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THE IMPORTANCE OF WEALTH FOR ECONOMIC SECURITY
Wealth is defined as the total financial value of what an individual or household owns (assets) minus all debts (liabilities). Assets include the value of a home and other physical assets, retirement savings, other financial investments, cash, and money in the bank. Liabilities include home mortgages, auto loans, credit card debt, student debt, and other types of debt and money owed. Wealth is distinct from income received from working or investments. Households can turn income into wealth by saving or investing.
Wealth is essential for economic security because it can be used for consumption, which is directly connected to wellbeing. Wealth is also a resource households can draw from in times of economic hardship, enabling them to smooth consumption over time despite temporary income loss or instability. Moreover, wealth is necessary for individual economic mobility and growth of the economy as a whole. Wealth gives households the ability to pursue an education, take employment or investment risks, move to new neighborhoods, buy a home, and start a business. The ability to take these risks and be resilient to economic shocks has positive spillovers to the entire economy.
Research indicates that there are long-lasting advantages of wealth accumulation for families. For example, there is a strong correlation between the wealth of parents and their children,[1] in part because intergenerational wealth transfers make up a substantial share of total wealth.[2] Empirical evidence also shows that gains in household wealth increase the probability that children enroll in[3] and graduate from college,[4] which increases their lifetime earnings from employment.[5] These findings call attention to the generational benefits of wealth accumulation and the harms that come from its absence: family wealth boosts future wealth potential, and low-wealth families struggle to progress without it.
Furthermore, the benefits of wealth extend beyond economic security to health and psychological well-being. Negative wealth shocks have been shown to significantly reduce physical and mental health and survival rates among elderly adults, with psychological stress stemming from wealth loss as a key mechanism.[6] Wealth may also affect health through access to the high-quality healthcare it affords.
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