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Introduction

The question is how the COVID-19 pandemic affected
the finances of vulnerable households, as well as those
with more resources. On one hand, the shut-down of
the economy resulted in salary cuts and job losses. On
the other hand, many households received substantial
government relief — through stimulus payments and
unemployment benefits — and booming housing and
equity markets accompanied the rapid economic
rebound. Household consumption could also have
gone up or down over this topsy turvy period.

This brief, which is based on a recent paper,
examines how COVID affected the balance sheets of
U.S. households, as measured both by subjective self-
assessments and by objective measures of net wealth.!
It is only a first look at the issue as the period exam-
ined goes from December 2019-December 2021.

The discussion proceeds as follows. The first
section describes the financial support provided by
the government during the pandemic. The second
section discusses the data and methodology used to
measure both the change in perceived well-being
and changes in actual net worth. The third section
presents the results, which include the reported use
and perceived effects of the stimulus payments, as
well as an assessement of how all of the relevant

economic factors affected actual household balance
sheets. The final section concludes that high-wealth
households gained an enormous amount from the
run-up of housing and equity prices during the period
we examine; the stimulus payments and market gains
helped boost the balance sheets of middle-wealth
households; and the stimulus payments allowed low-
wealth households to break even — a stark difference
from the Great Recession.

Government Support

Many U.S. households, not merely those with low in-
comes, often feel stretched financially. The pandemic
would have worsened this situation as the economy
came to a halt and businesses shut down, likely in-
creasing the share of households unable to smooth fi-
nancial shocks. Fortunately, Congress provided most
households, regardless of employment status, with
Economic Impact Payments (EIPs) and expanded
Unemployment Insurance (UI) benefits for those that
experienced a job loss. EIPs provided single house-
holds earning less than $75,000 and married house-
holds earning less than $150,000 with cash payments
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totaling up to $3,200 and $6,400 respectively.? Addi-
tionally, households with dependent children received
up to $2,500 more for each child (see Table 1).

TaBLE 1. EcoNnoMIC IMPACT PAYMENTS FOR SINGLE
(< $75,000) AND MARRIED (< $150,000) HOUSEHOLDS

Amount per adult Amount per

Payments - Date Single Married dependent child
1st 4/20/20 $1,200 $2,400  $500 (< age 16)
2nd 12/29/20 600 1,200 600 (< age 16)
3rd 3/11/21 1,400 2,800 1,400 (no limit)
Total $3,200 $6,400  $2,500 per child

Note: Payments were phased out above the income limits.
Source: Internal Revenue Service (2021).

In addition to EIPs, Congress expanded Ul eli-
gibility and provided supplementary UI benefits to
help smooth income shocks for households with lost
earnings.® Specifically, Congress approved a total of
49 additional weeks of Ul benefits for workers who
exhausted state benefits. In addition, the government
provided a total of 75 weeks of temporary Ul for work-
ers who are not typically eligible for UI, such as the
self-employed, independent contractors, gig workers,
the partially employed, those unable to work due to
COVID-19, and those unable to telework. In terms of
supplemental payments, researchers have estimated
that, at least initially, the additional $600 in benefits
replaced 100 percent or more of pre-pandemic in-
come for 69 percent of workers (see Table 2).*

TABLE 2. DiSTRIBUTION OF Ul REPLACEMENT RATES
(RR) DURING THE PANDEMIC

Percentile of UT RR UI RR
25th 91%
50th 134
75th 200
Share with UT RR over 100% 69%

Note: Data account for payroll tax and forms of non-wage
compensation.
Source: Ganong, Noel, and Vavra (2020).

With this level of expanded income support, the
hope is that, in addition to supplementing lost in-
come, low- and middle-wealth households would see
an improvement in their household balance sheets.
However, some early analysis found little improve-
ment among households at the bottom of the income
and wealth distributions for three reasons.” First,
state UI programs faced administrative challenges in
meeting the unemployment surge, often resulting in
long delays in payments.® Second, the supplemental
UI payments were intermittent.” Third, after initial
reductions early in the pandemic, households in the
bottom half of the income distribution increased their
consumption to more than pre-pandemic levels.® So,
much remains unknown about the impact of the pan-
demic and EIP payments on household balance sheets.

Data and Methodology

The project examines both households’ perceptions of
how EIPs affected their finances and actual changes
to their balance sheets. In all cases, the focus is on
households ages 25-64.

Perceived Impact

In terms of perceptions about finances, the analysis
relies on two data sets. The first, the Survey of House-
hold Economics and Decisionmaking (SHED), focuses
directly on how households feel about their finances.
This annual survey conducted by the Federal Reserve
every year since 2013 asks over 11,000 households
subjective and objective questions about their finan-
cial well-being. This analysis uses the 2018-2021
SHED as well as the April and July 2020 COVID
supplements to answer the question: Did households’
perception of financial stability improve after receiv-
ing stimulus payments?

The second dataset is the Household Pulse Survey,
a high-frequency survey produced by the U.S. Cen-
sus Bureau to capture the experiences of households
during COVID. The survey, which began on April
23, 2020, interviewed between 40,000 and 110,000
respondents sporadically. This project uses partici-
pant data from weeks 1-40, which includes interviews
up through December 13, 2021. The analysis focuses
on the question: How did households use/plan to use
their EIPs? Three regression equations relate the in-
tention to spend, save, or pay down debt to economic,
demographic, and state-level variables.
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Actual Impact

While the subjective indicators of financial wellness
are informative, the goal is to determine the extent to
which the stimulus checks actually improved house-
hold balance sheets. The main source of data here

is the Panel Study of Income Dynamics (PSID). The
PSID is a household panel survey, administered every
two years since 1968, that collects in-depth informa-
tion on household finances as well as socioeconomic
and demographic characteristics. This analysis
focuses on data from the 2015-2019 surveys as well
as the 2021 wealth and COVID-19 early release. The
final sample includes 6,420 households.

Estimating how much PSID households received in
EIP payments is straightforward, because the amount
is based on a simple formula that includes marital
status, income in 2019, and number of dependent chil-
dren. But these payments are just one of the factors in
play. Determining the net impact of COVID on house-
hold balance sheets requires identifying other factors
that could have affected household assets — namely,
rising equity/housing prices, changes in consumption,
and changes in earnings net of Ul payments.

This exercise involves estimating three separate
equations. The first estimates the change in net
wealth between 2019 and 2021. The second estimates
the change in net wealth excluding gains due to rising
asset prices during the pandemic by replacing 2021
housing and equity holdings with 2019 levels. The
third equation then estimates changes in consump-
tion — based on data from the Consumer Expenditure
Survey (CEX) — that also could have contributed to
changes in net wealth. The residual effect on house-
hold balance sheets from combining results from
these three equations with EIPs is earnings changes
and the extent to which UI replaced lost earnings.’

Results

Results are presented separately for households’
perceptions of how EIPs affected their finances and
for changes in objective measures of household net
wealth.

Perceptions

Beginning with the perceived impact of stimulus
payments on household financial wellness, the survey
results show an improvement in households’ sense of
their ability to weather financial shocks. In 2019, 41
percent of households reported that they would have
trouble paying for an unexpected expense of $400;

in 2021 — after the first EIP payment and expanded

UI benefits — that share dropped to 36 percent (see
Figure 1).

FIGURE 1. PERCENTAGE OF HOUSEHOLDS AGES 25-64
THAT REPORT HAVING TROUBLE COVERING A $400
EMERGENCY EXPENSE, BY JoB STATUS, 2018-2021
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Source: U.S. Census Bureau, Survey of Household Economic
Decisionmaking (SHED) (2018-2021).

The improvement in perceived well-being corre-
sponds with how households said they used/planned
to use their EIP checks. While most households,
particularly those that experienced a job loss during
the pandemic, spent their first EIP checks, the over-
whelming majority of households saved their second
and third checks or used them to pay down debt (see
Figure 2 on the next page).

However, how households used their stimulus
payments varied substantially by income, with house-
holds earning less than $35,000 and between $35,000-
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F1cure 2. How HouseHOLDS AGES 25-64 USED ANY
of THEIR EIPs, BY JoB StATUS, 2020-2021
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Source: U.S. Census Bureau, Household Pulse Sutrvey (2020-
2021).

$74,999 being 13 percent and 7 percent more likely
to spend their stimulus payments than households
making more than $150,000."° Despite this pattern,
households across the income distribution report
some improvements in their ability to handle unex-
pected expenses in 2021 relative to the pre-pandemic
period (see Figure 3).

FI1GURE 3. PERCENTAGE OF HOUSEHOLDS AGES 25-64
REePORTING THAT THEY CouLD NoT COVER A $400
UNEXPECTED EXPENSE, BY INCOME, 2019 AND 2021
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Source: SHED (2019-2021).

Reality

Households perceive that their financial situations
have improved since the pandemic, but have they
actually improved? A fixed-effect regression of total
net wealth shows that households in the middle- and
highest-wealth terciles did indeed experience gains
in their balance sheets of about $39,000 and $1.7
million, respectively, over the period December 2019-
December 2021." Households in the lowest-wealth
tercile, however, showed no statistically significant
change over the same period (see Figure 4).

F1GURE 4. AVERAGE CHANGE IN NET WEALTH FOR
HouseHOLDS AGES 25-64, BY NET WEALTH TERCILE, IN
2019 Dorrars, DECEMBER 2019 TO DECEMBER 2021
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Source: Authors’ calculations.

During this period, low-wealth households
received an average of $5,400 from stimulus checks;
medium-wealth households received $6,000; and
high-wealth households received $4,400.2 Why did
the net worth of low-wealth households not improve
despite the EIP? And what accounts for the addition-
al money for middle- and high-wealth households?

As discussed above, in addition to EIPs, three
other factors can result in a change in net wealth: 1)
increases in asset prices; 2) changes in consumption;
and 3) changes in earnings. Much of the observed
increase in wealth for middle-wealth and, particularly,
high-wealth households is likely due to the spectacu-
lar performance of the housing and equity markets.
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This assumption is borne out when the same equa-
tion is re-estimated, replacing 2021 housing and
equity holdings with 2019 values. The gain in net
worth for the highest wealth tercile is no longer statis-
tically significant (see Figure 5), which means that all
the gain can be attributed to increases in house and
equity prices. In contrast, households in the middle
tercile see a statistically significant $12,400 increase
in their balance sheets in the pandemic period, even
after removing asset market gains.

F1GURE 5. AVERAGE CHANGE IN NET WEALTH FOR
HouseHoLDS AGES 25-64, REMOVING THE ASSET
MARKET Boowm, BY NET WEALTH TERCILE, IN 2019
Dorirars, DECEMBER 2019 To DECEMBER 2021
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Source: Authors’ calculations.

It is surprising that lower-wealth households did
not see improvements in their wealth because much
of the stimulus and relief payments were aimed at
providing the most support for the most vulnerable.
One explanation is that lower-wealth households
increased their consumption.”® Analysis of the CEX
shows that their consumption declined in 2020, but
then increased notably in 2021 for a net increase over
the two-year period (see Figure 6). Further analysis
showed that the increases in household expenditures
were driven by increases in food and housing.’* Con-
sumption among households in the middle tercile
also increased during the pandemic period, while
households in the top tercile reduced their consump-
tion by $5,300 before resuming their 2019 spending
levels in 2021.7

F1GURE 6. AVERAGE ANNUAL CHANGE IN TOTAL
CONSUMPTION FOR HOUSEHOLDS AGES 25-64, BY NET
WEALTH TERCILE, IN 2019 Do11ARS, MARCH 2020 TO
DECEMBER 2021
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Source: Authors’ calculations.

A summary of all the regression estimates can be
found in Table 3. For households across the wealth
distribution, a portion of pandemic wealth changes
remain unexplained and are likely attributable to
changes in earnings (and the extent to which UI re-
placed lost earnings), which cannot be measured with
currently available data.

TABLE 3. SUMMARY OF REGRESSION RESULTS FOR
HouseHoLDS AGES 25-64 DuriNG COVID, By NET
WEALTH TERCILE, IN 2019 DOLLARS

Lowest Middle Highest
Total change in net worth $0  $38,700 $1,731,200
Estimated EIP 5,400 6,000 4,400
Difference
Growth in housing + equity 0 26,300 1,731,200
Impact of consumption -1,200 -900 5,300
Unexplained (e.g., 4200 7200 9700

earnings/UI)

Source: Authors’ calculations.
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In terms of explaining the overall changes in net
worth, for low-wealth households, the negative impact
of earnings losses from bad labor market experi-
ences and increases in consumption fully offset the
stimulus payments, so they ended up breaking even.
Middle-wealth households saw some earnings-related
gains, which combined with rising asset markets and
stimulus checks propelled their overall increase in net
worth. Finally, the very large gains in net worth for
high-wealth households were driven almost entirely
by the asset markets.!

Conclusion

The early COVID period included a shutdown of the
economy; robust government support to offset the
downturn; and soaring housing and equity markets.
This brief examined the net impact of these various
factors on household balance sheets.

The good news is that households report sav-
ing most of the stimulus payments, and at the end
of 2021 more households felt they could handle
unexpected expenses than in 2019. Equally impor-

tant, actual balance sheets showed improvements.
The top-wealth group saw tremendous growth in
their net wealth, almost all of which was due to the
spectacular performance of the housing and equity
markets during 2020-2021. Middle-wealth house-
holds also benefited from the market gains; and
they experienced a boost from EIP payments and
higher wages. For low-wealth households, the EIPs
supported earnings losses where intermittent Ul
supplements fell short and also helped cover rising
consumption. As more data on households become
available, researchers can better assess total earnings
gains and losses and the extent to which UI replaced
lost earnings throughout the pandemic.

Despite what is still unknown, these results stand
in stark contrast to households’ experiences after the
Great Recession, when all households and particularly
the vulnerable came out way behind, and is evidence
of the important role of fiscal support and a speedy
labor market recovery in allowing middle-wealth
households to potentially build long-term wealth
gains and preventing the financial deterioration of
low-wealth households.
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Endnotes
1 Biggs, Chen, and Munnell (2022).

2 A back-of-the-envelope estimate using IRS Statistics
on Income W-2 data shows that between 70-80 percent
of taxpayers were eligible for the full EIP checks. A
higher share was eligible for full or partial checks.

3 Several temporary COVID UI programs aided the
unemployed. The CARES Act provided most Ul
claimants with an additional $600 per week. These
additional benefits expired on July 25, 2020. The
Continuing Assistance Act provided an additional
$300 per week from December 27, 2020 to March
14, 2021. There were no Congressionally approved
supplemental UI benefits between July and De-
cember 2020; however, President Trump issued a
memorandum that allowed the Federal Emergency
Management Agency to provide grants to states to
supplement benefits for certain Ul claimants. The
grants provided an additional $300 per week. Practi-

cally, the impact of the grants was limited as the fund-

ing could only provide additional benefits between
August 26, 2020 and September 6, 2020.

The American Rescue Plan Act provided an ad-
ditional $300 per week in benefits starting on March

14, 2021; this provision expired on September 4, 2021.

However, 26 states sought to terminate temporary
pandemic UI programs by June or July 2021. See
Whittaker and Isaacs (2021a, 2021b) and Isaacs and
Whittaker (2021) for more details.

4 Ganong, Noel, and Vavra (2020).

5 For a discussion of the literature to date, see the
extended background section in the full paper.

6 Barnes et al. (2022).

7 Without the additional $600 (and later $300) in
benefits, Ul replaces only 41 percent of lost earnings,
on average. See Goger, Loh, and Bateman (2020) for
more detail.

8 Greig, Deadman, and Noel (2021).

9 While earnings is the primary factor captured by
the residual, a portion of the residual could also be
attributed to new purchases of housing or equities

— particularly for middle- and high-wealth house-
holds. Indeed, homeownership rates increased by

7 percentage points and stock ownership rates by

4 percentage points for the middle-wealth group
during the pandemic. The reason that the impact of
new asset purchases would show up in the residual
is that our method assumes all growth in housing
and equity assets is the result of growth in assets
holdings in 2019 and does not account for additional
or new purchases between 2019 and 2021.

10 Households making more than $150,000 did not
receive full EIP checks.

11 Regression estimates are averages and there is a
long tail for the top tercile.

12 Middle-wealth households received more EIP
money than low-wealth households because they are
much more likely to be married and EIP checks were
scaled based on the number of working adults in 2019.

13 A Washington Post analysis of CoStar data shows
that rents of low-quality homes increased during the
pandemic while rents for high-quality homes de-
creased (Rampell 2021).

14 For a breakdown of different categories of expen-
ditures, see the Appendix section of the full paper.

15 We only observe households for three quarters in

2021. For the fourth quarter, we assume expenditure
changes are the same as the average for the first three
quarters.

16 Because the analysis cannot directly measure
changes in earnings and new asset purchases, an
important component for high-wealth households,
the measures are less accurate for these households.
While the dollar amount is large, the change is very
small relative to their net wealth.
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