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1. Summary

* Imputation of financial household wealth
* Applied to IPO: specific properties
e [PO Income: 2001-2010

» Tax records
» Taxable income in Box 3: wealth as a censored variable

e [PO Wealth: 2005-2010

 Information provided by banks
e Imputation: “corners’:
e Box 3 taxable

e Differences amounts reported by banks and to tax
authorities
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2. Remarks

* Motivation: what is the purpose?

e Get a picture of the distribution of wealth in the years
2001-20047

e Development in wealth holdings for those years?
e Apply to policy evaluation methods?

* Presentation of assumptions along the way



2. Remarks

* Random effects probit model for corners (section 3):

1 ifyh =0

vy = xa'B+eci+ug, i=1,...,Nt=1,...T.
o {u if £ 0.

Uit| i, i~ NID(0,1).
* “No serial correlation errors”
* Strict exogeneity assumed or required? Usually yes.

* Table F: No! But then: no consistent parameter
estimates (section 4):

* Does that matter: no, only interested in projection!
* But why then using random effects from the start?



2. Remarks

F Probit modelling of dum _ sawv;

Table 23: Right hand side variables used in probit regressions

Name of variable Description of variable Source

dum_sav, value of dum_sav in vear t 4 1 PO Wealtch

durm—g time dummies a = {2006, ..., 2009}

dumpankteg,—0 dummy for bankteg, = 0 PO Income

AuMpankteg, , ;=0 dummy for bankteg,.q =0 PO Income

dumparsav. 1—0 dummy for balsav,.; =0 PO Wealth

duminterest,=0 dummy for interest; =0 IPO Income

Tinterest, -0 * In{interest, ) natural logarithm of interest income from check- | IPO Income
ing and savings accounts in year f

Thankieq>0 * n(bankteg;) natural logarithm of bankteg; in year ¢ PO Income

Tassets, >0 * In(assets;) natural logarithm of the average value of assets | IPO Income
in year t

Lisky assetse=0 * In(risky assets;) mnatural logarithm of the value of stocks and | [PO Income

- bonds in year ¢

Tpatsav, . >0 * In(balsav, 1) natural logarithm of balsav, PO Wealth

Thatsaveso=0 * In(balsav, . 9) natural logarithm of balsav, o PO Wealth

Teontrsan, >0 * In(contrsavy) natural logarithm of contractual savings (“spaar- | IPO Income

Cons

loon”) in year t
constant term




2. Remarks

* Step 2: levels, fixed effects model is used:
&i: = zit 0+ o+ v, i=1,....N.t=1,...,Ti.

The model allows for correlation between «; and z; = (21", ....zi1."),

* Fixed effects estimation
* So step 1: we do not care, in step 2, we do(?)

* FE: only Within Group variation. Could Between
Group variation add to predictive value?

* By the way FE not consistent due to dynamic nature
(see GMM literature, Arellano Bond, etc)
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2. Remarks

* Two part model: where does the sharp cut-off come
from? Two separate samples

* In a simulation, we would not expect that.

* Cut-off may introduce additional error

* Is two part approach in the aggregate better than one
part?
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2. Remarks

* General: tables F and G deserve a much more prominent
place in the paper

* They show which variables are used for the prediction:
missing in section 3, which shows textbook formulations of
models

* Underlying motivation? Does economic theory matters?
Life cycles? Measurement error literature? IV?
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2. Remarks

* Out of sample prediction of the fixed effect?
* GLS step with autocorrelated errors?

* Statistical properties of the imputed variables? (bias,
consistency, MSE).
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2. Remarks

* Year 2005: easy to compare (both IPO income and
wealth)

* Years 2001-2004: we see similarities and differences.

* But: Spearman’s p of 0.9579!
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