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Confluence Investment Management offers various asset allocation products which are managed using 

“top down,” or macro, analysis.  We publish asset allocation thoughts on a weekly basis in a special 
section within our Daily Comment report, updating the piece every Friday.   
 

November 8, 2019 
 

The Federal Reserve, in its Financial Accounts of the United States database,1 has created a 

Distributional Financial Accounts sub-database that measures household wealth by percentile 

groups.  The data is only reported in four broad categories (Top 1%, 90% to 99%, 50% to 89%, 

and bottom 50%) and has a fairly short history, starting in Q3 1989.  However, even with these 

limitations, it offers some interesting insights into which different segments of society hold 

wealth. 

 

For starters, we group the data by the top 10% compared to the bottom 90%.   
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Both charts compare four categories of wealth—cash, equities, fixed income and residential real 

estate, including vacant land—relative to total assets.  A clear distinction between the two groups 

is that the top 10% hold most of their wealth in equities.  Real estate represents less than 20% for 

the top 10% but it’s around 40% of assets for the bottom 90% of households.  Equities represent 

around 40% of assets for the bottom 90% as well.  This tells us that booms and busts affect 

households differently relative to their wealth; a housing boom tends to make the bottom 90% 

wealthier, while a bull market in stocks is a bigger deal to the top 10%. 

 

                                                
1 This database was previously called the “Flow of Funds.” 
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The ratio of equity and real estate wealth for the top 10% to the bottom 90% highlights this 

factor. 

 

1.6

1.8

2.0

2.2

2.4

2.6

2.8

0 

10 

20 

30 

40 

50 

1990 1995 2000 2005 2010 2015

RATIO OF EQUITY WEALTH, 10%/90% TOP 10% EQUITY WEALTH

BOTTOM 90% EQUITY WEALTH

EQUITY WEALTH

U
S

D
 T

R
ILLIO

N

R
A

T
IO

Sources:  Haver Analytics, CIM

1.0

1.2

1.4

1.6

1.8

2.0

0 

4 

8 

12 

16 

20 

1990 1995 2000 2005 2010 2015

RATIO OF REAL ESTATE WEALTH, 90%/10% TOP 10% REAL ESTATE WEALTH

BOTTOM 90% REAL ESTATE  WEALTH

REAL ESTATE WEALTH

U
S

D
 T

R
ILLIO

N

R
A

T
IO

Sources:  Haver Analytics, CIM

 

Currently, the equity wealth of the top 10% exceeds the bottom 90% by 2.6x.  In terms of real 

estate, the bottom 90% hold more in total terms, but the two segments tend to mirror each other.   

 

Finally, the ratios of net worth and liabilities show a similar pattern. 
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The top 10% net worth exceeds the net worth of the bottom 90% by 2.2x.  Liabilities of the 

bottom 90% exceed those of the top 10% by 3.1x.   

 

These charts show the relative risk to the economy from various market events.  A bear market in 

equities will have much less of an impact on the economy than would declining home prices.  

Higher borrowing costs will hurt the bottom 90% more than the top 10%.  And, in terms of net 

worth, the difference between the top 10% and the bottom 90% highlights the precarious nature 

of the latter.   

   
Past performance is no guarantee of future results.  Information provided in this report is for educational and illustrative purposes 
only and should not be construed as individualized investment advice or a recommendation.  The investment or strategy discussed 
may not be suitable for all investors.  Investors must make their own decisions based on their specific investment objectives and 

financial circumstances.  Opinions expressed are current as of the date shown and are subject to change.   
 
This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the authors. It is based 

upon sources and data believed to be accurate and reliable. Opinions and forward-looking statements expressed are subject to 
change. This is not a solicitation or an offer to buy or sell any security. 


