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The Rise and Fall of Pandemic Excess Wealth
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U.S. households accumulated significantly more wealth following the pandemic onset than would
have been expected without the pandemic shock. Overall excess household wealth—measured as
households’ inflation-adjusted net worth beyond pre-pandemic projections—peaked in late 2021 at
$13 trillion, then rapidly fell to zero in late 2022, where it broadly remained through the third quarter of
2023. This rise and fall can be attributed mainly to financial assets, particularly equity holdings.
Similarly, real liquid asset holdings currently sit below pre-pandemic projections despite a persistent

rise in checking account balances.

Consumer spending has remained strong over the past two years despite increasingly restrictive monetary
policy. The continued strength in spending has been partially supported by the large buildup of pandemic-
era excess household savings—defined as the amount of savings above what could be expected in the
absence of the pandemic shock. Excess savings remains an important determinant of future spending and
overall economic growth.

Recent studies have focused on personal savings as measured by the difference between personal income
and personal consumption flows in the National Income and Product Accounts (NIPA) data from the
Bureau of Economic Analysis (Aladangady et al. 2022 and Abdelrahman and Oliveira 2023). Other studies
have focused on even narrower types of savings, such as stimulus checks (Armantier et al. 2021) and
checking account balances (Wheat and Deadman 2023).

In this Economic Letter, we take a broader perspective by examining household wealth. Unlike savings
measures, a wealth measure accounts for both liquid assets and illiquid assets, including the unrealized
capital gains on those assets. This broader definition provides a more comprehensive picture of the financial
health of U.S. households that complements the NIPA-based flow measure of excess savings. However, this
expanded perspective comes with the caveat of a less clear link with consumer spending. Specifically, it is
harder to fund consumption from illiquid assets, such as real estate, than with cash or other more liquid
assets.

We construct excess wealth measures that quantify how various household balance sheet components
compare with “no-pandemic” scenarios. These scenarios are balance sheet projections made at the fourth
quarter of 2019—just before the onset of the pandemic recession. Since they are based on pre-pandemic
information, the projections exemplify what household wealth would have been in the absence of the
pandemic shock. We focus on real measures of excess wealth, that is, wealth adjusted for inflation. We find
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that real excess wealth peaked in late 2021 before declining rapidly to its pre-pandemic expected level in
late 2022, where it broadly remained through the third quarter of 2023. We attribute this trajectory mainly
to the dynamics of financial assets, in particular equity holdings, but also to higher inflation, which reduced
the real value of all assets. Real liquid assets show a path similar to overall net worth, where a significant
decline in savings and time deposits noticeably offset a persistent increase in checking account balances.

Household balance sheet changes in the pandemic period

The broadest measure of overall household wealth is net worth, defined as the difference between total
assets and total liabilities. Total household assets can be separated into financial assets and nonfinancial
assets. Financial assets include holdings such as checkable deposits, saving deposits, corporate and
noncorporate equity, and pension entitlements. Nonfinancial assets are mainly real estate holdings but can
also include intellectual property, equipment, and vehicles. Lastly, household liabilities are primarily
composed of residential mortgages and consumer credit, along with other types of household debt.

Figure 1 shows how real household
wealth, or net worth, has evolved in
recent years according to data from the
Financial Accounts released by the
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insurance—also directly contributed to this accumulation. By the end of 2021, household asset holdings
(blue and green bars) had grown by $24 trillion relative to late 2019, while household liabilities (red bars)
only increased by $1 trillion. Overall, real household wealth rose by $23 trillion (20%) over those two years,
reaching an all-time high level of $135 trillion in 2017 dollars.

Despite a small increase in early 2023, overall household wealth has declined compared with 2021 levels.
While real nonfinancial assets and household liabilities remained generally stable in 2022 and 2023, real
financial assets fell by 14% in 2022 before recovering some of these losses in early 2023. Much of the


https://www.federalreserve.gov/releases/z1/
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decline in financial assets came from
reduced equity holdings, but higher
inflation also reduced the real value of
all assets.

Figure 2 breaks real financial assets into
its main components. Assets that are
more liquid, meaning generally more
accessible and easily turned into cash,
are shown in blue tones, while less
liquid assets are shown in green tones.
Household equity holdings (dark green)
make up about half of overall financial
holdings and include corporate and
noncorporate equities as well as mutual
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Source: Federal Reserve Board of Governors and authors’ calculations.

The amount that households hold in their checking accounts (medium blue bars) represents a very small
fraction of overall financial holdings; however, that amount more than tripled after the onset of the
pandemic recession. This unprecedented spike in checkable deposits does not fully account for the changes
in households’ liquid holdings, as the increase has been noticeably offset by a decrease in savings and time
deposits (dark blue bars). In fact, the combined value of checking and saving deposits as a share of overall
financial assets was unchanged from its pre-pandemic share by the third quarter of 2023.

Real net worth in excess of a no-pandemic scenario

We construct a measure of excess wealth by comparing current balance sheet components to a “no-
pandemic” scenario projection. The projection is designed to capture how household balance sheets would
have evolved without the pandemic shock, removing both pandemic-era policy interventions and changes to
how households use and store their wealth. We construct this scenario using the local projections method of
Jorda (2005). The projection is preferred to a simple linear trend because it can capture a combination of
nonlinear macroeconomic, financial, and demographic trends. The methodology also allows us to construct
statistical confidence bands around our projections. We estimate an out-of-sample projection by using data
only up to the fourth quarter of 2019—just before the onset of the pandemic recession in the first quarter of
2020.

Our results in Figure 3 show that overall real household wealth has returned to its expected pre-pandemic
projection. Real net worth (blue solid line) peaked in the last quarter of 2021 at about $13 trillion higher
than the projected path (blue dashed line). Since then, net worth has decreased rapidly towards its
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projected path. As of the third quarter of
2023, household wealth was close to its
expected pre-pandemic projection.

Repeating this analysis to focus on
financial assets (red line), we find that
household real financial asset holdings
peaked at $10 trillion above their
projected path in mid-2021 before
returning to the projected trend in mid-
2022. Since then, the decline in
financial assets to about $7.3 trillion
below the projected path has been
mainly attributable to lower equity
holdings, which decreased by 17% in
2022.

In Figure 4, we focus on liquid financial
assets, which can more readily fund
spending. Much like overall financial
assets, real liquid assets (blue line)
peaked in late 2021 and then started to
fall below projected levels in 2022.
Within liquid assets, checking account
balances (red line) substantially
increased following the pandemic.
However, the sharp increase was
noticeably offset by a significant decline
in savings and time deposits (green line)
that began in late 2020 and dropped
well below projected levels. This decline
in savings and time deposits is
surprising given the contemporaneous
sharp increase in interest rates. Despite
a higher interest-rate incentive, it
appears that households continuously
shifted assets from their savings
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Source: Federal Reserve Board of Governors and authors’ calculations.

accounts into their checking accounts to fund spending.

Conclusion

In this Letter, we examine the post-pandemic dynamics of household balance sheets and find a large
increase and subsequent decline in real excess wealth. Household asset holdings and overall wealth
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expanded rapidly in the two years following the onset of the pandemic recession. However, subsequent
declines in equity holdings and drawdowns from savings deposits resulted in real household wealth coming
back down to levels close to what could have been expected in the absence of the pandemic recession. The
measured peak of $13 trillion in real excess wealth likely helps explain the strong momentum in consumer
spending since the onset of the pandemic recession.

The most recent data as of the third quarter of 2023 show that real excess wealth, including excess liquid
assets, is no longer positive. We see two takeaways about the risks going forward. On the one hand, the
overall level of real household wealth remains above levels observed just before the onset of the pandemic,
which could signal continued strength in spending out of wealth going forward. Gains in equity markets
since late 2023 may reinforce this strength. On the other hand, liquid assets, which more readily fund
spending, have been diminishing and are approaching levels significantly lower than the projected pre-
pandemic path. As these excess liquid funds run out, consumers may decide to pull back on spending.
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