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Abstract 

Our study contributes to the discussion about the extent of the phenomenon of the ‘income-poor, 

asset-rich’ elderly households, which can be associated with high homeownership rate in this group. 

However, we do not limit our analyses to this single category where low income is paired with high 

wealth, but rather explore the distribution of elderly households in terms of combinations of different 

levels of income and wealth. This way we shed some light on the existing patterns with reference to 

this distribution. This study focuses on the significance of homeownership and its impact on the 

welfare position of the elderly relative to the total population. We employ microdata from the 

Luxembourg Wealth Study Dataset (LWS) for 12 European countries. The results of the empirical 

research allow to draw some conclusions. First, ‘income-poor, asset-rich’ elderly households are a 

quite marginal category. Second, in the case of most countries studied, higher homeownership rates 

among elderly households, as compared to non-elderly households, are not accompanied by 

proportionally greater household wealth, even though the non-elderly are additionally burdened by 

the mortgage debt. However, we also find some evidence that homeownership is positively associated 

with the welfare position of the elderly.  
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Introduction 

Recent decades have seen a substantial evolution of pension systems in developed countries. The 

reforms can generally be identified with a broader process of the welfare state retrenchment and 

attributed to the ongoing unfavourable demographic and socio-economic changes. Population ageing 

heavily burdens the public pension finance and threatens pension system sustainability in economic 

and financial terms, forcing a reduction in pension benefit adequacy (OECD, 2013). This leads to 

increased concerns about the economic well-being of the elderly, with the role of individual precaution 

becoming more noticeable at the same time. In this context, it is worth considering the importance of 

housing wealth, and more precisely, a residential real estate whose possession may provide additional 

income in cash or in kind after retirement. When replacement rates from public pension systems 

decrease, individuals are motivated to accumulate wealth for retirement using various options 

available in the market and supplied by the private sector, which also includes housing equity. This is 

often facilitated or even fostered by the state policy aimed at favouring homeownership over tenancy 

(Christophers, 2021). The superiority of wealth accumulation over income and social transfers has 

been justified on the theoretical ground by Sherraden (1991) who proposed the concept of “asset-

based welfare” (ABW). The original ABW theory neglects the central role of housing as an asset 

category, which has provoked a lot of criticism. Therefore, it was later developed further, evolving into 
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the housing asset-based welfare (HABW) concept (Prabhakar, 2019), based on which housing itself can 

serve as a pension. Increasing homeownership rates have also opened new perspectives to combine 

pensions and housing assets. 

An owned home is a special non-financial asset used to accumulate wealth for retirement as it can be 

both a consumption and investment commodity. In the case of the former, homeownership may 

reduce the living costs of housing as compared to rented dwellings (the concept of imputed rent). In 

the case of the latter, residential real estate may be a source of the return on capital invested in its 

acquisition. The statistics for developed countries reveal that irrespective of the country, 

homeownership is more common among older people than among those aged 45 or less, and 

additionally, with reference to the elderly population, homeownership rates are quite evenly 

distributed in all the income deciles (OECD, 2013). Thus, own home may be perceived as an asset 

accumulated over one’s lifecycle. However, as many studies demonstrate, older homeowners are 

commonly quite reluctant to make use of housing equity they own in such forms of housing wealth 

decumulation as reversed mortgage or downsizing (for a review, see Romiti and Rossi, 2012). 

The combination of both high homeownership and declining levels of pension replacement rates raise 

the question about the resulting welfare consequences for the elderly. Our study contributes to the 

discussion about the extent of the phenomenon of the ‘income-poor, asset-rich’ elderly households 

and their characteristics in the context of poverty risk (Bradbury, 2010; Doling and Elsinga, 2013; 

Forrest, 2008; Gornick et al., 2009; Sykes, 2003). However, unlike in the previous literature, we do not 

limit our analyses to this single category where low income is paired with high wealth, but rather 

explore the distribution of elderly households in terms of combinations of different levels of income 

and wealth. This way we shed some light on the existing patterns with reference to this distribution. 

Additionally, we evaluate how homeownership specifically impacts the welfare position of the elderly 

relative to the total population. The problem is vital in the context of public policy and the government 

decisions on whether to pursue extensive homeownership policies and support tenure as a dominant 

form of housing to relieve public pension systems in ensuring income adequacy.  

Our empirical research comprises a cross-country comparative study conducted for 12 European 

countries. We employ microdata from the Luxembourg Wealth Study Dataset (LWS), which delivers 

harmonised information about wealth and income. As indicated by Gornick et al. (2009), LWS is one of 

the relatively few methodological conventions associated with comprehensive wealth measurement 

which meets cross-country comparability requirements. By using recent data for the 2016-2017 

period, we provide an up-to-date outlook with reference to the income-wealth patterns among elderly 

households. The analyses are conducted at both the aggregated country level and the individual level 

using multinomial logistic regression. 

The remainder of the paper is as follows. First, it refers to the previous literature to discuss the 

relationship between homeownership and the welfare of the elderly. Second, it introduces our 

empirical approach associated with the measurement of the elderly’s welfare position. Subsequently, 

it presents the results of the empirical investigation. The paper ends with synthetic conclusions. 

 

Related literature 

The traditional model of wealth accumulation by a household is based on the life-cycle hypothesis 

(LCH) (Blake, 2006). Developed by Ando and Modigliani (1963) and Modigliani and Brumberg (1954), 

LCH is based on the rational expectations hypothesis based on which an agent accumulates wealth to 

consume after retirement. This allows it to postpone current consumption for the future when labour 
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income is no longer received, smoothing consumption across the entire lifecycle. In line with this 

theory, the maximum asset accumulation level is obtained at the moment of retirement. Afterwards, 

the wealth decumulation phase starts for consumption purposes. Thus, an agent’s or a household’s 

wealth (resource) is systematically transformed into income (stream). LCM has undergone extensive 

empirical verification which has revealed the divergence between the theory and practice (Bernheim 

et al., 2001; Browning and Crossley, 2001; Campbell and Mankiw, 1989; Carroll and Summers, 1991; 

Parker, 1999; Shapiro and Slemrod, 1995). It can be related to the scale of consumption smoothing, 

which is also addressed by Campbell and Deaton (1989) and is often referred to as the Deaton paradox. 

Nevertheless, depending on the public pension system model and its generosity, agents are motivated 

to save privately at various scales to replace the income from the labour or at least to protect 

themselves from poverty. They accumulate assets and homeownership is one of the available options 

in this regard. That is why LCM is often referred to as a suitable theoretical framework for the 

consideration of home purchasing as a substitute for monetary savings for retirement (Schmidt-Hebbel 

and Serven, 1997). Naturally, housing equity in the form of one’s own residence and other long-term 

assets can be accumulated in a complimentary manner.  

The often referenced Kemeny’s Thesis (Kemeny, 1981) suggests the substitution of homeownership 

rates and social welfare at a country level. Countries with reduced welfare systems (in a sense of 

commodification of social provision) are characterised by higher homeownership rates. Kemeny 

supports his theory with some preliminary results of empirical studies. Castles (1998) verifies Kemeny’s 

Thesis using a larger dataset with emphasis put on the impact homeownership has on the elderly’s 

welfare. His study is referenced in the literature as the ‘Big Trade-off Hypothesis’. Kemeny’s and 

Castle’s research, which contributed noticeably to the literature on the homeownership-pension 

nexus, suggests that higher homeownership rates may translate into adequate income after 

retirement alongside a reduced public pension system.  

The are several previous studies that—using macro- and micro-level data—draw on the theoretical 

concepts of the ‘Big Trade-off Hypothesis’ and ABW to empirically answer the question of whether 

homeownership contributes to poverty reduction in the elderly population. Studies employing macro-

level data do not deliver an unambiguous answer to the question about the relationship between 

owning a home and poverty reduction among the elderly (for a review, see Bravo et al., 2019; Doling 

and Ronald, 2010). The reason behind these inconclusive results is the sensitivity of the phenomenon 

under study to country-specific factors as well as pension and housing systems. That is why micro-level 

data are more useful in the evaluation of the role played by housing assets in the reduction of poverty 

risk. Most previous studies based on micro-level data deliver some empirical arguments in favour of 

a positive answer to the above question yet doubts remain. Dewilde and Raeymaeckers (2008) use 

European Community Household Panel (ECHP) survey data for ten European countries to demonstrate 

some poverty reduction outcomes of homeownership at a micro-level. However, this effect weakens 

as the homeownership rate increases. An important advantage of their study over previous ones is the 

inclusion of housing social provision ‘as an important policy alternative to the encouragement of home-

ownership’. Due to such an approach, they find that generous pensions or high homeownership rates 

have a weaker impact on poverty reduction than the provision of social housing for the elderly. 

Nonetheless, based on EU-SILC micro-level data for 25 European countries, Borg (2015)  finds that 

elderly homeowners are at a lower risk of poverty when it is measured by housing deprivation. Doling 

and Elsinga (2013) use two income adequacy dimensions—maintaining living standard and poverty risk 

reduction—to test whether these two categories are affected by homeownership. The models 

estimated using EU-SILC macro- and micro-level data for 25 EU member states predict that although 

the results are not uniform across all the countries, housing income, both in cash and in kind, could 

contribute noticeably to older people maintaining their previous living standard. The models also 
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predict housing income to be a potential factor of poverty reduction. Doling and Elsinga (2013) find 

housing assets not to be an effective mechanism used to diminish inequality across income groups. 

However, such assets have the potential to smooth income (and therefore also consumption) over the 

lifecycle.  

A somewhat different approach to poverty evaluation is employed by Watson and Webb (2009). 

Contrary to other studies, which focus on the measurement of relative or absolute poverty, they 

investigate the nexus between homeownership and subjective poverty perception instead of its 

objective measure. The analysis of ECHP data for 11 European countries (waves 1994-1996) does not 

make it possible to question the view that European homeowners are less likely to subjectively 

perceive themselves as poor. On the other hand, Watson and Webb do not find arguments to support 

the view that homeownership is more valued in countries characterised by higher owner-occupancy 

rates. However, empirical evidence supports the finding that countries with higher income inequality 

use homeownership as a tool of security. Further conceptual developments in this vein of literature 

include such things as the inclusion of imputed rent. One example in this regard is a study by Frick et 

al. (2010) covering five European countries. They used data collected in the series of national reports 

addressing the distributional effects of imputed rents and demonstrate that this kind of income 

contributes to the reduction of income inequality and poverty. 

Most of the empirical studies exploring the impact of housing on poverty, construed as an insufficient 

income to maintain the standard of living, focus on the role of homeownership but not housing wealth. 

Owning a home naturally implies that an individual holds a certain amount of housing assets. However, 

whereas homeownership is a binary category, housing wealth is expressed as a quantity, which is more 

complex information. Homeownership does not account for the magnitude of housing wealth affected 

by the value of the principal residence, but also by other real estate owned by a household. Information 

about homeownership does not include data about such things as secondary real estate property 

which, depending on the country, can be quite widespread as demonstrated by Wind et al. (2020) 

based on the statistical data for the European countries. The linkage between homeownership and 

total household wealth is very complex and still unexplored; nonetheless, real estate assets in the form 

of one’s own residence are the key component of household assets (Arrondel et al., 2016; Causa et al., 

2019; Cowell et al., 2017), and homeownership rates explain to a great extent the differences in wealth 

accumulation between countries (Mathä et al., 2017). However, a mass homeownership policy may 

result in an actual increase in wealth inequalities (Arundel, 2017; Christophers, 2021). Additionally, 

some studies conducted for the United States to investigate the relationship between homeownership 

duration and the accumulation of household wealth prove a positive relationship between them 

(Davidoff, 2012; Di et al., 2007).  

 

Empirical framework 

The data employed in our empirical analysis includes the Luxembourg Wealth Study (LWS) dataset. 

The LWS is a cross-national household survey that collects data meeting the requirement of cross-

country comparability and delivering information on household wealth and its composition, incomes 

of various kinds, as well as consumption expenditures. We examine data from the 10th wave of the 

survey, which covers the 2016-2017 period. The following countries are investigated: Austria, 

Germany, Estonia, Spain, Finland, Greece, Italy, Luxembourg, Norway, Slovakia, Slovenia, the United 

Kingdom.  

For all empirical analyses, we use weighted data. The weights are assigned by the data producer in 

such a way as to ensure the representativeness of the total country household population, and at the 
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same time, to normalise each country's population size to 10,000. As a result, the analyses which 

involve cross-country comparisons are not biased either by large differences in country populations or 

by disproportionate sample sizes (ranging from 1,600 households for Luxembourg to 244,000 for 

Norway). 

The main subject of our interest in the study is elderly households. In our approach, we refer to the 

common definition of the elderly as those aged 65 and up, which also corresponds to the statutory 

pensionable age in most European countries (Eurostat, 2020). In the variable operalisation procedure, 

we identify elderly households with households where the number of members aged 65 and over is 

equal to the total number of household members. This way we focus on households composed solely 

of elderly people and exclude households where an older generation cohabitates with a younger one. 

Such an approach results from the structure of income and wealth statistics, which are given as 

aggregates for a household. To make our study more comprehensive, in the preliminary analysis, we 

compare elderly households with non-elderly ones. This makes it possible to recognise the situation of 

the elderly in terms of economic well-being in the intergenerational context. 

Our study identifies the household’s economic well-being by combining two categories: income and 

wealth (assets), which is a similar approach to that presented by Gornick et al. (2009). We classify every 

elderly household into one of nine categories, each accounting for different levels of assets and 

income. Table 1. presents all possible combinations (categories). 

Table 1. Income-asset matrix 
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 Disposable net worth 

 < 0.5 Me 0.5 Me – 1.5 Me > 1.5 Me 

< 0.5 Me income-poor/asset-

poor 

income-poor/asset-

medium 

income-poor/asset-

rich 

0.5 Me – 1.5 Me income-medium/asset-

poor 

income-

medium/asset-

medium 

income-

medium/asset-rich 

> 1.5 Me 

 

income-rich/asset -

poor 

income-rich/asset-

medium 

income-rich/asset-

rich 

Note: Me stands for country-population median for respective variables 

 

The categories are labelled in accordance with the corresponding levels of income and assets. Income 

is defined as household equivalised income calculated using the standard square root equivalence 

scale, i.e. as a ratio between household total current income and the square root of the number of 

people a household is composed of. Income components include labour income, pensions and other 

social benefits, private transfers, as well as capital income. Assets reflect household disposable net 

worth defined as the sum of financial assets (excluding pensions), non-financial assets, as well as 

pension assets and other long-term savings, minus total household liabilities. The value obtained for 

each elderly household is then compared against the country population median value, i.e. median 

household equivalised income and median household disposable net worth, which are set for each 

country independently using LWS data. We employ 0.5*median and 1.5*median as thresholds applied 

to distinguish between categories and to assign every household to a certain category. The reference 

to the country population medians makes it possible to position a given elderly household against the 

whole population, not just other elderly households.  

Regarding income statistics, the level corresponding to 50% of the total population median equivalised 

income is often recognised as the monetary poverty threshold (Förster and D’Ercole, 2012). By analogy, 
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we apply the same wealth threshold to identify the asset-poor category. In line with the asset-based 

welfare concept and its underlying assumption that accumulated housing wealth has the potential to 

complement income in old age, we consider poverty as a certain state of economic well-being that is 

reflected not only by the people’s current income but also by the wealth they possess. Focusing only 

on monetary poverty associated with the current income does not fully reflect the complexity of the 

individual financial situation, as people in old age can improve their standards of living by consuming 

accumulated wealth while receiving low income. Therefore, private savings consumption (other than 

formal pension financial products) or imputed rent—which are disregarded in the current income 

information—can be also considered as forms of income.  

 

Results 

Our empirical analyses have two primary aims. The first is to explore the patterns of income and wealth 

packages of elderly households. The second is to identify the relationship between homeownership 

and elderly household economic well-being. The latter is considered in relative terms and defined as 

the financial situation of a given household reflected by its position in the income-asset matrix (see 

Table 1). In the first stage of the analysis, we report some sample statistics with reference to household 

distribution in terms of assets and income categories. Figure 1 presents the share of elderly households 

falling into each of nine categories, aggregated for the 12 countries studied. The least affluent 

households, i.e. both income-poor and asset-poor ones, constitute 9% of the total sample size. This 

share is slightly smaller than the share of the most affluent households in terms of assets and income, 

which amounts to 10%. Income-medium/asset-rich is the largest category, comprising 29% of the 

sample units. Compared to the situation of non-elderly households, we can roughly conclude that 

elderly households report a medium income level more frequently (jointly across all asset ranges). 

Whereas 68% of the elderly receive medium income, the respective level for the non-elderly is 57%. 

However, there is a relatively greater share of income-poor elderly households and a smaller share of 

income-rich households as compared to the non-elderly. In terms of assets, the situation is reversed, 

with fewer asset-poor and more asset-rich elderly households compared to non-elderly ones. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Income and wealth distribution 

Source: own calculations based on LWS dataset 

 

When interpreting the aggregated results presented in Figure 1, one should be aware of the existence 
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for each of the countries studied. The patterns displayed vary to a great extent—in some countries, 

the distribution is more even while in others it is less uniform. For example, the income-medium/asset-

rich group strongly predominates among the elderly households in such countries as Finland and 

Norway (41% and 53%, respectively) while in Estonia the greatest share of elderly households (26%) is 

income-poor/asset-poor. More generally, it can be summarised that one of two categories prevails (to 

a lesser or greater extent) in almost all the countries except Estonia and Austria, i.e. income-

medium/asset-rich or income-medium/asset medium. These results imply that the country background 

is very important, and the country-specific patterns should be also accounted for.  

 

Table 2. Country characteristics 

 equivalized total income 
 

disposable net worth 
 

real estate assets 
 

homeownership 
rate [%] 

 

Meanelderly/ 
Meannon-elderly 

Meanelderly/ 
Meannon-elderly 

Meanelderly/ 
Meannon-elderly elderly non-elderly 

Austria 0.76 0.70 0.78 44 47 

Germany 0.68 1.24 1.14 53 42 

Estonia 0.41 0.61 0.64 77 75 

Spain 0.87 1.57 1.24 82 74 

Finland 0.72 1.29 0.99 76 63 

Greece 0.84 0.88 0.93 83 69 

Italy 0.84 1.10 1.16 76 66 

Luxembourg 0.91 1.97 1.43 88 65 

Norway 0.80 1.71 1.04 77 64 

Slovenia 0.50 0.82 0.93 86 73 

Slovakia 0.54 0.63 0.68 86 89 
United 
Kingdom 0.70 1.38 1.16 76 63 

Total 0.70 1.34 0.96 74 66 

Source: own calculations based on LWS dataset 

 

In line with the above, we present selected country statistics with respect to income and assets. Table 

2 reports the ratio between the mean value of equivalised total income (given in local currency unit) 

calculated for the elderly households and the respective value obtained for the non-elderly 

households. This way we do not refer to the subjective thresholds of 0.5*median and 1.5*median as 

previously, but rather position elderly households vis-a-vis non-elderly households in a more 

straightforward manner. An analogous ratio is also calculated for the mean absolute disposable net 

worth. A value greater than 1 implies a better economic situation of the elderly relative to the non-

elderly. The results obtained allow to conclude that in all the countries studied in terms of equivalised 

total income, elderly households receive smaller income on average, which can be identified mostly 

with pension benefits. The income disproportion is the greatest in the CEE countries (Estonia, Slovenia, 

Slovakia) while remaining quite narrow, i.e. below 20%,  in such countries as Spain, Greece, Italy and 

Luxembourg. In the case of the (net) assets owned, measured by disposable net worth, the results are 

more mixed. In Austria, Estonia, Greece, Slovenia and Slovakia, elderly households report smaller 

(average) total assets than non-elderly households. At the same time, homeownership rates reported 

for the elderly are greater than those for the non-elderly everywhere except in Austria. In the 

remaining seven countries, older households can be assessed as wealthier, with the greatest 
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prevalence reported for Luxembourg and Norway. However, the wealth disproportion between both 

age groups in these countries is not accompanied by an equal disproportion in homeownership rates. 

It should be noted that disposable net worth accounts for mortgage debt, so the country-specific 

differences could result from differences in the levels of tenure financialization determined by 

mortgage market development. Therefore, we also analyse the respective ratio between the mean 

market value of the real estate owned by the elderly and non-elderly. This indicator does not include 

mortgage debt. Consequently, if only real estate assets are taken into account, then the situation of 

the elderly in terms of wealth seems to be closer to that of the non-elderly as compared to the 

disposable net worth, i.e. almost all ratios are closer to unity. Also worth noting is that these values do 

not fully correspond to the relation between homeownership rates in both groups. For example, an 

average Estonian and Slovak elderly household owns considerably smaller housing assets than a non-

elderly household, even though homeownership rates in both groups are comparable. Similarly, in 

Greece and Slovenia, homeownership rates are higher for elderly households, but their average 

housing assets are smaller than in the case of non-elderly households. Therefore, one can conclude 

that at the aggregated country level, the average higher homeownership rates for the elderly 

households do not translate directly into greater housing wealth in this group, as compared to the non-

elderly households. 

To more comprehensively address the issue of the role played by homeownership in explaining the 

welfare position of the elderly measured by income and assets, we demonstrate the results of 

multinomial logistic regression modelling. This allows us to shift the perspective from the aggregated 

country-level to the individual household-level. Additionally, regression analysis is multivariate, which 

allows to extract the pure effect of homeownership with regard to the household welfare position 

when controlling for its other characteristics and country differences that may influence this position. 

The multinomial logit model, as an extension of a binominal logit regression, consists of a series of n-

1 binomial logit models, where n denotes the number of variants of the dependent nominal variable. 

Each model corresponds to a different variant of the dependent variable. The omitted variant is a 

reference category. The parameter estimates are obtained using the maximum likelihood estimation 

method. As our study focuses on the situation of the elderly, the model is estimated solely for the joint 

sample consisting of elderly households from 12 countries under investigation. We use weighted data 

as in the case of the previous analyses. 

In our model, the dependent variable is household status with reference to economic well-being, 

which is equivalent to the household position in the income-assets matrix (see Table 1). This is a nine-

category nominal variable, and as such, a total of eight models are estimated. The reference category 

is the central one, i.e. medium-income/medium assets.  

Our key explanatory variable is homeownership, a binary variable informing whether the household’s 

main residence is owned, regardless of the form (outright or with a mortgage). Additionally, the set of 

explanatory variables includes information about household characteristics to account for the sample 

heterogeneity. We control for the age, education, and gender of the household head, as well as 

distinguish between single and coupled households (living with a partner variable). These are typical 

socio-demographic factors influencing saving behaviour. We do not include monetary income as 

a predictor as it is already incorporated in the dependent variable. However, a dummy variable labour 

income is covered in the set of explanatory variables to account for households active in the labour 

market, which—as we expect—positively influences the welfare position of the elderly. A series of 

country dummy variables is also added to control for country-specific differences. 
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Table 3. Multinomial logistic regression estimates 

 Income-poor/asset-poor Income-poor/asset-medium Income-poor/asset-rich Income-medium/asset-poor 

  B Exp(B) Sig. B Exp(B) Sig. B Exp(B) Sig. B Exp(B) Sig. 

Intercept 2.051   0.000 -2.043   0.000 -4.668   0.000 1.244   0.000 

age -0.019 0.981 0.000 0.010 1.010 0.019 0.030 1.030 0.000 0.004 1.004 0.312 

gender (1=female) 0.201 1.223 0.003 0.394 1.482 0.000 0.220 1.246 0.006 0.025 1.025 0.640 

living with a partner 
(dummy) 

-1.989 0.137 0.000 -1.202 0.301 0.000 -0.664 0.515 0.000 -0.754 0.471 0.000 

homeownership (dummy) -3.826 0.022 0.000 0.598 1.819 0.000 2.159 8.659 0.000 -3.791 0.023 0.000 

labour income (dummy) -1.588 0.204 0.000 -1.879 0.153 0.000 -1.032 0.356 0.000 -0.157 0.855 0.111 

education: low 1.509 4.520 0.000 0.632 1.881 0.000 -0.117 0.889 0.275 0.712 2.037 0.000 

education: medium 0.156 1.169 0.150 0.010 1.010 0.921 -0.553 0.575 0.000 0.295 1.344 0.001 

education: high (ref)               

country: Austria -0.587 0.556 0.000 -0.745 0.475 0.000 0.070 1.072 0.679 -0.049 0.953 0.703 

country: Germany -0.120 0.887 0.432 -1.237 0.290 0.000 0.132 1.141 0.396 0.037 1.038 0.772 

country: Estonia 3.263 26.128 0.000 1.469 4.345 0.000 1.102 3.009 0.000 1.263 3.536 0.000 

country: Spain -1.208 0.299 0.000 -1.632 0.195 0.000 -2.499 0.082 0.000 0.019 1.019 0.888 

country: Finland -0.873 0.418 0.000 -0.750 0.472 0.000 -1.089 0.336 0.000 -0.076 0.926 0.572 

country: Greece -0.549 0.578 0.001 -2.280 0.102 0.000 -4.003 0.018 0.000 0.432 1.541 0.001 

country: Italy -0.332 0.718 0.029 -1.532 0.216 0.000 -2.730 0.065 0.000 0.228 1.256 0.075 

country: Luxembourg -0.064 0.938 0.718 -0.912 0.402 0.000 -2.182 0.113 0.000 -0.417 0.659 0.009 

country: Norway -0.838 0.432 0.000 -0.672 0.511 0.000 -0.307 0.736 0.060 -0.939 0.391 0.000 

country: Slovenia 1.506 4.510 0.000 0.118 1.125 0.307 -0.872 0.418 0.000 0.597 1.817 0.000 

country: Slovakia 1.237 3.444 0.000 -0.974 0.378 0.000 -3.507 0.030 0.000 0.901 2.463 0.000 

country: United Kingdom 
(ref) 
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Table 3. (continued) 

 Income-medium/asset-rich Income-rich/asset-poor Income-rich/asset-medium Income-rich/asset-rich 

  B Exp(B) Sig. B Exp(B) Sig. B Exp(B) Sig. B Exp(B) Sig. 

Intercept -1.172   0.000 -2.253   0.049 0.783   0.253 0.847   0.021 

age 0.008 1.008 0.011 0.019 1.019 0.175 -0.029 0.971 0.000 -0.023 0.977 0.000 

gender (1=female) -0.037 0.964 0.373 -0.456 0.634 0.016 -0.235 0.791 0.028 -0.325 0.723 0.000 

living with a partner 
(dummy) 

0.676 1.965 0.000 -0.834 0.434 0.000 -0.160 0.853 0.144 0.911 2.487 0.000 

homeownership (dummy) 2.030 7.616 0.000 -3.178 0.042 0.000 -0.845 0.429 0.000 1.732 5.652 0.000 

labour income (dummy) 0.132 1.142 0.044 1.843 6.316 0.000 1.782 5.939 0.000 1.370 3.936 0.000 

education: low -1.286 0.276 0.000 -3.000 0.050 0.000 -2.372 0.093 0.000 -3.827 0.022 0.000 

education: medium -0.691 0.501 0.000 -1.759 0.172 0.000 -1.566 0.209 0.000 -1.971 0.139 0.000 

education: high (ref)               

country: Austria 0.726 2.066 0.000 0.837 2.310 0.125 1.478 4.385 0.000 1.262 3.534 0.000 

country: Germany 0.698 2.010 0.000 -0.294 0.745 0.588 -0.418 0.659 0.264 0.240 1.271 0.065 

country: Estonia -0.763 0.466 0.000 -1.050 0.350 0.297 0.702 2.018 0.031 -1.666 0.189 0.000 

country: Spain -0.674 0.510 0.000 1.378 3.968 0.015 1.933 6.911 0.000 0.945 2.574 0.000 

country: Finland 0.076 1.079 0.390 -0.148 0.863 0.807 -0.558 0.572 0.146 -0.381 0.683 0.003 

country: Greece -1.362 0.256 0.000 2.192 8.954 0.000 1.519 4.566 0.000 -0.138 0.871 0.276 

country: Italy -0.808 0.446 0.000 2.763 15.847 0.000 2.028 7.600 0.000 1.016 2.762 0.000 

country: Luxembourg -0.485 0.616 0.000 0.411 1.508 0.562 1.470 4.347 0.000 0.340 1.405 0.006 

country: Norway 0.575 1.778 0.000 -0.572 0.564 0.354 -0.615 0.541 0.128 -0.488 0.614 0.001 

country: Slovenia -1.400 0.247 0.000 0.888 2.430 0.152 0.945 2.573 0.002 -1.522 0.218 0.000 

country: Slovakia -2.293 0.101 0.000 0.038 1.039 0.959 -1.177 0.308 0.006 -3.963 0.019 0.000 

country: United Kingdom 
(ref) 
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Table 3 presents the model estimates. In all eight models, the coefficients corresponding to the 

homeownership variable are statistically significant. As compared to the middle financial well-being 

category (income-medium/asset medium), older homeowners are less likely to have the status of the 

income-poor/asset-poor, income-medium/asset-poor, income-rich/asset-poor or income-rich/asset 

medium. In the case of the remaining categories, i.e. income-poor/asset-medium, income-poor/asset-

rich, income-medium/asset-rich and income-rich/asset-rich, the odds for homeowners to be classified 

in them are greater. This generally confirms the positive relationship between homeownership and 

welfare status; however, this status is driven by greater wealth rather than higher income.  

In the case of control variables representing household socio-demographic characteristics, the results 

are mostly as expected. The education of the household head is generally a significant predictor when 

it comes to the classification in almost all categories (only two parameters are statistically 

insignificant). The signs of the parameters imply that better-educated individuals are more likely to 

perform better in terms of economic well-being as compared to the middle category. Generally, similar 

conclusions can be drawn with reference to the gender variable, which is also significant in six models 

out of eight. However, female households are less likely to be classified in the categories associated 

with the income higher than 150% of the population median i.e. income-rich/asset-poor, income-

rich/asset-medium, and income-rich/asset-rich. A quite reversed result is obtained for the living with a 

partner variable. As regards individuals still active in the labour market, one may conclude that their 

financial situation is generally above average, both in terms of assets and income. 

 

Concluding discussion 

With the declining pension adequacy due to population ageing, the developed countries see increased 

concerns about the economic well-being of the elderly households, which are more vulnerable to the 

poverty risk. Subsequently, as discussed in the Introduction, homeownership rates in this group are 

greater than in the younger cohorts. This encourages the discussion on the actual potential of housing 

wealth to complement the income in old age.  

This paper aims to identify the existing patterns in terms of income and wealth package with reference 

to the elderly households, as well as to examine the role of housing in shaping their economic position 

in society. Our approach assumes that income, and specifically the fact of being below or above the 

monetary poverty threshold, does not comprehensively reflect the welfare of the elderly. Therefore, 

we combine both current income and wealth accumulated by households. Our approach accounts for 

different perspectives. First, the paper includes cross-country comparisons. Second, intergenerational 

comparisons are also incorporated. We also estimate macro-level country statistics, as well as refer to 

a household level to ensure a more comprehensive outlook. 

To address the question of how common the phenomenon of ‘income-rich, asset-poor’ elderly 

households is and which categories of income and welfare packages prevail, we adopted the relative 

measurement referring to the average level expressed by country population medians. Our results 

imply that the scale of ‘income-rich, asset-poor’ elderly households is relatively small, amounting to 

an average of 4% for all countries studied. Nonetheless, there are considerable country-specific 

differences in this respect, with the maximum value of 14% reported for Estonia. When the younger 

generation is analysed, the income-poor and asset-rich households account for an average of 2% of 

the non-elderly households across the 12 countries, which is twice smaller than in the case of the 

elderly. This is quite natural due to the unpaid mortgage which diminishes net housing wealth in the 

younger cohorts. In a simplified approach considering income levels and wealth levels independently, 
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we can also observe that there are more income-poor elderly households and asset-rich elderly 

households than non-elderly ones.  

Nevertheless, the category of income-poor/asset-rich elderly households constitutes a target group 

for different strategies aimed at unlocking home equity to improve their financial well-being in old age. 

The share of elderly households falling into this category is quite narrow, which is even more striking 

when we take into account that our income threshold (50% of the total population median income) to 

classify a household as income-poor is relatively high as compared to other thresholds commonly 

applied as relative poverty lines, i.e. 30% or 40% (Förster and D’Ercole, 2012). In general, it can be 

concluded that most elderly households report a medium income level, i.e. ranging from 50% to 150% 

of the total population median income, and at the same time hold wealth that can also be regarded as 

medium or high (above 150% of the total population median net wealth). 

Our analysis puts a special emphasis on the role of homeownership. When the country level of 

aggregation is adopted, we can observe that in the case of most countries studied, higher 

homeownership rates among elderly households, as compared to non-elderly households, are not 

accompanied by proportionally greater household wealth, even though the non-elderly are 

additionally burdened by the mortgage debt. This may be explained by the relatively high 

homeownership rates in 10 out of 12 countries studied—especially among the elderly population—

which is also associated with the significance of owning a home for wealth distribution. Namely, if 

homeownership is universal or close to universal in a given country, then the sole fact of being 

a homeowner has a lesser impact on the position of a household in terms of wealth distribution. It is 

determined to a greater extent by such factors as the value of a home (housing wealth) or other 

financial and non-financial assets owned. In countries where homeownership is not common, the fact 

of being a homeowner should have a greater significance for the wealth stock. Such results correspond 

well with findings presented by Dewilde and Raeymaeckers (2008) who prove that the poverty-

reducing effect of being a homeowner tends to decrease with high homeownership.  

Nevertheless, we also observe some inconsistency between results reported for the macro-level and 

the micro-level. In the multivariate analysis conducted for the household level of aggregation and 

comprising logit regression, we find some evidence for a positive relationship between tenure and the 

household situation in terms of income and wealth package. When controlling for socio-demographic 

household characteristics, being a homeowner is associated with a smaller likelihood of being in a poor 

economic position relative to the total population. The results also imply that homeownership 

contributes most notably to the improvement in terms of the position related to the accumulated 

wealth. In this regard, to some extent they contradict the findings resulting from the analyses 

conducted for the country level. However, one must bear in mind that aggregation alters the 

perspective and the point of reference. This is also a premise to explore this phenomenon in further 

studies. 
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Appendix 1 

 

 

 

Figure A1. Distribution of income and wealth across elderly households – country profiles 

Source: own calculations based on LWS dataset 
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Figure A1. (continued) 

Source: own calculations based on LWS dataset 
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