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Abstract
The accumulation of wealth by households is an essential contributor towards macroeconomic and financial stability and 
resilience, while also affecting social mobility. The aim of this paper is to analyze the relationship between household wealth 
and the receipt of inheritances and intergenerational transfers. We use detailed micro-level data from the 2017 vintage of the 
Household Finance and Consumption Survey (HFCS) for households across the Euro Area in order to explore this relation-
ship in detail, analyzing various classes of assets and liabilities, together with inflows of inheritances and gifts between 2014 
and 2017, as well as any associated wealth effects. The results show that inheritance flows are positively and significantly-
associated with net overall household wealth, primarily via increases in the value of liquid assets like publicly-traded shares 
and the value of existing self-employment business, while reducing mortgage debt, particularly outstanding loans related 
to the household’s main residence. We find no evidence of any wealth effects from inheritances in terms of increased con-
sumption expenditure, leisure spending or motor vehicle ownership. These findings collectively suggest that households 
anticipated the bequests received, with behavior in line with predictions emanating from standard rational expectations life 
cycle income hypothesis models.
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Introduction

The accumulation of wealth and capital by households has 
emerged as one of the key economic issues in the post-Great 
Recession era, assuming greater relevance than ever before 
(Piketty & Zucman, 2014). Household wealth is crucial 
for financial stability (e.g., Barrell et al., 2006), particu-
larly given the sluggish nature of wage growth over the last 
decade across most developed countries (Bell & Blanch-
flower, 2018). In addition, wealth accumulation can lead to 
increased social mobility (Quadrini, 2000), particularly if 
the average returns from capital are high relative to growth 
in income. Household wealth is also an important contribu-
tor to macroeconomic resilience within a country, in terms of 
the ability to cope with negative income shocks and periods 

of unemployment, although the level of private indebtedness 
may exacerbate exposure to downturns if they result from (or 
are accompanied by) a financial crisis (Garcia-Macia, 2021). 
Within the context of a global economy that has only started 
to emerge from the ravages of the Great Recession, and that 
must now contend with the unique challenges posed by the 
COVID-19 pandemic, the importance of fostering macro-
economic resilience cannot be understated, a fact explicitly 
acknowledged by the European Commission in its proposed 
recovery plan Next Generation EU (EC, 2020). Therefore, 
wealth accumulation by households can play a critical role 
in expediting economic recovery in these circumstances 
(Emmons & Ricketts, 2015), provided that such wealth is 
not acquired through elevated levels of debt.

Key to the debate surrounding household wealth is the 
issue of inheritance and intergenerational asset transfers. 
Bequests have long been identified as an important source 
of wealth for households (Gale & Scholz, 1994; Mathä et al., 
2017; Semyonov & Lewin-Epstein, 2013), with recent evi-
dence suggesting that such transfers are even more important 
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than income in determining wealth accumulation (Humer 
et al., 2016). The conversation on bequest transfers invari-
ably includes the somewhat controversial debate on inher-
itance taxes and the potential efficiency-equity trade-off. 
On the one hand, some (e.g., Piketty & Saez, 2013) found 
that the optimal level of inheritance taxation is positive 
and, in some cases, potentially as high as 50–60%, due to 
its redistributive benefits. On the other hand, others (e.g. 
Elinder et al., 2018) found that inheritance taxes may actu-
ally increase relative wealth inequality, given that inherit-
ances actually reduce wealth inequality in the first place due 
to their larger relative impact on less wealthy heirs (pre-
inheritance), although redistributive transfers may mitigate 
this effect. In addition, bequests have also been studied in 
terms of their size and impact across different demographic 
groups. For example, Deere and León (2003) found that men 
are more likely to receive inheritances than their female sib-
lings or relatives, which in turn perpetuates existing gender 
inequalities across Latin America. Similarly, Ashman and 
Neumuller (2020) found that, across the U.S., bequests and 
intergenerational transfers account for 28.6% and 25.8% of 
the total wealth gap between Black and White households, 
collectively exceeding the proportion due to differences in 
earnings.

This paper looks at the empirical relationship between 
intergenerational transfers and household wealth. We use 
micro-level data from the third wave of the European Cen-
tral Bank (ECB)’s Household Finance and Consumption 
Survey (HFCS), conducted across Euro Area countries in 
2017, thus enabling us to delve into detailed information 
regarding wealth and debt accumulation across a variety of 
asset classes, as well as data on recent gifts and transfers 
received, while controlling for several idiosyncratic house-
hold characteristics.

Literature Review

This paper fits in with the well-established literature on 
wealth accumulation and bequest motives. The canonical 
view in this regard follows directly from the seminal life-
cycle hypothesis of consumption postulated by Modigliani 
(1966), whereby wealth accumulation occurs as a result of 
an individual desire for consumption smoothing over their 
lifetime. Thus, under this view individuals accumulate 
wealth for the sole purpose of using these resources to fund 
consumption spending when incomes are low—namely at a 
young age and after retirement. Since then, a lively debate 
has ensued regarding the key determinants of wealth accu-
mulation, including earnings (Turner & Luea, 2009), health 
shocks and credit market imperfections (Jappelli & Pista-
ferri, 2000) and precautionary savings (Cagetti, 2003) due 
to uncertainties regarding income or future earnings. These 

determinants also include a variety of bequest motives, 
related to factors like altruism or concern for future genera-
tions (Laitner, 2002; Wilhelm, 1996), as well as strategic 
or exchange bequests whereby inheritance is seen as effec-
tive payment for services rendered by beneficiaries, like for 
example old-age care (Bernheim et al., 1986).

In this paper, we argue that bequests and inheritance 
received by beneficiaries are a key determinant of their abil-
ity to accumulate wealth in the first place, both directly in 
terms of providing assets like property, cash, etc., but also 
by enabling beneficiaries to utilise such assets to generate 
further earnings via investment, interest and collateral, while 
also potentially reducing debt obligations. In this regard, the 
literature on the impact of bequests on beneficiary behaviour 
is somewhat mixed. Authors like Holtz-Eakin et al. (1994) 
and Blanchflower and Oswald (1998) found that bequests 
stimulate entrepreneurship, and also increase the likelihood 
that a business continues to operate, with improved overall 
performance. More specifically, Hurst and Lusardi (2004) 
argued that the channels through which inheritances impact 
entrepreneurial activity go beyond liquidity constraints, 
encompassing several factors like household human capi-
tal, entrepreneurial spirit, past success and preferences, 
particularly since wealthier households are more likely to 
receive inheritances. One issue that must be addressed is 
the extent to which such inheritances are expected or not by 
the recipient, since this can have a significant impact on the 
ways in which households utilize these windfalls in terms 
of either investing or consumption expenditure (Browning 
et al., 2013). For example, Druedahl and Martinello (2020) 
found that recipients of unexpected inheritances reduce their 
saving tendencies over the subsequent decade following the 
windfall gain, with net wealth reverting back to its previ-
ous path prior to the windfall as inheritances are depleted. 
Similarly, Cagetti and De Nardi (2006) found that while 
voluntary or planned bequests are key to lifting borrowing 
constraints, facilitating entrepreneurial behaviour, acciden-
tal bequests lead to less wealth concentration and aggregate 
capital. This tallies with Cox (2014), who found that while 
planned inheritances lead to lower liquidity constraints and 
may boost labour supply, unanticipated bequests increase the 
chance of retirement, even among those who are in the prime 
of their working life, as the unexpected windfall acts as a 
disincentive to work. Therefore, this paper fits in with this 
literature by directly considering the extent to which inherit-
ances are related to wealth accumulation. The structure of 
the HFCS data also allowed us to capture credit constraints 
separately from inheritances, thus enabling us to focus on 
the impact of other factors related to inheritances on wealth 
accumulation, as mentioned by Hurst and Lusardi (2004). In 
addition, we also considered different types of wealth (e.g., 
real estate, financial assets, business assets), since inherit-
ances can affect wealth accumulation differently according 
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to the type of asset under consideration. Thirdly, we also 
accounted for the issue of expected and unexpected bequests 
by utilizing inheritance flows between two waves of the 
HFCS (as described below) in order to minimize any tim-
ing issues, while also controlling for the number of house-
hold inhabitants aged 65 and over as a proxy for anticipated 
bequests.

Although the bulk of the bequest literature is concerned 
with the impact of inheritance on factors like capital accu-
mulation, inequality, entrepreneurship and labour market 
choices, this paper considered a broader set of potential out-
comes by also analysing potential wealth effects emanating 
from bequests, and their impact on consumption behaviour. 
The literature on wealth effects is varied, with different types 
of wealth exerting different levels of influence on consump-
tion patterns. For example, across a panel of 14 countries 
and U.S. states, Case et al. (2005) found that while increases 
in the value of stock market assets has limited impact on 
consumption, higher property prices have significant wealth 
effects in terms of stimulating consumption, with the latter 
also reported in Cheng and Fung (2008) for Hong Kong. By 
contrast, Sousa (2009) reported significant and large wealth 
effects for financial assets like currency and deposits, shares 
and mutual funds, and negligible wealth effects for hous-
ing, within the Euro Area. Given that bequests can come 
in a variety of forms, namely financial or non-financial, 
and anticipated or unanticipated, the likely impact of such 
inheritance on consumption and thus any potential wealth 
effects are a priori ambiguous at best. For example, using 
survey data in the US, Zagorsky (2013) found that almost 
half of all wealth inherited is saved, with the rest either spent 
on consumption expenditure or lost through investments. 
Similar results are reported by Chambers et al. (2017), who 
found that people spend a higher proportion of inheritances 
than money received from bonuses, tax refunds, suggesting 
that windfall gains are spent more readily in line with the 
so-called house money effect (Thaler & Johnson, 1990). Our 
paper contributes to the literature on wealth effects from 
inheritance directly, by also considering which types of 
assets are related to increased inheritances, thereby isolat-
ing individual channels through which wealth effects may 
exist or not, while also attempting to control for anticipated 
and unanticipated bequests. We also looked at different types 
of consumption behavior across various spending classes 
in order to tease out more specific potential wealth effects.

Method

Econometric Models

We now specify the empirical models which shall be used 
in this paper, in order to capture the relationship between 

individual bequests and various outcomes of interest, in par-
ticular wealth accumulation. In broad terms, the regression 
equations estimated in this paper can be specified as follows:

where Yi = Dependent variable of choice, namely Net 
Wealth; Net Housing Wealth; Net Liquid Assets; Expendi-
ture on Consumption Goods and Services; Debt-to-Assets 
Ratio; Value of Main Residence; Value of Real Assets; Value 
of Financial Assets; Value of Business Assets; Outstand-
ing Home Loan Balance, Inheriti = Value of inheritance 
received by respondent i, denoted as the difference in total 
accumulated inheritance in the 2017 HFCS wave relative 
to the 2014 wave, PriorWealthi = Net wealth reported by 
household i in the 2014 HFCS wave, Incomei = Household 
annual income, Crediti = Dummy variable denoting whether 
the household is credit constrained or not, 65Plusi = Number 
of individuals aged 65 and over living within household i in 
the 2014 HFCS wave, Compositioni = Change in number 
of inhabitants within household i in the 2017 HFCS wave 
relative to 2014, EconActivei = Number of economically-
active household members in household i, Kidsi = Number 
of children residing in household i, Educi = Educational 
background of head of household i, Agei = Age of head 
of household i, Malei = Dummy variable denoting whether 
head of household i is male or not, �i = Country-specific 
fixed effects related to each household i, �i = Residual term.

Description of Data and Estimation Techniques

We estimated Eq. (1) across several different dependent 
variables using data from the 2017 wave of the Household 
Finance and Consumption Survey (HFCS). The HFCS is 
a wide-ranging survey designed by the European Central 
Bank (ECB) in 2010 and conducted across all 18 Euro Area 
countries plus Poland and Hungary, and seeks to understand 
the economic and financial behavior of households across 
Europe, including asset and liability accumulation, income 
as well as consumption expenditure (HFCN, 2020). In total 
approximately 84,000 interviews were conducted as part of 
the 2017 wave, making it one of the most comprehensive 
and largest surveys on household finances in the world, 
both in terms of size and scope of coverage. Apart from the 
results pertaining to each specific survey wave, the HFCS 
also contains a panel of households across select countries in 
order to gauge movements in household wealth, finances and 
expenditure over time, across different waves of the survey. 
Nonetheless, a key shortcoming of the HFCS is that, like 
most surveys of its kind, it relies on self-reported wealth, 

(1)

Yi = �0 + �1Inheriti + �2PriorWealthi + �3Incomei + �4Crediti

+ �5Over65i + �6Compositioni + �7EconActivei + �8Kidsi

+ �9Educi + �10Agei + �11Malei + �i + �i
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income and consumption by individuals representing their 
households. The validity of self-reported measures of finan-
cial variables like income have long been questioned (e.g., 
Rodgers et al., 1993), with such problems exacerbated when 
it comes to the reporting of illegal earnings (Anglin et al., 
1993) which may be more prevalent in certain countries or 
territories, although more recent literature has expressed 
greater confidence in the overall validity and reliability of 
self-reported income for both legal and illegal channels 
(Angrist & Krueger, 1999; Nguyen & Loughran, 2017).

In this paper, we considered a number of different 
dependent variables in order to obtain a more comprehensive 
picture of the relationship between inheritance and house-
hold wealth. We first considered net wealth in its totality, 
representing total assets less liabilities, to assess the over-
all state of households’ financial position. We then broke it 
down into a number of key components across both assets 
and liabilities, including real estate, financial and liquid 
assets, business assets, personal debt and outstanding mort-
gages for property owners, as depicted in Fig. 1. The aim 
was to understand how inheritances related to each of these 
classes of assets and liabilities, and the extent to which such 
bequests affected the composition and structure of house-
hold wealth, thus enabling us to analyse specific findings 
from the literature discussed earlier. We also considered 
whether inheritances lead to higher consumption expendi-
ture among recipient households, in order to understand how 
such inflows affected material standards of living and any 
wealth effects emanating from such transfers.

Our explanatory variable of interest is the value of inher-
itances received by households between the 2014 and 2017 
waves of the HFCS. Each wave of the HFCS contains a 

specific set of questions on the total value of gifts or inher-
itances ever received by each respondent household, with 
further questions related to the type of gift or inheritance. 
Figure 2 below shows the composition of total inheritances 
received by our sample of respondents. As shown below, the 
vast majority of inheritances received as at the 2017 HFCS 
wave were in the form of money (41%), followed by dwell-
ings (26%) and land (14%).

Although the aggregate value of inheritance or gifts 
received over the course of a lifetime is an interesting met-
ric, the overwhelming evidence from the inequality literature 
suggests that wealthier individuals and households receive 
higher levels of intergenerational transfers and inheritances 
over their lifetime, exacerbating wealth inequality further 
(e.g., Piketty & Zucman, 2015). In practical terms, this rela-
tionship creates an endogeneity issue since reverse causality 
would have been present between several of our dependent 
variables and our key explanatory variable, which would 
have biased our results and called into question the reliabil-
ity of any inferences. Therefore, in this paper we exploited 
the panel nature of the HFCS data to calculate the change in 
the value of inheritances across the 2014 and 2017 survey 
waves for each household:

The rationale behind using this variable is to capture 
any recent movements in inheritances or intergenera-
tional gifts received by households, and thus how such 
movements influenced asset and wealth accumulation 
and consumption, with the timing of such receipts being 
relatively random since they would have largely depended 
on family deaths or arbitrary transfers, independent from 

inheriti = value of inheritancesi,2017 − value of inheritancesi,2014

NET 
WEALTH

Assets

Real Estate

Financial

Business

Liabili�es

Mortgages

Personal 
Debt

Wealth 
Effects

Fig. 1  Household assets and liabilities analyzed in this paper

Money
41%

Dwelling
26%

Land
14%

Use of Dwelling
5%

Securi�es, Shares
4%

Life Insurance
4%

Other
6%

Fig. 2  Total inheritances received by type (Source: HFCS, 2020)
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the recipient’s level of initial wealth. This, together with 
the various control variables employed (including prior 
wealth and household income), enabled us to mitigate the 
effects of endogeneity in order to focus on the relation-
ship between inheritances and wealth. It also allowed us to 
analyze the recipients’ relatively immediate reaction to a 
recent windfall gain in terms of their spending and saving 
patterns, as opposed to how the accumulation of inherit-
ances over their lifetime contributed towards household 
wealth.

In addition to inheritances, we also included a large 
number of control variables in order to further assess 
the determinants of household wealth accumulation and 
probe various potential channels through which bequests 
may have operated as promulgated by the literature. We 
included net wealth in the previous (2014) wave of the 
HFCS and household annual income in order to control for 
the possibility that wealthier and/or high-income house-
holds were more likely to receive higher-valued inherit-
ances between 2014 and 2017. We included a dummy vari-
able denoting whether the household is credit constrained 
or not, to specifically control for the possibility that 
bequests may have alleviated credit and income constraints 
and lead to higher wealth accumulation, as discussed by 
Cagetti and De Nardi (2006). We also included two house-
hold-specific demographic characteristics related to the 
number of economically-active members of the household, 
the number of children and the change in household com-
position between 2014 and 2017, which may have affected 
both the receipt of bequests and the households’ ability to 
accumulate wealth, as well as a number of respondent-spe-
cific characteristics, namely gender, age and educational 
background. Furthermore, we included the number of 
inhabitants aged 65 and over residing within each house-
hold (excluding the respondent) during the 2014 wave of 
the HFCS as an additional control. This was done in order 
to further address the issue related to the timing of inherit-
ances, since households with older inhabitants were more 
likely to expect to receive an inheritance within the short 
to medium term due to deaths, thus further enabling us 
to control for expected bequests. Detailed descriptions of 
each variable are provided in Table 1, with summary sta-
tistics shown in Table 2.

All econometric models in this paper were estimated 
using Ordinary Least Squares (OLS), with White robust 
standard errors employed to account for heteroskedasticity 
across households. We also included country fixed effects 
in all of our regressions, to account for country-specific idi-
osyncrasies and factors that may have influenced both house-
hold wealth as well as the extent of inheritance transfers, like 
for example inheritance tax systems. Accounting for missing 
data and other omissions, our final dataset included 19,069 
observations across ten (10) Euro Area countries, namely 

Belgium, Cyprus, Germany, Estonia, Finland, France, Italy, 
Latvia, Malta and Slovakia. A breakdown of the number of 
respondents by country is provided in Fig. 3.

Analysis

Net Wealth

We begin by looking at the relationship between inher-
itance flows and net wealth. The regression results are 
shown in Table 3, where column (1) shows the coeffi-
cients obtained when using household net wealth as the 
dependent variable, and column (2) shows the results 
when utilizing the respondents’ relative wealth position 
within the country. As seen in column (1), the key explana-
tory variables for net wealth were inheritance flows and 
prior net wealth. The coefficient obtained for inheritance 
indicated that on average, every additional Euro inher-
ited or received as a gift between 2014 and 2017 boosted 
household net wealth of the recipient by around 0.56 Euro. 
Therefore, it is clear that inheritances and gifts contributed 
towards higher levels of net wealth in the Euro Area, either 
through increased asset holdings of some kind or else via 
reduced liabilities. It is worth bearing in mind that this 
finding has been obtained while controlling both for coun-
try-specific fixed effects as well as a proxy for expected 
inheritances, meaning that even when such bequests were 
unanticipated (at least from a timing perspective), this still 
translated into a rise in net wealth, at least in the short run. 
We also found that net wealth in 2017 is positively and sig-
nificantly-related to net wealth in 2014, suggesting some 
level of persistence in household wealth, as expected.

It is also worth delving into the oft-discussed issue of 
wealth inequality, and more specifically how inheritances 
contributed towards exacerbating or reducing such dis-
parities across households by facilitating upward mobility 
along the wealth distribution. To this end, we compared 
net wealth of each household to the average net wealth 
within the household’s country of residence in both 2014 
and 2017, and noted whether each household was above 
or below their country mean. We then assessed whether 
each household had moved above the country average net 
wealth in 2017 compared to 2014 (1), moved below the 
mean (− 1), or remained unchanged (0), and constructed 
a new variable on this basis, which we utilized as our 
dependent variable in column (2). As seen below, inherit-
ance flows had no impact on relative household wealth, 
indicating that such transfers were not sufficient to raise 
households above the average net wealth within their 
country, mainly since such receipts boosted net wealth 
across the entire distribution, thereby also raising the 
average. Thus, bequests only served to perpetuate existing 
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inequalities across the Euro Area, in line with other find-
ings in the literature (e.g., Piketty & Saez, 2013). We also 
found that households with higher levels of net wealth in 
2014 were marginally less-likely to record an improvement 
in relative wealth position, which was wholly understand-
able given that they would already have been above the 
country mean wealth. Higher incomes were in turn asso-
ciated with relative wealth improvements, although this 
relationship was quantitatively very weak as observed by 
the coefficient obtained. By contrast, age was negatively-
correlated with relative wealth improvements, indicating 
that younger respondents were more likely to move above 
their country-specific net wealth while older people were 
more likely to dip below it, reflecting life cycle consump-
tion and savings patterns.

Household Assets

Given that inheritance transfers had a significant impact on 
net wealth accumulation, we now considered the channels 
through which this effect existed. We looked at different 
classes of household assets as determined within the HFCS, 
namely real estate, financial assets and business assets. Real 
estate mainly includes the value of the household’s main 
residence (provided that the household actually owns or 
partially-owns the property), together with the value of other 
real estate holdings as reported (excluding real estate used in 
business). Financial assets include the sum of all household 
deposits, mutual funds, bonds, shares and equity (excluding 
shares in self-employment businesses), life insurance and 
other financial assets. Finally, business assets incorporate the 
value of self-employment businesses together with the value 
of real estate used in business activities. Each class of assets 

Table 1  Description of variables and sources

Variable Description of variable Source

Net wealth Total household assets less liabilities outstanding (Euro) HFCS (2020)
Real estate assets Total value of real estate held by households, excluding business property (Euro) HFCS (2020)
Financial assets Total value of financial assets held by households, including deposits, mutual funds, bonds, 

publicly-listed shares, non-self-employment private business shares, life insurance and other 
assets (Euro)

HFCS (2020)

Business assets Total value of self-employment private business assets, including property used for business 
activities (Euro)

HFCS (2020)

Mortgages Total value of debt outstanding related to non-business properties held by households (Euro) HFCS (2020)
Personal debt Total value of personal debt held by households, including credit lines, overdrafts, credit card 

debt, personal loans and other non-collateralized debt (Euro)
HFCS (2020)

Consumption expenditure Annual household expenditure on consumer goods and services (Euro) HFCS (2020)
Trips and holidays Annual household expenditure trips and holidays (Euro) HFCS (2020)
Value of motor vehicles Total value of motor vehicles held by households (Euro) HFCS (2020)
Inheritance flows Value of total accumulated inheritances and gifts in 2017 wave, less value of accumulated 

inheritances in 2014 wave (Euro)
HFCS (2016, 2020)

Net wealth in 2014 Total household assets less liabilities outstanding as reported in the 2014 HFCS wave (Euro) HFCS (2016)
Income Total annual household income (Euro) HFCS (2020)
Credit constrained Dummy variable denoting whether the household has reported one or more credit constraints, 

namely whether they had applied for credit and were turned down, with no successful later 
re-application; applied for credit and were not given as much as applied for; did not apply for 
credit due to perceived credit constraint

HFCS (2020)

65+ in 2014 Number of inhabitants within each household aged 65 and over in the 2014 HFCS wave, 
excluding the head of the household

HFCS (2016)

Change in Household size Change in the number of inhabitants living within each household in the 2017 HFCS wave 
relative to 2014

HFCS (2016, 2020)

Economically-active 
household members

Number of economically-active household members HFCS (2020)

No. of children Number of children residing within the household HFCS (2020)
Educational level Educational background of head of household, ranging from 0 (no formal education or below 

ISCED 1) to 8 (ISCED 8—doctorate or equivalent)
HFCS (2020)

Age Age of head of household HFCS (2020)
Male Dummy variable denoting whether the head of household is male or not HFCS (2020)
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was used as a dependent variable and analyzed separately, 
as shown in Table 4.

We start with real estate holdings (column 1). Inherit-
ance flows were not significantly-related to the value of 
real estate held by households in the Euro Area; indeed, 
inheritance was also unrelated to the likelihood of own-
ing real estate assets or not (these latter results have been 

omitted due to space constraints). This was perhaps some-
what surprising given that dwellings were the second most 
popular type of inheritance or gift received in our sample 
as depicted in Fig. 2, although it is important to note that 
Fig. 2 refers to total accumulated inheritances by house-
holds, whereas our coefficient estimate in Table 4 column 
(1) refers to the flow of inheritances between 2014 and 

Table 2  Summary statistics Variable Mean Standard deviation Minimum Maximum

Dependent variables
 Net wealth 441,361.6 1,593,044 − 2,023,200 92,700,000
 Real estate assets 356,354.4 573,240.5 0 14,000,000
 Financial assets 120,743.6 969,648.4 0 67,700,000
 Business assets 381,577.6 1,986,264 0 83,000,000
 Mortgages 117,824.5 175,371.7 0 3,780,000
 Personal debt 20,093.31 78,237.03 0 2,762,434
 Consumption expenditure 15,462.85 12,527.71 96 274,080
 Trips and holidays 1729.885 3488.877 0 160,000
 Value of motor vehicles 12,388.65 24,656.92 0 1,113,059

Independent variables
 Inheritance flows 12,721.04 229,704.2 − 3,048,980 10,000,000
 Net wealth in 2014 401,283.3 1,182,678 − 452,500 49,900,000
 Income 54,013.49 79,331.19 − 17,300 4,116,900
 Credit constrained 0.047057 0.2117663 0 1
 65+ in 2014 0.0433 0.2141 0 3
 Change in household size − 0.0825 0.6822 − 10 6
 Economically-active house-

hold members
1.082018 0.9985758 0 7

 No. of children 0.314018 0.737303 0 8
 Educational level 3.772877 1.991346 0 8
 Age 58.07749 15.52134 17 85
 Male 0.623997 0.4843935 0 1

Fig. 3  Number of HFCS 
Respondents by Country 
(Source: HFCS, 2020)
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2017. Therefore, the results suggested that over the time 
period under consideration inheritances of property were 
either of comparatively-low value or were overshadowed 
by other asset classes (e.g., money). In addition, it is also 
possible that many respondents who inherited property 
simply sold it off and utilized the proceeds for alternative 
purposes other than real estate investment. As expected, 
both net wealth in 2014 and household income were posi-
tively and significantly correlated with real estate holdings, 
indicating that wealthier households held higher-value real 
estate assets. In addition, the value of real estate assets 
was also positively-related to educational background, 
age and having a male head of household. The finding for 
education further underscores its importance in terms of 
yielding higher household wealth, in this case via prop-
erty, while the positive coefficient for age reflects broad 
trends across Europe and other countries around the world 
regarding higher levels of homeownership among older 

individuals, coupled with typical property valuation trends 
over time, which naturally would favour older respondents 
due to property price inflation (e.g., Andrews & Sánchez, 
2011). Finally, the positive coefficient for our male dummy 
variable indicates that there was a gender property gap in 
the Euro Area, whereby male heads of household on aver-
age owned real estate valued at over 73,569 Euro more 
than their female counterparts, even after controlling for 
inheritances, income and wealth, consistent with other 
findings regarding homeownership and gender (e.g., Gar-
cia & Figueira, 2020).

We now turn to household financial assets (column 2). 
As seen below, inheritance flows were positively and sig-
nificantly correlated with the value of financial assets held 
by households in our Euro Area sample, with each addi-
tional Euro of inheritance associated with an increase in 
financial assets of around 0.47 Euro. In the HFCS, house-
hold financial assets comprise nine main categories, namely 
deposits, mutual funds, bonds, non-self-employment pri-
vate business ownership, publicly-traded shares, managed 
accounts, money owed to households, voluntary pensions 
and whole life insurance schemes and other assets. A deeper 
dive into these results showed that the positive association 
observed between inheritances and financial assets was 
primarily driven by increased holdings of publicly-traded 
shares, excluding any shares in self-employed businesses, 
with each additional Euro inherited related to a 0.51 Euro 
increase in the value of shares. Given that money was the 
single largest source of inheritance among our sample in the 
2017 HFCS, while securities or shares only constituted a 
small fraction of total inheritances (Fig. 2), it is unlikely that 
these results merely reflected a windfall of inherited equity 
that is retained, but rather a more conscious decision to 
invest in shares. These findings are broadly consistent with 
those by Andersen and Nielsen (2011) in Denmark, who 
found that unexpected windfall inheritance results in higher 
stock market participation by households on average, with 
particularly strong effects observed among the top inher-
itance decile, although it is important to note that overall 
most households did not react by participating in the stock 
market, and indeed most equity inherited was sold off. We 
also found that inheritances are positively and significantly-
related with the value of voluntary pensions and life insur-
ance schemes, with every Euro inherited associated with a 
0.17 Euro increase in such holdings. Once again, as seen 
from Fig. 2 inheritances from life insurance policies made 
up a small fraction of total inheritances among our sample 
(4%), implying that the decision to increase pensions and 
life insurance holdings following inheritances was likely a 
deliberate choice by recipients. This finding suggests that 
households that received a bequest in our sample, at least 
partially, adopted a long-term approach to managing these 
gains, motivated either by life-cycle income planning in the 

Table 3  Inheritance transfers and net wealth

Robust standard errors are reported in parentheses
† p < 0.1, **p < 0.05, ***p < 0.01

Explanatory variables (1) (2)
Net wealth Relative 

wealth 
improvement

Inheritance flows 0.5648***
(0.1356)

0.0000
(0.0000)

Net wealth in 2014 0.7256***
(0.2785)

− 0.0000***
(0.0000)

Income 3.9673†

(2.3569)
0.0000***
(0.0000)

Credit constrained − 51,382.29
(42,084.97)

0.0319
(0.0302)

65+ in 2014 − 8987.883
(85,818.15)

− 0.0534†

(0.0302)
Change in household size 144,518.5

(139,784.8)
0.0138
(0.0121)

Economically-active household 
members

71,652.41
(212,256.6)

− 0.0089
(0.0103)

No. of children − 99,296.44
(62,974.99)

− 0.0108
(0.0110)

Educational level 3223.067
(33,558.7)

0.0028
(0.0034)

Age 4610.177
(8632.204)

− 0.0017**
(0.0007)

Male − 33,126.19
(94,097.05)

0.0181
(0.0133)

Constant − 429,277.3
(598,860.5)

0.1236†

(0.0654)
N 2,707 2,707
Country fixed effects Y Y
Adjusted  R2 0.3996 0.015
F-statistic 81.62*** 2.43**
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case of voluntary pensions, or potentially altruistic bequest 
motives in the case of life insurance policies. It is interest-
ing to note that none of the other coefficients obtained were 
statistically-significant, which relates both to the difficulty 
in pinning-down the determinants of household saving (e.g., 
Grigoli et al., 2014) as well as potential issues related to 
disclosure of financial assets within our sample coupled with 
multicollinearity issues that may be particularly pertinent in 
this instance.

Finally, we focus on household business assets related 
to self-employment (i.e. entrepreneurship) and real estate 
holdings in other business activities. Given that many 
respondents in our sample omitted to reply to these ques-
tions, a relatively small final sample was used to estimate 
the regression in column (3), meaning that results must be 
treated with caution due to limited power. Nonetheless, we 
observed that inheritance flows were positively and signifi-
cantly related to the value of business assets held by house-
holds, with each additional Euro of inheritance linked with 
an increase in business assets of over 0.64 Euro. A closer 

inspection of these results showed that this relationship was 
entirely underpinned by the value of self-employment busi-
nesses rather than real estate business holdings, across both 
those who already owned their own business and those who 
did not, thus encouraging new entrepreneurial endeavors. 
Therefore, our findings are consistent with the idea that 
inheritance flows increase both entrepreneurship as well 
as the likelihood that existing businesses continue to oper-
ate and flourish as discussed by the likes of Blanchflower 
and Oswald (1998) and Hurst and Lusardi (2004). Prior 
net wealth was also positively and significantly-correlated 
with business assets, indicating that wealthier households 
also tended to have more valuable businesses, although the 
direction of causality is unclear. We also find that credit con-
strained households had lower-value business assets, which 
is unsurprising since such entrepreneurs would struggle to 
find the necessary financing in order to conduct the neces-
sary investments and expand their business.

Table 4  Inheritance transfers 
and household assets

Robust standard errors are reported in parentheses
† p < 0.1, **p < 0.05, ***p < 0.01

Explanatory variables (1) (2) (3)
Real estate Financial assets Business assets

Inheritance flows 0.1013
(0.0566)

0.4725***
(0.1725)

0.6437**
(0.3040)

Net wealth in 2014 0.1165***
(0.0417)

0.3787†

(0.2077)
0.2090***
(0.0727)

Income 1.5186***
(0.5602)

2.8519
(1.7711)

− 0.2083
(0.7046)

Credit constrained 42,066.9
(34,682.12)

− 5214.123
(32,958.17)

− 172,262.2***
(62,348.99)

65+ in 2014 − 1738.09
(39,688.1)

− 43,218.46
(69,800.01)

− 36,479.69
(118,245.2)

Change in household size − 23,731.86
(23,043.57)

123,088.2
(110,405.1)

61,100.54
(111,394.6)

Economically-active household 
members

− 23,061.46
(17,614.04)

− 10,825.61
(178,559.8)

326,922.7†

(190,935.1)
No. of children 21,214.62

(14,065.67)
− 97,616.61†

(53,744.04)
− 11,587.8
(62,129.33)

Educational level 53,324.31***
(9059.433)

− 23,498.77
(26,318.32)

8063.603
(21,981.89)

Age 4218.659***
(1407.498)

− 2061.136
(8056.949)

1528.657
(6691.443)

Male 73,569.58***
(20,501.1)

− 113,972.4
(94,693.76)

23,119.28
(89,133.35)

Constant − 315,194.0***
(113,820.6)

13,344.28
(541,179.7)

− 653,194.4
(619,909.3)

N 2,403 2,692 482
Country fixed effects Y Y Y
Adjusted  R2 0.3695 0.2167 0.3303
F-statistic 50.6*** 24.63*** 3.54***
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Household Liabilities

The next set of dependent variables to consider are related 
to the value of household liabilities. Once again, given that 
several categories of liabilities exist, we broke these down 
into two specific types, namely mortgages and personal debt. 
Mortgages include any outstanding debt accrued in relation 
to ownership of the main household residence as well as any 
other properties, while personal debt includes other non-
mortgage debt like credit lines, overdrafts, credit card debt, 
personal loans and other non-collateralized debt. The results 
for each specific class of liability are shown in Table 5.

As seen from column (1), inheritance flows were nega-
tively and significantly-related to the value of household 
mortgage debt. The coefficient obtained implies that an 
additional Euro of inheritance was associated with a 0.09 
Euro decline in outstanding mortgage debt, with the vast 
majority of this effect driven by reductions in debt related 
to the main household residence. Therefore, it appears that 

on the liabilities side, households utilized at least part of 
their inheritance receipts to pay-off existing mortgages on 
their home of residence, thus reducing or eliminating a large 
proportion of their debt and associated interest payments. In 
addition, we found that household income and the number 
of economically-active household members were both posi-
tively and significantly-related with mortgage debt, reflect-
ing the fact that higher income households are typically able 
to take out higher home loans when purchasing their main 
residence. We also found that the number of children within 
the household was positively and significantly-correlated 
with mortgage debt, which makes sense given that larger 
households would typically require larger residences. Fur-
thermore, the head of household’s level of education was 
also positively-related to mortgage debt, in line with other 
findings in the literature related to education and an indi-
vidual’s willingness to take on debt (e.g., Almenberg et al., 
2020).

We now turn to personal debt in column (2). As seen 
below, inheritance was not significantly-related to levels of 
personal debt; indeed, inheritance was not associated with 
any of the sub-components of personal debt like credit card 
debt, overdrafts and personal loans. Thus, it appears that 
inheritance receipts were not used to reduce any form of 
non-mortgage personal debt, at least in our sample of Euro 
Area respondents. On the other hand, we found that income 
was positively-correlated with the value of personal debt, 
mirroring broader macroeconomic trends on rising debt 
and income levels in other Western countries (e.g., Debelle, 
2004). In addition, male respondents on average reported 
lower levels of personal debt relative to females, although 
this result was only marginally-significant at the 10% level. 
None of the other explanatory variables yielded statistically-
significant results, once again reflecting the relatively-small 
sample used in the regression due to data omissions.

Wealth Effects

We conclude by looking at any wealth effects emanating 
from these inheritance receipts as promulgated in other 
domains by the likes of Cheng and Fung (2008) and Sousa 
(2009). We considered three dependent variables—overall 
annual household expenditure on consumer goods and ser-
vices, annual expenditure on trips and holidays, in order to 
capture spending on luxuries and leisure activities, and the 
total value of the household’s vehicles, to capture expendi-
ture on conspicuous durable goods.

When it comes to general consumption expenditure, as 
seen in column (1) we found no evidence of any wealth 
effects, with the coefficient on inheritance flows not statis-
tically-significant. Therefore, it does not appear as though 
transfers of gifts or inheritance led to higher consumption 

Table 5  Inheritance transfers and household liabilities

Robust standard errors are reported in parentheses
† p < 0.1, **p < 0.05, ***p < 0.01

Explanatory variables (1) (2)
Mortgages Personal debt

Inheritance flows − 0.0890†

(0.0477)
0.0293
(0.0182)

Net wealth in 2014 0.0003
(0.0032)

0.0000
(0.0045)

Income 0.2274***
(0.0647)

0.2997**
(0.1419)

Credit constrained 14,353.55
(24,304.11)

4696.816
(6552.493)

65+ in 2014 − 10,801.08
(39,549.14)

− 4365.865
(3466.294)

Change in household size − 4571.638
(9349.831)

− 1968.162
(2744.284)

Economically-active household 
members

21,304.31**
(8589.901)

2.6617
(2032.989)

No. of children 15,344.36**
(7288.592)

3758.1
(2566.329)

Educational level 9604.63***
(3186.882)

− 1142.625
(1800.991)

Age 25.3661
(719.0493)

− 182.3851
(140.0588)

Male 413.6411
(12,521.15)

− 5726.067†

(3444.614)
Constant − 75,976.41

(71,943.71)
1285.165
(12,979.04)

N 874 782
Country fixed effects Y Y
Adjusted  R2 0.0738 0.3030
F-statistic 5.09*** 5.55***
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spending in our Euro Area sample overall, in contrast with 
Zagorsky (2013) who reported higher levels of consumption 
in response to inheritances. As expected, consumption was 
positively-related to both household wealth and income, as 
well as the number of inhabitants aged 65+ in 2014, the 
number of economically-active household members and 
the number of children within the household. Furthermore, 
individual factors like education, age and the male dummy 
were all positively and significantly-related to consumption 
spending.

Turning to annual spending on holidays and trips (column 
2), once again we found no statistically-significant coeffi-
cient on inheritance flows, which further points towards the 
absence of any inheritance wealth effects. As before, net 
wealth, income and educational background were all posi-
tively-related to holiday spending, while credit-constrained 
households and those with older heads of household spent 
less on annual trips and holidays on average. Finally, we 
also found no indication of any wealth effects when it comes 
to household expenditure of motor vehicles, as seen from 
column (3), with the coefficient on inheritance not statisti-
cally-significant. Wealthier households tended to have more 
valuable motor vehicles, as did those with male heads of 
household.

Therefore, our econometric results provided no evidence 
of any wealth effects from inheritance flows in our sample, 
both in terms of overall consumption and in terms of more 
specific types of spending like leisure and durable goods. 
This is particularly relevant since as seen from Fig. 2, the 
bulk of inheritances received in our sample were monetary. 
As mentioned earlier, Sousa (2009) found large wealth 
effects for financial assets like currency and deposits, shares 
and mutual funds within the Euro Area, in contrast to our 
results, although in the former case the focus was on the 
appreciation in value of financial assets as opposed to the 
inheritance/gifting of additional assets. Furthermore, our 
findings pertain to the short-run, while in Sousa (2009) the 
highest wealth effects were reported in the long-run, which 
were often substantially-larger than in the short-run.

Discussion

The findings from this paper raise several points of discus-
sion within the scope of the literature. More specifically, the 
results showed that households that received an inheritance 
did not treat it as a typical ‘windfall gain’ as described in 
Chambers et al. (2017) in terms of simply increasing their 
consumption expenditure or reducing their level of saving 
(Druedahl & Martinello, 2020). Rather, we found that recipi-
ent households used the inheritances to invest in publicly-
trades shares, voluntary pensions and life insurance policies, 

as well as existing self-employment businesses, while also 
paying off part of their outstanding debt on residential prop-
erties, with no significant increase in consumption expendi-
ture. Thus, household behavior was very much consistent 
with the standard rational expectations lifecycle income 
hypothesis predictions whereby households were forward-
looking and, in line with Browning et al. (2013), current 
inheritances had already been incorporated as part of the 
households’ lifetime income, implying that such bequests 
were in fact already anticipated to some extent.

When discussing the issue of unexpected versus expected 
inheritances, there are two broad dimensions to consider, 
namely timing and magnitude of receipts. This is because 
while an inheritance may be unexpected in terms of its tim-
ing, due to for example a sudden death of a relative, it is 
entirely plausible that the magnitude or incidence of an 
inheritance is expected by the recipient, and that this forms 
part of his/her long-run wealth and thus lifetime consump-
tion, particularly given that as discussed earlier inherit-
ances are typically received and passed on within wealthy 
households (Elinder et al., 2018). Most of the literature (e.g., 
Andersen & Nielsen, 2011; Druedahl & Martinello, 2020) 
have largely focused on the timing aspect; however, this 
ignores the second dimension of inheritances, namely the 
extent to which recipients expected to receive an inherit-
ance sometime in the future. Our paper broadly follows in 
this general trend within the literature by capturing unex-
pected inheritances from a timing perspective, since it is 
focused on receipts within a specific point in time, which 
are largely random in nature, and controlling for the pres-
ence of inhabitants aged 65 and over within the household. 
However, like the rest of the literature, we are unable to 
distinguish between those who expected to receive an inher-
itance over their lifetime and those who did not. To attempt 
to account for this potential issue, we controlled for net 
household wealth in the previous wave of the HFCS within 
the regression itself, since wealthier households are more 
likely to receive a bequest, and are thus potentially more 
likely to expect a windfall. However, given that wealthier 
households are also more likely to receive an inheritance, 
this variable may prove to be rather weak in terms of actu-
ally controlling for inheritance expectations, especially since 
most bequest recipients in our sample were indeed wealthy 
(inheritance flows and household wealth in 2014 are sig-
nificantly correlated with each other). Therefore, it is plau-
sible that within our sample, households largely expected to 
receive an inheritance at some point in time and, within the 
context of a rational expectations lifecycle framework, had 
already accounted for such inflows when considering their 
lifetime income streams and wealth, thus resulting in higher 
levels of investment once the bequests were realized, and no 
significant increase in consumption expenditure.
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The results that emerge from this paper also have clear 
implications for wealth accumulation and related fiscal poli-
cies. In particular, our results contribute towards the ongoing 
debate surrounding the introduction of some sort of wealth 
or inheritance tax across several countries. On the one hand, 
we found no evidence that inheritances help to reduce wealth 
inequality or promote social mobility across households, 
meaning that taxation on such receipts may help to redress 
any inequities through active redistribution policies and pub-
lic expenditure programs, particularly if these are directed 
towards mobility-enhancing areas like education, which as 
seen from our results was a key driver of mobility. However, 
our results also indicated that inheritances were important in 
promoting greater stock market participation and, crucially, 
investment in entrepreneurial activities, which assist in 
boosting employment and economic growth, given that such 
businesses are the lifeblood of the EU’s economy, account-
ing for 99.8% of all non-financial businesses within the EU 
and 66.6% of employment (European Commission, 2019). 
Furthermore, inheritances also helped to alleviate household 

debt related to property mortgages, which would allow them 
to redirect resources towards other forms of expenditure and 
additional investment, helping to augment wealth further.

Therefore, the argument in favour or against the intro-
duction of an inheritance tax largely hinges on whether the 
existence of such a tax would actively discourage wealth 
generation and in particular investment in business activities 
which are so crucial to EU economic growth. We can inves-
tigate this issue further by looking at the countries within 
our sample in terms of those that already do levy some sort 
of inheritance or gift tax, and which do not, and re-exam-
ining the key statistically-significant relationships derived 
earlier along these lines. In our sample, Germany, France, 
Italy, Belgium and Finland all have some form of inheritance 
or gift tax in place currently (albeit with differing condi-
tions and systems), while Cyprus, Estonia, Latvia, Malta 
and Slovakia currently do not have any inheritance taxes in 
place. We therefore generated a new dummy variable that 
assumes a value of 1 if the respondent in question resided 
within a country that currently has some form of inheritance 

Table 6  Inheritance transfers 
and wealth effects

Robust standard errors are reported in parentheses
**p < 0.05, ***p < 0.01

Explanatory variables (1) (2) (3)
Consumption expenditure Holiday expenditure Value of vehicles

Inheritance flows − 0.0001
(0.0008)

− 0.0002
(0.0005)

0.0016
(0.0036)

Net wealth in 2014 0.0011**
(0.0006)

0.0004***
(0.0002)

0.0016***
(0.0005)

Income 0.0238***
(0.0077)

0.0081***
(0.0032)

0.0141
(0.0098)

Credit constrained − 1003.276
(852.8211)

− 1043.074***
(199.8694)

− 3126.055
(2127.988)

65+ in 2014 2843.366***
(1002.593)

122.7962
(375.7629)

2148.207
(1774.039)

Change in household size − 348.2557
(368.0644)

− 66.9814
(134.9367)

307.3205
(646.3283)

Economically-active house-
hold members

1924.848***
(317.8325)

237.6693**
(103.8353)

355.8436
(685.4159)

No. of children 2133.207***
(399.8)

181.0005
(120.2124)

1376.849
(1351.942)

Educational level 1259.286***
(151.8973)

383.4266***
(49.0547)

426.4639
(297.8327)

Age 105.7256***
(23.9511)

− 15.3412***
(7.2373)

30.6405
(41.0575)

Male 2270.837***
(402.9252)

189.5371
(150.9639)

2867.621**
(1345.598)

Constant − 2722.608
(1965.07)

− 296.0716
(588.6375)

5147.945
(4118.986)

N 2,707 2,707 2,402
Country fixed effects Y Y Y
Adjusted  R2 0.2519 0.2415 0.0293
F-statistic 49.76*** 39.53*** 11.46***
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tax, and 0 otherwise, and interacted this dummy with our 
key variable of interest, namely inheritance flows. We then 
included this interaction term as an additional explanatory 
variable in our regression model specified in Eq. (1), and 
re-ran the regressions that were shown across Tables 3, 4, 
5 and 6 above. We focused solely on those regressions that 
yielded statistically-significant coefficients for our inherit-
ance flows variable. The results are shown below in Table 7, 
where for the sake of conciseness we only show the coef-
ficients obtained for our key variables of interest, although 
each regression contains the entire suite of controls as speci-
fied in Eq. (1).

As shown below, living in a country that has an inher-
itance tax system in place resulted in a stronger relation-
ship between inheritance flows and net wealth (column 1), 
with the slope coefficient obtained on our interaction term 
being both positive and statistically-significant. Subsequent 
analysis revealed that although there were no significant 
differences in terms of asset accumulation across both sets 
of countries, there was a stronger effect of inheritances on 
household property loan reductions among these taxed coun-
tries than there was among the non-tax countries (column 
4). Clearly these results must be prefaced by the fact that our 
sample contains significantly more respondents from inherit-
ance tax countries than non-tax countries, which limits the 
scope of comparison. Nonetheless, our results suggest that 
there is little evidence to support the assertion that inher-
itance taxes limited the scope of wealth generation (via 
asset accumulation or liability reduction) among recipient 
households.

Concluding Remarks

In this paper we sought to understand the impact of 
bequests and inheritances on household wealth. We used 
detailed survey data from the 2017 wave of the ECB’s 

HFCS in order to empirically-estimate the relationship 
between inheritances and household net wealth, as well 
as a wide variety of assets and liabilities. We exploited the 
panel nature of the HFCS in order to derive flows of inher-
itance and gifts across two different waves of the survey, 
in order to mitigate against potential endogeneity issues 
and isolate the flow of inheritance as opposed to stocks. 
We also assessed whether receiving inheritances led to 
any wealth effects among respondents, both in terms of 
overall consumption as well as expenditure on leisure and 
durable goods.

At this point, it is worth pointing out a number of important 
shortcomings related to this paper. Firstly, no attempt has been 
made to tease out causal relationships between inheritances 
and the various classes of household assets, liabilities and con-
sumption expenditures, as was done in other similar papers 
like Andersen and Nielsen (2011) or Druedahl and Martinello 
(2020). Rather, we relied on the panel nature of the dataset in 
order to estimate inheritances and assess their relationship to 
asset, liability and consumption patterns in the latest wave of 
the HFCS, controlling for a wide variety of important factors 
in order to reduce the likelihood of endogeneity. Secondly, 
the relative proximity of the two waves of the HFCS (2014 
and 2017) means that our results must be considered as essen-
tially short-term in nature, with no indication of how wealth 
trajectories and wealth effects may alter in the long run, which 
may differ substantially from what we find (e.g., Sousa, 2009). 
Thirdly, the issue of anticipated and unanticipated inheritances 
from a timing perspective is an important consideration, and 
one that in this paper was dealt with via the construction of 
the inheritance flows variable of interest itself, together with an 
additional control variable for number of inhabitants aged 65 
and over in the prior (2014) wave of the HFCS. Nonetheless, 
it is still entirely possible that the timing of these inheritances 
was still anticipated, since not all bequests are made by elderly 
household members, and moreover we were not able to control 
for the age of the respondents’ parents since such data was not 

Table 7  Inheritance transfers 
and wealth by presence of 
inheritance taxes

Robust standard errors are reported in parentheses
**p < 0.05, ***p < 0.01

Explanatory variables (1) (2) (3) (4)
Net wealth Financial assets Business assets Mortgages

Inheritance flows 0.1440
(0.1004)

0.0666
(0.3354)

0.1320
(0.4692)

0.0218
(0.0274)

Inheritance flows x tax countries 0.4411**
(0.1900)

0.4255
(0.3836)

0.8937
(0.5946)

− 0.1631**
(0.0847)

N 2707 2692 482 874
Controls Y Y Y Y
Country fixed effects Y Y Y Y
Adjusted  R2 0.3997 0.2168 0.3313 0.0945
F-statistic 78.63*** 23.54*** 4.63*** 13.26***
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collected as part of the HFCS. Finally, the study is based on the 
HFCS dataset which, while very detailed, contains a number 
of key issues like the presence of missing data, limited panel 
availability across countries and a somewhat scant focus on 
the role of inheritances, particularly (and crucially) the extent 
to which inheritances are expected or not by respondents, and 
the flow of inheritances across different categories of assets 
within each wave of the survey.

Nonetheless, the results indicate that inheritance flows were 
positively and significantly-associated with net overall house-
hold wealth. A deeper look at the findings showed that inherit-
ances primarily increased the value of financial asset holdings, 
in particular liquid assets like publicly-traded shares, as well 
as the value of self-employment business and entrepreneurial 
undertakings. Inheritances also helped to reduce mortgage 
debt, particularly outstanding loans related to the household’s 
main residence. Finally, we found no evidence of any wealth 
effects from inheritances in terms of increased consumption 
expenditure and spending on durable goods like motor vehi-
cles. Thus, the behavior of households within our sample was 
largely in line with prediction from the rational expectations 
lifecycle income hypothesis, whereby households exhibited 
forward-looking behavior and had already accounted for such 
inheritances in their lifetime income streams, furthering the 
notion that such receipts were anticipated by the households, 
since they did not result in higher levels of consumer spending. 
We also discussed the results in light of the ongoing debate 
regarding the potential introduction of inheritance taxes in sev-
eral countries, and in particular the potential impact of such 
taxes on wealth accumulation. By splitting our sample into 
those countries that already have an inheritance tax in place 
and those that do not, we found no evidence that the presence 
of an inheritance tax limited the ability of recipient households 
to utilize their inheritances for the purposes of wealth creation.
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