
RICH, POOR, 
AND 

IN BETWEEN
Who Benefits from the 

Mortgage Interest Deduction?

JOHN C. WEICHER

HUDSON
I N S T I T U T E





© APRIL 2013

HUDSON
I N S T I T U T E

RICH, POOR, 
AND IN BETWEEN

Who Benefits from the 
Mortgage Interest Deduction?

JOHN C. WEICHER





CONTENTS

Executive Summary. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1

EARNING INCOME, PAYING TAXES, 
CLAIMING DEDUCTIONS

The Mortgage Interest Deduction in a 
Progressive Income Tax System . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

Comparing Deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

The Mortgage Interest Deduction over the Life of a Family . . . . . . . . . . . . . . . . . . 5

HOMEOWNERSHIP AND THE WELL-BEING 
OF AMERICAN FAMILIES

Homeownership and Family Wealth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Homeownership and Economic Inequality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

Conclusion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16

End Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

References . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19





LIST OF TABLES

Table 1.     Distribution of Households by Income, Taxes Paid, and Major Deductions in 2007

Page 3 

Table 2.  Taxpayers Claiming the Major Deductions in 2007

Page 4

Table 3.  Tax Filers Claiming the Major Deductions and Owing No Income Tax in 2007

Page 5

Table 4.  Homeowners, Mortgagors, and the Mortgage Interest Deduction by Age

Page 6 

Table 5. Income, Taxes, and Homeownership by Age in 2007

Page 7 

Table 6.  Do You Favor Repealing the Mortgage Interest Deduction?

Page 8 

Table 7.  The Importance of Owning a Home as an Asset in 2007

Page 11

Table 8.  The Major Categories of Family Wealth during1989–2010

Page 12 

Table 9.  Homeownership and Inequality, in 2007

Page 13 

Table 10.  The Importance of Homeownership in Family Wealth in 2007

Page 14

Table 11.  Concentration Ratios for Asset Categories in 2007

Page 15





I
n the ongoing policy discussions about changing
the tax laws, the mortgage interest deduction has
often come under fire. The most common crit-
icism is that the deduction primarily benefits
upper-income taxpayers, because many home-
owners are unable to take advantage of it. In fact,

lower-income families receive more tax benefit—and high-
income taxpayers substantially less—from the mortgage
interest deduction than from the deductions for either state
and local income taxes or charitable contributions. Over
35 million families claim the deduction, more than the
number claiming the deduction for state and local tax es
and just slightly fewer than those claiming the deduc tion
for charitable contributions. In addition, more than 5.5
million families claim the deduction but do not have to
pay any income tax as a result of their deductions, more
than the number of such families claiming the deduction
for charitable contributions (4.6 million) or for state and
local income taxes (3.5 million). About three-quarters of
homeowner families with a household head younger than
65 have a mortgage; almost 90 percent of them itemize.
Among older families, only one-quarter have a mortgage,

because most of them have been able to pay off their mort-
gage; of those who still have a mortgage, almost 85 percent
clai m the deduction. 

The equity that owners have in their homes is an impor -
tant share of the net worth of American families. For most
of the last 25 years, homeowners’ equity has constituted
about a quarter of total household wealth, about as much
as their ownership of stocks (including the amounts in re-
tirement accounts and mutual funds), and more than the
value of unincorporated businesses and commercial and
rental real estate combined. 

Together, these three categories include three-quarters
of total household wealth. Unlike the other two, home equi -
ty is distributed widely among American families, ra ther
than being concentrated among the richest households, even
taking account of the amounts owed on home mortgages.
Home equity accounts for more than half of the net worth
of all families in the lower half of the wealth distribution
and less than 15 percent of the net worth of the wealthiest
one percent. Even after the Great Recession, widespread
homeownership is the most important factor helping to
reduce the extent of wealth inequality in the United States. 
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T
he mortgage interest deduction has come

under intense political fire since the Simp-
son-Bowles Commission included a proposal
to repeal it as part of its deficit reduction
plan in December 2010. It was dis cussed

during the debates about tax policy during 2011 and 2012,
and it remains an issue in the spring of 2013. The most
common criticism of the mortgage interest deduction is
that it is inequitable, in that most of the benefit goes to
high-income households. A few examples, from across the
political spectrum, are illustrative of these comments: 

The mortgage interest deduction subsidizes big houses and
bigger mortgages, but that’s not a good use of tax dollars.
Its benefits flow disproportionately to the wealthy and do
nothing for the working poor. 1

The deduction overwhelmingly benefits high-income
households….By contrast, low-income households that do
not itemize and senior citizens with little mortgage debt
get almost no direct benefit from the deduction. 2

Taxpayers in the top two quintiles receive almost all the
benefit of these two deductions [the mortgage interest and
property tax deductions].3

More than three-fourths of the benefit from the mortgage-
interest deduction goes to the 14 percent of tax filers re-
porting six-figure incomes. Almost one-third of the subsidy
goes to the population reporting incomes of $200,000 or
more. Those 3 percent of tax filers at the very top receive

about the same amount as do the 86 percent earning less
than six figures.4

THE MORTGAGE INTEREST 
DEDUCTION IN A PROGRESSIVE
INCOME TAX SYSTEM 

This sort of criticism, however, leaves out several impor-
tant facts. The federal income tax is progressive; not only
do higher income taxpayers claim more of most deduc-
tions, they also pay more of the total tax burden. Table 1
illustrates the pattern for 2007, the last year before the
Great Recession. The five income categories in the table
have been chosen because they correspond approximately
to significant points in the income distribution. Almost
half of all tax returns report an income of less than $50,000,
while only five percent report an income over $200,000
and only one percent report an income over $500,000. The
December 2012 tax law changes raised rates for individuals
with more than $400,000 income and families with more
than $450,000. The policy debates leading up to that leg-
islation were focused on $200,000 for individuals and
$250,000 for married couples, and some tax changes do
apply at those income levels. The published IRS data in-
clude all taxpayers with incomes between $200,000 and
$500,000 in the same bracket, so those are the best available
thresholds, corresponding most closely to various defini-
tions of “the rich.”5 The other two categories approx  imately
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divide the rest of the returns in half, and there are notable
distinctions between them with respect to their taxes and
deductions. 

As Table 1 shows, the richest 5 percent of all taxpayers
received about one-third of the total income of all taxpay-
ers and the richest 1 percent received close to one-quarter,
while the bottom half received only about one-seventh.
The distribution of taxes paid is much more unequal. The
richest 5 percent pay more than half of all personal income
taxes and the richest 1 percent pay over one-third, while
the bottom half pay less than 10 percent. This is the main 
reason why a substantial share of most of the major in-
come tax deductions goes to higher-income households:
they are paying most of the taxes to begin with.  

The table also shows that the distributions of taxpayers

claiming each deduction are very similar, with the exception
of medical expenses. About 16 percent of the taxpayers
claiming each of the other deductions are in the bottom half
of the income distribution; about a quarter have in comes
between $50,000 and $75,000; about half have in comes
between $75,000 and $200,000; about 8 percent have in-
comes between $200,000 and $500,000, and about 2 percent
have incomes over $500,000. Even though taxpayers have to
own a house and make mortgage payments in order to
claim the mortgage interest deduction, these requirements
do not result in a different distribution of tax payers from
those who claim deductions for charity and taxes.

The distributions of deduction amounts, however, are
very different. The richest 5 percent of taxpayers receive
less than 20 percent of the mortgage interest deduction. By
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TABLE 1. 
DISTRIBUTION OF HOUSEHOLDS 
BY INCOME, TAXES PAID AND MAJOR DEDUCTIONS IN 2007
(Percent of taxpayers who claim each deduction and the share of the total value 
of each deduction that goes to households within each income bracket)

Up to $50,000

$50,000–$75,000

$75,000–$200,000

$200,00–$500,000

$500,000 and more

49%

20%

26%

4%

1%

15%

15%

35%

12%

23%

8%

9%

29%

18%

37%

16%

25%

50%

8%

2%

6%

22%

54%

13%

5%

16%

24%

49%

8%

3%

20%

32%

41%

5%

1%

18%

25%

47%

8%

2%

3%

10%

36%

17%

34%

16%

24%

49%

8%

2%

7%

17%

50%

16%

10%

Household Income
Share of 

Taxpayers       

Share of 

Income 

Share of 

Taxes Paid 

Share of 

Households           

Share of 

Deduction       

Mortgage 
Interest 
Deduction    

Charitable 
Contributions

Medical 
Expenses

State & 
Local Taxes

Property
Taxes

5%

12%

34%

13%

37%

38%

31%

30%

1%

0.1%

Share of 

Households           

Share of 

Deduction       

Share of 

Households           

Share of 

Deduction       

Share of 

Households           

Share of 

Deduction       

Share of 

Households           

Share of 

Deduction       

NOTES: Heading “State and local taxes” comprises individual income taxes and general sales taxes. 

Column percentages may not add up to 100% because of rounding.  

SOURCE: Calculated from Justin Bryan, “Individual Income Tax Returns, 2007,” Statistics of Income (SOI) Bulletin, 

Fall 2009, pp. 5–69, Tables 1 and 3, available at http://www.irs.gov/pub/irs-soi/09fallbulindincomeret.pdf.



contrast, these taxpayers receive half of the deductions for
charitable contributions and for state and local taxes. More
than half of the mortgage interest deduction goes to tax-
payers with incomes between $75,000 and $200,000—fam-
ilies who are certainly reasonably well off, but not “rich” by
any definition. These households receive about one-third
of the deductions for charitable contributions and for state
and local taxes. Similarly, taxpayers with incomes between
$50,000 and $75,000 receive over 20 percent of the mort-
gage interest deduction, about double their share of the
other two deductions. Even in the lower half of the income
distribution, taxpayers benefit more from the mortgage in-
terest deduction than from the others.6

Perhaps not surprisingly, the distribution of the mort-
gage interest deduction is closer to the distribution of the
property tax deduction than to any of the others. The
prop erty tax is paid by all homeowners, not only by those
with mortgages, and rates vary substantially by state and
by counties within a state, so there are certainly differ-
ences in the distribution of the two deductions, but the
differences are relevant to an understanding of the mort-
gage interest deduction. Taxpayers with incomes over
$200,000 receive about a quarter of all property tax de-
ductions, compared to about one-fifth of all mortgage in-
terest deductions. Those with incomes over $500,000

receive about 10 percent of the property tax deduction
and about five percent of the mortgage interest deduction.
Other tax-payers within the top half of the income distri-
bution claim a larger share of the mortgage interest de-
duction than of the property tax; taxpayers in the lower
half of the distribution claim a very slightly larger share
of the property tax deduction. 

COMPARING DEDUCTIONS

It is often asserted that the mortgage interest deduction is
flawed because few households claim it. In fact, as shown
in Table 2, the number of households claiming each of the
major deductions is fairly similar, with one exception.
Between 33 million and 38 million taxpayers, out of a total
of 96 million, claimed the deductions for mortgage interest,
charitable contributions, state and local income taxes, or
property taxes. Since 44 million taxpayers itemized deduc -
tions, clearly most taxpayers who claimed any of these de-
ductions were able to claim several. The mortgage interest
deduction is not dramatically different from any of the
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TABLE 2.  TAXPAYERS CLAIMING THE MAJOR DEDUCTIONS IN 2007

Major Deductions Number of Taxpayers Claiming Average Deduction

Property Taxes 38.0 million $3,899

Charitable Contributions 36.5 million $4,985

Mortgage Interest 35.2 million $11,684

State and Local Income Taxes 33.2 million $7,882

Medical Expenses 7.5 million $4,923

All Taxpayers 96.3 million

SOURCE: Justin Bryan, “Individual Income Tax Returns, 2007,” Statistics of Income (SOI) Bulletin, Fall 2009, pp. 5–69, Table 3, available at

http://www.irs.gov/pub/irs-soi/09fallbulindincomeret.pdf.



other three: more than 35 million taxpayers claimed it,
more than the number claiming state and local income tax
deductions. As with Table 1, medical expenses are again
the exception; about 7.5 million, fewer than 10 percent of
all taxpayers, claimed the medical deduction.

In addition, these deductions were also claimed by in-
come tax filers who did not owe any federal income tax
because their exemptions and deductions reduced their
taxable income to zero. Table 3 reports the number of filers
owing no tax who claimed each deduction. The mortgage
interest deduction is certainly the most important in en-
abling these tax filers to avoid paying any income tax.
Some 5.6 million of them claimed the mortgage interest
deduction, more than any other deduction except that for
property taxes; these filers on average claimed over
$14,000, far more than for any other deduction. These are
by and large lower-income households. The personal ex-
emption in 2007 was $3,400; a married couple with two
children would have been able to claim $13,600. The stan-
dard deduction was $10,700 per family. A family that was
able to avoid paying any income tax by claiming these ex-
emptions and deductions was probably a lower-income
family; if it claimed the average for each of these deduc-
tions, its adjusted gross income was less than $50,000.7

This is further evidence that the mortgage interest deduc-

tion is not particularly a benefit to the rich, but helps
lower-income families as well. 

It has been an objective of nearly every major tax law
for many years to exempt more low-income households
from having to pay the federal individual income tax. The
mortgage interest deduction makes a notable contribution
to this policy goal.

In short, the mortgage interest deduction is the least re-
gressive of the major deductions, with the exception of the
deduction for medical expenses. Those who believe the
mortgage interest deduction is a benefit for the well-to-do
should consider it in the context of the distribution of the
other deductions, and the distribution of taxes paid.

THE MORTGAGE INTEREST 
DEDUCTION OVER THE LIFE 
OF A FAMILY

Part of the argument that the mortgage interest deduction
is inequitable is the assertion that not all homeowners can
take advantage of it. Often, critics have lower-income
homeowners in mind, families with not enough income
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TABLE 3. TAX FILERS CLAIMING THE MAJOR DEDUCTIONS 
AND OWING NO INCOME TAX IN 2007

Deduction Tax filers owing no taxes Average deduction

Property Taxes 5,710,000 $ 3,339

Mortgage Interest 5,571,000 $14,370

Charitable Contributions 4,613,000 $ 2,521

State and Local Income Taxes 3,468,000 $ 2,176

Medical Expenses 2,999,000 $1,925

SOURCE: Justin Bryan, “Individual Income Tax Returns, 2007,” Statistics of Income (SOI) Bulletin, Fall 2009, pp. 5–69, Table 3, available at

http://www.irs.gov/pub/irs-soi/09fallbulindincomeret.pdf.



to benefit from itemizing. In fact, most homeowners with
mortgages in any particular year are able to itemize in that
year. Further, most families have been or will be home-
owners for a substantial period of their lives whether or
not they are owners at present, and most homeowners
have claimed the deduction at some time during their
lives, whether or not they are claiming it today.

Table 4 shows the number of homeowners as of 2007
who have mortgages and the number of those owners
who itemize. The table reports households with heads age
65 or older separately from younger households, as well as
the total. 

Homeowners with mortgages nearly always itemize.
As Table 4 shows, about three-quarters of homeowning
house holds with heads under age 65 have a mortgage; of
those who do, almost 90 percent claim the mortgage
interest deduction. Only one quarter of homeowners with
heads age 65 and older have a mortgage; about 85 percent
of them also claim the deduction. Overall, more than 60
percent of all homeowners have a mortgage, and nearly
90 percent of them itemize their deductions and claim
the mortgage in ter est deduction.8

But Table 4 is only a snapshot. The life of a family is
much more like a movie; its circumstances change over
time. This is certainly the case for the family’s housing.

The homeownership rate rises over the life of a family,
The peak years for homeownership are age 55 to 64. 
During the period 1982–1994, the years before the home-
ownership boom that began in the mid-1990s, the home-
ownership rate among these families was 79.8 percent.9 It
is reasonable to infer that this percentage is a lower bound
for the share of households who are homeowners for some
period of time. Some households will own homes at a
younger age but will no longer own when they are in this
age bracket, for personal reasons, demographic changes,
or economic changes; some—probably not many—will
not own homes until they are older than 65.  

Moreover, nearly all of the homeowners who did not
have mortgages as of 2007 did take out a mortgage at the
time when they bought their homes. Of the 75.6 million
homeowners in Table 4, about 6.4 million reported that
they bought their home outright, and 3.4 million reported
that they received their home as a gift or an inheritance.
Excluding households who did not answer these ques-

6 THE RICH, THE POOR, AND IN BETWEEN

TABLE 4. HOMEOWNERS, MORTGAGORS,  AND THE 
MORTGAGE INTEREST DEDUCTION BY AGE

All Owners Owners with Mortgages          Mortgagors Claiming the Deduction

Number Percent            Number             Percent of Mortgagors

Under age 65 57.3 million 42.0 million 73% 37.0 million 88.1%

65 and older 18.3 million 4.5 million 25% 3.8 million 84.4%

All 75.6 million 46.5 million 62% 40.8 million 87.8%

SOURCES: Number of Owners and Number of Mortgagors: U.S. Census Bureau, American Housing Survey for the United States: 2007, issued

September 2008, Table 3-13; Number Claiming the Mortgage Interest Deduction: Bryan, “Individual Income Tax Returns, 2007,” Table 3.7



tions, some 85.0 percent of homeowners took out a mort-
gage when they bought their home.10 And of those with a
mort gage, Table 4 shows that 87.8 percent claimed the
mort gage interest deduction in 2007. These figures imply
that about 60 percent of American families will claim the
mortgage interest deduction for some period of years dur -
ing their lifetimes, regardless of whether they are owning
or renting in any particular year. This is far more than the
37 percent of all households who claimed the deduction
in 2007.11

Older taxpayers on average have higher incomes than
younger ones, as well as being more likely to have paid off
their mortgage. This is one reason why the mortgage in -
terest deduction is less important to the richest taxpayers.
The correlation between age and income and its signifi-
cance for the mortgage interest deduction are demon-
strated in Table 5. Homeownership increases with age,

until the retirement years. Over 80 percent of taxpayers
55 or older own their own home.12 These taxpayers also
have the high  est incomes; their average adjusted gross in-
come was over $85,000 in 2007, compared to a national
average of about $60,000.13 It would therefore be expected
that their share of income taxes paid would be higher than
their share of income, and this is indeed the case. Their
shares of the claimed deductions for property taxes are
proportional to their shares of taxes paid. But their shares
of the claimed deductions for mortgage interest are
smaller. They pay al most 40 percent of all individual in-
come taxes, but they receive only 25 percent of the mort-
gage interest deduction. This age pattern helps to explain
the strong and widespread public support for the mort-
gage interest deduction, among those who are not receiv-
ing the deduction as well as those who are. Many
households who are not now receiving the deduction have

HUDSON INSTITUTE 7

Homeownership
Rate 

Total 
Income

All 
Deductions

Mortgage 
Interest 
Deduction  

Property
Tax 
Deduction

Taxes
Paid

Age of
Head of 
Household

TABLE 5. INCOME, TAXES, AND HOMEOWNERSHIP BY AGE IN 2007
(Shares of total household income, taxes paid,  and deductions claimed)

Under 25 23% 19% 5% 2% 1% 1%

25–34 48% 17% 12% 9% 14% 8%

35–44 68% 19% 22% 21%          30% 23%

45–54 76% 19% 26%        29%           29% 29%  

55–64 80.6% 14% 20%       23%           18% 22%    

65 and older         80.4%           13%          14% 16%            7% 16%

NOTE: The highest two age brackets are carried to three significant digits to show the very slight difference in the homeownership rates.

SOURCES: U.S. Census Bureau, American Housing Survey for the United States: 2007, Table 2-9; Jeff Curry and Jonathan Dent, “Individual

Income Tax Returns, by Age of Primary Taxpayer, Tax Years 1997 and 2007,” Statistics of Income (SOI) Bulletin, Spring 2011, pp. 1–119, Tables

1b and 2b, available at http://www.irs.gov/pub/irs-soi/11inincomeretsprbul.pdf.



claimed it in the past, when they were paying off their
mortgages. They have enjoyed the benefit of the deduc-
tion. If they have adult children who are young or mid-
dle-aged and who have bought a home, they are probably
in favor of their children being able to receive the deduc-
tion in turn. As for the youngest households, most are not
yet homeowners and are not claiming the deduction, and
they generally have lower incomes than older households;
but they can very reasonably expect to buy a home in the
next several years, as their incomes rise and they have
children, and they can see the advantage of the mortgage
interest deduction as they plan ahead.   

A Gallup Poll in April 2011 asked if respondents would
favor repealing the mortgage interest deduction in order
to either lower the federal income tax rate or reduce the
budget deficit. By margins of 2 to 1, the respondents op-

posed repeal for either reason. Democrats, Republicans,
and independents all opposed repeal. Those who were not
currently claiming the deduction were opposed, as well as
those who were.14

  The criticism that not all homeowners are able to claim
the mortgage interest deduction can be raised against
other major deductions as well:  

• At least 90 percent of all homeowners paid a property tax
in 2007, and that figure is undoubtedly low. The American
Housing Survey reports on the dollar amount of property
taxes paid. There is no category for “did not pay property
taxes”; the lowest category is “less than $25 per month,” re-
ported by 8.0 million households. Of the 67.7 million
households that we know paid property taxes, about 65
percent (43.7 million taxpayers) claimed a deduc tion for
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TABLE 6. DO YOU FAVOR REPEALING THE 
MORTGAGE INTEREST DEDUCTION?

Favor             Oppose

By Purpose
If used to reduce the deficit 33% 60%
If used to lower tax rates 31% 61%

By Party
Democrat 31% 58%
Independent 38% 54%
Republican 23% 72%

By Personal Benefit
Now claim the deduction 21% 77%
Do not claim the deduction 39% 49%

SOURCE: USA Today/Gallup poll of April 13, 2011, available at 

http://www.gallup.com/poll/147125/americans-oppose-eliminating-income-tax-deductions.aspx?version=print.



their property tax payments. If all of the 8.0 million in the
lowest category did pay property taxes, the share of prop-
erty tax payers who itemized was about 58 percent.  

• Many state income taxpayers also do not claim a deduc-
tion. The share who did in 2007 was about 30 to 35 percent,
varying by state.15 The IRS reports that only 36.7 million
taxpayers claimed this deduction.

• Seven states have no tax on any type of income but do
have a general sales tax, which can be deducted on the fed -
eral level. It is certainly reasonable to assume that any federal
taxpayer in these states is also paying the state sales tax. The
proportion of federal taxpayers in these states who did in
fact claim the sales tax deduction in 2010 ranged from 17
percent in South Dakota to 30 per cent in Washington state;

across all seven states, 22 percent claimed the deduction.16

The medical expense deduction also has a pronounced age
pattern, though a very different one from the mortgage in-
terest deduction.  About 40 percent of those households
who claim the medical deduction have a primary taxpayer
age 65 or over, and they claim 58 percent of the total de-
duction. Conversely, about 1.5 percent of those who claim
the deduction are 25 or younger, and they claim about one
percent of the deduction. Only about 10 to 11 million tax
filers claimed the medical deduction in 2007, far fewer
than the 37 to 44 million claiming each of the other major
deductions, but this does not seem to diminish public sup-
port for the medical deduction. (These numbers include
both those who paid some income tax and those who had 
no tax liability because of their deductions.)
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HOMEOWNERSHIP AND 
FAMILY WEALTH

T
he age distribution of home ownership
matters for more than housing. It is impor-
tant for understanding the distribution of
wealth among American families. The
home they own is a very important com-

ponent of wealth for most households. The Survey of Con-
sumer Finances, conducted every three years by the Federal
Reserve Board since 1989, has information about assets and
debts. It tracks the age distribution of homeownership and
the value of the homes that people own, as well as many
categories of financial assets and several other categories of
real assets. It also reports debts by category. Table 7 presents
data on several important assets, for three different age co-
horts, spanning the life of a family. 

For most young people starting their working lives, the
first two assets they own are a checking account and a car.17

Many if not most of them have already established a
checking account and bought a car before they have fin-
ished their education and started to work. The next two
assets are a retirement account and a home. By the time
they are in their early thirties, close to half have an IRA, a
401(k), or a 403(b), and close to half own a home—a sin-
gle-family home, a row house, or a condo. As a generation
ages, these will be the most commonly owned assets over
the rest of their adult lives, by far. When they are middle-

aged, with the head of the family about 50 years old, over
90 percent have a checking account and own a car, 65 per-
cent have a retirement account, and 77 percent own a
home.18 About 12 percent own their home free and clear;
the rest have a mortgage. From then on, the proportion
who own a home will rise slightly and the portion with a
mortgage will drop steadily, to 42 percent by about age 70,
and to 14 percent for households with a head 75 years old
or more.19 No other major type of asset is owned by even
a quarter of the population, at any stage of their lives.

For younger households, the value of these four assets
amounts to more than their total net worth. This is because
about one-third of younger individuals or families have ed-
ucation debt, averaging about $35,000,  and few have other
assets. For middle-aged families, the equity in their home
(home value minus the mortgage balance) accounts for over
a quarter of their net worth, and the four assets com bined
account for over half. For older households, their home eq-
uity is still almost a quarter of their net worth, while the
other three assets are less important. Some older households
(about 20 percent) have managed to save enough over their
working lives so that they have been able to invest in stocks
or mutual funds, and some (also about 20 percent) have
built up a small business. These assets can be very important
financially to those households who own them. There are,
of course, other elderly households who have little in the
way of wealth besides their home.

This distribution of household wealth may be surpris-
ing. Mention “wealth” in a conversation, and most people

10 THE RICH, THE POOR, AND IN BETWEEN

HOMEOWNERSHIP AND THE 
WELL-BEING OF AMERICAN FAMILIES
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 TABLE 7. THE IMPORTANCE OF OWNING A HOME AS AN ASSET IN 2007

PANEL A - AGE UNDER 35

% Owning   Mean Value    Mean Value     Share of Net Worth           

Of Asset Net of Debt

Cars/Other Vehicles 85% $18,400 $15,700 14%

Transaction Account 87% $8,300 $8,300 7%

Retirement Accounts 42% $26,200    $26,200 10%

Owner-Occupied Home 41% $244,700 $99,300 89%

Mean Net Worth $111,100

PANEL B - AGE 45–55

% Owning   Mean Value    Mean Value     Share of Net Worth           

Of Asset Net of Debt

Cars/Other Vehicles 90% $26,000 $23,500 3%

Transaction Account 92% $35,300 $35,300 5%

Retirement Accounts 66% $162, 200 $162,200 15%

Owner-Occupied Home 77% $352,100 $272,100 39%

Mean Net Worth    $694,900

PANEL C - AGE 65–74

% Owning   Mean Value    Mean Value     Share of Net Worth           

Of Asset Net of Debt

Cars/Other Vehicles 91% $26,200 $23,700 2%

Transaction Account 95% $43,300 $43,300 4%

Retirement Accounts 52% $279,700 $279,700 16%

Owner-Occupied Home 86% $360,500 $308,200 31%

Mean Net Worth $1,061,700

NOTE: About one-third of households with head younger than 35 years old have substantial education debt. “Mean Value” is calculated for

those owning the asset and does not include debt to purchase a vehicle, or the home mortgage. “Mean Value Net of Debt” is net of car loans

and mortgages; there are no debts for transaction accounts and retirement accounts.“Share of Net Worth” is the percentage of mean net

worth consisting of the asset category among all households in the age cohort; it is calculated by multiplying the percent of households owning

the asset by the mean value net of debt, and dividing by mean net worth. 

SOURCE: Federal Reserve Board, “2010 Survey of Consumer Finances, Summary Results: Tables Based on the Public Data,” available at

http://www.federalreserve.gov/econresdata/scf/scf_2010.htm.
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seem to hear “stock market.”20 Stocks are certainly an im-
portant part of our wealth, being claims to ownership of
publicly traded corporations, but they are only one part.
Most of the wealth of Americans falls into one of three cat-
egories: stocks, unincorporated business, and home equity
in owner-occupied homes. For the last twenty years, these
categories have comprised two-thirds to three-quarters of
net worth for American families. Table 8 shows their im-
portance over that period. 

Stock ownership is the most volatile of these three cate-
gories, partly because of the growth of retirement accounts
during these twenty years, and partly because of the dot.com
bubble from the later 1990s until 2001. Stocks con stituted
more than twice as large a share of American families’
wealth in 2001 as they did just twelve years earlier, in 1989.

Both homeowners’ equity in their homes and households’
equity in unincorporated business have been more stable.
Both decreased as a share of total family wealth during the
dot.com bubble, and rose again after 2001.  Homeowners’
equity has been in the range of 20 to 25 percent of total

family wealth, and business equity has been in the range of
25 to 30 percent.  Both have declined during the Great Re-
cession; not surprisingly, home equity has seen a greater
decline.

HOMEOWNERSHIP 
AND ECONOMIC INEQUALITY

Economic inequality is increasingly seen as an important
economic issue—most often in terms of income inequality,
but also with respect to wealth.21 Wealth is distributed un-
equally, for a variety of reasons. The most important reason
is that most households gradually acquire more assets and
reduce their debts as they grow older. In 2007, the median
net worth of young households (household head younger
than 35) was about $12,000, while the median net worth
of  households nearing retirement (household head be-
tween 55 and 64) was about $266,000, over twenty times
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TABLE 8. THE MAJOR CATEGORIES OF FAMILY WEALTH DURING 1989–2010
(Shares of total wealth)

Stocks Business Homes Combined

1989 11.3% 30.0% 26.4% 67.7%

1992 13.8% 29.9% 25.4% 69.1%

1995 19.0% 26.0% 22.5% 67.5%

1998 27.6% 25.0% 20.6% 73.2%

2001 29.4% 24.3% 20.5% 74.2%

2004 23.1% 24.8% 24.8% 72.6%

2007 23.0% 27.1% 24.2% 74.4%

2010  22.5% 25.8% 20.8% 69.2%

NOTE: “Stocks” includes direct holdings of common stock and indirect holdings in mutual funds, retirement accounts, and other managed

accounts. “Business” includes net equity in unincorporated and closely-held business, and net equity in commercial and rental real estate

owned by individuals. “Homes” includes value of owner-occupied homes less outstanding mortgage balances.

SOURCE: Federal Reserve Board, “2010 Survey of Consumer Finances, Summary Results: Tables Based on the Public Data,” available at

http://www.federalreserve.gov/econresdata/scf/scf_2010.htm.



as much. (The difference in income was much smaller:
$39,000 for the typical younger household and $57,000 for
the older household.)

Wealth would be distributed much more unequally than
it is in America if we were not largely a nation of home-
owners. This is clear from Table 9, which reports the shares
of total household wealth, and the shares of each of the
broad wealth categories listed in Table 8, that are owned by
households comprising different sectors of the wealth dis-
tribution. Both the richest one percent and the richest 10
percent have been categorized as “the rich” in the profes-
sional literature about wealth.  

Families’ equity in their homes is much more equally
distributed than the other major categories of household
wealth. The richest one percent of U.S. families owned
about 12 percent of all home equity; the richest 10 percent
owned less than half, about 45 percent.

By contrast, the richest one percent owned about 40 per-
cent of all other household wealth, and the richest 10 per-
cent owned about 80 percent. Three-quarters of all stocks

and bonds, and over 90 percent of unincorporated business
equity, were owned by the richest 10 percent. Overall, the
richest one percent owned about one-third of all household
wealth, and the richest 10 percent about three-quarters.
These are similar to their shares in earlier years. The richest
one percent have owned about one-third of all household
wealth in each triennial Survey of Consumer Finances
since 1995. The share of the richest 10 percent in 2007 is
moderately higher than the 67 to 69 percent reported be-
tween 1989 and 2004.22

Owner-occupied homes keep those percentages from
being markedly higher. The households in the bottom half
of the wealth distribution do not own much wealth, but
they own a much larger share of home equity than of any
other asset. In an economy and society where homeown-
ership opportunities are limited, the distribution of wealth
would be markedly more concentrated among “the rich”
than it is now.  

The data in Table 9 also bring out the importance of
homeownership to families in the lower half of the in-
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TABLE 9. HOMEOWNERSHIP AND INEQUALITY IN 2007

Asset Category Share of Asset Owned by:

Wealthiest 1%         2–10% 10–50% Bottom 50%

Owner-Occupied Homes 12% 33% 48% 5.8%

Net Worth Excluding Home Equity 41% 40% 19% 1.4%

Stocks and Bonds 34% 42% 22% 2.1%

Unincorporated Business 58% 33% 8% 0.5%

Total Net Worth 34% 38% 26% 2.5%

NOTE:  “Owner-Occupied Homes” is calculated as value of home minus outstanding principal balance on mortgages. “Net Worth Excluding

Home Equity” is calculated net of debts other than mortgages. “Stocks and Bonds” includes direct ownership of bonds plus direct holdings

of common stock and indirect holdings in mutual funds, retirement accounts, and other managed accounts. “Business” includes net equity

in unincorporated and closely-held business, and net equity in commercial and rental real estate owned by individuals.

SOURCE: Arthur B. Kennickell, “Ponds and Streams: Wealth and Income in the U.S., 1989 to 2007,” Finance and Economics Discussion

Paper, Working Paper No. 2009-13, January 7, 2009, Figure A3a.  



come distribution. More than half of their net worth—57
percent—consists of the equity in the homes they own. 
By contrast, less than one-quarter of the net worth of
upper-income families consists of home equity. The per-
centage drops, sharply, for higher income households.23

Among the richest one percent, the equity in their homes
is only about 7 percent of their wealth. Table 10 shows this
pattern. 

Not all families in any income category own their own
home, any more than do all families in any category own
a particular type of asset. But among families in the lower
half of the income distribution, just over half do own their
home, and the equity that these families have in their
homes is substantially larger than the equity that all fami-
lies in the lower half have in all other assets combined.24At
the same time, the wealth of the richest households mainly
consists of unincorporated business and stocks.

Virtually no other assets are as widely held as the equity
in owner-occupied homes. Table 11 calculates the 1%, 
5%, and 10% concentration ratios for most of the individ-
ual asset categories reported in the Survey of Consumer 
Fi nances. Only two are more widespread: cars and other

vehicles, and U.S. Savings Bonds. Neither constitutes a very
large share of families’ net worth. The total net worth of
American households was about $65 trillion in 2007.
Home equity was about $16 trillion. Cars and other vehi-
cles had a total value of about $1.6 trillion, net of loans to
purchase them; U.S. Savings Bonds had a total value of just
over $100 billion. Among the major asset categories, re-
tirement accounts have the closest concentration ratios to
the equity in owner-occupied homes, and the total value
of the assets in these accounts is slightly more than half
the value of home equity—$9 trillion to $16 trillion. (CDs
have a similar distribution to retirement accounts, but with
a total value of $1 trillion.) 

It has been asserted by many analysts in recent years that
the mortgage interest deduction contributes to economic
inequality. This is ironic in two respects: most of the other
large deductions are more likely to contribute to inequal-
ity; and homeownership has been perhaps the most 
important factor in reducing wealth inequality among
Ameri can families. Those who are especially concerned
about inequality should keep this in mind as they consider
policies to achieve a more equal distribution of wealth. 
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TABLE 10. THE IMPORTANCE OF HOMEOWNERSHIP 
IN FAMILY WEALTH IN 2007
(Home equity as a share of net worth among all households)

Income Category Home Equity Share 
of Net Worth

Lower Half    57%

Upper Half 24%

Richest 10% to 50% 25%

Richest 1% to 10% 21%

Top 1% 7%

SOURCES: Calculated by author from data in Tables 8 and 9.
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Asset Category Richest 1% Richest 5% Richest 10%

Equity in Owner-Occupied Homes 12%                       40%                     46%

Less concentrated among the richest households than home equity:

Cars/Vehicles 7% 18% 26%                                     

U.S. Savings Bonds 7% 27% 38%

About as concentrated as home equity:

Retirement Accounts 14% 42% 59%                                  

CDs 15% 39% 51%

More concentrated than home equity:

Life Insurance (cash value) 22% 41% 54%                       

Transaction accounts 23% 49% 60%                       

Commercial and Rental Real Estate 36% 71% 82%                           

Mutual Funds 47% 78% 88%                                  

Stocks (direct ownership) 52% 82% 90%                                  

Bonds 62% 93% 98%                               

Privately Owned Businesses 63% 88% 94%

TABLE 11. CONCENTRATION RATIOS FOR  ASSET CATEGORIES IN 2007

SOURCE: Arthur B. Kennickell, “Ponds and Streams: Wealth and Income in the U.S., 1989 to 2007,” Finance and Economics Discussion Paper,

Working Paper No. 2009-13, January 7, 2009, Figure A3a. The classifications “less concentrated” and so on are my own, not Kennickell’s.



Who benefits from the mortgage 
interest deduction? More than half of
all American families for some period
of time in their lives.

D
uring the most recent normal year, about
37 percent of all families benefited. The
share is higher if older households are
not included, about 47 percent. Most
older households (those with a house-

hold head age 65 or older) own their own homes but have
paid off their mortgages. Most of them probably were able
to claim the deduction during the years after they bought
their first home.

The main beneficiaries are families whose incomes are
above average, but are not “rich” by any current policy def-
inition. Those families receive about three-quarters of the
total amount of the deduction.  

But families in the lower half of the income distribution
benefit also.  Many are able to avoid paying tax altogether
because of their mortgage deduction, and many others
who claim the deduction do pay taxes, though less than
they would without the deduction. These two groups com-
prise 11 million households—a higher number than ben-
efit from any other major deduction. 

High-income households (those with an income above
$200,000) certainly benefit also if they own a home and
have a mortgage. But in the aggregate they receive only

about 10 percent of the total dollar value of the deduction.
The fact that so many benefit from it over the course of
their lives probably helps to explain why a majority of
Americans sup port it, even among those who are not now
benefiting from it. 

As homeowners pay down their mortgages over time,
the value of their equity in their home becomes a substan-
tial share of their wealth. 

Home equity has been about one-quarter of the wealth
of all American households since at least the 1980s, which
is as far back as consistent household wealth data is avail-
able. It is particularly important for families in the lower
half of the income distribution; for them, the equity in
their home is over half of their wealth. It constitutes almost
half of their wealth for those families who are in the upper
half of the distribution, but are not “rich.” For the rich,
however defined, it is a small share of their wealth. The
pattern is very different for stocks and other financial as-
sets, and for unincorporated business; those assets are a
large share of the wealth of the rich, and a small share for
lower-income families.

Because home equity is important for lower-income
families in particular, it helps to generate a more equal dis-
tribution of wealth in America. This is not to say that the
distribution of wealth in America is equal; that is certainly
not the case. But the distribution of wealth is more equal
than it would be if most families were not homeowners.
To the extent that a more equal distribution of wealth is a
significant public policy objective, we all benefit from the
mortgage interest deduction.  
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CONCLUSION
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