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The U.S. Distributional Financial Accounts (DFA)

= Qverview

= Construction

= Data availability
= Main results

= Future work
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Overview

= DFAs provide quarterly data on household wealth

* Some comparable data on income, consumption, and savings for the U.S. from Bureau of
Economic Analysis, but from different source and not fully comparable.

= Created by combining results from two Federal Reserve data projects

* Quarterly aggregate measures of household wealth
= Source: Financial Accounts of the United States (FA)
= Also known as Federal Reserve Z.1 Statistical Release

*  Wealth distribution measures collected every three years (triennially)
= Source: Survey of Consumer Finances (SCF)

= Key features
* Integrates detailed household-level data into a national accounting framework
* Includes relatively high-frequency measures of the wealth distribution

* Provide near-real time measures for studying recent changes in the wealth distribution
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https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/econres/scfindex.htm

Construction: Basic Approach (3 steps)

= First: Reconcile asset and liability categories between SCF and FA.
= Second: Convert frequency of triennial SCF values to quarterly: “temporal disaggregation.”

= Third: Apply distributional information from the SCF (collected every three years) to the
aggregate wealth in the quarterly Financial Account (FA).
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DFA Construction: Challenges and Solutions

Financial Accounts’ household sector includes Improve statistics on nonprofit organizations positions and create

nonprofit organizations household-only supplemental balance sheet

SCF excludes life insurance reserves Estimate based on relationship between SCF death benefits and cash
surrender value of life insurance policies and reserves

SCF excludes defined-benefit pension Calculate present value of future income streams based on SCF

entitlements plan participation and anticipated benefits data

SCF excludes annuity entitlements Estimate by capitalizing SCF income received and cash value of deferred
annuities

Mismatch in valuation for nonfinancial Use a blended valuation method reflecting Financial Accounts source data

noncorporate business equity

Extremely wealthy missing from SCF Apply a weighting correction to account for Forbes 400 wealthiest
households
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Obtaining distributional share values for dates between triennial
Surveys of Consumer Finances (“Temporal disaggregation”)

= |Impute and forecast reconciled triennial SCF data to quarters using Fernandez (1981) approach

= Choose indicator series that measure similar quantities to target series, capture important
economic developments, or predict changes in the distribution of assets and liabilities across

groups
= Examples: S&P 500 stock price index, federal funds rate, home price index

= Apply to each wealth component, for each wealth group

PEOPLE, PLANET, ECONOMY DELIVERING INSIGHTS FOR ACTION | 6



Temporal disaggregation example: Corporate stocks and mutual fund shares
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DFA Breakdowns

About News Monetary Supervision Payment Economic Data Consumers
the Fed & Events Policy & Regulation Systems Research & Communities
Home > Data > Z.1-Financial Accounts > Enhanced Financial Accounts > DFA: Distributional Financial Accounts
~»
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https://www.federalreserve.gov/releases/z1/dataviz/dfa/
https://www.federalreserve.gov/releases/z1/dataviz/dfa/
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Example:

Net worth, assets and liabilities by wealth group: average 1989:Q3 — 2023:Q4
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The U.S. DFA and DGI-3 Recommendation 9

= Main target

* Develop and disseminate annual estimates of the distribution of wealth across households in line with national
accounts balance sheet totals, according to internationally agreed templates and methodology.

* Timeline:
= 2024Q4: Results for 2021, 2022, and/or 2023 at wealth quintile level.

= 2026Q4: Results published within 18 months after the reference period, with breakdowns at wealth decile
level, and, if possible, according to income decile and household type.

* U.S. DFA will be able to meet this target.

= Second-best target
* Develop and disseminate every 3 years, if possible, but at least every 5 years

* Timeline:

= 2026:Q4: Results published within 4 years after the reference period at wealth quintile level.
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Future DFA Improvements

= Refining Household aggregates:
* Distilling residually calculated financial assets
 Capturing peer-to-peer lending

* Incorporating crypto assets
= Incorporating social security pension entitlements

= Developing joint distributions: income, consumption, and wealth (DGI-3 Recommendation 8)
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