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Our model

Our model of personal wealth is geometric Brownian motion

(GBM) enhanced with a simple realloaction mechanism

dr; = x; (pdt + odW;) —x;7dt + () \ Tdt
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Our model
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Our model

Three main regimes:
1. T= 0= Pure GBM, expandinglognormal distribution
2. T>0=Some moments converge, some don’t

3. T <0+="Poorer’ are drivento negative wealth values
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Empirical analysis

.. We estimate the waluesadfy and
aisthg tisenbigieridalodipahmics
afytodalipsivatetalgaltata Wealth
wshe US:

u =~ 0.02year™1,

1
o =~ 0.15year 2 .
2. Now we fit a time series of
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Empirical analysis
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Empirical analysis
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Empirical analysis
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Observations and conclusions

1. Transition to consistent negative reallocation in the
~1980s (not a statistical effect)

2. Far from equilibrium behavior — relaxation time of
moments is an order of magnitude larger than
observation times
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