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all household members. However, this information is not available in the HFCS 2014 and I have to apply the 

current gross household income as a proxy for lifetime income. Moreover, the household age captures the 

cohort effect, that is to say older individuals/households have had the chance to accumulate more wealth 

compared to younger ones. For my regressions I apply an inverse hyperbolic sine transformation to all 

monetary variables, which approximates the logarithmic transformation in order to raise the fit, however 

without losing negative and zero values which are numerous in wealth data. 

The regressions deliver the expected results with respect to the signs of the coefficients and are significant 

for most of the variables in the majority of countries. Households with higher amounts of bequests and 

inter vivos transfers acquired over the previous lifetime feature conditionally higher levels of wealth stocks. 

Those with higher current household income obviously have more funds available for non-consumptive 

purposes and have thus accumulated relatively high wealth holdings. The cumulative process of building 

wealth stocks results in households with higher average age having conditionally wealth stocks. The effect 

declines over the life cycle and household gross wealth peaks in most of the countries in the HFCS 2014 at 

a mean household age of between 55 and 65 years. Average household education levels correlate 

conditionally positively with wealth stocks. The variable might also capture some of the longer-term income 

differences between households, which are not embodied in the differences of current household income. 

Households with more adults in general hold conditionally more wealth assets. The motive of accumulating 

wealth for later transfers to the offspring seems to be strong as reported in the literature. Thus households 

with more children might have conditionally higher wealth holdings. The coefficients for the number of 

children however show, when significant, the opposing trend. More children in the household thus 

constrain the accumulation out of the given funds due to current needs. Households with reference persons 

who are single, widowed or divorced have conditionally lower wealth holdings. Based on the wealth-

generating functions stemming from my regressions, I applied the Shapley decomposition analysis. Gini 

coefficients were calculated for predicted values of wealth holdings of individual households stemming 

from all combinations of explanatory variables. The average differences between those Gini indices 

resulted in the estimation of the marginal contribution of each explanatory variable to the overall Gini of 

wealth stocks. In order to keep the necessary computing time tolerable, I collapsed the effect of a couple 

of variables to explanatory factors. These were the individual types of bequests and gifts and the effect of 

expected inheritance to the explanatory factor inheritance and gifts; the variables ‘household age’ and 

‘household age squared’ to the factor ‘household age’; the factor ‘household structure’ includes the effect 

of both the variables ‘number of adults’ and ‘number of children’, and the explanatory factor ‘marital status’ 

comprises the effect of all three dummy variables for single, widowed and divorced reference persons of 

households (comparing their wealth holdings with those of reference persons being married or living in a 

consensual union). 

Based on the Shapley value decomposition, on average over the countries analysed, bequests and gifts 

contribute about 30 per cent to the predicted inequality of net wealth holdings. The contribution of gross 

household income is lower, with 17 per cent. However, the results vary somewhat between countries. 

Germany shows with 35 per cent the highest share, but is closely followed by Poland, Austria, France, 

Portugal and Spain (all between 30 per cent and 35 per cent, while the figures for Belgium, Italy and 

Luxembourg are somewhat lower (23 per cent and 26 per cent, respectively). The contribution of income 

to net wealth inequality is relatively high in Austria (35 per cent), Belgium and Luxembourg (both 26 per 

cent). In the other countries the share amounts on average to only 11 per cent in the case of net wealth 

inequality. The results of the decomposition analysis show that differences in household characteristics are 

an important source of wealth inequality. Average age contributes about 20 per cent to the overall Gini 


