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The Composition and Distribution
of Household Assets and Liabilities:
Evidence from the 2002
HILDA Survey!

Introduction

Australian households’ balance sheets have
changed considerably over the past decade.
The macroeconomic consequences of these
changes depend in part on their distributional
effects, but until now there has been little
information about the distribution of assets
and debts across households experiencing
different circumstances or with different
demographic characteristics.

Previously, primary sources provided
information for only a subset of assets and
liabilities, mainly related to owner-occupied
housing. Estimates of the distribution of
households’ assets and liabilities, such as those
by the National Centre for Social and
Economic Modelling and by the ABS, were
largely derived from income flows, usually
combining different sources. By contrast, the
2002 wave of the Household, Income and
Labour Dynamics in Australia (HILDA)
Survey includes the first comprehensive
survey of Australian households’ assets, debts

and savings behaviour from one source,
allowing a disaggregated view of the entire
household balance sheet.

The answers given by the 7 245 households
that responded to the HILDA Survey provide
a detailed picture of the composition of
households’ financial and non-financial assets
and liabilities. Because the data come from a
single source, the financing of different assets,
such as owner-occupied or investor housing,
can be compared across different types
of households.

This article analyses summary statistics of
the assets and liabilities held by households
across a number of dimensions, such as age
or income groups. The principal summary
statistics used are the median and the mean
value of asset and debt holdings. The mean
describes an average value, while the median
is more representative of a ‘typical’ household
since it describes the household in the middle
of the distribution.? For the detailed asset and
liability holdings we report the percentage of
various groups that have a certain asset or
liability, and the median position of those
households that have the asset or liability.

1. This article was prepared by Marion Kohler, Ellis Connolly and Kylie Smith of Economic Group.

2. The median is also less affected by outliers than the mean. However, unlike means, medians cannot be added

across different categories to give exact totals.
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The Distribution of
Net Wealth

The average household in the HILDA
Survey had net wealth of $404 300 in 2002.
The average net wealth of households in the
wealthiest 20 per cent of the population, or
‘quintile’, was about three times as much as
that in the second wealthiest quintile and
about 15 times that in the second poorest
quintile. Since the distribution of net wealth
is skewed, the median, or ‘typical’, household
had net wealth below the mean, of $218 500.
Around 4 per cent of households reported
negative net wealth.

Higher-income households typically also
had higher wealth, which is not surprising
given that wealthier people have more assets
on which they earn income, but is presumably
also due to the fact that people with higher
incomes have a higher propensity to save.
However, the positive relationship between
income and net wealth was not exact: for
example 56 per cent of households in the
highest income quintile were not in the
wealthiest quintile, and 7 per cent of
households in the lowest income quintile were
reported to be in the wealthiest quintile.

The distribution of net wealth across all
households was more unequal than that of
income — a result that has also been found in
other countries. The household at the 80™
percentile of the income distribution earned,
before tax, about 4!/2 times more than the
household at the 20™ percentile. By
comparison, the household at the 80"
percentile of the wealth distribution was about
20 times wealthier than the household at the
20™ percentile. This may sound like a large
difference, but it is small compared to that
found in the US. According to the Federal
Reserve Survey of Consumer Finances in
2001 the equivalent ratio for the US was more
than 50. This difference is partly due to the
fact that the share of households with zero or
negative net wealth is considerably higher in
the US than in Australia.

The difference in net wealth across
households may partly reflect life-cycle
factors. Households towards the end of their
working life have accumulated savings for their
retirement, while many young families take
out debt in order to finance education or the
purchase of a home. Consistent with this,
households where the reference person was
aged between 55 and 64 years were typically
richer than those younger or older. Moreover,
the median household aged 75 years and older
had still more than four times the net wealth
of a household aged 35 years and younger.
The difference occurs partly because older
households had less debt, but is also because
their assets were higher, providing resources
to draw on during retirement or to bequeath
to the next generation.

Across the household sector as a whole, non-
financial assets account for the bulk of total
assets (Graph 1). Households in the HILDA
Survey held 68 per cent of assets as non-
financial assets, slightly more than the
63 per cent share suggested by aggregate data.
This difference could be due to different
treatments of business assets and consumer
durables. The share of non-financial assets in
total assets peaked at 78 per cent for the
middle wealth quintile and was around
65 per cent for both the wealthiest and the
poorest wealth quintile. In contrast, debt as a
share of assets fell steadily from 82 per cent
in the poorest quintile to 9 per cent in the
wealthiest quintile.

Graph 1
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The data in the HILDA Survey showed that
renters had considerably lower net wealth than
home owners. This presumably reflects the
fact that renters were on average younger and
had lower incomes than home owners. Not
surprisingly, renters on average held a higher
share of their assets in financial assets than
did home owners.

Differences in home values also explain
geographical differences in net wealth. The
typical household in NSW and Victoria had a
higher net worth than that in the other large
Australian states. This was mainly due to the
higher values of homes owned by households
that live in these states, with the median
households’ holdings of debt and financial
assets more similar across states.

Financial Assets

Almost all households reported that they
owned some type of financial asset, with
97 per cent having an account with a positive
balance at a bank or other intermediary.
However, the median amount in these
accounts was lower than for any other financial
asset type, at around $5 000. More than half
of all financial assets were held in
superannuation, with a median value of
$35 000 for the 76 per cent of households that
held any assets in superannuation.

Superannuation and life insurance
accounted for 55 per cent of all households’
financial assets — similar to the share implied
by aggregate data — with the relative
importance slightly lower for only the
wealthiest quintile (Graph 2). Deposits
constituted 27 per cent of financial assets for
the poorest households, but this share fell
steadily to 12 per cent for the wealthiest
quintile. Their place was taken by equity
investments and trusts which accounted
for 31 per cent of financial assets for the
wealthiest quintile but only 6 per cent for the
poorest quintile.

Wealthier households tended to spread their
larger asset portfolios over a wider range of

Graph 2
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assets than less wealthy households.
Households in the wealthiest quintile were
more likely to own equity investments —
78 per cent of this group compared with
41 per cent for households in general — and
on average held a greater share of their assets
in this asset type. Nearly 90 per cent of
households in this group held assets in
superannuation. Although a much smaller
fraction of households in this group had
investments such as bonds or certificates of
deposits, those who did typically invested
around $45 000 in these assets.

It might be expected that households with
shorter investment horizons prefer less risky
assets with more predictable short-run
returns. Not surprisingly, therefore, the
HILDA Survey showed that older households
were more likely than young households to
hold low-risk bonds and deposits, and were
less likely to hold riskier equity investments.

Non-financial Assets

Not surprisingly, the most valuable non-
financial asset for most households was their
own home, with a median reported value of
$250 000 for the 68 per cent of households
in the HILLDA Survey that were home owners.

3
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This median was almost the same for home
owners both with and without debt
outstanding on their home. The proportion
of home owners and the value of the owner-
occupied home increased with income, net
wealth and age, except for households 75 years
or older which were slightly less likely to own
a home and tended to own homes valued
below the median level.

On average, property assets accounted for
79 per cent of non-financial assets (Graph 3).
This was lower than the share of 94 per cent
based on aggregate data compiled by the RBA,
largely because the HILLDA Survey included
business assets, which are not included in
these other data for non-financial assets. The
primary residence was by far the most valuable
asset holding, especially for the households
close to the centre of the net wealth
distribution. Other residential properties
accounted only for around 10 per cent in the
middle quintiles, while they accounted for
20 per cent of non-financial assets for the
wealthiest quintile. Other residential
properties accounted also for around one-fifth
of the non-financial assets in the poorest
quintile, though in absolute terms the value
of assets held by these households was very
small. Moreover, only a few households in this
group owned other residential properties,
most of which were highly geared.

Graph 3
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Business assets accounted for 14 per cent
of non-financial assets and were relatively
concentrated in the wealthiest quintile.
Vehicles and collectibles accounted for
39 per cent of non-financial assets in the
poorest quintile, and only for 5 per cent in
the wealthiest quintile, but not surprisingly
the average value of these assets held by the
wealthiest was much more than that held by
the poorest.

Around 17 per cent of households owned a
residential property that was not their primary
residence, with a median value of $200 000.
As well as investment properties, this also
includes holiday homes and second
residences, with only 61 per cent of these
households reporting that they received rental
income. The share of households with investor
properties is likely to be higher than the
10.3 per cent of households that both owned
a second property and received rental income,
since some investment properties might be
vacant or rented out to a family member that
does not pay rent.

Information from the HILDA Survey on the
proportion of households with investment
properties lines up reasonably well with data
from other sources. Previous estimates had to
rely on rental income as an indication of
whether a person or household owns an
investment property. In the HILDA Survey
around 12 per cent of persons with taxable
income reported in 2002 that they received
rental income, comparable to estimates
of around 12!/2 per cent obtained using
2000/01 ATO tax data. The difference
between these figures and the estimate of the
proportion of households that both owned a
second property and received rental income,
as cited above, suggests that a number of
households received rental income, but did
not own a second property. These could be
households that received rental income from
lodgers or from non-residential properties,
although some responses might simply be
reporting errors.

Owner-occupiers were substantially more
likely than renters to own other residential
property. Even so, 10 per cent of renters
owned a residential property, despite the
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perceived advantages of first investing in home
ownership. One reason could be that these
renters were not able to afford to buy a
property close to their preferred location. The
median value of other residential properties
owned by renters was $160 000, somewhat
lower than those owned by home owners
which had a median value of $200 000.
Around 70 per cent of properties owned by
renters were geared, that is, they had debt
outstanding against them, compared with only
42 per cent of other properties owned by
home owners. However, looking only at geared
properties, the typical gearing ratio for other
residential properties was similar whether it
was owned by a renter or by a home owner.

Debt

Around one-third of all households had no
debt. Indeed, for a number of categories of
respondents the median household did not
have any debt. This could reflect either
demand or supply factors. Some categories
of households may not want to incur debt,
such as older households or retirees, while
others may have found it difficult to borrow,
such as households with low incomes or with
low levels of formal education.

The median debt-to-asset ratio was
7.8 per cent across all households and
23.3 per cent across only those households
with any debt. Because these figures are
median debt-to-asset ratios of individual
households, they are different from ratios
calculated from aggregate household asset and
debt data. The comparable figure, calculated
by aggregating the HILLDA asset and debt data
and then taking the ratio, at 14!/2 per cent is
close to previous aggregate estimates.

The composition of household debt across
net wealth quintiles showed a pattern quite
similar to that for non-financial assets
(Graph 4). Just as the share of the primary
residence in total non-financial assets was
highest for the middle net wealth quintiles, so

Graph 4
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too was the share of home loans in total debt.
For the second and third quintiles, home loans
accounted for around three-quarters of
total debt.

Around 30 per cent of all households had
credit card debt, but the median value
($2 000) was only a fraction of residential
secured debt. A further 40 per cent of
households had credit cards, but had no
outstanding balance on them. Most of these
regularly paid off their credit card balances
in full. In the first wealth quintile, personal
debt accounted for 50 per cent of debt. This
category includes credit card and HECS debit,
but for these households it was dominated by
personal loans. The share of personal debt fell
to 15 per cent of all debt or less for the other,
wealthier quintiles, being replaced by
investment property loans and business debt.
Business debt — similar to business assets —
was almost exclusively concentrated in the
wealthiest group.

While the proportion of households with
debt was roughly the same across net wealth
quintiles, for those with debt, the median
amount owed increased with net wealth.
However, gearing ratios decreased with net
wealth, implying that the higher debt in the
groups with higher net wealth was more than
outweighed by higher assets.
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Debt on property reported in the HILDA
Survey included not only mortgages and
home equity loans, but also loans obtained
from friends or family members to purchase
a property. Around 2 per cent of the total value
of home loans outstanding were loans from
friends or family, around 80 per cent were first
mortgages and the remainder were home
equity loans and second mortgages. The
median gearing ratio for households that
owned a property — either owner-occupied
or other residential property — with debt
outstanding was 39 per cent, comparable
to the ratio of 43 per cent implied by
aggregate data.

Half of all home owners had a loan
outstanding on their primary residence, with
a median value of $90 000. Data from the
2001 Census suggest that 40 per cent of home
owners had a mortgage outstanding. This is
lower than that reported in the HILDA

Survey, possibly because respondents to the
Census may not have included some housing-
related debt, such as home equity loans or
loans from friends or relatives.

The proportion of other residential
properties that were geared was 47 per cent,
similar to the proportion reported for owner-
occupied properties. However, for those with
debt the typical amount outstanding was
higher than for owner-occupied homes. Since
the median value of other residential
properties was lower than for owner-occupied
homes, the typical gearing ratio on other
residential properties was also higher than for
owner-occupiers, at 56 per cent. One
explanation for this difference could be that
home owners may choose to pay off their debt
faster than owners of investment properties,
who can deduct interest expenses from taxable
income.

Appendix

Data in this Appendix are extracted from
the HILDA Survey 2002 (unconfidentialised
data set), Melbourne Institute of Applied
Economic and Social Research, which
provides unit record responses from 7 245
households. All net wealth and income data
in this article are based on actual responses,
and imputed responses if some answers were
missing. We also adjusted the weight of
answers given by individual households in
order to ensure representativeness for
all Australian households. Household
characteristics such as age, education and
labour force status are based on the household
reference person, which was chosen from the

household members as the person with the
highest income, highest salary, labour force
status, age and respondent number, in
this order.

In this article, we only recorded a household
as having assets or debt of a particular type if
they had a positive balance in it. Thus we
excluded a number of households with bank
accounts, credit cards or business assets or
debt with zero balances from the group of
households possessing these assets or debts.

We have not reported results which were

based on less than 0.2 per cent of the sample,
and denoted these with ‘-’ in the tables. «
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Table A.1: Household Balance Sheet

$°000
Household Net Financial Non-financial
characteristic wealth assets assets Debt

Mean Median Mean Median Mean Median Mean Median

All households 404.3 218.5 149.2 49.6 323.6 204.5 68.5 10.0
Percentile of income
Less than 20 217.4 109.0 57.9 8.0 174.8 96.0 15.3 0.0
20-39.9 260.5 122.5 88.8 21.4 199.2 119.5 27.6 1.0
40-59.9 316.5 179.6 113.1 38.9 257.1 180.0 53.7 15.2
60-79.9 451.4 287.0 172.9 76.5 371.4 260.0 93.0 46.0
80-100 776.1 527.0 313.4 165.7 615.7 416.0 153.0 90.0
Age of reference person (years)

16-34 173.5 56.0 60.0 21.5 179.1 40.0 65.6 16.0
35-44 361.9 211.4 121.7 52.2 348.7 230.0 108.6 58.0
45-54 546.6 374.0 211.5 102.5 425.4 290.0 90.3 34.4
55-64 701.9 448.0 281.0 111.0 475.2 297.0 54.3 0.5
65-74 504.5 308.4 184.9 60.0 326.4 221.0 6.8 0.0
75 or more 330.3 230.5 107.8 27.3 226.3 163.0 3.8 0.0
Education
University

degree 573.5 340.5 241.1 93.4 442.5 310.0 110.1 41.0
Diploma 394.5 240.6 140.0 51.0 322.5 215.0 68.1 13.0
Finished yr 12 357.2 176.7 133.2 39.3 289.5 170.0 65.5 12.9
Finished yr 11 311.2 159.4 100.6 24.2 250.9 147.5 40.3 0.1
Current work status
Employee 413.7 226.3 160.4 61.5 343.0 228.5 89.7 35.2
Self-employed 615.7 371.0 171.4 58.5 559.1 350.0 114.8 40.2
Retired 415.7 257.0 154.1 35.5 272.2 188.0 10.7 0.0
Other not

working 200.0 32.4 65.7 5.0 169.3 14.0 35.0 1.2
State
NSW 478.6 265.6 152.2 52.0 402.4 262.0 76.0 6.5
VIC 438.6 268.5 167.2 55.1 336.8 236.0 65.5 10.0
QLD 297.5 173.0 132.8 40.5 225.7 165.0 61.0 15.0
SA 298.1 153.1 122.2 31.5 222.5 144.0 46.7 8.0
WA 382.1 183.5 130.4 43.1 335.9 190.0 84.2 15.0
Others 372.8 174.1 187.0 56.0 251.8 145.0 66.0 13.0
Housing status
Home owners 546.2 354.5 191.4 77.5 445.7 303.0 90.9 34.0
Renters 105.2 18.6 60.3 13.7 66.0 7.0 21.2 2.3
Percentile of net worth
Less than 20 4.5 4.2 8.5 3.7 16.1 3.0 20.2 2.0
20-39.9 84.7 83.0 36.9 29.7 101.6 91.0 53.8 15.0
40-59.9 222.4 219.0 65.0 50.6 226.2 212.0 68.8 25.0
60-79.9 434.4 428.8 144.3 114.1 368.9 343.0 78.8 16.0
80-100 1276.6 935.0 491.6 373.3 906.1 668.0 121.1 24.5
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All households

Household Total Property
characteristic gearing gearing

Aggregate Median Aggregate Median Median
All households 14.5 7.8 20.1 6.5
Percentile of income
Less than 20 6.6 0.0 5.6 0.0
20-39.9 9.6 1.0 12.4 0.0
40-59.9 14.5 13.6 20.0 13.2
60-79.9 17.1 16.5 24.4 23.1
80-100 16.5 15.8 24.4 22.2
Age of reference person (years)
16-34 27.5 29.0 37.4 45.9
35-44 23.0 21.5 31.3 33.9
45-54 14.2 10.3 19.5 13.3
55-64 7.2 0.2 9.9 0.0
65-74 1.3 0.0 1.2 0.0
75 or more 1.1 0.0 1.1 0.0
Education
University degree 16.1 16.3 23.1 20.0
Diploma 14.7 9.3 20.3 10.8
Finished yr 12 15.5 13.6 22.5 15.8
Finished yr 11 11.5 0.1 14.7 0.0
Current work status
Employee 17.8 17.5 26.0 25.0
Self-employed 15.7 12.2 19.0 11.4
Retired 2.5 0.0 2.5 0.0
Other not working 14.9 2.7 18.0 1.7
State
NSW 13.7 4.1 18.0 1.6
VIC 13.0 6.6 18.2 2.8
QLD 17.0 13.0 25.5 17.6
SA 13.6 8.9 18.7 5.2
WA 18.1 11.5 24.9 15.7
Others 15.0 8.7 26.4 13.3
Housing status
Home owners 14.3 7.3 19.4 5.3
Renters 16.7 8.9 40.2 40.8
Percentile of net worth
Less than 20 81.7 27.2 97.9 85.0
20-39.9 38.9 19.3 53.2 52.0
40-59.9 23.5 10.2 29.2 12.0
60-79.9 15.4 3.7 19.8 0.0
80-100 8.7 2.1 12.0 0.0

Table A.2: Household Gearing
Ratio of debt to asset; per cent

Gearing
on all

property

39.1

30.9
40.6
43.8
39.3
35.6

57.5
41.6
30.2
23.0
21.2

4.7

35.6
40.3
40.0
38.5

40.0
33.3
20.0
39.1

35.7
35.3
45.1
42.5
45.2
41.5

37.8
58.9

88.2
63.3
42.1
28.6
21.3

Gearing
on own
home

Median

40.0

28.6
41.2
45.5
41.9
40.0

57.8
42.5
32.0
25.0
255

3.7

38.8
42.3
40.7
40.0

42.2
37.3
255
40.0

38.5
36.4
45.7
46.0
48.8
42.9

40.0
na

88.9
63.3
42.5
28.6
252

Households with type of debt

Gearing
on other

property
Median

55.6

40.0
54.2
57.1
53.3
57.7

65.0
61.1
50.0
40.0

57.7
53.2
68.6
57.1

57.1
56.4
33.7
40.0

57.8
50.0
60.1
45.0
54.2
66.7

54.2
58.9

84.4
68.6
59.0
55.6
48.9
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