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3 5= 7 36 $ $
Year | Top 1% by income Estate tax Gift tax
Marginal | Effective | Tax | Exemption | Exclusion for Marital Annual
rate rate' range closely held deduction exclusion’
business
1963 91% 24.6% 3-77% | $268,581 NA 50% $13.429°
1977 70% 27.8% | 18-70% | $295971 $1,226,400 |50% or $613,200 | $7,358
1980 70% 239% | 18-70% | $312,071 $965,790 | 50% or $482,895 | $5,794
1985 50% 192% | 18-55% | $596,848 | $1,119,090 100% $14921
1989 28% 204% | 18-55% | $784,896 $981,120 100% $13,081
1993 39.6% 21.9% | 18-55% | $686,784 $858.,480 100% $11.,446
1995 39.6% 23.8% | 18-55% | $649,992 $812,490 100% $10,833
1998 39.6% NA 18-55% | $638,750 $766.,500* 100% $10,220°

All dollar figures converted to 1999 dollars using the CPI All Urban, All Items Research Series. The
adjustment factors used are 4.40,2.42,1.91, 1.48,1.30, 1.14, 1.08, and 1.02 for 1963, 1977, 1980, 1985,
1989, 1993, 1995, and 1998.

'The effective tax rate is the effective individual income tax rate. This is calculated by dividing individual
income tax by total income.

*The annual exclusion is per donee.

*Since 1977 the gift tax range has been the same as the estate tax range. Prior to 1977 the gift tax range
was 2.25-57.75%.

*Starting in 1998 the estate tax exemption increases yearly to 1 million dollars in 2006 and the exclusion for
closely held business is indexed for inflation.

>Starting in 1998 the annual exclusion is indexed for inflation.
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Averages
Top 1 Percent of Households By Net Worth Top1% 0-99%

1962 1983 1989 1992 1995 1962-95 1962-95

Financial Assets 100.0 100.0 100.0 100.0 100.0 100.0 91.7
Transaction and savings accts 91.6 99.6 100.0 100.0 99.9 98.2 84.6
Certificates of deposit na 38.7 327 315 24.6 319 14.0
US Savings bonds 36.7 232 18.1 18.9 28.0 250 233
Federal, state and local bonds 30.7 45.1 41.2 38.3 299 37.0 24
Other bonds 30.3 9.6 16.2 21.2 12.8 18.0 1.7
Stocks 84.0 799 72.5 69.7 65.0 742 16.3
Mutual funds 24.0 338 39.1 46.0 450 37.6 7.5
Defined contribution pensions 10.1 65.6 713 76.1 78.6 60.4 28.7
Defined benefit pensions na 243 13.7 20.1 10.6 17.2 203
Cash value of life insurance 59.6 71.6 64.5 57.8 60.0 62.7 37.0
Other managed assets 134 249 275 17.4 17.7 20.2 34
Other financial assets 89.3 10.1 319 31.1 252 375 272

Non-financial Assets 96.7 100.0 99.3 100.0 99.8 99.2 89.3
Primary residence 74.1 96.6 86.0 935 96.0 89.2 62.2
Vehicles 77.7 914 90.6 97.8 89.5 894 82.5
Investment Real Estate 440 74.2 76.6 754 613 66.3 16.3
Privately held businesses 69.0 88.0 73.4 69.7 743 74.9 12.8
Other non-financial assets 50.8 30.7 571 54.6 46.1 479 11.2

Debt 50.2 77.9 77.3 80.3 70.5 712 715
Mortgage 30.7 545 358 534 52.5 454 37.6
Other real estate debt 12.8 452 48.3 53.6 35.1 39.0 6.6
Student loans na na 0.7 0.1 09 0.6 6.3
Other installment loans 20.7 35.0 19.5 219 12.6 219 46.9
Credit cards na 9.6 14.8 17.0 12.2 134 33.8
Other debt 17.6 15.2 20.2 30.8 17.2 20.2 94

Source: Survey of Financial Characteristics of Consumers and Surveys of Cosumer Finances
Note: Cells with an "na" indicate asset or debt categories not disaggregated in a particular survey year

Definitions of assets and debts
Transaction and savings accounts include checking, saving, money market, and call accounts.

Federal, state, and local bonds include government bonds (not US Savings bonds) and municipal bonds.

Other bonds include mortgage, corporate, foreign, and other types of bonds.

Defined contribution pensions include employer-sponsored plans and personal retirement accounts.
Cash value of life insurance refers to the cash value of whole life policies.

Other managed assets consists of trusts, annuities and managed investment accounts.

Other financial assets consist royalties, future proceeds from lawsuits, oil, gas, and mineral leases, etc.
Other non-financial assets include such items as artwork, jewelry, etc.

Businesses include those in which the household has an active and/or passive interest.

Mortgage debt includes any borrowing on home equity lines of credit.

Installment loans consists of vehicle loans, home improvement loans (not home equity loans), and other loans.
Other debt includes other lines of credit, loans against pensions, loans against life insurance policies, margin loans, etc.




Averages
Top 1 Percent of Households By Net Worth Top 1% 0-99 %
1962 1983 1989 1992 1995 1962-95 1962-95
Financial Assets/Net Worth 574 36.6 32.0 320 40.8 39.7 364
As a fraction of total financial assets
Transaction and savings accts 6.5 7.6 184 14.6 14.6 12.3 224
Certificates of deposit na 23 39 25 2.7 29 94
US Savings bonds 10 03 04 04 0.2 04 2.8
Federal, state and local bonds 7.3 124 12.8 134 11.5 11.5 3.7
Other bonds 12 0.5 40 3.1 2.1 22 10
Stocks 53.6 399 232 30.8 26.5 348 152
Mutual funds 34 3.1 7.0 7.6 15.7 74 6.6
Defined contribution pensions 0.6 5.8 92 13.0 12.7 83 194
Cash value of life insurance 49 30 35 1.7 3.7 34 11.8
Other managed assets 215 245 12.6 8.0 79 14.9 48
Other financial assets 0.0 0.7 5.1 49 23 2.6 2.8
Nonfinancial Assets/Net Worth 46.6 694 76.8 74.9 64.3 664 86.7
As a fraction of Net Worth
Primary residence 52 7.8 7.8 89 7.1 74 49.6
Vehicles 04 0.3 0.8 0.7 0.7 0.6 6.3
Investment real estate 72 16.8 25.6 230 119 16.9 13.1
Net value of private businesses 30.6 393 38.5 390 414 37.7 14.8
Other non-financial assets 32 52 40 33 33 3.8 29
Debt/Net Worth 4.0 6.0 8.7 6.9 5.1 6.1 23.1
As a Fraction of Net Worth
Mortgage 0.6 0.8 0.9 1.6 1.6 1.1 15.5
Other real estate debt 1.5 3.1 6.7 44 2.6 3.7 32
Student loans na na 0.0 0.0 0.0 0.0 0.3
Other installment loans 0.7 0.8 0.3 0.2 0.1 04 3.1
Credit cards na 0.0 0.0 0.0 0.0 0.0 0.6
Other debt 12 1.3 0.8 0.7 0.7 09 0.5
Memo items
Median net worth (th '98 $) 1,841 4,291 4,720 4,138 4,748 3,948 51
Avg net worth (th '98 $) 3,044 7,156 7,185 6,399 7,854 6,328 133
Median wealth to income ratio 154 149 18.8 20.8 20.0 18.0 1.5
Avg wealth to income ratio 18.5 274 33.0 35.7 38.6 30.6 8.7

Source: Survey of Financial Characteristics of Consumers and Surveys of Consumer Finances
Note: Cells with an "na" indicate asset or debt categories not disaggregated in a particular survey year
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Averages

Top 1 Percent of Households By Net Worth Top 1% 0-99 %
1962 1983 1989 1992 1995 1962-95 1962-95

Financial Assets/Net Worth 574 36.6 32.0 32.0 40.8 39.7 364

As a fraction of Financial Assets
Safe 179 30.7 47.6 439 447 37.0 64.1
Clearly safe 75 10.2 22.6 17.5 17.5 15.1 347
Fairly safe 104 20.5 250 26.5 27.2 219 29.5
Risky 82.1 69.3 524 56.1 553 63.0 359
As a fraction of Net Worth

Nonfinancial Assets 46.6 694 76.8 74.9 64.3 664 86.7
Primary residence 52 7.8 7.8 8.9 71 74 49.6
Investment real estate 7.2 16.8 25.6 23.0 11.9 16.9 13.1
Business equity 30.6 393 38.5 39.0 414 37.7 14.8
Other non-financial assets 3.6 55 4.8 4.0 4.0 44 9.2

Debt 4.0 6.0 8.7 6.9 5.1 6.1 23.1
Mortgage 0.6 0.8 09 1.6 1.6 1.1 15.5
Other Secured 2.3 32 6.9 4.7 29 4.0 8.9
Unsecured 0.7 2.1 0.9 0.6 0.5 1.0 2.5

Memo:

Risky assets — narrow 30.8 14.6 74 9.8 10.8 14.7 54
Risky assets — broad 84.9 81.4 80.8 80.0 75.8 80.6 41.2
Risky assets — broadest 90.9 88.9 88.8 88.4 86.9 88.8 520
Mortgage debt / total debt 14.1 12.8 10.6 22.6 31.8 184 66.6

Definitions of asset and debt classifications:

Clearly safe includes transaction accounts (checking, saving, money market, and call accounts), certificates of deposit, and US

Savings bonds
Fairly safe includes state/local bonds, the fairly safe component of mutual funds', the fairly safe component of defined contribution

pensions’, and the cash value of life insurance policies.

Risky includes stocks, bonds (all types but state/local and US Savings), other managed assets, other financial assets, and the risky
component of mutual funds and defined contribution pension accounts.

Risky assets - narrow consists of direct stock holdings
Risky assets - broad consists of risky financial assets, plus the net value of businesses and investment real estate
Risky assets - broadest consists of all assets in the broad definition and probably safe assets

Secured debt includes vehicle loans, loans against pensions and life insurance policies, investment real estate debt, and call account debt.
Unsecured debt includes credit card balances, installment loans, other lines of credit, and other debt.
"Definitions of the risky and 'fairly safe' components of mutual funds and defined contribution pensions follow below.

Sources: Calculations by the author using the Survey of Financial Characteristics of Consumers and Surveys of Consumer Finances
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Asset Combinations 1962 1983 1989 1992 1995
CS FS R

0O 0 O 0.0 0.0 0.0 0.0 0.0
0O 0 1 0.0 0.0 0.0 0.0 0.0
0O 1 O 1.1 0.0 0.0 0.0 0.1
0 1 1 1.8 0.0 0.0 0.0 0.0
1 0 O 0.0 2.5 1.6 6.5 24
1 0 1 4.4 1.6 10.8 5.1 94
1 1 O 109 12.8 9.1 94 10.7
1 1 1 81.8 83.2 78.5 78.9 774

Notes:

CS denotes clearly safe financial assets
FS denotes fairly safe financial assets
R denotes risky financial assets

0 denotes no ownership of assets in the specified category; 1 denotes ownership.
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Age of Household Head

Survey <30 30-39 40-49 50-59 60-69 >70
1962 SFCC

Risky fin asset ownership 814 93.0 90.7 714 79.8 979
Risky fin asset / fin assets 85.5 96.7 73.7 83.1 75.1 71.5
Broad risky asset ownership 100.0 100.0 100.0 100.0 100.0 100.0
Broad risky asset / total assets 78.8 922 804 842 76.9 74.9
1983 SCF

Risky fin asset ownership 474 72.6 65.3 96.9 100.0 84.0
Risky fin asset / fin assets 742 57.6 86.9 783 68.0 65.8
Broad risky asset ownership 100.0 100.0 100.0 100.0 100.0 100.0
Broad risky asset / total assets 67.8 749 87.8 85.2 72.1 74.8
1989 SCF

Risky fin asset ownership 60.1 73.8 89.1 899 923 952
Risky fin asset / fin assets 92.5 473 61.6 512 510 51.8
Broad risky asset ownership 100.0 100.0 95.5 100.0 100.0 99.3
Broad risky asset / total assets 91.8 58.7 78.8 80.1 80.2 70.9
1992 SCF

Risky fin asset ownership 64.1 89.0 772 89.5 88.1 84.3
Risky fin asset / fin assets 65.1 529 484 61.0 58.8 58.8
Broad risky asset ownership 920 100.0 100.0 100.0 100.0 100.0
Broad risky asset / total assets 76.4 72.7 790 75.6 78.9 73.6
1995 SCF

Risky fin asset ownership 88.2 73.6 87.3 75.5 872 89.7
Risky fin asset / fin assets 272 60.1 59.1 50.7 512 579
Broad risky asset ownership 913 97.5 100.0 100.0 100.0 100.0
Broad risky asset / total assets 41.8 67.5 78.8 742 68.4 70.7
1962-1995

Risky fin asset ownership 68.2 804 819 84.6 89.5 90.2
Risky fin asset / fin assets 68.9 62.9 65.9 64.9 60.8 62.3
Broad risky asset ownership 96.7 99.5 99.1 100.0 100.0 99.9
Broad risky asset / total assets 71.3 73.2 81.0 79.9 75.3 73.0
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Sample
All Recipients Surprised
LINH 0.186 -0.199
(0.027) (0.032)
MARRIED 0220 0310 ™
0.077) (0.103)
KIDS -0.005 0.002
(0.036) (0.064)
A2 0.116 0.119
(0.099) (0.134)
A3 0394 0495 ™
(0.114) (0.147)
UNEMPS3 0214 0422 ™
(0.116) (0.161)
UNEMP89 0408 0468
(0.108) 0.120
OWNHOME -0.149 ° -0.209 °
(0.090) (0.108)
EDUC 0.014 0.012
(0.012) (0.014)
CONSTANT 1.730 1.848
(0.290) (0.348)
Number of Obs 491 357
R-Squared 0.132 0.159
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Percent of 1st, 2nd, and 3rd Largest Businesses in Total Business Equity
and Aggregate Ratio of Business Derived Income to Total Income, for
Households Owing Some Business Equity, by Net Worth Percentile, 1995 SCF

Percentile
All HHs 0-99 % 99-100%

Value of Business

Largest 0.88 0.89 0.82
2 Largest 0.92 0.92 0.92
3 Largest 0.92 0.92 0.94
'Actively Managed' Business Assets 0.89 0.89 0.85

Ratio to Total Income:

Business Income 0.32 0.28 0.38
Business Derived Income 0.58 0.66 0.44
Notes:

Value in cells in the first four rows is the mean ratio of the value of the business(es) to
total business equity.

Business income is the income the household reported receiving

from all the businesses the household owns, regardless of whether

anyone in the household works in any of the businesses.

Business derived income consists of wages and salaries paid by the business to the
household head or spouse plus retained earnings reported by the head or spouse from
a business the household owns.

Source: Calculations by author using the 1995 Survey of Consumer Finances
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Average Portfolio Allocations for Business Owners and Nonowners, 1995 SCF

Top 1% 0-99 %
Bus=0 0<Bus<33 33<Bus<100 Bus=0 0<Bus<33 33<Bus<100
Financial Assets/Net Worth 77.3 59.0 16.9 41.5 36.0 18.2

As a Percent of Financial Assets

As a Percent of Financial Assets

Safe 37.0 55.3 58.4 76.1 68.2 81.1
Clearly safe 13.0 18.8 26.7 4715 37.0 553
Fairly safe 24.1 36.5 317 28.6 312 25.8

Risky 63.0 447 415 24.0 318 18.9
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