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arc in percentage points, idiosyncratic head’s wages arc in percent change. Pr. Home and x Pr.
Home refers to households that do and do not own primary housing assets, respectively, whereas x
Business and x Sec. Hous. refers to households that own neither private businesses nor secondary
(Sec.) housing assets, respectively. Heteroskedastic and serial correlation robust standard errors
arc in parcentheses.

* Sizeable 1diosyncratic return risk exists for all asset classes (Lillard and Weiss, 1979; Baker, 1997, among others):

* exist concurrently with permanent heterogeneity A7
in household-specific returns )
A Wy ir = Vg i

Note: Estimates are from system estimation using iterative GMM. lIdiosyncratic rates of return
arc in percentage points. idiosyncratic wages are in percent change. Heteroskedastic and serial
correlation robust standard errors are in parentheses.
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Permanent idiosyncratic shocks to head's
wages are correlated with the transitory shock
to asset returns due to capital gains to housing

» The substantial idiosyncratic risks that exist within all
asset classes suggests that background risks may arise
from all asset classes.

* Idiosyncratic permanent risk to wages and transitory risk to

epermanent idiosyncratic innovation vy ;, for wages
total asset returns are correlated

‘transitory idiosyncratic innovations u; ;, and u; ;,

* primarily due to primary housing capital gains _ , , ,
*moving average of transitory innovations a; and a;

Correlated Wage and Return Risk is Dependant on Age » Transitory idiosyncratic risk to returns is observed

exists concurrently with the household-specific returns

* the correlation depends on age: larger for older

and less wealthy households scorrelations of innovations pyyr , Py
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the value for, nx; ;; 1s net investment

Note: Estimates arc from system estimation using iterative GMM. Idiosyncratic rates of return arc
in percentage points; idiosyncratic head’s wages are in percent change. Wealth and age refers to
above and below the median. Heteroskedastic and scrial correlation robust standard crrors are in
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Note: Real wage growth and return on assets in percentage points, 1999-2019. Conditional on the
minimum of four consccutive return observations, three for the return to private businesses and
secondary housing, and the presence of both wage and return observations. 25p and 75p refer to
the corresponding percentiles.
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Note: Estimates are from syvstem estimation using iterative GMM. Idiosyncratic returns are in
percentage points: idiosyncratic head’s wages are in percent change. Prim. and Scc. refer to primary
and secondary housing (hous.), respectively. P. relers to public and corr. refers to correlation.
Heteroskedastic and serial correlation robust standard errors are in parentheses.

parentheses.
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