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Household Net Worth
U.S. household net worth rises to $85.7 trillion

The net worth of U.S. households rose in the second quarter due to an 
increase in the value of homes and investments, a positive sign for future 
consumer spending.

The increase added $700 billion to the total wealth of American families, 
putting it at a record high of $85.7 trillion, a report by the Federal 
Reserve showed on Friday.

The data suggests that Americans are increasingly on firmer financial 
footing and consumers may be more apt to open their wallets. However, 
a recent global stock sell-off could dent consumer confidence and weigh 
on spending.

Reuters, September 18, 2015
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Financial Accounts of the  
United States

• Time series: 
Annual 1945 – 2014
Quarterly 1952:Q4 – 2015:Q2

• Published 10 weeks after the end of 
the reference quarter

• Includes flows, balance sheets, and 
Integrated Macroeconomic Accounts

• Interactive online Guide
www.federalreserve.gov/releases/Z1/
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Projection

Relevance of U.S. Financial Accounts 
in Understanding the U.S. Economy

• Household net worth important to forecasts of 
consumption

• Forecast based on expected movements in real 
estate, equity markets, and the personal 
savings rate

• Simplified framework
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Household Net Worth Relative to 
Disposable Personal Income
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Corporate and Home Equity Relative 
to Disposable Personal Income
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Debt Growth of Domestic 
Nonfinancial Sectors
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Household Liabilities Relative to 
Disposable Personal Income

Relevance of U.S. Financial Accounts 
in Understanding the U.S. EconomySeptember 29, 2015 9



Changes in Household Liabilities
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Consumer Credit
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Level t‐1 Level t

OCVAs

Revaluations

Transactions

Economic Flows
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Change in Household Net Worth
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Home Mortgage Charge-offs

• Home mortgage debt declined $1.3 trillion since the 2008 peak, 
with 75% of decline due to charge-offs

• Previous treatment:  Charge-offs a negative component of 
aggregate mortgage borrowing (transaction)

• New treatment: Charge-offs excluded from aggregate 
borrowing; now included in other changes in volume
• Increases reported mortgage debt transactions
• Reduces personal saving
• Mortgage debt outstanding and household net worth 

unchanged
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Change in Residential Mortgage Debt 
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Importance of the Financial Sector

• Financial crisis highlighted the importance understanding linkages 
between the financial sector and the real economy

• The G-20 Data Gaps Initiative emphasized the need for quality data on 
financial business subsectors, especially non-bank financial institutions

• Vice chairman Stanley Fischer stressed on 3/27/2015 the “The Importance 
of the Nonbank Financial Sector” at a conference with the Bundesbank 
and German Ministry of Finance, Frankfurt

• 1980 nonbanks 40% of domestic financial sectors;  late 1990s nonbanks 
were 2/3 of the total; percentage remained stable

• U.S. Financial Accounts record financial transactions and positions for 27 
different financial business subsectors 
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Financial Business Sector
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What is Shadow Banking?

• Paul McCulley of PIMCO coined the term at Jackson Hole in 2007. 
Began in 1970s with development of MMMF, who are like banks but 
not regulated.  Shadow banking is “the whole alphabet soup of levered 
up non-bank investment conduits, vehicles, and structures.”

• In 2009, economist Paul Krugman described the run on the shadow 
banking system as the “core of what happened to cause the crisis.”

• In April 2012, Federal Reserve Chairman Ben Bernanke defined 
important components of  shadow banking as including securitization 
vehicles, asset-backed commercial paper conduits, MMMF, markets 
for repos, investment banks, and mortgage companies. 
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FSB definition of Shadow Banking

• At the November 2010 Seoul Summit, G-20 leaders highlighted the 
need to strengthen regulation and supervision of shadow banking.  
Requested FSB to develop recommendations and collect data.  

• Broad definition:  credit intermediation involving entities and 
activities outside the regular banking system

• Narrower definition: raise systemic risk concerns, in particular by 
maturity/liquidity transformation, leverage and flawed credit risk 
transfer, and/or regulatory arbitrage concerns.

• 2015 new activity-based “economic function” measure of shadow 
banking introduced; reduces the FSB broad estimate by 75% for the 26 
jurisdictions being measured
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U.S. Shadow Banking  
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2015:Q2 $ trillions
Total Domestic Financial Business 86.2

- Monetary authority 
‐ Depository institutions

‐ Holding companies
Shadow Banking I  59.4

- Insurance companies and pension funds
‐ GSEs and Agency- and GSE-backed mortgage pools

Shadow Banking II 25.5

‐ Equity funds (equity holdings of mutual funds, closed-end funds, and ETFs)

‐ Equity REITs
Shadow Banking III (divide into the economic functions) 15.8



Shadow Banking I
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Shadow Banking II
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Shadow Banking III



Shadow Banking by FSB 
Economic Function
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FSB: Entities by Economic Function Financial Accounts: Sectors

1.  Entities that are susceptible to runs Money market funds, mortgage REITs, 
and bond funds 

2.  Lending dependent on short-term funding Finance companies

3.  Market intermediation dependent on short-
term funding or secured funding of client 
assets

Security brokers and dealers and 
securities lending

4.  Facilitating credit creation None

5.  Securitization-based intermediation Issuers of asset-backed securities



FSB Economic Functions 
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FRB Work on Alternative Views to 
Shadow Banking 

Other FRB work on shadow banking focuses on:
1.  The intersection of shadow banking and the nonfinancial economy

“Shadow Banking and the Funding of the Nonfinancial Sector” by Josh Gallin
(May 16, 2013)

http://www.federalreserve.gov/pubs/feds/2013/201350/

2. Unregulated financial markets that are vulnerable to runs in periods of stress 

“The Runnables” by Jack Bao, Josh David, and Song Han 
(September 3, 2015)

http://www.federalreserve.gov/econresdata/notes/feds-notes/2015/the-runnables-20150903.htm
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Shadow Banking and Funding of the 
Nonfinancial Sectors

• Goal: Identify the financial link between shadow banking and the 
nonfinancial sectors; must have a “runnable” link in the 
intermediation chain

• “Runnable” is defined as short-term funding, where the borrower is 
not insured by the FDIC and has no access to the Federal Reserve 
Discount Window

• Short-term funders are defined by their activities rather than their 
entity type

• Runnables include repo, commercial paper, and money-fund shares
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Terminal and Intermediate Funders
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Source: Joshua Gallin (2013). "Shadow Banking and the Funding of the Nonfinancial Sector," Finance and Economics 
Discussion Series 2013‐50. Board of Governors of the Federal Reserve System (U.S.).
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Debt of the Nonfinancial Sector, by Terminal Funder
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Source: Joshua Gallin (2013). "Shadow Banking and the Funding of the Nonfinancial Sector," Finance and Economics 
Discussion Series 2013‐50. Board of Governors of the Federal Reserve System (U.S.).



Results 

• In the lead-up to financial crisis of 2008, domestic shadow banking was a 
significant but not the dominant supplier of funding to nonfinancial sectors. 

• Funding from the shadow banking system dropped significantly after 2008, 
having had an enormous effect on the change nonfinancial-sector debt and 
thus, presumably on real activity

• Nonfinancial sector debt increased a cumulative 15 % from 2006:Q4-
2008:Q4; short-term funders contributed 4-1/4 percentage points (largest 
contributor)

• Growth rate of nonfinancial-sector debt halved to about 7 % in the two 
years following the crisis; short-term funders subtracted 3-3/4 percentage 
points from the cumulative growth rate over this period

• Government entities stepped into provide a significant portion of debt 
previously supplied by short-term funders. 
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Runnable Liabilities

• Goal: describe a measure of runnable liabilities as a tool in 
monitoring run vulnerability 

• Definition of runnables:  
1. “pay-on-demand” transactions which embed defaultable promises 

made by private agents or state and local governments without 
explicit insurance from the federal government. 

2. Term to maturity is short or the claimholder of the long-term debt 
has a put option that can be exercised on short notice

3. Aggregate measure of runnables; sum of amount outstanding of 
runnable components along the intermediation chain  
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What Are Runnables? 
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Instrument Source

1. Repos and Federal funds Financial Accts., Call Report

2. Money market mutual funds Financial Accounts 

3. Uninsured bank deposits Call Report

4. Securities lending Risk Management Association

5. Commercial paper Financial Accounts

6. Variable-rate demand obligations SIFMA

7. Funding agreement-backed securities Bloomberg



Runnable Liabilities

September 29, 2015 Relevance of U.S. Financial Accounts 
in Understanding the U.S. Economy

Source: Jack Bao, Josh David, and Song Han (2015). “The Runnables,” FEDS Notes, September 3, 2015.
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Runnable Liabilities
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Source: Jack Bao, Josh David, and Song Han (2015). “The Runnables,” FEDS Notes, September 3, 2015.
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Future Data Improvements

• More detailed reports on money market funds and mutual 
funds from SEC

• Form PF – hedge funds and private equity funds from 
SEC

• Bilateral repo transactions pilot program (FSB)

• Improvements in securities lending data

• Improvements in derivatives data 



Enhanced Financial Accounts
Launched August 28, 2015!

• Maintain basic framework
• More detail, dimensionality, and scope

• Additional detail on financial instruments
• Information on holdings and activities currently not well 

described
• Higher frequency data, supplementary data, and data for 

lower levels of aggregation
• Improved data dissemination and communication

• Joint work with other government agencies 
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Financial Accounts Guide

Relevance of U.S. Financial Accounts 
in Understanding the U.S. Economy

http://www.federalreserve.gov/apps/fof/

September 29, 2015 37



September 29, 2015 Relevance of U.S. Financial Accounts 
in Understanding the U.S. Economy 38



September 29, 2015 Relevance of U.S. Financial Accounts 
in Understanding the U.S. Economy 39




