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2 The distribution of housing assets

The chapter examines how housing wealth and liabilities are distributed
across households with different levels of income and wealth and across
households of different ages and generations. The chapter also discusses
the role of inheritances and gifts in the acquisition of housing. The findings in
this chapter inform the policy assessments and reform options outlined in the
remainder of the report.
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2.1. Introduction

Understanding the distribution of housing wealth is essential for the design of effective and
equitable housing tax policies. Accounting for the distribution of housing wealth and housing debt can
help policy makers anticipate the impacts of housing taxes. This chapter presents key indicators of the
distribution of housing assets and liabilities across OECD countries (Box 2.1). In particular, it documents
how the allocation of housing wealth and debt varies across the income and wealth distributions and across
the lifecycle. It also examines how homeownership has changed over generations and touches on the role
of inheritances in the acquisition of housing. The findings in this section hold significant relevance for the
design of housing taxes, and help to inform the policy assessment and options for reform outlined in the
remainder of the report.

Housing is a key component of household wealth, especially for the middle class, although it tends
to be concentrated among older, high-wealth, and high-income households. Housing is a key vehicle
for wealth accumulation and is a particularly important asset for middle-class households. Homeownership
rates vary widely across countries, but they rise with income in nearly all countries. Housing wealth (both
owner-occupied housing and secondary real estate) is highly concentrated among high-wealth
households, and to a lesser extent among top income earners. High-income households hold a
disproportionately large share of housing debt but lower-income households with mortgages generally face
higher debt burdens, which has implications for tax relief on mortgage interest. Homeownership and
housing wealth are strongly associated with age. Older households tend to have high levels of housing
wealth but low levels of income, raising potential liquidity concerns linked to the taxation of housing.
Evidence also shows that homeownership rates have been declining for younger generations, particularly
lower-income and lower-wealth households. In addition, those who receive inheritances are much more
likely to become homeowners in some countries. The distributional impact of housing taxation policies will
depend on whether policy makers measure their effects along the income distribution or the wealth
distribution and will differ in absolute and relative terms, given the concentration of housing wealth at the
top yet the importance of housing for the middle class.

2.2. Household wealth and homeownership

Housing is the main asset category for most households and accounts for the bulk of household
wealth for the middle class. Owner-occupied housing wealth ranges from 28% of total gross household
wealth in the United States to 65% in the Slovak Republic, but accounts for 50% of total household wealth
on average across the 29 OECD countries with available data and comprises over half of total household
wealth in 17 countries (Figure 2.1). Secondary real estate’ also makes up a significant component of gross
household wealth in many OECD countries, where it is generally the second or third largest household
asset class. Owner-occupied housing is particularly important for households in the middle of the wealth
distribution (i.e. the second, third, and fourth quintiles), where it accounts for roughly 65% of household
wealth on average (Figure 2.2). This share is significantly smaller at the top of the wealth distribution,
where households hold a large portion of their wealth as financial assets; for example, owner-occupied
housing comprises on average just 21% of household wealth for the top 1%. Owner-occupied housing is
also relatively less important among the lowest wealth quintile, where it comprises 52% of household
assets on average, as other real assets (e.g. vehicles, valuables, and other non-housing goods) play a
comparatively larger role in household wealth. Several factors contribute to the predominance of housing
within middle class wealth. For example, owner-occupied housing is both a consumption and investment
good that is typically heavily tax-favoured compared to most other savings vehicles (OECD, 20181).
Housing is also often perceived as a safe investment and allows people to live on lower incomes once their
mortgage debt is repaid (i.e. in retirement). The availability of housing-related debt finance has also allowed
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lower-wealth households to accumulate substantial levels of net housing wealth over their lifetimes (Causa,
Woloszko and Leite, 20192)).

Figure 2.1. Average decomposition of household assets, 29 OECD countries
2019 or latest available year
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Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink == https://stat.link/z60j0i
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Figure 2.2. Composition of household assets by wealth quintile, unweighted average, 29 OECD
countries

2019 or latest available year
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. Average of Australia,
Austria, Belgium, Canada, Chile, Germany, Denmark, Estonia, Finland, France, Greece, Hungary, Ireland, Italy, Japan, Korea, Lithuania,
Luxembourg, Latvia, Netherlands, Norway, New Zealand, Poland, Portugal, Slovak Republic, Slovenia, Spain, United Kingdom, United States.
Missing observations were removed.

Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink =iz https://stat.link/hkt520
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Box 2.1. Measuring household wealth

Data sources

This chapter draws extensively on the OECD’s Wealth Distribution Database (WDD), which includes
data on 29 OECD countries, and the European Central Bank’s Household Finance and Consumption
Survey (HFCS), which includes data on 19 European OECD countries. Data are available in both
datasets for Austria, Belgium, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, lItaly,
Latvia, Lithuania, Luxembourg, Netherlands, Poland, Portugal, Slovak Republic, Slovenia, and Spain.
Data are available only in the WDD for Australia, Canada, Chile, Denmark, Japan, Korea, New Zealand,
Norway, the United Kingdom (limited to Great Britain) and the United States.

Both sources provide micro-level data that is largely comparable across participating countries. The
HFCS draws on household surveys whose questionnaires are harmonised across participating
countries. The WDD relies on tax and administrative data for three countries (Denmark,
the Netherlands, and Norway), while estimates for the remaining countries are based on household
surveys, which includes the HFCS for participating countries.

Indicators

The chapter examines non-equivalised household wealth; that is, without adjusting for household size.
Gross wealth is the sum of the total assets of households, while net wealth is the difference between
the total assets and the total liabilities of households (this means net wealth may be negative). Note
that household wealth does not include public or occupational pensions. Throughout this chapter, net
wealth is generally used to examine overall wealth levels, as it better reflects the wealth that households
have at their disposal. Gross wealth is generally used for compositional analysis, which avoids the
possible problem of negative wealth.

The chapter examines how wealth is distributed across the income and wealth distributions. Income
quintiles are calculated on household non-equivalised disposable income for Australia, Canada, Chile,
Denmark, Finland, ltaly, Japan, Korea, New Zealand, the Netherlands, Norway, the United Kingdom
and the United States, and are based on household non-equivalised gross income for the remaining
countries. While this reduces comparability across countries with different measures, the impact is
expected to be minor as households typically occupy a similar relative position in the distribution of
gross and disposable income. Wealth quintiles are calculated on household non-equivalised net wealth
for all countries.

It is important to be cautious when interpreting the results contained in this chapter. As no adjustment
is made for household size and because higher income and higher wealth households are less likely to
be single-person households, the top 10% and top 1% may represent more than 10% and 1% of the
population, respectively. Adjusting for household size could reduce the income and wealth share of the
top households, although the extent of the reduction would depend on the country. In addition, across
countries, different factors influence the levels and distribution of housing wealth, and the drivers behind
trends in housing wealth will have changed over time. The enduring impact of past public policies,
changing demographics, the development of mortgage markets and many other factors increase the
complexity of the analysis.

Source: Wealth Distribution Database: https://www.oecd.org/social/WDD-Metadata.pdf. Household Finance and Consumption Survey
https://www.ecb.europa.eu/pub/economic-research/research-networks/html/researcher_hfcn.en.html

The proportion of homeowners and renters varies substantially across OECD countries. The
proportion of households that own their home (with or without a mortgage) is lowest in Germany (44%),
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followed by Austria (46%) and Denmark (46%), with the remainder renting or living in other forms of tenure
(Figure 2.3). On the other hand, 93% of households in Lithuania own their primary residence, with
particularly high levels also found in the Slovak Republic (89%) and Poland (84%). Homeownership
patterns vary across regions, with lower homeownership rates in Northern and Western European
countries, compared to particularly high levels in Central and Eastern Europe. In general, homeownership
rates in Anglophone countries (e.g. Australia (66%), Canada (64%), the United States (65%)) and
Southern European countries (e.g. Greece (72%), Italy (68%)) fall between these two groups. Among
homeowners, the tendency to hold a mortgage also differs considerably across countries. In
the Netherlands, for example, only 9% of households are outright owners of their primary residence and
47% of households own their residence with a mortgage. In contrast, just 8% of households in Slovenia
own their primary residence with a mortgage, while 68% own their home outright. The role of debt finance
in the acquisition of owner-occupied housing wealth appears to play a far greater role in some OECD
countries than in others (see Figure 2.14).

Figure 2.3. Share of households that are renters, owners with a mortgage, or outright owners, 28
OECD countries

2019 or latest available year
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Note: A breakdown between outright owners and owners with a mortgage was not available for Norway.
Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink Sa=m https:/stat.link/kfq1ve

Homeownership rates are highest at the top of the income distribution in nearly all OECD countries,
but there are substantial differences in homeownership for lower- and middle-income households.
Figure 2.4 shows that homeownership rates are generally highest for households in the top income quintile;
more than three-quarters of top income households are homeowners in 26 of the 29 OECD countries with
available data. However, there is considerable cross-country variation for households with lower incomes.
In several Central and Eastern European countries (e.g. Hungary, Lithuania, the Slovak Republic),
homeownership is widespread along the income distribution with marginal differences across income
quintiles. Other countries, such as Japan and Poland, have larger differences between quintiles but still
exhibit high rates of homeownership across the board. Germany, the Netherlands, and Canada have low
levels of homeownership among the bottom quintile and considerable disparities between successive
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income groups, while countries such as Chile and New Zealand display comparable but low levels of
homeownership across the distribution. These cross-country differences in homeownership rates along
the income distribution align with the country differences in housing tenure types displayed in Figure 2.3.
In countries with a low proportion of renters, homeownership appears to be broadly accessible across the
income distribution. Where renting is widespread, however, homeownership is more dependent on
household income.

Figure 2.4. Homeownership rate by income quintile, 29 OECD countries

2019 or latest available year
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. This indicator only refers
to the ownership of households’ primary residences, and does not account for homeowners who may rent their primary residence and own
secondary property.

Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink Sa=r https:/stat.link/ce8si2

Despite marked differences in homeownership patterns across OECD countries, there are striking
similarities in the relationship between housing tenure and households’ relative levels of income
and wealth. Figure 2.5 examines renters, outright owners, and owners with a mortgage, comparing their
income and wealth to that of the total population in each of the 27 OECD countries with available data.
The figure measures the ratio of each group’s mean net wealth to the mean net wealth of the total
population (on the y-axis) and the ratio of each group’s mean pre-tax income to the mean pre-tax income
of the total population (on the x-axis) in each country. In all countries, levels of income and wealth among
renting households are significantly lower than the population average. This reflects the key role of owner-
occupied housing in household wealth, as well as the importance of income to service mortgage debt and
save for a down payment. As young households are highly concentrated among renters (Causa, Woloszko
and Leite, 2019y2)), access to quality jobs, mortgage finance, and affordable housing are key for this group
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to build wealth over their lifecycle. Owners with mortgages, on the other hand, tend to have higher incomes
while holding average levels of net wealth. This group is largely comprised of people in the middle of their
careers (Causa, Woloszko and Leite, 2019p2), who have substantial debt relative to their total wealth but
earn sufficiently high incomes to service their mortgage. Lastly, outright owners possess above-average
net wealth with average levels of income. This group contains a large number of elderly households
(Causa, Woloszko and Leite, 2019y2;), who have finished repaying their mortgages and no longer earn
substantial income.

Figure 2.5. Net wealth and gross income relative to population average by housing tenure type, 27
OECD countries

2019 or latest available year

Outright owner e Owner with mortgage * Renter or other

Ratio of mean net wealth for owners and renters to all households

Ratio of mean gross income for owners and renters to all households

Note: Each dot corresponds to a single country. These indicators were calculated by taking the average value of gross income and net wealth
for each group in a particular country and dividing by the average values found among all households in that country. On each axis, the value
of 1is equal to the population average. Countries included are Australia, Austria, Belgium, Canada, Chile, Germany, Denmark, Spain, Estonia,
Finland, France, Greece, Hungary, Ireland, ltaly, Japan, Korea, Lithuania, Luxembourg, Latvia, New Zealand, Poland, Portugal, Slovak Republic,
Slovenia, United Kingdom, United States. Gross income data were not available for the Netherlands and a breakdown between outright owners
and owners with a mortgage was not available for Norway.

Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink Sa=m https:/stat.link/gd2as7

2.3. Housing assets and liabilities across the income and wealth distributions

Mean owner-occupied housing wealth varies substantially across countries, though it is
systematically higher for top income households and lower for those at the bottom. The upper panel
in Figure 2.6 shows that mean gross owner-occupied housing wealth for all households is USD 164 500
on average across OECD countries, and ranges from USD 28 500 in Latvia to USD 582 000 in
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Luxembourg. It is interesting to note that countries with the highest mean gross housing wealth often have
average homeownership rates, while Central and Eastern European countries with particularly high
homeownership rates have relatively low mean housing wealth (Figure 2.3, Figure 2.6). As overall housing
wealth follows from homeownership levels and housing values, this reflects low housing asset values in
Eastern Europe. Figure 2.6 also reports average owner-occupied housing wealth for households in the top
and bottom income quintiles. In all countries, households at the top of the income distribution have the
highest average housing wealth and households at the bottom of the income distribution have the lowest.
Average owner-occupied housing wealth for households in the top income quintile (USD 309 500) is almost
twice that of the population average (USD 164 500) and more than three and a half times higher than the
average among the bottom quintile (USD 79 500).

The level of secondary real estate wealth is lower than the level of owner-occupied housing wealth,
but it is much more concentrated at the top of the income distribution (Figure 2.6). Mean gross
secondary real estate wealth amounts to USD 157 000 on average across countries and is lower than
mean owner-occupied housing wealth in every country, ranging from USD 11 500 in Poland to
USD 229 000 in Luxembourg. These assets are also significantly more concentrated among the top
income quintile. Average gross secondary real estate wealth for households at the top of the income
distribution (USD 157 000) is roughly three times that of the population average (USD 53 000) and almost
nine times higher than the average among the bottom quintile (USD 18 000).
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Figure 2.6. Mean gross wealth in owner-occupied housing and secondary real estate, all
households and top and bottom income quintiles, 29 OECD countries

2019 or latest available year
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. Wealth values are
expressed in 2015 USD by, first, expressing values in prices of the same year (2015) through consumer price indices and, second, by converting
national values into PPP USD.

*The mean level of secondary real estate wealth for the top income quintile in Luxembourg is USD 889 500. This observation was removed for
readability.

Source: OECD Wealth Distribution Database, oe.cd/wealth.
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StatLink Sa=r https:/stat.link/k49onw

The wealthiest households hold a disproportionately large share of housing wealth and own the
majority of secondary real estate wealth. Figure 2.7 looks across the wealth distribution and
complements the analysis above on the income distribution, as income and wealth are not strongly
correlated in OECD countries (OECD (2020(3))). Figure 2.7 shows that on average across 29 OECD
countries, nearly half (46%) of total gross owner-occupied housing is held by households in the top wealth
quintile. Households in the middle of the wealth distribution (i.e. the second, third, and fourth quintiles)
together hold 51% of gross owner-occupied housing wealth, while those in the lowest wealth quintile own
roughly 3%. Secondary real estate is even more concentrated at the top, where roughly 75% of wealth is
held by households in the top wealth quintile. The middle of the wealth distribution, on the other hand,
owns just 24% of secondary real estate, while the remaining 1% is held by households in the bottom
quintile.

Figure 2.7. Share of owner-occupied housing and secondary real estate by wealth quintile,
unweighted average, 29 OECD countries

2019 or latest available year
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. Average of Australia,
Austria, Belgium, Canada, Chile, Germany, Denmark, Estonia, Finland, France, Greece, Hungary, Ireland, Italy, Japan, Korea, Lithuania,
Luxembourg, Latvia, Netherlands, Norway, New Zealand, Poland, Portugal, Slovak Republic, Slovenia, Spain, United Kingdom, United States.
Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink Sa=r https:/stat.link/ltir3n

Housing debt tends to be disproportionately concentrated in the top income quintile, while low-
income households hold relatively little mortgage debt. Across 28 OECD countries, households in the
top 20% of the income distribution typically own the largest share of total owner-occupied housing debt,
ranging from 68% in Estonia to 16% in Luxembourg (Figure 2.8). Households in the middle of the income
distribution (i.e. the second, third, and fourth income quintiles) hold 76% (Belgium) to 32% (Estonia) of
owner-occupied housing debt, while the share of debt among households in the lowest income quintile
ranges from 14% in Greece to 0.4% in Estonia. The distribution of secondary real estate debt is even more
concentrated among households in the upper income quintile, who own 57% of all secondary real estate
debt on average, compared with 45% of owner-occupied housing debt. The share of secondary real estate
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debt held by the top income quintile ranges from 88% (United States) to 24% (Belgium), which is a
significantly larger share than that held by households in the bottom quintile (highest in Hungary at 8.7%
and lowest in Estonia at 0.09%). Differences between countries in the share of mortgage debt held across
the income distribution may reflect factors such as housing affordability, the degree of concentration of
income, and access to mortgage finance for households outside the top income quintile. For example,
among countries where the share of owner-occupied mortgage debt is more evenly spread across the
income distribution, households in the lowest four quintiles tend to make up a greater proportion of owner-
occupied mortgage holders than in countries where holding a mortgage is more dependent on household
income, suggesting that the volume of mortgages is an important factor in the distribution of mortgage
debt. Cross-country differences may also reflect limited mortgage interest relief for high-income
households, which reduces the incentive to hold large mortgages. The concentration of mortgage debt at
the top has important distributional implications, as mortgage interest relief is widely available in OECD
countries and is typically not capped for high earners (see Chapter 3).
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Figure 2.8. Share of owner-occupied and secondary real estate debt by income quintile, 28 OECD
countries

2019 or latest available year
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. Data on owner-occupied
housing debt were not available for Norway. Data on secondary real estate debt were not available for Norway, Japan and the Netherlands.
Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink Sa=ra https:/stat.link/v5uho
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Mortgage debt is highly concentrated among top income households, while it is more equally
distributed along wealth quintiles. Households in the top income quintile hold the highest absolute levels
of mortgage debt, compared to both lower-income households and all wealth quintiles (Figure 2.9). In
contrast, mortgage debt is particularly low for households at the bottom of the income distribution, driven
in part by low-income retirees who have finished paying off their mortgages, and by other households
whose incomes are simply too low to obtain a mortgage. On the other hand, households at the bottom of
the wealth distribution have much larger debt relative to household wealth than households at the top, and
mortgage debt is more evenly distributed across the wealth distribution in general. The differences in the
composition of income and wealth quintiles suggest that the distributional effects of housing tax policies
will differ considerably depending on whether the income or the wealth distribution is considered.

Figure 2.9. Mean value of owner-occupied housing assets and liabilities by income and wealth
quintiles, unweighted average, 28 OECD countries

2019 or latest available year
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. Average of Australia,
Austria, Belgium, Canada, Chile, Germany, Denmark, Estonia, Finland, France, Greece, Hungary, Ireland, ltaly, Japan, Korea, Lithuania,
Luxembourg, Latvia, Netherlands, New Zealand, Poland, Portugal, Slovak Republic, Slovenia, Spain, United Kingdom, United States. Data on
owner-occupied housing debt were not available for Norway. Wealth values are expressed in 2015 USD by, first, expressing values in prices of
the same year (2015) through consumer price indices and, second, by converting national values into PPP USD.

Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLin https:/stat.link/g6czns

While owner-occupied housing debt is disproportionately concentrated at the top of the income
distribution, low-income households with mortgages tend to face larger relative debt burdens than
their high-income counterparts. Figure 2.10, drawing on the level of owner-occupied housing debt
relative to gross income on average for 19 OECD countries, finds that two-thirds of mortgage-bearing
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households? in the bottom income quintile face a mortgage debt-to-income ratio greater than three. This
percentage declines with each successive income quintile and is less than 10% for mortgage-bearing
households in the top income quintile. Conditional on holding a mortgage, lower-income households
therefore have larger debt burdens and may be more likely to face difficulties in servicing their housing
debt. Policy initiatives aimed at supporting households with mortgage debt (such as mortgage interest
relief) may have a larger relative impact on lower-income households, despite their small share of the
overall stock of housing liabilities.

Figure 2.10. Proportion of mortgage-bearing households with owner-occupied mortgage debt equal
to at least 3 times gross income, unweighted average, 19 OECD countries
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Note: Quintiles range from first (lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated. Average of Austria,
Belgium, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Netherlands, Poland, Portugal,
Slovak Republic, Slovenia, Spain. This indicator corresponds to the proportion of households with owner-occupied mortgage debt in each income
quintile whose outstanding mortgage debt is 3 or more times larger than their gross annual household income.

Source: Eurosystem Household Finance and Consumption Survey.

StatLink =iz https://stat.link/23im0x

From a static perspective, higher rates of homeownership have been associated with lower levels
of wealth inequality. Causa, Woloszko and Leite (20192)) find a negative cross-country association
between homeownership and wealth inequality. Compared to financial assets, which make up the second
largest share of household wealth on average (Figure 2.1), owner-occupied housing is more equally
distributed across the income and wealth distributions. Causa, Woloszko and Leite (20192) also find that
the Gini index of total net wealth is lower than the Gini index of financial and non-housing real wealth (i.e.
removing housing from overall net wealth), suggesting that housing tends to equalise the distribution of
wealth from a static perspective.

From a dynamic perspective, the links between homeownership rates, house price increases and
wealth inequality are more difficult to predict. High levels of homeownership can, in theory, moderate
rising wealth inequality over time by ensuring that a large share of the population has access to an
important vehicle for wealth accumulation. Under these circumstances, rising housing prices could bring
greater relative benefits to the property-owning middle class (who, as noted above, hold the majority of
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their assets in the form of owner-occupied housing) than to the top of the wealth distribution (Alvaredo
et al.,, 2018p). However, rising housing prices are not free from distributional concerns. High-wealth
households may derive greater absolute benefit from asset price inflation, while housing market access
will inevitably decline for households who do not own property. High house prices can also raise household
indebtedness, which is already high for low-income households. Rising house prices could thus exacerbate
wealth inequality between households that own their residence and those that do not, and between
households that can afford to service a mortgage and those that cannot. As discussed in Chapter 1,
younger and poorer households are more likely to bear the adverse impacts of declining housing
affordability. Younger generations will likely not be able to rely on housing as a vehicle for wealth
accumulation in the same way that previous generations have done.

2.4. Housing across age groups

Homeownership and housing wealth vary across age groups, which reflects a combination of
lifecycle and generational effects. Differences in homeownership and housing wealth across age groups
may reflect the fact that these vary along stages of the lifecycle. For instance, as people age, they may be
more likely to become homeowners and accumulate housing wealth. These differences may also reflect
changing access to homeownership between different generations. For example, homeownership rates at
a given age may be different for households born at different times. This section looks at homeownership
and housing wealth across age groups by looking at both cross-sectional data (i.e. at a fixed point in time),
which capture a combination of lifecycle and generational effects, and panel data focusing on generational
effects in a few countries.

Housing wealth rises steadily with age on average across OECD countries, while mortgage debt is
highest as households enter a period of the lifecycle characterised by relatively high earnings.
Figure 2.11 displays mean gross and net owner-occupied and secondary housing wealth and mean debt
on owner-occupied and secondary housing across household age groups, according to the age of the
household head.? Gross owner-occupied housing wealth increases with age from the 16-34 age group up
to the 45-54 age group, before it stabilises for households aged between 45 and 74 and then declines for
households aged over 75. Net owner-occupied housing wealth, however, rises steadily until the 65-74 age
bracket, after which it falls slightly for the oldest group. This indicates a key role of mortgage debt in
facilitating the accumulation of housing wealth; gross wealth jumps as households enter the housing
market but net wealth rises slowly as households pay down their mortgage. Indeed, the graph shows a
substantial increase in mean owner-occupied mortgage debt in the 35-44 age group, suggesting that
households are most likely to take out a mortgage and begin accumulating housing wealth as they enter a
period of the lifecycle characterised by relatively high and stable incomes. Mean owner-occupied housing
liabilities then drop substantially with age after peaking for 35-44 year olds, as households gradually repay
this debt over the course of their working lives. Secondary housing wealth is much lower than owner-
occupied wealth but follows a similar pattern over the lifecycle. Secondary housing wealth (both gross and
net) rises steadily with age and peaks for households aged 55-64 years, after which households may begin
drawing down their secondary housing wealth as they enter retirement. Debt peaks slightly later for
secondary housing (45-54 age group) compared to owner-occupied housing (35-44), suggesting
households may prioritise acquiring housing for their personal use before acquiring other housing.
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Figure 2.11. Mean value of owner-occupied and secondary housing assets and liabilities by age
group of household head, unweighted average, 26 OECD countries

2019 or latest available year
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Note: Average of Australia, Austria, Belgium, Canada, Chile, Germany, Denmark, Estonia, Finland, France, Greece, Hungary, Ireland, Italy,
Korea, Lithuania, Luxembourg, Latvia, New Zealand, Poland, Portugal, Slovak Republic, Slovenia, Spain, United Kingdom, United States. Data
on the breakdown of debt were not available for Norway. Data on secondary housing debt were not available for Japan and Netherlands. Wealth
values are expressed in 2015 USD by, first, expressing values in prices of the same year (2015) through consumer price indices and, second,
by converting national values into PPP USD.

Source: OECD Wealth Distribution Database, oe.cd/wealth.
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There are remarkable similarities in the division of housing debt between different types of
households, as mortgage debt is highly concentrated among two-adult working-aged households.
Figure 2.12 shows that the majority of mortgage debt in every country is held by working-age households
with two or more adults. It is particularly concentrated in two-adult working age households with children,
whose share of the debt stock ranges from 42% in Denmark to 74% in Latvia. On the other hand, single
working-age household heads (either with or without children) hold less than 20% of housing debt in nearly
all cases, with the exception of Lithuania (33%) and ltaly (21%). Retirement-age households also account
for a particularly low share of mortgage debt, holding under 5% of mortgage debt in 21 of 28 OECD
countries. This illustrates that the acquisition of housing debt is strongly linked to lifecycle factors, such as
co-habitating with a partner and having children. The prevalence and age at which individuals in a given
country will typically enter these stages will depend on a mixture of cultural and economic factors (e.g.
cultural norms around families, access to the housing and labour markets, household income, the level of
government support for families, etc.).

Figure 2.12. Share of owner-occupied housing debt by household composition, 28 OECD countries

2019 or latest available year

Working age head, Working age head, Retirement age head,
single person two or more adults, no children single person
Working age head, Working age head, Retirement age head,

one adult, with children two or more adults, with children two persons or more

o ]
75%
50%
25%
0%

Share of owner-occupied housing debt

< Q \0_,‘ N

NG NN RS N R D D QS @

(PN N XD ) NG ORI
D y S DY P
C PN < 3 S SR RN

Note: Data on owner-occupied housing debt were not available for Norway.
Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink Sz https://stat.link/yu7s32

While older households generally have lower incomes and debt, they possess sizeable net housing
wealth. Older populations comprise a large share of retirees, who generally have lower incomes compared
to the rest of the population. However, older households possess high average levels of owner-occupied
housing wealth and have limited outstanding mortgage debt (Figure 2.11). Figure 2.13 depicts the ratio of
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mean owner-occupied housing wealth to mean gross household income for different age groups, on
average across 26 OECD countries. The ratio increases steadily with the age of the household head and
is highest for the 75+ year old category. When considered alongside Figure 2.11, the clear differences in
this ratio across age groups seem to be driven by rising wealth for younger age groups and by declining
income for older age groups. This points to the existence of a substantial group of relatively income-poor
but asset-rich retirees in OECD countries. These findings suggests that housing taxation policies need to
be designed with both income and wealth in mind and incorporate measures such as deferral, as older
populations hold sizeable levels of housing wealth but might lack the necessary income and asset liquidity
to meet their tax obligations.

Figure 2.13. Ratio of mean gross owner-occupied housing wealth to mean gross income by age of
household head, unweighted average, 26 OECD countries

2019 or latest available year
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Note: Average of Australia, Austria, Belgium, Canada, Germany, Denmark, Spain, Estonia, Finland, France, Greece, Hungary, Ireland, ltaly,
Japan, Korea, Lithuania, Luxembourg, Latvia, New Zealand, Poland, Portugal, Slovak Republic, Slovenia, United Kingdom, United States. Data
on gross household income were not available for the Netherlands. Data on owner-occupied housing debt were not available for Norway. Chile
was removed due to extremely low values.

Source: OECD Wealth Distribution Database, oe.cd/wealth.

StatLink iz https://stat.link/5tim07

Homeownership rates are generally higher for middle-aged and older households, although there
are significant cross-country differences in the evolution of homeownership across age groups.
While there are some similarities in homeownership rates for each age group, the typical timeline of
housing wealth acquisition varies significantly across countries (Figure 2.14). Households led by 16-34
year olds have the lowest levels of homeownership in each of their respective countries. Homeownership
rates then rise steadily with age in some countries, while in others homeownership rates rise for middle
aged households before either stabilising or falling for the oldest households. In countries such as Australia
and the United States, homeownership rates gradually increase with age, which suggests that some
younger households are unable to access the property market or prefer not to become homeowners. In
countries such as Belgium, Poland, and Portugal, homeownership largely plateaus at relatively high levels
from the 35-44 year old age group onwards, suggesting relatively widespread housing market accessibility
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for younger people. In countries such as Germany, Korea, and the Netherlands, there is a clear drop in
homeownership rates for households of retirement age, which may be more reflective of differences in
cohorts than in age. These differing patterns in homeownership across age groups reflect a range of cross-
country differences, encompassing housing price affordability, the availability of finance (both mortgages
and family contributions), historical homeownership rates and attitudes towards homeownership.

The importance of mortgage debt in facilitating homeownership and the age at which households
pay off their mortgage differ considerably across countries. Figure 2.14 shows the proportion of
households that hold a mortgage on their principal residence, by age of the household head. In many
countries, nearly all young homeowners have mortgage debt, which suggests a crucial role of debt finance
in enabling younger households to access homeownership (e.g. Australia, France, New Zealand). In
countries such as Chile, Greece, and Lithuania, however, the share of young households with mortgage
debt is far below the homeownership rates of younger households. This may suggest that mortgage finance
is less accessible, that homeownership is affordable or that financial support from family plays a significant
role in the acquisition of housing wealth for young households. As households age, the prevalence of
mortgage debt declines across the board, as mortgage-bearing households progressively pay off their
debt. In countries where few young households have mortgage debt, most homeowners appear to have
paid off their mortgage by the time they reach 45 years of age (e.g. Hungary, Latvia, Lithuania, Poland). In
addition to low initial debt levels and fewer households taking out mortgage debt, this may reflect shorter
average loan terms and increasing access to mortgage finance for younger generations. In countries that
have a closer link between homeownership and mortgage debt, mortgages tend to be repaid closer to
retirement age (e.g. Australia, Japan, and New Zealand). In Denmark and the Netherlands, the proportion
of households with mortgage debt peaks within the 45-54 year old age bracket and only diminish slightly
over time, remaining relatively high into the 75+ year old age group. These cross-country differences in
mortgage prevalence depend on a number of factors, such as housing affordability, access to credit and
the tax treatment of housing and mortgage debt.
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Figure 2.14. Proportion of households that own their principal residence and proportion of
households that hold principal residence mortgage debt, by age group of household head, 29
OECD countries

2019 or latest available year
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Homeownership trends have changed over generations. While the cross-sectional data discussed
above show significant differences in homeownership and housing wealth across age groups, these reflect
both lifecycle effects (i.e. individuals being in different stages of their lives) and cohort effects (i.e.
individuals being born at a particular time and living under different circumstances). Cross-sectional
analyses therefore do not capture how homeownership rates may evolve for each group over their lives.
In contrast, panel data can show, for example, how changes in homeownership rates between 30 and 40
years old may be different for households born in the 1960s compared to households born in the 1980s.
Figure 2.15 and Figure 2.16 follow several cohorts over the lifecycle for a selection of countries for which
data are available. The figures reveal that homeownership is declining and becoming less egalitarian for
successive generations, as housing becomes more difficult to obtain and less accessible as a vehicle for
wealth accumulation. Given the complex nature of the topic and the few countries with available data,
caution should be exercised in generalising these trends and attributing them to potential drivers, including
changing public policies, demographic shifts, and evolving access to mortgage credit, among others.

Homeownership rates have declined steadily over successive generations in a number of
countries. Figure 2.15 and Figure 2.16 examines homeownership rates for several cohorts over their
lifecycle in Australia, Southern Europe, the United Kingdom, and the United States, showing that each
generation in these countries is generally less likely to own their homes at a given age than the previous
generation. In Australia, for instance, average homeownership rates have decreased with each successive
post-war generation. The differences between generational cohorts are greatest for households under 40
years of age, indicating a particularly large drop in access to housing for young people in this country. In
the United Kingdom the homeownership rate at 25 years of age was 34% for those born in 1970-74, but
fell to 16% for those born in 1985-89. In the United States, 69% of households born in 1940 owned their
home at age 35, compared to 61% of those born in 1980. In the United Kingdom and the United States,
homeownership rates have begun levelling off at lower levels than they have in the past, suggesting lower
homeownership rates for younger generations in these countries may not be made up at later stages in
their lifecycle. In Southern Europe, successive generations have lower homeownership rates than the
previous generation, but given they are rising at a faster rate for the youngest generation, homeownership
rates for the youngest cohort may still reach those of previous cohorts. The results show that a simple
focus on average homeownership rates is misleading, as continued high levels of homeownership are
partly due to property-owning older cohorts who are living longer.
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Figure 2.15. Homeownership rates over the lifecycle for successive birth cohorts in Australia,
Southern Europe, the United Kingdom and the United States
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The chance of becoming a homeowner may be increasingly dictated by household income and
wealth in some countries. In France in 1973, homeownership rates were very similar for young
households (aged 25 to 34) in the first three wealth quartiles. However, over the decades between 1973
and 2013, the gap between the top and bottom wealth quartiles of young households widened substantially
(Figure 2.16), with the wealthiest households experiencing a significant increase in homeownership rates
and the least wealthy experiencing a sharp decline. In Australia, the decline in homeownership rates
between generations has been significantly more pronounced for bottom income households than for top
income households (Figure 2.16). Between 1981 and 2016, homeownership rates for households aged
25-34 dropped by 40 percentage points for households in the first income quintile, compared to
7 percentage points for households in the top income quintile. Although the decrease in homeownership
rates is smaller for older age groups, the size of the drop across generations remains much larger for
households in the bottom income quintile compared to households in the top. For example, for 55-64 year
old households, homeownership rates dropped by 16 percentage points in the first quintile and by
1 percentage point in the fifth quintile.

Figure 2.16. Evolution of homeownership rates among young households in France and working-
age households in Australia, by income or wealth

France, 25-34 year olds, wealth quartiles Australia, 25-64 year olds, income quintiles
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Note: The data for France are broken down by household wealth quartile, while the data for Australia are broken down into the top and bottom
equivalised household income quintiles.

Source: The figure for France is taken from Bonnet, Garbinti, and Grobon (2018g)). The figure for Australia is taken from Daley, Coates, and
Wiltshire (2018g)).
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These figures illustrate growing concerns about the homeownership prospects of younger
generations in OECD countries, as homeownership rates decline and become increasingly reliant
on income, wealth, and inheritances. These trends are in part driven by rising house prices and
decreasing housing affordability (see Chapter 1), as well as by urbanisation and changing family
structures. For example, Bonnet, Garbinti and Grobon (2018yg)) find fewer young households living in rural
areas (where housing is generally more affordable) and fewer young low-wealth households with children
(these households may have different preferences regarding homeownership or may be delaying having
children until they can buy a home). The growing wealth and income divide among young people may be
driven by rising mortgage debt, which requires high incomes to service, and by the growing importance of
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financial assistance from families, which is concentrated among wealthy heirs (OECD (2021107), Bonnet,
Garbinti and Grobon (2018(g)). While future generations are therefore likely to see continued drops in
homeownership rates over time, households with high income, high wealth, and/or access to significant
family resources may instead see rising homeownership rates or at least smaller declines. These findings
are relevant for countries experiencing changing demography and rising house prices, but it is important
to exercise caution in drawing lessons for other countries due to the limited sample of countries with
available data.

2.5. Inheritances and housing

Gifts and inheritances likely play a key role in facilitating homeownership for some households,
particularly among younger beneficiaries. Wealth transfers, in the form of either gifts received during
the donor’s life or inheritances after their death, can facilitate access to homeownership for some younger
households, kick-starting wealth accumulation for the young people that benefit from these transfers. While
wealth transfers may help young households put together a down payment, some households will instead
inherit housing assets directly. Understanding the role of inheritances and gifts in accessing
homeownership is important from an equity perspective and has important tax policy implications, in
particular for the taxation of intergenerational wealth transfers.

In many OECD countries, there is a significant gap in homeownership rates between young
households that have received a gift or inheritance and those that have not. Among 18 OECD
countries, households aged 16-34 are far more likely to own their principal residence if they have benefited
from a substantial gift® or inheritance (Figure 2.17). In most countries, the homeownership rate among
young recipients of wealth transfers is roughly twice that of non-beneficiaries. The relative gap in
homeownership is largest in Greece, where the homeownership rates for these two groups are 94% and
13%, respectively, and smallest in Lithuania, where the homeownership rate of beneficiaries (97%) is close
to that of non-beneficiaries (83%). Receiving a gift or inheritance is likely to play a decisive role in facilitating
homeownership among younger generations in countries where the relative gap in homeownership
between heirs and non-heirs is large (e.g. Austria, Greece, Slovenia). On the other hand, Finland, Lithuania
and the Slovak Republic have a much smaller gap in homeownership rates between young heirs and non-
heirs, suggesting that these transfers are not a decisive factor in becoming a homeowner in these
countries. In the future, rising house prices may make it more difficult for younger people to acquire housing
without receiving external support, which could widen the homeownership gap between young households
that have benefited from gifts or inheritances and those that have not, and increase intra-generational
wealth inequality.
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Figure 2.17. Homeownership rates for 16-34 year old households, recipients and non-recipients of
a substantial gift or inheritance, 18 OECD countries

2017 or closest available year

[] Has received a gift or inheritance [ Has not received a gift or inheritance

100% —
75%
50%
25%
0%
S O & @ @Q@ O %q,\{@ S & O @ @ ¢ & °
¥ @F§E K Q&‘0 & Q\é\% & & %\0@ W o
G ¥ © < N
NS &
°~)\0

Note: The population-weighted average of each pair of bars is equal to the homeownership rate for 16-34 year old households in each country.
Data on the prevalence of gifts and inheritances were not available for Italy.
Source: Eurosystem Household Finance and Consumption Survey.

StatLink Si=r https://stat.link/udb9ni

A majority of households that have received a gift or inheritance have received housing wealth,
and many continue to live in that housing. Among recipients of wealth transfers, the share of
households that received housing assets varies from 19% (the Netherlands) to 94% (Greece), and is
higher than 50% in all but five countries (Figure 2.18). There are strong regional patterns, with high rates
of housing transfers among beneficiaries in Eastern European countries and relatively low rates in Western
Europe. The relatively high prevalence of housing transfers among recipients of gifts and inheritances
reflects the key importance of housing in household wealth portfolios. In particular, given the high rates of
homeownership among older populations, it follows that these households will frequently pass on housing
assets to their descendants. Once housing is received as a gift or inheritance, households may sell or keep
the asset, and those keeping it may choose to live in the residence or use it for other purposes. In countries
such as Greece, Lithuania, and Slovenia, the vast majority of households that received inherited or gifted
housing use it as their principal residence. In contrast, most beneficiaries of housing transfers in Belgium,
France and Luxembourg use their inherited or gifted housing as a secondary residence or dispose of the
housing. These differences may be partly due to mobility patterns across generations, as households may
inherit housing that is far from their jobs in urban centres and that they are not able to use as a principal
residence. Cross-country variations in family composition may also play a role, as inherited property will
be more likely to have multiple recipients when families have several children and may therefore be sold
to divide the value among recipients.
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Figure 2.18. Share of wealth transfer recipients reporting inherited or gifted housing, 17 OECD
countries

2017 or closest available year
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Data on inherited or gifted non-primary housing assets were not available for Finland. Data on the prevalence of gifts and inheritances were not
available for Italy.

Source: Eurosystem Household Finance and Consumption Survey.
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Housing assets are usually inherited rather than gifted. On average in 19 OECD countries, roughly
75% of housing wealth transfers take the form of an inheritance, while roughly 25% take the form of a gift
during the donor’s life (Figure 2.19, left panel). This could reflect the fact that the donors intending to
bequeath their primary residence will often maintain ownership of these assets until the end of their lives,
but may also reflect more preferential taxation of inherited, compared to gifted, homes in some countries
(OECD, 2021p10). Gifts of housing assets may also be more limited to individuals who own secondary
property or who use strategies such as trusts and the separation of bare ownership and usufruct to gift
their main residence during their life.

Inherited owner-occupied housing wealth is highly concentrated among households at the top of
the wealth distribution. On average among households that have inherited their principal residence,’
over half of inherited owner-occupied housing wealth belongs to the top wealth quintile (Figure 2.19, right
panel). In contrast, only 1% of inherited main residence housing wealth is held by households in the bottom
20% of the wealth distribution. This suggests that the tax treatment of inherited housing assets will have
the largest impact on wealthy households and minimal consequences for households at the bottom of the
wealth distribution. It is important to note, however, that this figure may underestimate inherited housing
wealth as it does not account for households that do not live in or have sold inherited housing prior to the
survey, and may overestimate inherited housing wealth where the value of the housing has increased
since it was first received. In addition, households’ position in the wealth distribution may have changed
since they received the housing assets, as the data measure household wealth at the time of the survey
and include the value of the gift or inheritance. These figures hold particular relevance for discussions on
the tax treatment of inherited housing and can help to contextualise the distributional impacts of such
policies.
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Figure 2.19. Share of housing wealth by gift or inheritance and across net wealth quintiles,
unweighted average, select OECD countries

2017 or closest available year
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Note: Average of Austria, Belgium, Germany, Estonia, Finland, France, Greece, Hungary, Ireland, Italy, Lithuania, Luxembourg, Latvia,
Netherlands, Poland, Portugal, Slovenia, Slovak Republic, Spain. Left panel: Households who have received both inherited and gifted housing
were counted in both categories; therefore, the two bars in this figure add up to slightly more than 100%. Right panel: Quintiles range from first
(lowest) to fifth (highest). See Box 2.1 for a description of how quintiles are calculated.

Source: Eurosystem Household Finance and Consumption Survey.
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Notes

' Secondary real estate does not refer exclusively to housing and encompasses real estate assets held at
the household level that are not the primary residence of the owner. This includes second and holiday
homes, investment real estate, and farmland.

2 The sample only includes households that report holding mortgage debt on their primary residence.
Limiting the analysis to these households removes the population of low-income retirees that have finished
paying off their mortgage, and who therefore significantly reduce average housing liabilities in the bottom
quintile.

3 The household head corresponds to the reference person of the household as defined in the Canberra
Group Handbook on Household Income Statistics. Specifically, it refers to “a person aged 15 years or over
selected to represent the household based on a set of selection criteria related to home ownership, couple
or parental status, income and/or age” (UNECE (2011131))).

4 Note by Tiirkiye: The information in this document with reference to “Cyprus” relates to the southern part
of the Island. There is no single authority representing both Turkish and Greek Cypriot people on the
Islands. Turkiye recognizes the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable
solution is found within the context of the United Nations, Turkiye shall preserve its position concerning the
“Cyprus issue”.

5 Note by all the European Union Member States of the OECD and the European Commission: The
Republic of Cyprus is recognized by all members of the United Nations with the exception of Turkiye. The
information in this document relates to the area under the effective control of the Government of the
Republic of Cyprus.

8 According to the HFCS survey, a substantial gift refers to a gift that has made a significant impact on
the financial situation of the household (see: )

7 This analysis is limited to homeowners that are currently living in housing they received as a gift or
inheritance, as housing values are the most up-to-date for this group. Future work could draw on detailed
multi-country house price indexes to incorporate inherited non owner-occupied housing. The wealth
quintiles correspond to levels of household wealth at the time of the survey, which includes the values of
the gifted or inherited housing assets under consideration.
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