Tables V-2 and
V-3.) Such understatement is undoubtedly due to liquidation of interests
in such businesses in contemplation of death, though mortality losses due
to the decedent’s having been a principal in such firms may also be a
factor. The understatement of this item shown in Table V-3 is itself
understated by the fact that such assets have been measured in terms of
book value in the case of the survey responses, but are presumably
measured at closer to market value on estate tax returns.

Holdings of real estate by individuals with assets of more than $60,000
would appear to be significantly understated in survey responses, as seen
when one compares the survey estimates shown in Table V-3 with the
corresponding estate-tax-based estimates. It is possible that this may be
due largely to reporting of values closer to original costs than to current
market values, the latter presumably being the basis for valuation on
estate tax returns.

2. DISTRIBUTION OF TOTAL ASSETS

The distribution of total wealth among individuals in different age and
asset classes is shown in Table V-4. In these and all subsequent tables
in this Appendix, wealth components of husbands and wives which were
not obtained separately in the survey interviews have been allocated
exclusively to the husband.® Allied estimates of the number of individuals
in different age and wealth classes are presented in Table V-5.

The number of individuals with little wealth is pronounced, as is
implied by the figures shown in Table V-5. Their importance in the
distribution of wealth is shown in Table V-4. Though more than five-sixths
of all individuals had less than $15,000 in total assets, such individuals
accounted for less than one-sixth of the total wealth of the household
sector. Moreover, approximately 20 percent of the wealth owned by such
individuals was attributable to individuals more than 64 years old.

5 For a description of the procedure used to decompose family data into estimates on an
individual basis, see the notes to Table V-2.



Appendix V—The Distribution of Assets 403

TABLE V-4

Distribution of Household Assets Among Individuals Classified by Age
: and Total Assets, 1962

Age of Individual

Total Assets Owned  Under :
by Individual 25 25t034 35t044 45t054 55to64 Over64 All Ages

A. Total Asseis Owned by All Individuals in Each Class (Sbillion)

Less than $15,000 15.0 32.6 52.0 63.3 48.0 463 2573
$15,000-830,000 3.5 41.3 62.3 75.1 54.5 499  286.5
30,000- 60,000 1.1 23.5 55.4 68.5 80.5 51.3  280.2
60,000-100,000 0.9 4.1 21.5 29.8 37.7 454 1393
100,000-200,000 ‘ 2.6 1.3 400 23.4 48.0 214 136.7
200,000--500,000 0.6 8.2 15.2 31.8 44.8 56.9 1575
500,000-1,000,000 2.1 2.3 15.6 15.1 27.8 38.2 101.0

Over $1,000,000 — 25.3 24.8 63.4 60.0 65.5  239.0
Allindividuals 258 138.6 286.7 3702 401.3 3749 1,597.6

B. Percentage Distribution (percent of tolal wealth) .

Less than $15,000 0.9 2.0 33 4.0 3.0 29 15.8
$15,000-$30,000 0.2 2.6 39 4.7 3.4 3.1 17.9
30,000~ 60,000 0.1 L5 3.5 4.3 5.1 3.2 17.5
60,000-~100,000 0.1 0.3 1.4 1.9 24 29 8.8
100,000-200,000 0.2 0.1 2.5 1.5 3.0 1.3 8.6
200,000-500,000 — 0.5 1.0 20 28 3.6 9.9
$00,000-1,000,000 0.1 0.1 1.0 0.9 1.7 24 6.3
Over $1,000,000 — 1.6 1.6 4.0 38 4.1 15.0
All individuals 1.6 8.7 17.9 23.2 25.1 23.5 100.0

Norte: Figures may not add to totals due to rounding.
Sources: Tables V-13 to V-19. Individual responses to 1963 Federal Reserve Board
Survey of Financial Characteristics of Consumers.

By contrast, individuals with total assets worth more than $200,000
accounted for virtually one-third of the total assets of the household
sector, even though comprising only 0.5 percent of the tabulated popula-
tion. These individuals were heavily concentrated in higher age classes,
with individuals more than 54 years old accounting for close to 60 percent
of total assets held by members of these wealth classes.

The increasingly unequal distribution of wealth as age increases is
to be expected on several grounds. The principal reason for this result is,
of course, that lifetime incomes are distributed unequally (partly because
of the incidence of bequests), and that human capital is ignored in the
assets tabulated in this Appendix. Were differences in human capital the
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TABLE V-5

Distribution of Number of Individuals Classified by Age and Total
Assets, 1962

Age of Individual

Total Assets Owned Under
by Individual 25 25t034 35to44 45t054 55to64 Over 64 All Ages

A. Number of Individuals. (millions)
154.6

Less than $15,000 57.1 22.0 23.4 21.7 16.0 14.4
$15,000-$30,000 0.2 1.9 3.0 3.5 2.5 2.3 13.3
30,000- 60,000 —_ 0.6 1.4 1.7 1.9 1.3 6.8
60,000-100,000 —_ 0.1 0.3 0.4 0.5 0.6 1.9
100,000-200,000 —_— —_ 0.3 0.2 0.4 0.2 1.0
200,000-500,000 e —_ 0.1 0.1 0.2 0.2 0.5
500,000-1,000,000 —_ —_ — — — 0.1 0.2
—_ 0.1

Over $1,000,000 —_ —_ — — —
All individuals 57.3 247 28.4 27.5 214" 190 1784

B. Percentage Distribution (percent of grand total)

Less than $15,000 32.0 12.4 13.1 12.1 8.9 8.1 86.6
$15,000-830,000 0.1 1.1 1.7 19 1.4 1.3 7.5
30,000~ 60,000 — 0.3 0.8 1.0 1.1 0.7 3.8
60,000-100,000 — —_ 0.2 0.2 0.3 0.3 1.0
100,000-200,000 — — 0.2 0.1 0.2 0.1 0.6
200,000-500,000 —_ — — 0.1 0.1 0.1 0.3
500,000-1,000,000 — — — —_ —_ —_ 0.1
Over $1,000,000 — _ — — — — 0.1
All individuals 32.1 13.8 15.9 154 12.0 10.7  100.0

Norte: Figures may not add to totals due to rounding.
Source: Individual responses to 1963 Federal Reserve Board Survey of Financial

Characteristics of Consumers.

only source of differences in lifetime income, financial wealth would be
determined partly by variations in rates of return realized on invested
capital and partly by variations in the cumulative amount of previous
saving by each household, with the latter being the dominant factor
accounting for systematic variations in wealth across age groups. Were
consumption a constant fraction of lifetime income and were current
income a constant fraction of lifetime income (regardless of age), then
average wealth would increase with age and the distribution of wealth
would become more unequal as age increased. Taking the normal lifetime
profile of income into account would change this conclusion only margin-
ally. Both variations in rates of return on capital and variations in lifetime
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income on human capital would result in an increasingly unequal distribu-
tion of wealth as age increases.® -

To the extent that variations in rates of return on capltal are in part
attributable to rents on scarce types of human capital, we may expect
the rate of increase of wealth with age to depend in part upon the fraction
of total assets invested in corporate stock (since most of the variance in
rates of return is attributable to returns on such assets).

3. DISTRIBUTION OF SHAREHOLDINGS

The ownership of common and preferred shares is heavily concentrated
among older individuals and among individuals with large wealth. The
total value of corporate stocks owned by individuals in different age and
asset classes is shown in the first part of Table V-6; the share of household
sector ownership of stocks allocable to individuals in each age and asset
class is shown in the second half of this table. A comparison of Table V-6
with Table V-4 provides some interesting insights into the extent to
which stock ownership is concentrated among upper age and asset
classes.

While 72 percent of total assets in the household sector is owned by
individuals more than 45 years old, 83 per cent of corporate stock is
owned by individuals older than 45. The effect of age becomes more
pronounced as age increases. For individuals aged 45 to 54, their share
of the aggregate value of stocks owned by the household sector is almost
identical to their share of total assets in the household sector. Individuals
aged 55 to 64 account for 28 percent of corporate stocks owned by the
household sector and 25 percent of total assets. Individuals more than 64
years old account for 32 percent of the value of the stocks owned by all
individuals, while accounting for only 23.5 percent of total assets.

Among individuals more than 45 years old, the relative importance
of corporate stocks rises as total assets of the individual rise. Individuals
in this age group with over $200,000 of assets account for 63 percent of
total stock owned by the household sector, while accounting for only 25
percent of total assets. Individuals more than 45 years old with assets
‘above $1 million account for more than one-third of total corporate stock
held by the household sector and for only one-eighth of total household-
sector wealth.

8 For a brief review of sources of income and wealth differentials, see J. E. Stiglitz,
‘“The Distribution of Income and Wealth among Individuals,’’ Econometrica, July 1969,
pp. 382-97.
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TABLE V-6

Distribution of Household-Owned Corporate Equities Among Individuals
Classified by Age and Total Assets, 1962

Age of Individual

Total Assets Owned Under
by Individual 25 25t0 34 35 to 44 4510 54 55 to 64 Over 64 All Ages

A. Total Amount of Corporate Equities Owned by All Individuals in
Each Class ($billion)

Less than $15,000 0.6 0.5 0.3 0.7 0.9 0.6 3.6
$15,000-$30,000 0.2 0.8 1.8 1.3 3.6 -2.6 10.3
30,000- 60,000 0.1 4.7 34 7.0 5.6 6.3 27.0
60,000-100,000 0.5 3.3 2.8 4.3 11.8 6.4 29.1
100,000-200,000 0.4 0.5 11.8 6.5 11.8 7.1 38.1
200,000-500,000 0.1 1.1 4.3 13.8 14.7 35.1 69.2
500,000-1,000,000 1.3 1.7 1.8 6.1 17.8 18.1 46.9
Over $1,000,000 — 1.0 19.5 47.0 39.8 45.6 152.8
All individuals 3.2 13.6 45.7 86.7 106.0 121.8  377.0
B. Percentage Distribution (percent of grand total)

Less than $15,000 0.2 0.1 0.1 0.2 0.2 0.2 .
$15,000-$30,000 —_ 0.2 0.5 0.4 1.0 0.7 2.7
30,000- 60,000 — 1.2 0.9 1.9 1.5 1.7 7.2
60,000-100,000 0.1 0.9 0.7 1.1 31 1.7 7.7
100,000-200,000 0.1 0.1 3.1 1.7 3.1 1.9 10.1
200,000-500,000 — 0.3 1.1 3.7 39 9.3 18.4
500,000-1,000,000 0.4 0.5 0.5 1.6 4.7 4.8 12.4
Over $1,000,000 — 0.3 5.2 12.5 10.5 12.1 40.5
All individuals 09 3.6 12.1 23.0 28.1 323 100.0

Nore: Figures may not add to totals due to rounding.
Sources: Tables V-13 to V-19.

The average ratio of the value of corporate stock to the value of assets
owned by each individual in different age and asset classes is shown in
Table V-7. Because of the relatively small sample size in each one of the
cells, it would be erroneous to assign too much weight to specific numbers
in this table, Moreover, because of the relatively small number of large-
wealth owners who are young, it is necessary to be particularly wary of
estimates shown for individuals below 45 years of age. The relatively high
variance in the ratios of traded stock to total stock for individuals between
25 and 44 years old with wealth greater than $60,000 reflects a predictably
high variance in the relative importance of investments in closely held
companies. In part, this variance may be due to the incidence of bequests:
consisting of interests in closely held companies. In part, the high variance
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TABLE V-7

Average Ratio of Value of Stocks to Total Assets for Individuals Classified
by Age and Size of Total Assets, 1962

(percentage of total assets)

Age of Individual

Total Assets Owned Under

by Individual 25 25to 34 35to44 45 to 54 55 to 64 Over 64 All Ages
Less than $15,000 6.2 1.4 0.6 1.1 1.8 1.3 1.4
$15,000-830,000 49 2.0 2.8 1.8 6.7 5.2 3.6
30,000- 60,000 . 11.2 19.8 6.1 10.3 6.9 12.2 9.6
60,000-100,000 62.1 80.2 13.1 - 143 31.3 14.1 20.9
100,000-200,000 145 36.9 29.5 27.9 24.5 33.2 27.8
200,000-500,000 21.7 13.4 28.5 43.4 32.8 61.7 43.9
500,000-1,000,000 63.8 74.0 11.2 40.7 64.2 47.5 46.4
Over $1,000,000 —_ 3.8 78.5 74.2 66.3 69.6 63.9
All individuals 16.2 9.7 15.9 23.5 26.4 32.5 23.7
Sources: Tables V-13 to V-19.
TABLE V-8

Ratio of Valué of ‘Traded Stocks to Total Stocks Owned by Individuals
Classified by Age and Total Assets, 1962

(percentage of total stocks)

Age of Individual

Total Assets Owned Under

by Individual 25  25t034 35to44 45to 54 55 to 64 Over 64 All Ages
Less than $15,000 100.0 94.2 98.3 99.9 82.6 99.9 94.7
$15,000-830,000 94.5 71.3 69.4 68.7 90.7 92.1 83.1
30,000~ 60,000 96.2 10.0 34.4 86.8 88.2 84.2 66.7
60,000-100,000 73.3  100.0 38.3 89.3 94.6 100.0 89.8
100,000-200,000 100.0 11.9 23.3 67.2 84.7 64.2 58.1
200,000-500,000 99.8 14.3 41.2 35.0 758 93.5 73.6
500,000-1,000,000 100.0 2.3 65.5 21.7 45.8 71.1 53.1
Over $1,000,000 — 75.5 21.7 23.9 53.5 59.0 42.1

All individuals 95.2 42.7 30.0 38.4 66.7 75.4 57.9

Sources: Tables V-13 to V-19.




408 Institutional Investors’

may be due simply to the relative infrequency with which individuals less
than 45 years old become proprietors of successful new corporations.
Average ratios of the value of traded stock to the value of total stock

owned by individuals classified by age and gross wealth are shown in
Table V-8.

4. DISTRIBUTION OF OTHER ASSETS

Estimates of the different components of wealth owned by individuals
in different age and asset classes are shown in Tables V-13 through V-18.
(A summary table showing the components of wealth for individuals in all
age classes combined is presented in Table V-19.) These tables provide
substantial detail on the composition of wealth in different age and asset
classes.

The relative importance of liquid assets and investments in real estate
and household durables is shown in Tables V-9 and V-10. As these tables
indicate, the importance of both types of assets is highest for individuals
with small amounts of wealth. As Table V-9 indicates, the combined
importance of cash and bonds is particularly high for individuals over 64,
compared with individuals in all wealth classes combined in different age
classes. In addition, the importance of liquid assets is enhanced in higher
wealth classes by the importance in such classes of investments in state and .
local bonds, which because of their tax-exempt status are attractive to
individuals whose marginal tax rate is higher than that of the marginal
investor in the state and local bond market. State and local bonds are a
significant fraction of liquid assets for individuals with more than §500,000
in total assets. '

The relative importance of real property, shown in the tabulations
presented in Table V-10, is particularly pronounced in low wealth classes.
As wealth increases, the relative importance of real property declines. A
similar decline in the relative importance of real property (though not as
precipitous) may be observed as the age of the individual increases.

Among other assets, the distribution of unincorporated business assets
is particularly interesting. The relative importance of these assets in
different age and wealth classes is shown in Table V-11. Such assets are
of particularly large relative importance for wealth holders with assets
between $30,000 and $500,000, almost without regard to the age of the
wealth-holder. As a result, the relative importance of unincorporated
business assets for all individuals in an age class is almost entirely un-
affected by age in the top four age classes. (In the bottom two age classes,
the paucity of individuals with wealth above $60,000 dominatestheresult.)
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TABLE V-9

Relative Importance of Cash and Bonds Among Asset Holdings for
Individuals Classified by Age and Total Assets, 1962

(percentage of total assets)

Age of Individual

Total Assets Owned Under

by Individual 25 25 to 34 35to44 45 to 54 55 to 64 Over 64 All Ages
Less than $15,000 26.0 11.0 13.6 13.7 18.6 25.1 17.0
$15,000-830,000 3.4 2.9 4.4 9.1 17.5 19.7 10.6
30,000~ 60,000 3.5 5.1 8.1 11.1 15.0 25.8 13.8
60,000-100,000 58 - 09 4.4 11.1 15.8 15.5 12.4
100,000-200,000 29.9 2.1 7.5 5.9 12.0 23.6 11.7
200,000-500,000 2.5 1.4 6.8 5.0 4.8 9.0 6.4
500,000-1,000,000 0.2 1.9 0.4 3.5 54 13.6 7.3
Over $1,000,000 — 1.0 3.1 2.9 9.5 13.0 7.2
All individuals 19.1 4.6 . 7.0 8.6 12.9 17.6 11.3

Sources: Tables V-13 to V-19.

TABLE V-10

Relative Importance of Real Property Among Asset Holdings of
Individuals Classified by Age and Total Assets, 1962

(percentage of total assets)

Age of Individual

Total Assets Owned Under

by Individual 25  25t0 34 35to44 45to 54 55 to 64 Over 64 All Ages
Less than $15,000 5.5 61.1 59.2 71.6 57.2 56.5 49.2
$15,000~-$30,000 77.8 78.4 80.2 71.0 59.6 53.1 68.9
30,000~ 60,000 0.8 60.9 52.3 49.3 50.7 439 50.1
60,000-100,000 8.7 14.0 59.5 39.5 354 32.8 38.4
100,000-200,000 — 53.2 41.7 40.3 27.8 24.1 33.1
200,000-500,000 —_ 15.7 35.8 26.4 12.6 11.7 17.4
500,000-1,000,000 3.2 7.1 4.2 24.6 16.9 22.0 17.5
Over $1,000,000 — 1.1 4.5 11.3 96 89 8.4
All individuals 15.5 50.2 51.1 46.7 35.8 31.0 37.2

Sources: Tables V-13 to V-19,
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Over all individuals, the relative importance of unincorporated business
assets is approximately 5 percent for individuals with assets of less
than $30,000 or assets of greater than $500,000 and is approximately
between 15 and 20 percent for individuals with assets between $30,000 and
$500,000.

The estimates shown for the relative importance of most other variables
are relatively low and deserve little comment. The one exception consists
of the high values shown for the relative importance of equity in life
insurance in the low wealth classes, 2 phenomenon which may in part be
due to an overstatement of the ratio of life insurance equity to life insur-
ance face value for individuals in the bottom age classes. The relative
importance of bequests as a source of wealth is shown by the relative
importance of estates in probate compared to total assets for individuals in
higher wealth classes who are less than 35 years old.

5. ASSET-HOLDING PATTERN FOR INDEPENDENT INDIVIDUALS
LESS THAN 25 YEARS OLD

In the preceding analysis, all individuals less than 25 years old have been
aggregated together. In this section, individuals in this age group who are
heads of households or living in independent establishments are segregated
out and examined separately. Such persons account for 7.5 million indi-
viduals out of the 57.3 million individuals included in the under-25 age
group. (Most of the remaining 49.8 million individuals are dependent
children.)

Estimated asset-holdings for such individuals are presented in Table
V-12. By comparing the estimates shown in this table with the results of
previous analyses reported above, it can be seen that independent indi-
viduals under 25 years of age are much more like individuals in higher age
groups than like dependent children in the pattern of their asset holdings.
Of particular interest is the almost complete absence of investments in
common stocks and in equity interests in unincorporated businesses.
Consequently, it may be assumed that the magnitude of investments in
such assets shown earlier is the result of distribution of such equities to
dependent children by parents in order to avoid estate taxes and to reduce
current personal income taxes on income from the business. Since de facto
control of such equity interests would in most such instances continue to
reside in the parents, the figures presented on the distribution of asset
ownership by age class present a biased estimate of the distribution of the
control of wealth by age class.

Further data on independent individuals less than 25 years old are
presented in Table V-20.
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TABLE V-11

Relative Importance of Equity in Unincorporated Business Among
Asset Holdings for Individuals Classified by Age and Total Assets, 1962

(percentage of total assets)

Age of Individual

Total Assets Owned Under

by Individual 25 25t034 35to44 45t054 55t064 Over64 All Ages

Less than $15,000 21.2 6.4 8.4 1.2 7.3 2.5 5.8
$15,000-§30,000 9.3 7.3 35 7.4 7.5 15.3 7.9
30,000~ 60,000 . 225 2.9 23.1 15.8 17.2 11.5 15.8
60,000-100,000 5.2 — 11.6 24.9 7.2 30.8 19.1
100,000-200,000 55.5 — 11.7 4.3 20.0 14.4 14.5
200,000-500,000 45.0 — 20.1 16.9 35.9 8.1 18.7
500,000-1,000,000 3.2 —_ 0.5 26.3 1.3 41 . 60
Over $1,000,000 — — 0.5 4.5 4.9 3.9 3.5
All individuals 21.7 4.2 104 10.2 13.2 10.8 10.8

Sources: Tables V-13 to V-19,
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Appendix V—The Distribut
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