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Wealth Inequality and the Great Recession

Over the last few decades, wealth has taken on increased
importance with respect to income. Despite this chang-
ing relationship, the study of wealth has received far less
attention than income or earnings, which can be partly at-
tributed to problems related to data availability and quality,
and partly to policies that target income more than wealth
(such as taxation). Two main factors may be behind this
growth in the wealth-to-income ratio: i) price develop-
ments of financial assets and houses, and ii) income dy-
namics.! As experience shows, price bubbles in financial
and housing markets significantly impact wealth holdings
due to abnormal rates of return. In Italy, for example, the
increase in the wealth-to-income ratio can be explained by
increases in the rate of homeownership and the revalua-
tion of housing and financial stocks. The fall in the financial
wealth-to-income ratio after 2001 has been caused by fall-
ing prices and falling stock market participation.? Looking
at Sweden, the wealth-to-income and financial wealth-to-
income ratios are closely tied to the evolution of real estate
prices and credit expansion after financial liberalisation.®
The evolution of the wealth-to-income ratio over time has
been affected by the unsatisfactory macroeconomic per-
formance of a number of OECD countries. As shown by
Piketty, the development of this ratio over time is positively
correlated with the difference between the rate of return
on capital and the economy’s rate of growth.* In periods of
stagnant growth, the flow of savings is low and the relative
importance of accumulated wealth (transmitted across
generations) increases, in turn translating into income in-

*  The views expressed are purely those of the authors and may not in
any circumstances be regarded as stating an official position of the
European Commission.
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equality via the rate of return on capital and differences in
capital ownership. Similarly, if the rate of return on capital
exceeds the rate of growth, the relative importance of ex-
isting wealth holdings surpasses the possible acquisition
of assets by those lacking wealth, thereby exacerbating
the inequality of wealth distribution.

Generally speaking, wealth is systematically distributed
more unequally than income. There are essentially two
reasons behind this. First, as stocks are accumulated
over the years, demographic structure significantly im-
pacts wealth distribution (older adults tend to be richer
than younger adults). Second, wealth can be negative
due to access to debt, which exacerbates the profile of
wealth distribution. If we look at asset composition, net
wealth is the sum of housing and financial assets, minus
liabilities. Housing assets are generally distributed more
equally than financial assets, while the distribution of debt
is murkier and more diverse across countries.

Measuring wealth and wealth inequality poses several
challenges related to data availability, data quality, meth-
odological issues and source comparability. For instance,
measures of wealth inequality may include student loans,
whereas its investment counterpart — human capital - is
not included, nor are accumulated public pension entitle-
ments. Accounting for negative values becomes problem-
atic, and general practice dictates that household wealth
is not equivalised (as if wealth were a non-rival good).

Housing and debt largely contribute to explain the distri-
bution of wealth, though financial wealth is concentrated
at the top. Depending on the country, financial wealth is
owned by only 15-30% of households.® The use of top
wealth shares better illustrates inequality at the top. This
measurement is generally based on tax records, as the
top rich are not easily included in surveys. Gini coef-
ficients of net worth are a useful measure, especially if
wealth is to be compared with income inequality. How-
ever, the presence of a considerable share of households
with negative net worth in a few countries may be prob-
lematic. If negative values are taken into account, the Gini
coefficient is no longer bounded to one.® An alternative
measure of wealth inequality is the ratio between median
and mean wealth.”

5 F.Bogliacino,V.Maestri: Lafinanza deiricchi e la ricchezza degli
altri, in: Parolechiave, No. 48, 2012, pp. 89-101.

6 V.Maestrietal., op.cit.

7 OECD: In It Together. Why less inequality benefits all, Paris 2015.
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What is the recent evolution of wealth inequality? Wealth
inequality is widely perceived to have increased in the
richest economies over the last few decades. This was
coupled with increased wealth polarisation and a rising
share of households with nil or negative net worth. The
aforementioned situation is mostly the result of the evolu-
tion of capital and financial assets (along with fiscal treat-
ment of the two) and debt.

Wealth represents an important dimension of well-being,
especially in times of crisis. When households face nega-
tive shocks, the availability of wealth-based assets pro-
vides an instrument for absorbing negative consequenc-
es without incurring abrupt lifestyle changes. Moreover,
wealth is associated with social status and, for the one
per cent, political influence. This influence can, in ex-
tremis, affect the regulation of financial markets and the
tax system, ultimately shaping wealth distribution.® There-
fore, it comes as no surprise that financial and housing
bubbles, the two key factors explaining the increasing
importance of wealth, were also at the root of the latest fi-
nancial crisis.® The resulting depression of GDP may have
led to further diverging indicators for wealth and income.
Despite this, there is some evidence of a drop in wealth-
to-income ratios in the wake of the financial crisis.!

As discussed extensively in a recent contribution by
Maestri, Bogliacino and Salverda, cross-country drivers
of wealth inequality are not equally explanatory for within-
country trends." In fact, since history explains patterns
to a large extent, changes in wealth inequality are usually
observed over the “very long” run, and, when significant
changes do occur, these tend to be caused by specific
(national) events or shocks. Consequently, between-
country differences and within-country trends will be ad-
dressed separately in the following two subsections.

After the aforementioned discussion, the following sec-
tion includes our attempt to map the changes in the pat-
terns of wealth inequality during the crisis. Although fi-
nancial and economic crises tend to wipe out a sizable
amount of assets, major shocks generally do not affect
social groups homogeneously, hence the overall distribu-
tion is not affected uniformly. The diverse range of nation-
al policy interventions undertaken following the Great Re-

8 P.Krugman: End This Depression Now, New York 2012, W.W. Nor-
ton & Company; J. Stiglitz: The Price of Inequality, New York 2012,
W.W. Norton & Company.

9 R.G. Rajan: Fault Lines: How Hidden Fractures Still Threaten the
World Economy, New Jersey 2010, Princeton University Press; P. Ly -
sandrou: Global Inequality, Wealth Concentration and the Subprime
Crisis: A Marxian Commodity Theory Analysis, in: Development and
Change, Vol. 42, No. 1, 2011, pp. 183-208.

10 V. Maestri etal., op. cit.

11 Ibid.

cession profoundly reshaped debt profiles, with equally
profound distributive effects. Yet, the impact of a financial
crisis on asset prices may be quickly recovered, in con-
trast to the longer persistence of the repercussions of an
economic crisis in terms of macroeconomic dynamics. In
short, the combined effects of the crises should not be
expected to be neutral insofar as inequality is concerned.

Cross-country differences in wealth inequality

The share of households with negligible assets is usually
quite large. With regard to net worth, it is not uncommon
to find entire deciles with an amount of debt larger than
the value of their owned assets (e.g. in Denmark and the
Netherlands). For most families, the home represents
their main asset. House property is standard in the Medi-
terranean and in Eastern Europe. As we have stated, the
amount of households with financial assets is usually less
than one-third of the population (although there is sig-
nificant variation among countries), and stocks and other
high-return assets do not represent more than one to sev-
en per cent of household wealth, except for in the US."2

Access to debt also presents significant variations across
the distribution. Different sources of debt may be includ-
ed, which leads to measurement issues and thus hampers
comparability. Mortgages are the largest entry in total
debt, in particular in countries with favourable fiscal poli-
cies (for mortgage tax relief) and favourable credit market
conditions (e.g. low down payments). This is especially
true in times of low interest rates, such as those observed
when the euro was introduced. On one hand, specific
types of debt are not homogeneous across countries. Stu-
dent loans are not common in every country, household-
held business debt is not always included in measure-
ments (for example, student and business debt partially
explain the high amount of debt in Sweden'®), and debt
for durable consumption goods tends to reduce net worth
because the corresponding purchases are not considered
assets. Finally, fiscal policies that favour homeownership
disproportionally affect the overall pattern of net worth.

As we have mentioned, cross-country differences tend to
reflect structural features. The first factor that accounts
for differences in wealth inequality is the demographic
structure. Age is an important determinant of asset accu-
mulation.'* The age of family formation is also very impor-
tant: in international statistics, wealth is not equivalised,
which makes a country like Italy look more egalitarian in

12 F.Bogliacino etal., op. cit

13 D.Domeij et al., op. cit.

14 OECD: Growing Unequal? Income Distribution and Poverty in OECD
Countries, Paris 2008.
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terms of wealth. Although the impact of socio-econom-
ic factors can help explain cross-country differences in
wealth inequality, a significant amount of variability re-
mains unexplained.”®

The characteristics of institutional systems, especially
the structure and depth of social expenditure, also influ-
ence wealth inequality insofar as they shape incentives to
accumulate assets and liabilities. Sweden’s high level of
wealth inequality is the result of the country’s comprehen-
sive pension system and relatively generous welfare sys-
tem (a system whose future is in doubt), given that these
two factors reduce the need for private household wealth
accumulation for life-cycle and precautionary reasons.'®
Public pensions are considered an important factor in
explaining cross-country differences in wealth inequal-
ity. However, Davies notes that Finland has a welfare state
similar to Sweden yet has low wealth inequality. Davies
points to Finland’s higher rate of homeownership and
lower incidence of negative net worth.'” Maestri, Boglia-
cino and Salverda provide evidence of the relationship
between wealth inequality and social housing expendi-
ture, as higher spending may leave less margin for wealth
accumulation at the bottom of the income distribution.
Means-tested housing benefits and the provision of social
housing diminish poorer households’ need to acquire real
estate. The United Kingdom, France, Denmark and Ger-
many have higher inequality with relatively high spending,
while countries spending less (e.g. Italy, Spain) display
lower levels of inequality. Former communist countries
do not follow this pattern, likely because the widespread
outright homeownership seen in these countries makes
housing expenditure less relevant. It is worth noting that
this same mechanism may be in place in countries with
rent controls (Sweden, the Netherlands), although this
measure is not included in housing expenditure.'®

The level of indebtedness varies widely across countries
and may help explain cross-country differences in wealth
inequality. The data do not offer a clear correlation, which
may be partly due to measurement issues.”® Cowell et al.
show that debt holdings account for a meaningful portion
of differences in wealth inequality across countries.? For

15 F.A. Cowell, E. Karagiannaki, A. McKnight: Accounting for
cross-country differences in wealth inequality, GINI Discussion Paper
72,2013.

16 D. Domeij et al., op. cit.; J. Davies: Wealth and economic inequal-
ity, in: W. Salverda, B.Nolan, T.M. Smeeding (eds.): The Oxford
Handbook of Economic Inequality, Oxford 2009, Oxford University
Press, pp. 127-150.

17 J.Davies, op.cit.

18 V. Maestri et al., op. cit.

19 Ibid.

20 F.A. Cowell, E. Karagiannaki, A. McKnight: Mapping and
Measuring the Distribution of Household Wealth: A Cross-Country
Analysis, GINI Discussion Paper 71, 2012.
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Sweden, the explanation is again partly attributable to a
measurement issue not germane to other countries: the
inclusion of household-held business debt contributes
to the country’s higher debt holdings. Another important
factor in Sweden’s high wealth inequality is educational
loans: the exclusion of these loans entirely explains the
difference in wealth inequality between Sweden and the
US. Moreover, lower average levels of wealth holdings may
go together with higher levels of inequality of wealth.?’

Within-country wealth inequality trends

In the decades prior to the crisis, wealth inequality trends
were mostly characterised by national stories. However,
that does not mean we cannot identify predominant pat-
terns.

According to non-harmonised national data, most coun-
tries experienced both increased wealth and income ine-
quality in the 1980s and 1990s, while the following decade
witnessed a much more varied pattern until the crisis.?? In
the 2000s, the UK and ltaly reported decreases in wealth
inequality, and Canada remained stable.?®* Germany
faced an increase in wealth inequality after reunification
in the 1990s that continued into the decade immediately
preceding the crisis.?* A typical pattern observed in the
pre-crisis decades is increased polarisation: more house-
holds with negative net worth, e.g. South Korea, Italy or
Germany (or a more negative balance, e.g. the Nether-
lands), and increased wealth concentration at the top.%
Whereas housing wealth is an important channel to ex-
plain differences in wealth inequality (directly or indirectly
via taxation and social policies) at the cross-country level,
trends in financial inequality have significantly contributed
to the change in within-country wealth trends. Together,
booming stock markets and the relatively high concentra-
tion of financial assets have had a disequalising effect,
especially in the US.26 Debt has also played a role in gen-
erating the underlying trend in wealth inequality. Popular
policies designed to promote homeownership — within a
context of stagnant real wages in many countries and in-
creasing income inequality almost everywhere — have es-

21 V.Maestri etal., op. cit.

22 Ibid.

23 M.Brzozowski,M.Gervais, P.Klein, M. Suzuki: Consumption,
Income, and Wealth Inequality in Canada, in: Review of Economic Dy-
namics, Vol. 13, No. 1, 2010, pp. 52-75.

24 N. Fuchs-Schindeln, D. Krueger, M. Sommer: Inequality
trends for Germany in the last two decades: A tale of two countries, in:
Review of Economic Dynamics, Vol. 13, No. 1, 2010, pp. 103-132.

25 F.Bogliacino, V. Maestri: Ricchezza: la solita ignota, in: Menabd
di Etica ed Economia, 2015.

26 J.Heathcote, F. Perri, G. Violante: Unequal We Stand: An Em-
pirical Analysis of Economic Inequality in the United States: 1967-
20086, in: Review of Economic Dynamics, Vol. 13, No. 1, 2010, pp. 15-
51.
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sentially escalated indebtedness. Nevertheless, the effect
of debt on wealth inequality is country- and time-specific.
For example, it has had an equalising effect in Poland and
a disequalising effect in Denmark.

Additionally, the labour market has had an impact, albeit
through a very peculiar mechanism: the emergence and
consolidation of billionaires and other high-earning su-
perstars.?’

Last, but not least, taxation accounts for a significant
portion of the phenomenon. Several tax instruments be-
came popular in the pre-crisis period and appear to have
a non-progressive effect. Mortgage tax reliefs have been
used extensively to promote homeownership (especially
in Northern European countries, such as the Netherlands
and Denmark), but such tax reliefs disproportionately fa-
vour the rich and can encourage the undertaking of ex-
cessive debt.

Taxation of finance, both the ownership of financial assets
and returns from financial activities, is certainly not up-
to-date, given the growing role finance has played in ad-
vanced economies and the corresponding lack of signifi-
cant changes in its taxation. The increasing importance
of finance has favoured capital accumulation at the very
top and had a clear role in deepening the fault lines that
precipitated the financial crisis.

Another channel through which taxation may increase
accumulation at the very top is the unbalanced taxation
of functional incomes (i.e. the taxation of capital versus
labour). For example, since the late 1980s, Nordic Euro-
pean countries have introduced a dual income tax, taxing
capital at flat rates. Declines in the taxation of capital have
been widespread?® and have been complemented by the
role of tax havens, where eight per cent of total wealth is
now held.?® This stylised fact suggests that real inequality
has been significantly underestimated.

Overall, the lack of flexibility in tax structures translates in-
to an inability to keep pace with the increasing importance

27 J.Roine,D.Waldenstrém, J. Chesters: The World’s Billionaires
1987-2011: Lessons from the Global Distribution of Extreme Wealth,
Mimeo 2012.

28 A.Shorrocks, J. Davies, R. LIuberas: Global Wealth Databook
2010, Zurich 2010, Credit Suisse Research Institute; A. Shorrocks,
J. Davies, R. Lluberas: Global Wealth Databook 2014, Zurich
2014, Credit Suisse Research Institute.

29 N. Shaxson, J. Christensen, N. Mathianson: Inequality: You
Don’t Know the Half of It (or why inequality is worse than we thought),
Tax Justice Network Report, 2012; J. Henry: The Price of Offshore
Revisited, Tax Justice Network Report, 2012; G. Zucman: The Miss-
ing Wealth of Nations: Are Europe and the U.S. Net Debtors or Net
Creditors?, in: The Quarterly Journal of Economics, Vol. 128, No. 3,
2013, pp. 1321-1364.

of wealth and finance. When coupled with the innovation
in tax relief mechanisms that promote house-related debt
holding, we can clearly identify the role played by the tax
structure in favouring increasing inequality trends at the
national level (when and where such trends are observed).

Link between income and wealth inequality

The link between income and wealth is not necessarily
intuitive. At the individual level, the correlation between
earnings and wealth is high, but not perfect. In the US,
this correlation is stronger (greater than 50%) than in oth-
er OECD countries (between 27% and 36%).%° The fact
that the link is weaker than expected may be explained by
three main factors. First, wealth holdings typically peak
around retirement age, when earnings drop. Second, in-
heritance (and inter vivos transfers) perform an important
function, as stressed by Piketty.3! Third, the most indebt-
ed households are not necessarily the poorest in terms
of income, especially in countries that offer generous
mortgage-interest tax relief (e.g. Denmark and the Neth-
erlands). Increasing household indebtedness has been
a key component in changing the correlation between
wealth and income distributions. Other factors may in-
clude the cheap privatisation of housing during the post-
communism transition in Eastern Europe.

Across countries, high income inequality is not neces-
sarily associated with high wealth inequality. Indeed, a
group of countries (typically Mediterranean and OECD
Asian countries) exhibited a relatively high level of income
inequality and a relatively low level of wealth inequality in
2010. That being said, countries usually considered to be
quite equal (e.g. the Scandinavian countries) had low lev-
els of income inequality in spite of very skewed distribu-
tions of wealth. These stylised facts are shown in Figure 1,
where the Gini of wealth is plotted for 2010 and 2015. The
Gini coefficient is an inequality indicator: the higher the
value, the more unequal the distribution.

The “weaker than expected” correlation between income
and wealth served to cushion inequality. In fact, the dis-
persion of wealth according to income deciles is smaller
than according to wealth deciles.®?

Effect of the crisis on previous inequality patterns

The Great Recession caused an initial drop in the shares
of financial and housing assets. In Denmark, Italy and

30 V. Maestri etal., op. cit.; OECD: Growing Unequal? ..., op. cit.

31 T.Piketty, op. cit.

32 European Central Bank: The Eurosystem Household Finance and
Consumption Survey. Results from the First Wave, Statistics Paper
Series, No. 2, 2013.
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Figure 1
Trends in wealth inequality, 2010-2015
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Source: A. Shorrocks, J. Davies, R. Lluberas: Global Wealth
Databook 2010, Zurich 2010, Credit Suisse Research Institute; A.
Shorrocks, J. Davies, R. LIluberas: Global Wealth Databook 2014,
Zurich 2014, Credit Suisse Research Institute.

Switzerland, the post-2008 period saw a clear decline in
the share of financial assets in portfolios. In other coun-
tries, the depression of housing prices left the share of fi-
nancial assets more stable, such as in the UK and US. The
only increase was observed in New Zealand. However,
the depressive effect of the financial crisis was short-lived
almost everywhere, meaning that financial prices recov-
ered more rapidly than property prices. The only cases of
a steady decrease in the importance of financial assets in
portfolios since the 2000s have been France (from 45% to
36%) and Italy (from 47% to 39%).%

In light of the fact that financial assets are often distrib-
uted more unequally than housing assets, a further in-
crease in wealth inequality could have been expected
during the crisis. This expectation came to fruition: wealth
inequality as measured by the Gini coefficient increased
in most countries between 2010 and 2015 (Figure 2). Key
exceptions include Slovakia and Belgium, where wealth
inequality did not increase before the crisis and has since
decreased.?* For its part, Sweden recorded a consider-
able increase in wealth inequality in the decades leading
up to the Great Recession, but has since seen a decrease.

It is also interesting to look at changes in different parts of
the wealth distribution. For instance, the OECD calculates
changes in top and bottom wealth inequality between
2006 and 2012 for a subset of countries. Top wealth in-
equality increased in the Netherlands, US and UK, while

33 A. Shorrocks et al.: Global Wealth Databook 2010, op. cit.; A.
Shorrocks et al.: Global Wealth Databook 2014, op. cit.
34 V.Maestri, op. cit.
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Figure 2
Change in patterns of income and wealth inequality,
2010-2014: Gini coefficient of income and wealth
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Note: Axes represent median values of income and wealth inequality
in 2010. Gini coefficients of income for non-European countries refer to
2012 instead of 2014, for which data is not available; for Canada, it refers
to 2011; for Japan, both data points refer to 2009.

Sources: A. Shorrocks, J. Davies, R. Lluberas: Global Wealth
Databook 2010, Zurich 2010, Credit Suisse Research Institute; A.
Shorrocks, J. Davies, R. LIluberas: Global Wealth Databook 2014,
Zurich 2014, Credit Suisse Research Institute, for Gini coefficients of
wealth, Eurostat for Gini coefficients of income for European countries
and OECD for income data for non-European countries.

it decreased in Australia and Canada. Bottom wealth in-
equality increased in the entire set of countries consid-
ered, except the UK.*®* More recent data (from 2010 to
2015) do not universally confirm these trends. However, in
this more recent data, the share of adults with more than
$100,000 increased both in Australia and in Canada, while
the trend for the UK is confirmed, as the share of people
with less than $10,000 decreased.®

The widespread increase in wealth inequality shifted sev-
eral countries down from the “high income, low wealth
inequality” group to the “high income, high wealth in-
equality” group, notably European countries that under-
went a macroeconomic adjustment programme (such as
Greece, Ireland and Spain). Figure 2 shows the pattern of
income and wealth inequality in 2014: on the y-axis, the
wealth Gini is plotted and on the x-axis the income Gini.
The median values for 2010 are also indicated.

Furthermore, some of the virtuous countries (low income,
low wealth inequality) joined Sweden and Denmark in the
group “low income, high wealth inequality”, such as Aus-

35 OECD: In It Together. ..., op. cit.
36 A. Shorrocks et al.: Global Wealth Databook 2010, op. cit.; A.
Shorrocks et al.: Global Wealth Databook 2014, op. cit.
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Table 1
Summary patterns of income and wealth inequality

2014 High income, Low income, Low High
high wealth high wealth income, income,
2010 low wealth low wealth
High United States Australia
income, Canada

high wealth  Portugal
United Kingdom

Estonia
Low Germany Sweden Slovenia
income, Denmark Slovakia
high wealth France Belgium
Low Austria Hungary
income, Czech
low wealth Republic
Finland
Luxembourg
Netherlands
High Greece Italy
income, Ireland Japan

low wealth  Poland
South Korea
Spain

Note: “High” and “Low” levels are defined with respect to the 2010 me-
dian values. Gini coefficients of income for non-European countries refer
to 2012 instead of 2014, for which data is not available; for Canada, it
refers to 2011; for Japan, both data points refer to 2009.

Sources: A. Shorrocks, J. Davies, R. LIluberas: Global Wealth
Databook 2010, Zurich 2010, Credit Suisse Research Institute; A.
Shorrocks, J. Davies, R. LIuberas: Global Wealth Databook 2014,
Zurich 2014, Credit Suisse Research Institute, for Gini coefficients of
wealth, Eurostat for Gini coefficients of income for European countries
and OECD for income data for non-European countries.

tria, the Czech Republic, Finland, Luxembourg and the
Netherlands. Only two countries remained in the “high
income, low wealth inequality” group (Italy and Japan, al-
though limited data availability for the latter implies some
caution is warranted), while Belgium, Slovenia and Slova-
kia were the only countries to join the virtuous club. See
Table 1 for a display of this transition matrix.

Conclusions

The increasing importance of wealth, debt and wealth
inequality, especially in times of crisis, means closer at-
tention must be paid to their concomitant dynamics. In
addition, there is a pressing need to improve the meas-
urement of these variables, as current measurement
techniques are weak, cover short time spans and provide
limited cross-country comparability. A step in the right di-
rection can be found in the Household Finance and Con-
sumption Network, coordinated by the European Central
Bank. However, data are limited to euro area countries
and, at present, only account for one year (2010).

The level of wealth inequality varies widely from country
to country. Anglo-Saxon and Scandinavian countries re-

port the highest levels of wealth inequality, whereas East
Asian and Mediterranean countries report the lowest. The
combination of institutional factors and policies — such as
social expenditure on housing, taxation, and the design of
credit markets and financial products — play a critical role
in determining a country’s wealth inequality. In some cas-
es, increasing household debt helps explain the increas-
ing trend in wealth inequality, and this form of debt un-
doubtedly contributed to the financial crisis. What is more,
the increasing indebtedness and the reshaping of asset
holdings brought about by the crisis provide further incen-
tive to dig deeper into the micro-level cross-distribution of
income and wealth.

Wealth inequality increased over the last few decades
and has continued increasing since the Great Recession
in the majority of rich economies, with exceptions such as
Belgium and Slovakia. In countries with relatively high lev-
els of income inequality and low levels of wealth inequal-
ity, wealth at the bottom of the income distribution may
have served a crucial function in cushioning the impact
of the crisis. Regardless, as we have discussed, most
of these countries shifted to the group of countries with
high income and wealth inequality, thus suggesting that
poor households’ incomes will undergo tighter economic
constraints in the persistence of economic downturns
and in future crises. As a matter of fact, we already see
this happening in Greece, Ireland, and Spain. Since these
countries have already been hit by austerity policies,*
the combined worsening of income and wealth inequality
should raise some alarms in policymaking circles.

Interventions at the policy level did not convincingly ad-
dress the drivers of increasing wealth inequality.®® There
were some exceptions, most of which were related to debt,
such as reductions in the generosity of mortgage tax re-
lief in some countries. Even so, policies continue to target
income more than wealth. In cases where wealth was di-
rectly targeted, the preferred instrument was to tax hous-
es, rather than taxing finance. We would argue that taxing
the latter could be more effective in reducing income and
wealth inequality,® possibly limiting the potential for future
financial crises.
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