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Abstract

Measures taken to contain the spread of COVID-19 affect some workers’ capability to work and
hence earnings more than others. The initial impact may be mitigated, for instance by relying on
savings and assets. Access to these buffers may, however, also vary considerably within and
across countries. In this paper we estimate for Euro Area workers their potential earnings losses
related to the COVID-19 labour supply shock (before state responses) using the Lockdown
Working Ability Index and relate this to households’ savings and assets observed in the
Eurosystem Household Finance and Consumption Survey. We find that, on average across the
Euro Area, affected households could only offset half of their losses by relying on their liquid
assets, ranging from 25% in some countries to 80% in others. We also find that liquid asset buffers
of households in the bottom earnings quintiles are often insufficient to prevent them from falling
below a low earnings threshold.

JEL classification: D31, E24, G51, J21, J31
Keywords: earnings; assets; wealth; pandemic; lockdown.
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1. Introduction

With the onset of the COVID-19 pandemic in early 2020 many governments restricted social and
economic activities to limit the spread of the virus, representing an unprecedented economic
shock. Although initially seen as affecting everyone equally, it became very clear that the impact
of this shock varies widely within and between countries (Moreira & Hick, 2021). The potential
earnings® losses for workers largely depends on the extent to which the sector in which they work
is closed in lockdown or regarded as essential, and on whether their work can be done
remotely/from home. Given the overrepresentation of vulnerable groups in sectors which are hit
hardest by restrictions (e.g. Fana et al., 2020; Pouliakas & Branka, 2020), earnings losses vary
widely across the distribution. Also, economies which rely more heavily on these sectors, such as
in Southern European countries, are more prone to be affected than those whose productive
structures are more service-oriented as is generally the case in Northern and Western European
countries (Doerr & Gambacorta, 2020; Fana et al., 2020). These varying effects potentially serve
to increase earnings inequality and poverty within countries as well as to widen earnings gaps

between countries (Palomino et al., 2020).

The extent to which these potential earnings losses impact on living standards depends on the
extent to which they are mitigated by: (1) the presence of other earnings and incomes in the
household; (2) the state response through the tax and benefit systems; and (3) those affected
having financial savings or other assets to fall back on. First, sharing of resources within the
household may provide a cushion when one of its members loses (part of) their earnings. Second,
automatic stabilisers build into the tax-benefit system as well as COVID-specific discretionary
policy responses may ensure that earnings losses are averted or compensated so that they do not
translate into increased poverty and inequality in terms of disposable incomes. Finally, where
poverty and inequality in disposable income do increase, households may be able draw on their
savings and assets in order to make ends meet, reducing or avoiding altogether its impact on
consumption. However, just as the initial impact of the COVID-19 crisis differs across and within
countries, the role of these cushioning factors may vary considerably. If those hit most severely
by the crisis in terms of earnings losses are less likely to have other household earnings (i.e.
because they are more often single and/or do not have capital income), are less effectively
protected by the tax-benefit system and have fewer savings and assets to fall back on, then

increased poverty and inequality in terms of living standards will be the result.

Research to date has mostly focussed on the mitigating effect of tax-benefit systems, and
occasionally the role of other household incomes, in case studies of individual countries (e.g.
Brewer & Tasseva, 2020, for the UK; Figari & Fiori, 2020, for Italy; Marchal et al., 2021, for

! Throughout the paper we use the term ‘earnings’ to refer to the sum of all remunerations received by employees and
self-employed people in cash or near cash for work activities performed.
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Belgium; O’Donoghue et al. 2020, for Ireland)?. Only a few studies have considered the potential
cushioning role of savings and assets, either assessing whether households can cover basic
expenses by relying on those assets (Demertzis et al., 2020; Middes & Seré, 2020) or calculating
joint income-wealth poverty measures (Kuypers & Marx, 2020). Furthermore, those studies
simply assess vulnerability in those terms at the onset of the crisis, without relating that to which

households are actually most likely to be affected by earnings losses in the pandemic.

This paper fills that gap by combining estimates of potential earnings losses for workers, taking
into account the occupation and sector in which they work, with information on the distribution
of liquid assets and other wealth. This is done within a harmonised cross-country framework
covering Euro Area countries, Croatia, Hungary and Poland; this comparative perspective
significantly enhances the value of the exercise. Specifically, we apply the Lockdown Working
Ability Index constructed by Palomino et al. (2020) to workers observed in the third wave of the
Eurosystem Household Finance and Consumption Survey (HFCS), the most recent comparative
source of microdata on wealth. This allows us to estimate potential earnings losses and relate
those to asset ‘buffers’ as captured in HFCS, see how both vary across the earnings distribution,
and on that basis assess potential impacts on earnings poverty and inequality. With assets
observed at the household level our analysis focuses on household aggregate potential earnings

losses and the extent to which liquid assets or other wealth provide a buffer against those losses.

Our results show that average potential earnings losses are often higher in Eastern and especially
Southern European countries than in Western and Northern European ones, and within each
country those towards the top of the household earnings distribution face smaller potential losses
in percentage terms than those lower down the household earnings distribution. Across the Euro
Area on average, only about half of those potential earnings losses could be buffered by drawing
on liquid assets, with that figure varying considerably across countries. Those towards the top of
the household earnings distribution are more able to buffer or offset their potential losses,
implying a positive relationship between household earnings and liquid assets. The increase in
earnings poverty and inequality is only to a limited extent attenuated by households being able to
draw on liquid assets. Considering total net wealth as a buffer instead of only liquid assets would
have a substantially larger mitigating effect, but with net wealth on average mainly representing

the value of the main residence it is doubtful it can actually serve that purpose.

The paper is structured as follows. Section 2 describes the first step of the analysis. Using the

Lockdown Working Ability Index, we calculate potential earnings losses for specified lockdown

2 Almeida et al. (2020) is an exception in that they study the cushioning effect of fiscal policies across the countries of
the European Union, but they only study the effect of COVID-19 related discretionary policies and not the role of
automatic stabilisers. Moreover, they reweight the EU-SILC data to impute aggregate (temporary) unemployment
figures, but this reweighting does not take into account socio-demographic and labour market characteristics at the
individual level. Hence, they do not correct for the fact that those affected by the COVID-19 crisis may have different
characteristics than those already unemployed before the crisis.
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scenarios using HFCS data and assess the extent to which it potentially affects earnings poverty
and inequality. Section 3 then analyses the extent to which liquid assets can serve as a buffer for
the households most likely to be affected, and the extent to which the potential increases in
earnings poverty and inequality can be attenuated. The potential mitigating effects of considering
total net wealth as buffer is also briefly discussed. Finally, Section 4 summarises the key findings

and highlights their implications.

2. Estimating Potential Earnings Losses from the Pandemic

2.1 The Lockdown Working Ability Index (LWA)

The COVID-19 pandemic represents a severe economic shock with many different dimensions.
Here we concentrate on the potential earnings losses due to ‘supply side’ effects of measures
restricting economic activity and enforcing social distancing, leaving aside the second-round
impact of demand-side responses by consumers from income/job losses. In lockdown some
activities such as healthcare or food supply-chain-related jobs are treated as essential, so that
workers are expected to continue working as usual. Other economic activities are forced to close
or are severely restricted. In some, such as hospitality, work cannot continue, but elsewhere
continuation depends on the extent to which the activity can be done remotely/from home.
Consequently, one needs to combine knowledge on teleworking feasibility with information on
whether the occupation is essential or closed, in order to obtain a measure that summarizes the
capacity of each individual worker to keep working under lockdown. Palomino et al. (2020)

develop such a measure which they term the Lockdown Working Ability (LWA) index.

This index ranges from the value of 1 when there is total ability to work during the lockdown to
0 when the individual is unable to work at all during that period. It is calculated based on three
dimensions of each occupation (0;): its teleworking capacity (T;), essentiality (E;) and closure
(Cy), where T}, E;, C; € [0,1].

The teleworking index T; indicates the share of the tasks of each occupation that can be done from
home. During a lockdown, individuals will not see their capacity to work impeded to the extent
that they can continue performing their job activities from home, and their potential earnings

losses will thus be inversely related to their teleworking ability.?

During the lockdown and de-escalation periods in the pandemic not all activities have been

subject to the same restrictions. Workers in activities considered essential for the functioning of

3 We use the teleworking index for the occupations of each European country provided by Palomino et al. (2020) using
the 1ISCO-08 classification of occupations, which was built based on the estimations of Dingel and Neiman (2020) for
the American O*NET database. We have also followed their classification to assign essentiality E; and closure C;
indices to each combination of occupation—industry. These were obtained according to the legislation developed by
Italy and Spain, two major economies affected severely and earlier than other European countries in the first wave of
the pandemic. As described below we distinguish between two lockdown periods; for the second lockdown, we have
slightly modified Palomino et al.’s treatment to keep manufacturing and construction opened.
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the economy, such as health service, security or food production and sales continued face-to-face
work. While this exposed essential front-line workers to higher health risks, it allowed them to
continue working and not being exposed to earnings losses (except for when they became ill of
course, but these are not taken into account in our analysis). The essentiality of an occupation is
expressed by the index E;.

On the other hand, some of the non-essential industries that were considered to have a higher risk
of spreading the disease among users (such as hospitality or entertainment) were shut during the
lockdown, and workers were unable to work regardless of their teleworking capacity. Whether an

industry-occupation combination is subject to closure is expressed by the index C;.*

For occupations that are to some extent essential (E; > 0), the LWA is equal to their essentiality
index E; plus the non-essential part of the tasks that can be teleworked, that is: (1 — E;) - T;. Then,
for fully essential (E; = 1) occupational categories LWA; = E; . For closed occupations (C; > 0),
the LWA is only the non-closed share of the activity that can be teleworked: (1 — C;)T;. Note
that for fully closed occupations (C; = 1) the LWA will be zero. Finally, for individuals whose
occupation is neither essential (e) nor closed (c), the ability to work during the lockdown will

depend solely on their teleworking index, and thus LWA; = T; .

Thus, the Lockdown Working Ability index for each individual in occupation i is calculated:

E; + (1 - E)T; 0; = essential
LWA; = (1-C)T; 0; = closed , (1)
T; 0; # essential nor closed

for all combinations of occupation-industry i € {1, 2, ..., n}.

Palomino et al. (2020) apply the LWA index to workers (employees and self-employed) observed
in the 2018 EU-SILC in order to estimate the potential earnings losses due to the lockdown. They
then analyse the impact of potential earnings losses on earnings poverty and inequality at the

individual level.

We follow a similar approach but aim to take the analysis a step further by assessing the extent to
which households have the liquid assets and other wealth required to offset the potential earnings
losses induced by the COVID-19 lockdowns and restrictions. To that end, we apply the LWA
index to workers (employees and self-employed) observed in the third wave of the Eurosystem
Household Finance and Consumption Survey (HFCS) 5. Unlike EU-SILC, this survey includes
detailed data on savings and other liquid assets, property, business assets and total wealth,

alongside information on earnings and other income components (gross of taxes and social

4 The components E; and C; may take in a few cases intermediate values between 0 and 1 because the occupation-
industry category is composed of different sub-categories that may have different essentiality or closure binary statuses.
5 Since Spain is not yet included in the third wave data, we used the second wave data.
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insurance contributions). Since assets are observed at the household level, we aggregate potential
earnings losses and assess the impact on household earnings poverty and inequality. The third

HFCS wave includes information on all countries of the Euro Area, Croatia, Hungary and Poland®.

Table 1 presents the average LWA index of the first lockdown period’ for the countries under
study in the HFCS, also broken down by several socio-demographic characteristics. Figure 1
provides more information on the building blocks of the LWA index, namely the teleworking
index, the degree of essentiality and the degree of closure. The average LWA index is 0.48 across
the Euro Area but varies between 0.37 in Greece and Croatia and 0.59 in Belgium. In general, it
appears that working under a lockdown is more difficult in Southern and Eastern European
countries than in Central and Northern European countries; this is mainly due to the fact that in
Central and Northern Europe workers are more often employed in jobs which can be performed
remotely (Panel C Figure 1). The breakdown of LWA index by socio-demographic characteristics
shows that female workers, workers with a permanent contract, full time workers and high
educated workers are less affected by the lockdown than their counterparts (with some
exceptions). These patterns are consistent with those presented in Palomino et al. (2020) based
on EU-SILC?®

6 Malta is not included because information on the LWA index is not available (see Palomino et al., 2020).

7 As described in Section 2.2 we distinguish between two lockdown periods. We only present the summary statistics of
the first one. The average LWA index is higher in the second lockdown period because more sectors are allowed to
stay open and hence receive an essentiality score of 1.

8 The rankings of countries in terms of LWA, teleworking, essentiality and closure indices are very similar to what is
obtained with EU-SILC by Palomino et al. (2020). The only minor divergence relates to Cyprus and Greece. Cyprus is
found to have a higher average level of teleworking in HFCS (0.43) than in EU-SILC (0.34). On the other hand, the
distribution of occupations in Greece for HFCS shows a higher level of closure (0.44) than in EU-SILC (0.31). This
makes Greece have the lowest LWA in our HFCS sample (0.37) while it was in the middle of the ranking in EU-SILC
(0.49), while the opposite happens with Cyprus (0.42 in EU-SILC, but 0.49 using our HFCS data).
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Table 1. Average lockdown working ability, overall and by socio-demographic

characteristics (first lockdown)

Al Male Female o TR TN fme o edt e
AT 046 042 051 0.44 056 048 045 026 042 065
BE 059 053 066 0.61 044 063 057 035 043 073
cy 049 046 053 0.53 036 050 049 026 041 068
DE 048 043 055 0.49 046 048 049 031 040 067
EE 045 040 051 0.45 043 052 044 023 035 063
ES 042 040 045 0.44 039 053 036 030 037 057
Fl 052 042 062 0.52 057 053 051 034 038 070
FR 055 046 063 0.57 049 059 054 042 047 068
GR 037 037 037 0.46 023 041 036 031 027 054
HR 037 033 042 0.38 030 032 037 036 030 059
HU 047 041 053 0.45 059 041 047 045 036 068
IE 047 043 052 0.46 043 047 048 036 035 058
IT 046 041 052 0.48 037 056 039 031 044 072
LT 047 045 050 0.47 048 058 046 046 037 055
LU 054 055 052 0.55 046 054 054 025 049 073
Lv 049 045 053 0.47 055 057 048 033 040 066
NL 056 051 061 0.58 048 058 052 035 047 071
PL 042 038 048 0.44 028 048 042 037 031 064
PT 044 039 049 0.49 034 060 039 029 041 076
S| 040 035 046 0.42 029 034 041 015 029 066
SK 047 039 055 0.49 048 057 044 044 037 074
i‘;‘gg 048 042 054 0.50 041 052 046 033 040  0.66

Source: Authors’ calculations based on third wave HFCS data.
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Figure 1. Average essentiality, closure and teleworking index (first lockdown)
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Note: Eastern European countries are presented by white bars, the Central and Northern European countries by grey
bars and the Southern European countries by black bars.
Source: Authors’ calculations based on third wave HFCS data.
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2.2 Potential Earnings Losses

We now employ the LWA index to assess the potential earnings losses for workers. To this end
the LWA needs to be combined with information on lockdown scenarios. Although countries
differ in the stringency and precise duration of the lockdown and de-escalation periods, we
consider two common plausible scenarios for all the countries analysed, in terms of duration of
the lockdown and the average impact of restrictions and social distancing on the closed sectors in
the post-lockdown months. This allows to analyse in a homogeneous comparative light the
variation in impact of the lockdown measures that stems from the different distributions of
occupations, earnings and wealth in the countries studied. Specifically, we employ the following

two scenarios:

e Scenario A. Two months of full lockdown and an additional six months of partial (20%)
closure of restricted sectors.

e Scenario B. Four months of full lockdown, with the industry and construction sectors
fully closed for the first two, but fully functioning in the last two and an additional eight

months of partial (40%) closure of restricted sectors.

In the first wave of the pandemic in Spring 2020, most European countries shut down completely
certain sectors of the economy for a period that averaged circa two months, keeping functioning
only essential sectors and work in non-essential sectors that could be done remotely. Closed
sectors included hospitality, leisure, but also all non-essential industries and other non-essential
service and public sectors. The second wave of the pandemic, taking place in late 2020 and early
2021, led in several European countries to a second lockdown period. Yet, this second lockdown
was in many cases less stringent, focusing mainly on the closure of face-to-face sectors such as
retail, hospitality and leisure — which were thought to be riskier for the spread of COVID-19 —

while keeping manufacturing and construction sectors fully unrestricted.®

In addition to the lockdown periods, countries have followed a de-escalation strategy (with
different tiers or alert systems) in which high-risk sectors have had limited functioning. For
instance, restaurants have been restricted to outdoor dining, occupancy limits or could only
perform delivery services. Cinemas, theatres, clubs, sports events or leisure venues have also
endured restrictions due to social distancing. These partial activities have not only been enforced

by law but have also been affected by behavioural changes of individuals to prevent contagion.

9 The duration of both lockdown periods has been conveniently compiled and referenced at the Wikipedia page
https://en.wikipedia.org/wiki/National _responses_to_the COVID-19 pandemic (retrieved January 2nd, 2021). The
average duration of the first wave lockdown in European countries was 55 days, with implementation in 25 European
countries, while the duration for the second lockdown (corresponding to the second/third wave of the disease spread
was 35.5 days, with implementation in 18 European countries. Unlike the previous one, this second lockdown generally
kept the manufacturing and construction sector open. We have accordingly changed the status of these sectors in the
second lockdown estimations.
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How should we treat the intensity of those restrictions in closed sectors? Real-time high-frequency
data has been widely available on energy use and mobility but timely disaggregated data by sector
on consumption or business activity has been scarcer in Europe. Still, there exist sources with
valuable information to help us approximate the intensity of the restrictions. BBVA Research
(2020) provides high-frequency data on the evolution of credit card use that specifically focuses
on key closed sectors for some Latin American countries and for Spain. The data for Spain show
that expenditure on the entertainment industry was -60% after the first lockdown ended, then
recovered but has plateaued at -20% in the subsequent months. The hospitality industry as a whole
experienced a similar pattern — although activities at bars and restaurants recovered more so than
at hotels — presenting a persistent decrease in activity of more than 40% during the months after

the first lockdown.

A second valuable source of information is the United Kingdom’s Office of National Statistics
“Business insights and impact on the UK economy” dataset (ONS, 2020). It publishes every two
weeks real-time data on self-reported business performance in different sectors. It shows that
while the secondary sector (construction and manufacturing) returned back to normal after the
first lockdown, more than 40% of businesses in the art and entertainment industry reported a
turnover decrease greater than 50% compared to the previous year still at the end of 2020. In the
accommodation and food service sector between 20 and 40% of businesses reported experiencing

such a decrease in turnover after the first lockdown and at the onset of the second one.

By combining the LWA index with the two lockdown scenarios described we are able to calculate
the potential earnings losses (el) that each worker is likely to experience in each of the scenarios:
ei(t-1) * [% (1-LWA)) + 1%~ 0.2- Ci] Scenario A )
eie-1) " |+ (1= LWA) +=- (1= LWA)) + =-04-C;| Scenario B @
Where, e; ;1 are the annual pre-COVID earnings as reported in the HFCS for individual i, LW 4;
is the Lockdown Working Ability for the first two months lockdown period in both scenarios and

LW A; for the second two months lockdown period in scenario B.

Given that our main focus is on the cushioning role of liquid assets and other wealth which is
collected at the household level, we focus here on the aggregate earnings losses at the household

level. For each household h composed of n members, the household earnings losses are equal to:

elpe = Xlely 3)
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Since the HFCS uses a multiple imputation technique to deal with item non-response*® we apply
special commands to calculate the potential earnings losses as well as the buffering by liquid

assets and net wealth discussed in the next section following Rubin’s rule (1987)*.

Table 2 presents the average potential loss rate in household earnings, i.e. the earnings losses as
a percentage of the pre-COVID earnings. Across the Euro Area, the average potential earnings
loss rate is equal to 10% in scenario A and almost 19% in scenario B. For both lockdown scenarios
we find that potential household earnings losses are smallest in Belgium, Finland, France and the
Netherlands with a loss rate of about 8% in scenario A and about 15% in scenario B, while they
are largest in Greece and Hungary with loss rates of about 13% and 25% respectively. Potential
loss rates are often higher in Eastern and especially Southern European countries than in Western

and Northern European countries.

When comparing the potential earnings loss rate across quintiles of the pre-COVID household
earnings distribution, the lowest relative earnings losses are mostly experienced by households in
the top quintile. The average loss rates are higher in the more rigorous scenario B but the patterns

within and between countries are similar across the two scenarios.

The impacts on the share of households with low earnings and on household-level earnings
inequality are also of interest. To assess these, we first derive a low earnings threshold set at 60%
of the median equivalised!? pre-COVID household earnings for each country and assess the share
of households falling below this threshold in different scenarios keeping the threshold fixed. This
is analogous to, but to be clearly distinguished from, conventional household poverty measures
based on 60% of median equivalized disposable income or individual low pay measures
employing two-thirds of median earnings as threshold. Because earnings make up the bulk of
working households’ disposable incomes the measure can be interpreted as a proxy for exposure
to poverty or financial hardship. Table 3 shows that for the pre-COVID household earnings
distribution, on average across the countries covered 25% of households had gross earnings below
60% of the median in their country. This is lowest in Austria at 21% and highest in Ireland at
30%. When the potential earnings losses in scenario A are taken into account the cross-country
average rises by 6 percentage points to 31%. That increase is lowest in Finland at 3.4 percentage
points and highest in Cyprus at 8 percentage points. In case of scenario B the average increases
by 12.5 percentage points, with that increase being lowest in France (8.6 percentage points) and
highest in Greece (20 percentage points). We often find higher increases in Southern and Eastern

European countries than in Nordic and Central European countries.

10 For more information on the imputations see HFCN (2020). Finland, France and Italy do not use multiple imputations.
11 To estimate Gini coefficients we use the STATA user written command ‘inequaly’ by Philippe Van Kerm.

12'We use the OECD modified equivalence scale in which the first adult receives a score of 1, each additional adult a
score of 0.5 and each child up to 13 years old a score of 0.3.
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Table 2. Average potential household earnings loss rate by household earnings quintiles

Scenario (A): 2m + 6m -20%

Scenario (B): 4m + 8m -40%

Country A o1 02 03 04 05 | Al Ol 02 03 04 O
ar | 107 110 125 111 104 85 | 196 209 231 192 192 155
02 (7 (8 (05 (06 (05 | 05 (@15 (L4 (@O (L2 (L)

ae | 81 117 96 83 63 46 | 146 203 171 158 114 85
03 (09 ©7) ©8 ©O7 (08 | O) (@9 @5 @18 (4 (12

oy | 100 118 121 107 76 58 |198 231 238 219 151 119
0.4) (1.1) (1.0) (0.8) (0.9) (0.8) (1.0 (2.4) (2.2) (1.8) (2.1) .7

o | 101 119 120 99 76 67 |180 283 202 170 126 125
02 (06 (05 (05 (04 (08 | 05 (15 (@11 (10 (08  (13)

ce | 101 114 115 104 92 71 | 176 194 195 180 163 133
02 (©5 (05 (05 05 (04 | 05 @) @) @) (@) (09

107 101 132 122 87 69 | 210 204 256 240 169 136

Bl on ay 0 08 09 08| 0s e 0y w5 @) @4
. 80 50 96 91 87 75 | 147 100 173 166 156 14.0
©) (03 (03 03 02 (02 | 03 O ©8 ©5 ©5 (@5

ce | 82 87 92 82 698 54 [152 162 167 149 130 106
©) (03 (03 02 03 (03 | 03 O ©§ ©5 ©) @7

or | 130 121 132 142 136 118 | 268 247 265 296 284 247
0.4) (1.0 (1.0) (0.8) (0.9 (0.8) (1.0 (2.3) (2.4) (1.8) (2.0) (12.9)

Lg | 125 121 128 137 119 120 | 242 235 240 262 241 230
©5 (14 (09 (L) (L0 (10 | L) @2 (1) @5 (2 (2

Ly | 112 104 121 119 114 101|219 196 234 229 230 205
©02) (05 (05 (05 (06 (05 | 05 (@2 (L) (@) (L2 (L0

e 9.6 107 124 105 75 61 | 185 218 239 203 139 112
02 (8 (05 (08 ©05 (03 | 05 @3 @) @) (L) (5

o | 114 182 130 114 113 85 | 219 255 237 217 216 172
02 (8 (0§ (05 04 (05 | 05 @5 @) @) (09 (L
;|87 87 82 98 83 89 |174 166 164 109 164 184
04 @) @) @) @0 @2 | @) @0 (2 (3 (2 (28

L, | 93 140 111 74 53 40 | 186 276 218 150 110 84
03 ©8 ©) ©O7 (06 (05 | ) (@9 @5 (@16 (L4 (L)

L, |90 86 120 76 89 64 |168 154 228 140 172 118
05 (L) (L) (09 (08 (08 | @0 (@1 (26 @) (L6 (L5

W | 75 80 82 82 66 62 |147 160 155 163 128 124
©3) (08 (07) (08 (06 (06 | 07 (@8 L7 @) (L4 (13

o, |10 114 117 119 114 89 | 186 189 188 203 191 159
©02) (06 (05 (04 (04 (03) | (04 (L2 (12 (09 (08 (06

op | 108 118 131 116 02 58 | 108 217 234 210 171 116
02 (8 (05 04 ©05 ©05 | 05 @3 @) @) (L) (L

" 105 119 121 109 92 79 | 180 206 202 181 162 146
03 ©7) (©§ (6 (06 (08 | 08 (L6 (12 (@2 (L) (12

o | 108 110 114 100 1201 88 | 173 193 188 168 168 156
03 (09 ©O7) ©6 ©06 ©O7) | 08 @9 @ (@I (LI (L4

i‘;erg 100 108 115 104 91 75 | 188 202 211 195 170 145

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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Table 3. Share of households below low-earnings threshold

(A) 2m + 6m -20% (B) 4m + 8m -40%
Country Baseline After potential After potential A
earnings losses earnings losses
20.9 28.5 7.5 36.6 15.6
AT
12 13) 13)
BE 23.8 28.7 4.9 34.4 10.7
(18) (1.9 (2.0)
21. . . . .
oy 8 29.8 8.0 37.3 15.5
(2.0) (23) (29)
27.5 32.1 4.6 37.1 9.6
DE
(1.2) (1.4) (1.3)
27.6 32.3 4.7 37.5 9.9
EE
(1.2) (1.3) (1.3)
Es 28.3 33.6 5.3 42.4 14.0
(1.6) (1.6) €.7)
FI 27.8 31.3 3.4 36.6 8.8
(0.5) (0.6) (0.6)
27.0 30.6 3.7 35.5 8.6
FR
(0.8) (0.9) (0.9)
24, . . . .
GR 3 31.1 6.8 44.5 20.1
(1.7) (1.9) (2.2)
24.1 29. . . .
HR 9.6 55 40.1 16.0
(1.9) 21 (23)
28.6 33.3 4.8 41.9 13.3
HU
(1.2) (1.3) (1.2)
IE 29.8 34.8 5.0 41.0 11.2
1.3) 12 (1.4)
IT 25.1 32.2 7.0 38.8 13.7
(1.1) (1.3) (1.3)
22.3 26.5 4.2 34.3 12.0
LT
(2.0) 22 21
27.3 34.0 6.6 40.0 12.6
LU
1.7 (1.6) @7
26. . . . .
LV 6.9 334 6.5 39.7 12.8
(23) (2.9) (2.4
24.7 28. . . .
NL 8.8 4.1 34.6 9.9
(15) 17 (2.0)
PL 23.8 29.4 5.6 35.2 114
(1.0 (1.0) (1.1
24.8 31.4 6.6 38.4 13.6
PT
(1.1) 1.2) (1.3)
S| 22.2 28.4 6.2 34.8 12.6
(14 (1.5 7
21.2 27.2 6.0 32.6 11.4
SK
17 (2.1) (2.1)
Euro Area 25.2 30.8 5.6 37.8 125

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data
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The potential impact on household earnings inequality is assessed via the Gini coefficient and is
shown in Table 4. On average across the Euro Area the Gini coefficient (multiplied by 100 for
ease of presentation) of pre-COVID household earnings was equal to 38.5. It increases to 39.7
after potential earnings losses of scenario A are taken into account and to 42.1 when those of
scenario B are considered. The pre-COVID household earnings distribution is most compressed
in Austria, the Netherlands and Slovak Republic and least so in Germany, Ireland and Portugal.
This remains the case when potential earnings losses are accounted for in either scenario. The
increase in earnings inequality in both scenarios is particularly large in Cyprus and Luxembourg

and relatively modest in Finland and Lithuania.

As in Palomino et al. (2020) the LWA index and earnings losses are also calculated here at the
individual level in the first instance, and a comparison between the potential impact at individual
and household levels allows the cushioning role of other earnings in the household to be studied.
The results for the individual level are presented in the appendix and can be compared to those of
Tables 2 to 4. In general, we find that average potential earnings losses are higher at the individual
level, but the pattern of smaller losses at the top of the earnings distribution consists at both levels.
The increases in the share of households with low earnings and in the earnings Gini are also larger
at the individual level, reflecting the buffering impact of the presence of other earnings. For details

we refer to the appendix.
3. Savings and Assets as Buffers for Potential Earnings Losses

When households suffer earnings losses due to a labour market shock, the impact on their
consumption and living standards will greatly differ depending on the savings buffer they can
draw upon. Thus, it is crucial to know the extent to which earnings losses can be promptly
replaced by running down liquid assets. For that purpose, we estimate for each household how
much of the potential earnings losses estimated as described in the previous section can be
buffered by their net liquid assets. The measure of net liquid assets employed in HFCS comprises
the value of sight and savings deposits, mutual funds, bonds, non-self-employment private
businesses, publicly traded shares and managed accounts minus the outstanding value of credit
card debt and other non-mortgage debt (HFCN, 2020).
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Table 4. Gini index, pre-COVID and in lockdown scenarios

(A) 2m + 6m -20% (B) 4m + 8m -40%
Country Baseline After potential After potential A
earnings losses earnings losses
33.4 34.9 1.4 37.9 4.5
AT
(1.5) (1.6) (1.6)
BE 34.5 35.9 1.4 37.9 3.4
13) (1.4) 14
oy 34.6 36.5 1.9 40.0 5.4
(12) (12) (1.2)
42.7 44.0 14 46.1 3.4
DE
(1.0 (1.0) (1.0)
37.8 39.0 1.2 41.0 3.2
EE
0.7) 0.7) 0.7)
Es 42.1 43.5 1.4 46.5 4.3
(1.1) (1.1) (1.0)
FI 38.7 39.3 0.6 40.9 2.2
(0.4) (0.4) (0.4)
37.8 38.8 1.0 40.8 3.1
FR
(0.5) (0.5) (0.5)
GR 35.0 35.8 0.8 39.3 4.3
(1.0) (0.9) (0.8)
40. . . . .
HR 0.3 40.9 0.7 435 3.3
(2.0) (1.8) a7
39.1 39.9 0.8 42.5 3.4
HU
(0.7) (0.7) 0.7)
IE 44.1 45.6 1.5 48.1 4.0
(1.4) (1.4) (1.3)
IT 40.8 42.3 1.5 45.1 4.3
0.9 (0.9) (0.9)
39.1 39.7 0.5 41.7 2.6
LT
(1.5) (1.6) (1.6
40.0 42.0 2.0 45.2 5.1
LU
(1.0) (1.0) (1.0)
41, . . . .
LV 6 42.9 1.3 451 3.5
13) (1.4) 14
NL 33.3 34.2 0.9 36.5 3.2
(0.7) (0.7) (0.8)
PL 37.5 38.7 1.3 40.7 3.2
(0.8) (0.9) (0.9)
43.5 45.1 1.5 47.4 3.9
PT
(1.6) (1.5) 1.3)
S| 37.7 39.0 1.4 41.0 3.3
(1.1) (1.1) 1.2)
34.0 35.1 1.1 36.9 2.9
SK
(11) (L.1) (1.2)
Euro Area 38.5 39.7 1.2 42.1 3.6

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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We have seen that both the intensity of earnings losses due to the pandemic and the increase in
the share of households falling below the low-earnings threshold are significant and uneven across
European countries. But, what about the capacity that households have to buffer these losses with
their liquid assets? To facilitate the interpretation of cross-country variation in the level of
buffering, we first look at the median levels of liquid assets held across countries and how this
relates to both the level of earnings and total wealth. Table 5 shows that median liquid assets are
equal to about a third of median household earnings in the Netherlands and Austria, while median
liquid assets are zero in Croatia and Latvia. The first two countries, however, reflect a situation
in which median total net wealth is relatively modest in cross-country comparison, but where

households tend to invest a relatively high share of their wealth in liquid assets (around a quarter).

Table 5. Median assets versus earnings

Ratio median Median
Median Median liquid Median share of net
L . net .
Country household  liquid assets assets/median wealth owned in
. wealth L
earnings (€) (€ household © liquid assets (%)
earnings
AT 44,200 13,000 0.29 82,700 225
BE 50,700 12,300 0.24 212,500 14.4
CY 26,600 400 0.02 195,900 0.5
DE 41,700 7,000 0.17 70,800 18.3
EE 20,700 1,400 0.07 47,700 55
ES 25,000 4,700 0.19 119,100 3.9
Fl 39,000 4,000 0.10 107,200 12.8
FR 30,000 5,300 0.18 117,600 8.3
GR 18,800 500 0.03 60,000 1.7
HR 11,600 0 0 61,500 0.0
HU 12,500 300 0.02 35,900 1.4
IE 49,700 3,000 0.06 185,000 2.8
IT 26,000 5,000 0.19 132,300 6.5
LT 9,100 400 0.04 45,900 1.0
LU 67,000 16,400 0.24 498,500 6.3
LV 10,900 0 0 20,500 0.6
NL 45,500 14,700 0.32 67,400 27.8
PL 14,200 1,500 0.11 60,500 3.6
PT 19,000 2,500 0.13 74,800 6.6
Si 23,300 500 0.02 91,600 1.1
SK 16,600 1,400 0.08 70,300 2.6
Euro Area 28,900 4,500 0.16 99,400 8.9

Source: Authors’ calculations based on third wave HFCS data.
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Table 6 presents for each of our two lockdown scenarios the average share of potential earnings
losses that could be buffered by the liquid assets held by households in each country, overall and
by household earnings quintile. We see that across the Euro Area as a whole, by drawing on these
assets households could cushion 56% of their potential earnings losses in scenario A and 51% in
scenario B. Again, these averages mask very substantial differences across countries. The average
capacity to buffer earnings losses with liquid assets in Scenario A — also presented in Panel A of
Figure 2 —ranges from only 27% in Croatia and Latvia up to 80% in Austria and the Netherlands,
with a similar range at slightly lower levels for scenario B (see Panel B of Figure 2). In six out of
the 21 countries the average buffer across all households is less than 50% in scenario A, while

this is the case for 10 countries in scenario B.

Table 6 also shows how this capacity to buffer varies within the national pre-COVID household
earnings distributions. In almost all countries (Lithuania being the exception) households in the
top quintile are able to buffer a higher share of their potential earnings losses than those lower
down the distribution. The extent of variation across the bottom four quintiles is generally limited,
however; in very broad terms, the capacity to buffer potential losses varies in a fashion that is
quite similar to those losses. With those loses being roughly similar proportions of earnings in the
quintile on average, this reflects the fact that liquid assets increase in line with the underlying
level of earnings on average as one moves up the quintiles. It is also notable that in countries such
as Croatia and Latvia, the average buffer is lower than 50% even in the top quintile in both
scenarios; that is also the case in Greece and Lithuania in scenario B. Hence, in terms of liquid
assets — the component of net wealth on which households will be able to draw most readily — a
very substantial number of households in European countries would not be able to cushion most

or all of the potential earnings losses resulting from the COVID-19 induced labour market shock.

Alongside the share of potential earnings losses that could be buffered by liquid assets, it is also
relevant to see what proportion of households affected would fully exhaust those assets in doing
so. Table 7 and Figure 2 show that, in scenario A and on average for all households affected in
each country, this ranges from as low as one-quarter in Austria up to three-quarters in Croatia,
and is over half in Cyprus, Estonia, Greece, Hungary, Ireland, Latvia and Slovenia. This share is
slightly higher in the more stringent Scenario B. Once again the top quintile is, in both scenarios,
generally distinctive with a lower proportion of households fully running down their liquid assets

than lower down the distribution (Table 7).
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Table 6. Average share of potential household earnings losses buffered by liquid assets, by
household earnings quintile

Country

(A) 2m + 6m -20%

(B) 4m + 8m -40%

Al QL Q2 Q3 Q4 Q5 | Al QLI Q2 Q3 Q4 Q5

AT 80.0 70.7 742 79.7 856 888 | 736 664 669 729 779 83.0
12 @8 @1y (9 @3 @@ | @1y @E9 E1 @G @5 (@21

BE 711 516 569 728 823 895 | 670 46.6 527 674 785 86.9

21 67 G4 @7 (©G6) @G5 | @ G7 (G4 (@8 (@O0 @8

cy 428 284 371 422 515 597 | 394 265 333 36.2 497 565
(24 (G4 (66 (3 (9 (60 | 23 (63 (620 (GO (68 (59

DE 60.1 417 518 66.1 715 831|561 376 479 619 67.3 795

@3 (33 @7 (29 (9 (G0 | @3 (@32 @7 (9 (28 (30

520 46.8 442 48.7 57.7 669 | 473 426 399 438 523 615

EE @3) (G4 @) (9 @G G0 | 13 (B3 (30 (9 (G1) (29

688 581 60.2 66.0 80.2 867 | 608 503 523 571 719 812

£ (18)  (55) 29 @1 @71 @28 | 18 (G4 (29 @G (29 (3

Fl 515 470 435 478 537 643 | 474 421 394 440 49.8 599

(08 (3.0 (8 @n (@6 (16 | (08 (29 @7 (16 (16 (16

FR 638 532 569 66.3 753 841 |590 467 517 616 720 816

(09 (21 (18 (@16 (19 (@5 | (09 (20 (@8 @7 (19 (16

GR 389 288 345 343 385 530 | 318 231 292 272 309 439
(229 (68 @41y (1) @45 @y | @y G @3y G2 @2 @2

HR 273 252 224 228 298 349 | 230 239 175 183 26.2 284
23 (1) @4y (G2 6 G | 22 (O @GN (@8 (G5 @1

HU 479 489 408 436 49.8 574 | 433 46.2 36.7 38.8 441 520
12 @1 @7 (25 @7 @8 | @2 @0 (27 (@6 @7 (29

IE 50.6 405 453 50.1 475 712 | 442 343 40.1 412 415 65.9

w7 (39 (43) (28 (28 @G1) | 19 (38 (5 @7 (26 (31

66.7 46.2 632 690 722 783 | 594 399 560 615 643 70.8

T 12 @0 (26) (28 (22 @2 | 13 (28 (27 (9 (249 (22

LT 518 56.4 525 474 549 474 | 437 50.3 442 383 46.7 38.8

(23) (7.0 (62 (59 (66) (54 | (249 (76) (61) (56) (68 (5.1)

LU 66.0 555 505 678 876 885 | 606 481 444 633 829 864

(18) (48 (39 (@45 (@7 (35 | (18 (45 @9 (64 (GO (34

LV 269 255 230 186 354 454 | 228 209 203 152 28.8 40.0

(1) (46 (44 (42 (49 (G2 | 19 @3 (@1 G5 (39 (49

NL 806 679 736 839 870 895 | 747 625 677 770 818 837

(15 (48 38 (29 (28 (22 | (16) @47 (@GO (G4 (B0 (26

L 65.6 599 638 614 638 76.2 | 601 553 585 558 585 703

1y @E2 (26) (29 (23 (@8 | 1Yy @2 (@6 @G 249 (19

T 609 530 501 614 669 827 | 556 484 441 545 622 794

a4 @1 (32 (28 (9 @7 | @) @1 (30 (28 (29 (28

S| 437 378 360 383 510 559 | 387 338 309 331 457 503

(16) (35) (29 @5 @5 (B3 | (15 B3 (26 (G4 (B8 (32

SK 59.1 543 526 577 602 673|532 499 465 521 532 618

(220 (63 (1) @46 (G @n | 22 (63 (G @4 (6O @

il:gg 56.0 475 492 546 620 70.0 | 506 426 438 486 56,5 64.8

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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Figure 2. Average share of earnings losses buffered by liquid assets and share of
households depleting liquid assets
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Table 7. Percentage for whom buffering potential earnings losses exhausts liquid assets

2m + 6m -20% 4m + 8m -40%

Country Al Q1 02 Q3 Q4 Q5| Al Q1 Q2 Q3 Q4 5
AT 255 303 30.6 266 227 17.2 | 343 338 424 381 322 249
12 (33 @1 (1) (8 (23 | (13 @33 (35 (38 (29 (29

ae 320 517 452 284 216 133|365 543 503 359 256 16.0
(20) (53 (48 (43 (41 (35 | (200 (3) (50 (45 (41  (36)

oy 589 660 646 654 500 418 | 624 679 686 711 523 452
@3 (1) (62 G4 (66 (65 | 23 (G0 @48 (60 (54 (56)

o 434 559 528 402 326 207 | 481 590 568 462 387 258
@) @EY @0 (GO (@8 @) | @3 (29 @9 GO @7 (29

e 52.8 540 615 583 473 388 | 578 57.0 653 624 546 46.6
L) @EY @0 29 @) @9 | @3 @) @GO (29 @) (30

e 357 371 450 430 241 174 | 429 408 518 502 370 226
L6) @0 (1) (2 (29 (G2 | 16 (8 @) (3 (2 (34

o 482 389 567 544 498 405 | 522 407 60.9 592 544 454
©n @15 @6 @15 (@6 @e | O (L5 (16 (L5 (16 (L6

r 380 430 449 373 266 183 | 422 459 492 431 305 220
08 (1.6) (16 (1.6) (@7 (14 | (08 (16 (1.6) (16 (1.8 (L5

R 505 554 594 667 645 522 | 645 590 640 704 707 587

(20) (46) (44) (46 (1)  (43) | @0 (@4 (44 (45 (B9 (40
HR 742 677 802 785 733 712 | 779 679 838 829 765 783
(24) (58 (41 (56) (60 (49 | @1) (58 (37 (49 (60) (4.6)
55.1 526 609 593 556 46.0 | 585 545 636 626 599 513

HU 11) @25 (27 (8 (28 (30) | (1) (4 (@7 (9 (29 (31
e 527 533 591 582 543 339|581 571 637 640 602 41.3
w8 (35 (39 (35 (26 (30 | (19 (31 (42 (34 (26 (33
IT 40.1 586 427 371 36.7 27.0 | 469 625 490 440 426 37.6
12 @n (@8 (@n @5 (23 | (13 @71 @9 (26 @49 @0
LT 456 36.7 406 549 473 519 | 509 409 457 586 557 57.0
(249 @4 (64 (61 (@0 (50 | G0 (@7 (66 (61 (B0 (47
369 472 520 358 166 139 | 440 57.0 584 405 255 179
LU w7 @1 (42 (45 (34 (33) | (18 (46 (38 (60) (46 (32
LV 69.1 649 761 714 70.7 570 | 71.7 657 776 752 738 64.2
(249 @42 @1y (G4 @3 (GO | 23 @3 @42 (1) @1 @46
213 273 267 198 16.7 139 | 272 314 304 289 228 209
NL @5 @B7 (66 (B0 (9 (29 | @) (38 (36 @41 (33 (29
L 417 430 432 474 444 316 | 477 460 494 531 508 399
12y @O @) @49 @5 @y | @13y EO @Gy G6 (26 (22
PT 435 466 565 465 373 187 | 48.7 489 63.0 540 428 23.0

4 (29 G2 @GO GO @6 | 14 GO (29 (28 (9 @0

S| 618 612 712 683 576 491 | 668 639 769 729 620 56.9
(16 B2 @2 (@G (¢ @8 | (16 @) (28 (65 @) (36
477 476 551 492 480 398 | 53.7 50.6 60.3 558 56.2 461

(23 (48 (63 44 (9 (63 | @2 #8 (GO @41 G (49

SK

Euro Area | 469 495 536 498 428 340 | 521 526 58.6 557 488 401

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data
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Does accounting for liquid savings significantly reduce the share of households falling below the
low-earnings threshold because of the pandemic? We evaluate this by adapting the low
earnings/inequality measures presented earlier to include only those earnings losses that cannot
be covered by the liquid assets available to the household. Table 8 shows that in lockdown
scenario A the share of households with earnings below the threshold would then increase on
average across the Euro Area by 3.2 percentage points compared to the pre-COVID situation,
while in scenario B that increase would be 8.1 percentage points. The corresponding average
increases shown in Table 3 when liquid asset buffers were not taken into account were 5.6 and
12.5 percentage points respectively, so incorporating the buffers attenuates the impact but it
remains substantial. Relatively large increases in the share of low earnings households are now
seen in Croatia, Cyprus, Greece, Latvia, Luxembourg and Slovenia while the smallest increases
are in France, Poland, and the Netherlands. This differs somewhat from the ranking observed

before liquid asset buffers are incorporated, as is visualised in Figure 3.

Countries such as Croatia, Cyprus, Greece, and Latvia did not have particularly high average
earnings losses but now do worse because of their limited capacity to buffer those losses with
liquid assets. Austria, on the other hand, was among the countries with the most substantial
impacts before taking liquid assets into account, but is now well below average because (with the

Netherlands) it has the greatest capacity to buffer losses via liquid assets.

Figure 3. Percentage point increase in share of households below low-earnings threshold in
each scenario (with and without liquid assets buffering)
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Table 8. Share of households below low-earnings threshold after buffering by liquid assets

(A) 2m + 6m -20% (B) 4m + 8m -40%
Country Baseline After liquid assets A After liquid assets A
buffering buffering
20. . . . .
AT 0.9 23.3 2.3 27.3 6.3
(12 (12) (1.3)
23. . . . .
BE 3.8 26.3 2.5 29.8 6.0
(1.8) (1.8) (1.9)
21.8 26.9 5.1 333 11.5
CY
(2.0) 1) (2.4)
27.5 30.3 2.8 34.0 6.4
DE
(1.2) (1.3) 12)
27.6 30.4 2.8 34.2 6.6
EE
(12) (1.3) (1.3)
Es 28.3 30.4 2.1 35.9 7.6
(1.6) (1.6) an
Fl 27.8 30.0 2.2 33.7 5.9
(0.5) (0.6) (0.6)
27. . . . .
R 0 28.7 1.7 31.9 4.9
(0.8) (0.8) (0.9)
24. . . . .
GR 3 29.1 4.8 39.6 15.2
(1.7) (1.9 (2.3)
24.1 27.6 3.5 37.6 13.5
HR
(1.9 (2.0) 22
28.6 31.7 3.1 37.9 9.3
HU
(11) (1.3) (1.1)
IE 29.8 32.6 2.8 36.9 7.1
(1.3) (1.3) 1.2
IT 25.1 28.2 3.1 32.7 7.6
(11) (1.1) 1.2)
22.3 24.7 2.4 30.8 8.5
LT
(2.0) @1 @1
27. . . . .
LU 3 31.8 4.4 35.7 8.4
() (16 17)
26. . . . .
LV 6.9 32.9 6.1 38.2 11.3
(2.3) (2.5) (2.3)
24.7 26.1 1.4 29.2 4.5
NL
(1.5) (1.5) (1.6)
23.8 25.9 2.2 29.1 5.3
PL
(1.0) (1.0) (%))
24.8 28.4 3.6 32.9 8.1
PT
(11) (1.2) (1.3)
S| 22.2 26.9 4.7 31.8 9.6
(1.4) (1.9) an
21.2 24.5 3.3 27.7 6.4
SK
(L7 (2.0) (2.0)
Euro Area 25.2 28.4 3.2 33.3 8.1

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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A similar picture is seen when we re-calculate the impact of potential earnings losses on the Gini
coefficient for the household earnings distribution incorporating buffering of those losses by
liquid assets, as shown in Table 9. In lockdown scenario A the average Gini coefficient across
countries increases by 0.9 percentage points compared to the pre-COVID earnings distribution
and in Scenario B that figure is 2.8 percentage points. These compare with the increases with no
buffering of 1.2 and 3.6 percentage points that we saw in Table 4, so taking liquid asset buffers
into account reduces the estimated impact by about one-quarter. Relatively large increases in
inequality are now seen in Cyprus, Estonia, Greece, Ireland and Luxembourg while the smallest
increases in Austria, Finland, Netherlands and Lithuania. This differs somewhat from the pattern
observed without incorporating liquid asset buffers, as countries such as Cyprus, Estonia and
Greece did not have particularly high average earnings losses but now do worse because of the

limited capacity to buffer those losses with liquid assets.

It is worth also considering briefly the buffer that could potentially be provided by total net wealth.
Property and other forms of illiquid wealth cannot generally be drawn on directly in the short term
to fill the gap left by a negative income shock, but they can in some circumstances serve as
security against borrowing. While poorer households in particular may face many obstacles to
such borrowing, it is nonetheless worth presenting the results of an analysis illustrating the extent
to which potential earnings losses could be buffered if total net wealth could in fact be deployed
for that purpose. The concept of net wealth in HFCS, which we adopt here, covers besides the
liquid assets also the value of the main residence and other real estate, valuables, vehicles, self-
employment businesses, money owed to the household, private pensions and life insurances and
any other assets net of the value of both mortgage and non-mortgage debt. Table 10 shows that
the average buffer would be much higher than it was with liquid assets alone (in Table 6),
reaching 93% on average across the Euro Area with scenario A and 91% with scenario B. The
variation across and within countries remains substantial but is less than was seen for liquid assets,
reflecting the fact that those are more unequally distributed than non-liquid and thus total assets.
The average share of earnings losses that could be buffered by net wealth is lowest in Germany
and the Netherlands at about 85%, while it is highest in Lithuania, Poland and Slovak Republic
at more than 96%. This reflects the fact that median net wealth levels are low compared to median
household earnings in the former and relatively high in the latter (see Table 5).* Comparison
across pre-COVID household earnings quintiles shows that average compensation shares are

again highest in the top quintile but are now also high at the bottom of the distribution.

13 At the extreme, the Netherlands was the best performing country in terms of buffering by liquid assets
but is the worst in terms of net wealth, because the ratio between median net wealth and median household
earnings is very low and net wealth is very unequally distributed, while Dutch households have the highest
median share of their wealth invested in liquid assets across the Euro Area (Table 5).
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Table 9. Gini index after liquid assets buffering

(A) 2m + 6m -20% (B) 4m + 8m -40%
Country Baseline After A After liquid assets A
liquid assets buffering buffering
33.4 34.2 0.7 35.7 2.3
AT
(1.5) (1.5 (1.5
BE 34.5 35.5 1.0 36.8 2.3
(1.3 (1.3) (1.4)
oy 34.6 36.1 1.5 39.0 4.4
(1.2) (1.2 (1.2)
42.7 43.7 1.0 45.1 2.4
DE
(1.0) (0.9) (1.0)
37.8 38.9 1.1 40.4 2.5
EE
(0.7) (0.7) 0.7)
Es 42.1 43.2 1.0 45.4 3.3
(11) (1.1) 1.2)
FI 38.7 39.3 0.6 40.5 1.9
(0.4) (0.4) (0.4)
37.8 38.5 0.8 40.0 2.2
FR
(0.5) (0.5) (0.5)
GR 35.0 36.1 1.0 39.0 4.0
(1.0) (0.9) (0.9)
40. . . . .
HR 0.3 41.0 0.7 43.3 3.1
(2.0) (1.8) (1.6)
39.1 40.0 0.9 42.1 3.0
HU
(0.7) (0.7) 0.7)
IE 44.1 45.3 1.2 47.5 3.4
(1.4) (1.4) (1.4)
IT 40.8 41.6 0.9 43.6 2.8
(0.9) (0.9) (0.9)
39.1 39.3 0.2 40.7 1.6
LT
(1.5) (1.5) (1.5)
40.0 41.4 1.4 43.7 3.6
LU
(1.0) (1.0 (1.0
41. . . . .
LV 6 42.9 1.2 45.0 3.4
(1.3) (1.4) (1.4)
NL 33.3 33.9 0.5 35.1 1.7
0.7) (0.7) (0.8)
PL 37.5 38.4 0.9 39.7 2.3
(0.8) (0.8) (0.8)
43.5 44.6 1.0 46.3 2.7
PT
(1.6) (1.4) (1.3)
S| 37.7 38.9 1.2 40.6 2.9
(11) (1.1) (1.2)
34.0 34.8 0.8 36.2 2.1
SK
(1.1) (11) (1.1)
Euro Area 38.5 39.4 0.9 41.2 2.8

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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Table 10. Average share of potential household earnings losses buffered by net wealth, by
household earnings quintile

Country

(A) 2m + 6m -20%

(B) 4m + 8m -40%

Al QL Q2 Q3 Q4 Q5 | Al QLI Q2 Q3 Q4 Q5

AT 93.1 875 901 940 959 970 | 9.2 838 864 91.0 936 955
07 (20 22 @ @2 (@©7n | O0n 21y @4 @4 (@3 (09

BE 947 800 965 96.7 996 99.1 | 93.7 777 950 96.2 99.6 98.3
(t2y @48 (20 (18 (04 (08 | (12) (GO (22 (@18 (4 (10

oy 93.3 935 928 915 943 956 | 923 924 91.0 903 93.8 95.6
149 @2 @G3) (B6) (26 (20 | 149 (@3 @6 @6 @270 (21

DE 86.1 718 832 90.1 948 983|839 679 806 886 937 97.6
@) @1 (24 (19 @7  ©O7n | @y 33 (24 @) @7 (10

93.7 893 939 921 969 973 | 929 88.8 93.2 90.7 963 96.5

EE 08 (23 (1.6) (18 (09 (09 | (08 (24 (16) (L9 (@10  (10)
935 917 903 954 935 988 | 927 91.0 895 936 931 98.7

£ (09  (28) (200 (@5 (21 (06 | (100 (28 (200 (19 (@21 (07
Fl 90.1 797 856 898 932 973|887 760 840 885 921 96.4
(05) (24 (5 (1) (©8 (06 | (05 (25 (@5 (1) (08  (06)

FR 948 885 935 972 989 991 | 931 851 914 963 984 98.7
(05)  (16) (09 (04 (©3) (04 | (06 (@7 (1) (©5 (04 (06)

GR 889 830 850 909 893 940 | 8.1 803 821 881 854 920
4 65 @9 @0 @n @y | @y G5 @9 @4 EH (22

HR 932 953 880 900 958 965 | 923 936 874 894 954 953
4 @n @n @8 (249 (@15 | 1y @GN G8 E9 @5 (19

HU 923 909 893 908 954 952 | 911 905 878 894 942 939
07 (@9 (19 (16 (12) @4 | 07 (200 (19 @8 (13) (16

IE 923 830 879 939 966 984 | 901 783 850 919 954 97.9
07) (28 (22 (12 (10 (06 | 08 (300 (24 @3 @12 (07

IT 948 869 948 940 977 989 | 929 845 924 916 959 984
(0.6) (25) (09 (14 (©6 (05 | (06 (25 (@1 (@26 (07 (05

LT 980 976 986 974 981 984 | 976 975 985 970 973 97.8
(0.6) (20) (3 (@5 (9 (1O | (06 (200 (13 (14 (149 (@11

LU 944 90.0 935 947 99.1 994 | 928 882 90.2 933 989 99.3
(09) (25) (6) (@9 (©9 (04 | 1O (27 (@0 (22 (@11 (04

LV 90.0 819 90.8 930 941 945 | 887 803 899 908 935 939
wy G2 @5 @n @8 @y | @n (G3 @G6 (9 (@28 (21

NL 853 826 79.0 859 891 902|834 800 76.1 840 87.6 895
(14) (38 (46) (43) (36 (29 | (15 (420 (48 (44 (35 (29

PL 96.3 953 96.6 959 950 985 | 956 938 959 952 942 98.1
04 (10) (08 (1.0) (11) (05 | (04 (12 (09 @0 (12  (06)

T 923 886 895 925 951 986 | 90.9 86.9 87.2 911 942 97.8
08 (2 (20) (15 (15 (09 | 09 (24 (22 @6 (@16 (12

S| 928 894 916 893 978 956 | 91.8 87.7 90.3 889 973 946
(109 B2 21y (@24 ©O©7n (@5 | (1O @3 (21 (25 (08 (16

SK 971 955 964 977 975 975 | 9.9 954 962 975 973 97.3
(06 (229 (@14 (@14 (@0 (18 | (06 (23 @14 @4 @O (@8

il:,gg 927 877 90.8 930 956 97.1 | 913 857 891 916 946 96.3

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data
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We can again look at household-level low earnings and earnings inequality when potential
buffering by total net wealth is taken into account. Table 11 shows that the share of households
with low earnings described earlier would then increase on average across the Euro Area by only

0.6 percentage points in lockdown scenario A and 1.6 percentage points in scenario B.

The corresponding results for the Gini coefficient are in Table 12. In this case, lockdown scenario
A sees a 0.3 increase in the Gini compared to the pre-COVID baseline and scenario B has a 0.7
increase. This brings out the extent to which being able to draw fully on net wealth, however
unrealistic that might be in the short term in particular, would attenuate the impact of the potential

earnings losses of households most likely to be impacted by the pandemic.

Finally, while we made clear at the outset that the potential earnings losses captured here may be
offset to a significant extent by state action via transfers and taxes etc., it is also relevant that
actual earnings losses may not need to be fully cushioned to maintain consumption levels. This
will be the case where household disposable incomes exceed consumption levels, which will be
most common towards the top of the income distribution. At the other extreme, where own
savings are not sufficient and borrowing against non-liquid wealth is not possible, low-income
households could try to get help from family and friends. In that context the HFCS asks
respondents “In an emergency, could (you/your household) get financial assistance of say EUR
5,000 from friends or relatives who do not live with you?”. Table 13 shows the percentage
answering this question in the affirmative in each country, overall and across the household
earnings quintiles. Across the Euro Area on average only about 56% believe they would be able
to get such (significant) financial assistance from family or friends in times of need. Overall,
Eastern European households are least confident in that respect, whereas more than 70% believe
they could rely on help from friends and family in Belgium, Luxembourg, the Netherlands and
Portugal. Across the household earnings distribution those in the bottom quintile are almost
always the least confident of getting such financial assistance, while those in the top quintile are

most confident in every case.
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Table 11. Share of households below low-earnings threshold after net wealth buffering

(A) 2m + 6m -20%

(B) 4m + 8m -40%

Country Baseline After After
net wealth buffering net wealth buffering

20.9 22.0 1.1 23.7 2.7
AT

(12) (1.2) (1.2)

23.8 24.2 0.4 24.7 0.9
BE

(1.8) 1.8 (1.8)

21.8 22.3 0.6 22.8 1.0
CY

(2.0) (2.1) (2.1)

217. . . . .
DE 5 28.1 0.6 29.6 2.1

(1.2 (12) (1.2)

217. . . . .
eE 6 28.0 0.5 28.5 1.0

(12 12 (1.2)

28. . . . .
ES 8.3 28.9 0.5 29.7 14

(1.6) (1.6 L7
Al 27.8 28.4 0.6 29.5 1.6

(0.5) (0.6) (0.6)

27.0 27.5 0.5 28.2 1.2
FR

(0.8) (0.8) (0.8)

24.3 25.4 1.0 27.4 3.0
GR

(1.7 (1.8) (2.0)

24.1 24.6 0.5 25.6 1.5
HR

(1.9) (1.9) (2.0)

28.6 28.9 0.3 30.4 1.8
HU

(11) (1.2) (11)
IE 29.8 30.4 0.6 314 1.6

(1.3) (1.3 (1.3)
IT 25.1 25.4 0.3 26.9 1.7

(1.1) (1.1) (1.1)

22.3 22.3 0.0 22.5 0.2
LT

(2.0) (2.0) (2.0)

27.3 28.1 0.8 29.5 2.2
LU

(1.7) 17 (1.7)

26.9 27.3 0.5 28.9 2.0
LV

(2.3) (2.3) (2.3)

24.7 25.9 1.2 27.8 3.1
NL

(1.5) (1.6 (1.6)
L 23.8 24.0 0.3 24.4 0.6

(1.0) (1.0) (1.0)

24. . . . .
PT 8 25.5 0.8 26.9 2.1

(1.1 (1.1) 11
S| 22.2 22.9 0.7 23.8 1.6

(1.4) (1.5) (1.5)

21.2 21.6 0.4 21.7 0.5
SK

7 1.7 @

Euro Area 25.2 25.8 0.6 26.8 1.6

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data
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Table 12. Gini index after net wealth buffering

(A) 2m + 6m -20% (B) 4m + 8m -40%
Country Baseline After net wealth After net wealth
. A . A
buffering buffering
33.4 33.8 0.3 34.6 1.1
AT
(1.5) 1.5) (1.5)
BE 34.5 34.7 0.2 35.0 0.5
(1.3) (1.4) 14
oy 34.6 34.8 0.2 35.1 0.6
(1.2) (12) (12)
42.7 43.2 0.6 44.0 1.3
DE
(1.0) (1.0 (0.9)
37.8 38.0 0.2 38.3 0.5
EE
(0.7) (0.7) 0.7)
Es 42.1 42.3 0.2 42.9 0.7
(1.1) (1.1) (1.1)
FI 38.7 39.0 0.3 39.5 0.8
(0.4) 0.4) 0.4)
37.8 38.0 0.2 38.4 0.6
FR
(0.5) (0.5) (0.5)
GR 35.0 35.4 0.4 36.5 1.4
(1.0) (1.0) (1.1)
40. . . . .
HR 0.3 40.5 0.2 40.7 0.4
(2.0) (1.9) (1.6)
39.1 39.3 0.2 39.8 0.7
HU
(0.7) (0.7) 0.7)
IE 44.1 44.4 0.3 45.0 0.9
(1.4) (1.4) (1.3)
IT 40.8 41.0 0.3 41.6 0.9
(0.9) (0.9) (0.9)
39.1 39.1 0.0 39.2 0.0
LT
(1.5) (1.5) (1.4)
40.0 40.3 0.3 40.9 0.9
LU
(1.0) (1.0) (1.0)
41, . . . .
LV 6 42.0 0.3 42.4 0.7
(13) 13) (1.3)
NL 33.3 33.7 0.4 34.7 1.3
(0.7) (0.7) (0.7)
PL 37.5 37.6 0.1 37.9 0.4
(0.8) (0.8) (0.8)
43.5 43.8 0.2 44.1 0.6
PT
(1.6) (1.5) (1.3)
S| 37.7 37.9 0.3 38.2 0.5
(11) (1.1) (1.2)
34.0 34.1 0.1 34.2 0.2
SK
(1.1) (1.1) (1.1)
Euro Area 38.5 38.7 0.3 39.2 0.7

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave
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Table 13. Proportion able to receive financial assistance from family/friends

Country All Q1 Q2 Q3 Q4 Q5
AT 67.7 54.9 63.5 67.1 72.1 81.2
(13) (3.3) (3.3) (2.8) (3.1) (2.4)

BE 71.4 46.2 65.3 77.7 78.7 88.7
(1.9 (5.6) (4.6) (3.7) (3.7) (2.9)

cy 51.6 25.5 47.8 53.2 64.6 76.7
(24) (4.7) (5.3) (5.2) (4.9) (4.9)

DE 62.0 50.6 60.0 64.1 68.2 76.1
(13) (3.0) (2.9) (3.0) (2.9) 27

EE 37.7 21.0 31.8 33.5 46.8 64.2
13) (24) (2.9) (2.8) (3.1) (2.9)

Es n.a. n.a. n.a. n.a. n.a. n.a.
Fl 61.6 49.5 57.7 62.1 68.6 73.9
©0.7) (1.6) 17 (1.6) (15) (1.4)

ER 52.0 32.9 48.4 61.7 67.3 75.4
(0.9) (1.6) (1.6) (1.6) (1.9) (1.6)

GR 53.7 32.9 48.2 54.9 62.2 67.7
(2.0) (3.9) (53) (5.2) (3.9) (4.2)

HR 32.6 31.7 19.6 26.5 27.7 58.1
(2.0) (58) (4.4) (4.7) (4.6) (5.3)

HU 56.2 415 51.9 55.1 64.8 71.7
12 (2.6) (3.3) (3.6) (3.4) (2.8)

IE 68.3 43.4 60.4 74.0 82.2 84.1
13) (3.1) (3.5) (22 (1.9 (3.0)

IT 57.4 33.4 49.3 56.2 71.3 74.5
1.3) 2.9) (3.2) (2.6) 2.2) (2.5)

LT 38.1 27.0 34.6 39.6 42.9 51.0
@.7) (5.0) .7) (7.8) (6.0) (5.9)

LU 71.4 54.0 64.8 78.1 88.2 88.4
(1.6) “.2) (3.7) (3.5) (2.8) @.7)

LV 32.9 20.0 26.6 38.5 43.1 59.8
(2.3) (4.4) (4.7 (5.7) (5.2) (54)

NL 71.6 58.9 67.8 75.0 77.2 81.5
(15) (4.1) (4.0) (3.4) (4.0) (3.0)

PL 55.1 40.6 49.7 54.6 62.5 65.3
13 (3:3) (3:6) (3.2) (2.7) (2.2)

PT 75.6 65.4 73.4 80.1 81.0 82.2
(12 2.7) (24) (23) (24) (23)

S| 53.0 39.9 41.8 51.3 61.2 73.4
(18) (3.9) (3.3) (4.0) (3.5) (3.1)

SK 47.1 32.3 34.6 44.8 53.9 63.8
(2.2) (4.7) (4.7) (5.5) 4.7) (4.6)

Euro Area 55.8 40.1 49.9 57.4 64.2 72.9

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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5. Conclusion and Policy Implications

The rapid spread of the COVID-19 virus around the world has resulted in an unprecedented global
economic and social shock. While many studies have looked at the initial (differential) impact of
the COVID-19 crisis on work and income, few have looked at the extent to which households
possess the necessary means and skills to mitigate these initial effects. This paper has estimated
the potential losses in gross household earnings arising from the pandemic-related labour supply
shock. We assessed the extent to which households in the Euro Area are likely to have liquid
assets that they could draw on to buffer or cushion potential earnings losses. For this purpose it
has exploited the rich data on household wealth in the Household Finance and Consumption

Survey co-ordinated by the ECB.

We find that potential earnings losses in percentage terms are often higher in Eastern and
especially Southern European countries than in Western and Northern European ones. Within
each country those towards the top of the household earnings distribution face smaller potential
losses relative to their pre-Crisis earnings than those lower down the household earnings
distribution. This pattern of potential losses reflects the extent to which workers’ jobs are closed
in lockdown periods and cannot be performed from home. Across the Euro Area on average only
about half of those potential earnings losses could be buffered by the affected households drawing
on their liquid assets. That average figure hides considerable variation across countries. It is much
lower in countries such as Croatia and Latvia -around one quarter- and much higher in ones such
as Austria and the Netherlands, where the average household could cover 80% of the potential
earnings losses in Scenario A. Households towards the top of the household earnings distribution
are mostly able to buffer or offset more of their potential losses with liquid assets than those lower
down that distribution, with rather limited variation across the bottom four quintiles. This reflects
the fact that liquid assets increase broadly in line with household earnings on average as one
moves up those quintiles. Both the share of households on ‘low earnings’ and inequality in the
household earnings distribution are seen to increase when potential earnings losses hit’; this is
attenuated by the capacity to draw on liquid assets, but only to a quite limited extent. For the
average of the countries, the potential increase due to the pandemic in the share of households
with low earnings would still be 3.2 percentage points even discounting liquid assets cushioning
in Scenario A, and 8.1 percentage points in the more stringent scenario B and reveals significant
differences across countries in the buffering capacity of savings. If total net wealth could be seen
as a buffer it would represent a substantially higher proportion of potential earnings losses than
liquid assets alone, but it is doubtful that illiquid forms of wealth can generally serve that purpose
in the shorter term. We also find that, in addition to having a lower share of their earnings losses

covered by liquid assets in the pandemic, households towards the bottom of the earnings
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distribution and those in Eastern Europe are also the least confident about relying on financial

assistance from family or friends.

The extent to which the potential earnings losses estimated here will have occurred, and the
buffering capacity identified will have been required, depends on the effectiveness and
comprehensiveness of compensation measures undertaken by employers and governments.
Automatic stabilisers kicked into action in many countries and governments also undertook
specific compensatory measures. However, these vary across countries and over the pandemic
period in ways we have not sought to investigate here. Notwithstanding this, we provide here
evidence of the potential exposure of households across Europe to fall under the low earnings

threshold given the occupational and financial savings distribution in each country.

It will be possible to examine actual losses in terms of disposable income and the extent to which
those could be buffered by drawing on savings and assets when survey data covering the period
of the pandemic becomes available. In the meantime, the insights gleaned here into the savings
buffers available to the types of households most likely to be affected are important for both
micro-economic and macro-economic policy purposes. This is the case first in seeking to
understand the role of tax-benefit systems in crisis periods. In responding to an earnings shock
many of the automatic stabilisers in tax-benefit systems rely on information on other household
incomes and on wealth. Indeed, many ‘safety net’ social benefits are both income- and asset-
tested (see e.g. Marchal et al., 2021 for an overview of asset-testing in European minimum income
protection schemes). Moreover, our findings should be helpful to governments in considering
what kind of discretionary policies they may need to introduce and at whom these should be
targeted. Many European countries for example introduced temporary suspension of mortgage
repayments for workers hit by the crisis, but only a few introduced similar policies for renters.
Since renters typically have lower incomes and assets the latter may prove a valuable policy to

protect vulnerable households.

In-depth information on the savings and assets of the households most affected in the pandemic
is also important from a macroeconomic perspective. The extent to which economies revive after
the COVID-19 crisis crucially depends on how household consumption levels recover, on which
both their income and savings are central influences. Our findings that many of the affected
households across much of the earnings distribution do not have sufficient liquid assets to cover
their potential earnings losses suggests their consumption may well be constrained, increasing the
need for fiscal and monetary policies to boost demand in Euro Area economies. In-depth
knowledge of the limited extent of asset buffers available to households most likely to be affected
is crucial to assessing how well they could cope during the crisis, and thus the policies required

to adequately protect them, as well as how economies will be able to exit from the crisis.
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Appendix: Individual-Level Potential Earnings Losses

Our paper focused its analysis on potential earnings losses at the household level since the
information on assets we employ to assess the capacity to buffer those losses is observed at the
household level, and arguably that would in any case be the ‘least bad’ choice even if one had
measures of asset holdings at individual level. However, the LWA index and earnings losses are
in first instance calculated at the individual level and this allows the cushioning role of other
earnings and incomes in the household to be studied. This appendix provides a comparison of the
results on potential earnings losses in the two lockdown scenarios we consider between the
household and individual level. Table Al presents the average earnings losses rate across quintiles
of the earnings distribution at individual level, which can be compared with the corresponding
figures for households in Table 2. In most cases the potential earnings losses in relative terms are
greater at the individual than the household level, but the pattern of larger losses at the bottom of
the distribution than at the top exists at both levels. Table A2 shows at the individual level the
share falling below the low-earnings threshold, with the threshold determined at that level. These
are lower in the baseline pre-COVID situation than those for the household level in Table 3.
However, apart from a couple of exceptions in lockdown scenario A, the percentage point
increases are lower for the household level, with the differences sometimes quite large. Similarly,
in case of the Gini coefficient in Table A3 we generally find greater increases in earnings
inequality at the individual level than those at the household level seen in Table 4, although the
differences are smaller than for share falling below the low earnings threshold. Hence, comparing
the effect of potential earnings losses at the individual and household level does indicate that the
presence of other earnings is an important factor buffering the initial impact of the COVID-19-

induced labour supply shock on the earnings of individual workers.
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Table A 1. Mean earnings loss rate at individual level

Individual level
Country Lockdown Scenario (A) 2m + 6m -20% Lockdown Scenario (B) 4m + 8m -40%
All Q1 Q2 Q3 Q4 Q5 All Q1 Q2 Q3 Q4 Q5
AT 11.6 13.7 14.1 12.4 10.6 8.0 20.5 21.7 26.9 22.7 17.9 13.5
(0.2) (0.6) (0.5) (0.4) 0.4) (0.4) (0.4) (12 1.1 (1.0) (0.9) (0.8)
BE 8.3 11.8 11.5 7.6 6.3 5.1 14.1 17.7 19.8 12.0 11.1 9.2
(0.3) (0.8) (0.7) (0.6) (0.6) (0.6) (0.7) 1.7 @7 (12 (1.3) (1.3)
CcYy 114 16.0 14.1 10.8 9.1 5.1 21.3 26.3 26.6 20.2 17.5 10.5
(0.4) (0.9) (0.9) (0.8) (0.8) (0.8) (1.0) 2.2) (2.0) (1.6) (1.9) A
DE 10.7 13.5 12.7 10.7 8.4 6.8 18.1 21.7 23.3 18.0 12.5 12.2
(0.2) (0.6) (0.5) (0.4) (0.4) (0.6) (0.4) (1.2) (12) (0.8) (0.7) (1.3)
EE 11.2 14.2 13.0 11.3 9.3 7.8 18.0 19.3 21.6 18.0 15.5 14.0
(0.2) (0.5) (0.5) (0.5) (0.4) (0.4) (0.5) (1.0) (1.0) (1.0) (0.9) (0.9)
ES 13.1 16.5 16.8 13.0 9.7 6.1 21.1 20.4 28.6 22.6 16.6 10.5
0.3) (0.9) (0.6) (0.6) (0.5) (0.5) (0.7) (1.8) (1.3) (1.3) (1.0) (1.0)
FI 10.1 13.4 12.2 115 9.0 7.7 13.6 3.6 14.2 20.2 14.9 13.7
(0.1) 0.7) (0.4) (0.3) 02) (0.2) (0.2) (0.3) (0.6) (0.6) (0.4) (0.5)
FR 9.5 11.3 11.2 9.1 6.8 6.3 15.0 13.9 19.1 15.4 11.1 11.2
0.1 (0.4) (0.3) (0.3) (03) (03) (0.3) (0.6) (0.5) (0.5) (0.5) 0.7)
GR 14.9 17.8 17.3 16.7 12.5 12.0 27.4 24.4 32.2 32.6 24.9 23.6
(0.4) (0.9) (0.8) (0.8) (0.8) (0.8) (0.9) 21 @7 (1.9 (1.8) (1.8)
HR 14.1 14.3 16.7 14.5 13.1 12.0 23.9 17.6 29.2 26.3 24.6 21.9
(0.4) (1.0 (0.9) (0.9) 1.1 (0.9) (1.0) 1.7 21) (2.0) (23) (2.0)
HU 12.1 11.5 12.8 13.2 11.6 11.1 21.9 17.9 23.7 25.3 22.1 20.4
(0.2) (0.5) (0.4) (0.5) (0.5) (0.5) (0.5) (0.9) (0.9) () (1.0) 1y
IE 11.5 14.6 16.0 13.3 8.5 5.9 18.1 13.3 26.1 24.0 14.5 10.2
(0.2) (0.6) (0.5) (0.6) (03 (03) (0.4) (1.0) (1.0 (1.3) (0.6) (0.6)
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Individual level
Country Lockdown Scenario (A) 2m + 6m -20% Lockdown Scenario (B) 4m + 8m -40%

All Q1 Q2 Q3 Q4 Q5 All Q1 Q2 Q3 Q4 Q5

IT 119 149 142 119 9.9 8.8 225 2712 277 214 185 17.3
0.2) (0.5) (0.5) (0.5) (0.4) (0.4) (0.5) 1.2) 1.1) (1.0) (1.0) 0.9)

LT 116 126 116 126 100 1.1 18.0 181 192 19.2 15.6 17.4
(0.6) (1.2) (1.0 (1.1) (1.3) (1.4) (1.0 (1.8) (2.1) (2.2) (2.0 (2.2)

LU 10.5 168 144 7.4 5.4 5.3 18.7 287 250 13.3 10.2 9.3
03) 0.7) 0.7) 06) (06) 0.7) 0.7) w5 @ (12) (13) (13)

LV 10.9 116 145 10.3 8.9 6.9 17.4 126 253 18.6 15.0 122
0.4) (1.0) 0.7) 09) (09) 0.7) (09) 16) (L) (1.9) (18) (15)

NL 10.0 145 112 8.4 8.6 75 15.7 213 175 135 13.1 12.3
03) 0.7) 0.7) 06) (06) (05) (05) w4 @2 (11) (11) (11)

PL 117 117 149 124 111 8.6 19.1 171 258 20.0 18.7 143
02) (05) (0.4) (0.4) (0.4) (03) (0.4) 09 (09 (08) (08) 0.7)

PT 118 154 142 11.9 8.2 6.6 20.1 233 241 20.7 147 124
02) (05) (0.4) (05) (0.4) (05) (05) 10 (09 (10) (09) (10)

SI 122 148 155 133 105 7.6 18.6 188 238 21.0 16.2 133
03) 0.7) (06) (05) (05) (05) (05) w3 (@9 (11) (1.0) (10)

SK 10.8 144 126 10.1 8.7 8.6 17.9 26 214 16.7 13.9 142
(0.3) (0.8) ©0.7) (0.6) (0.6) (0.6) (0.6) (1.6) (15) 1.3) 1.1) 1.2)

i‘;erg 114 141 13.9 115 9.4 7.8 19.1 194 239 20.1 16.1 14.0

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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Table A 2. Share of individuals below low-earnings threshold (at individual level)

. Potential earnings losses
Baseline
2m + 6m -20% A 4m + 8m -40% A

AT 18.9 26.3 7.4 38.6 19.7
(0.9) (0.8) (0.9)

BE 15.4 215 6.1 28.5 13.1
12 1.5 (1.6)

CY 17.6 26.3 8.7 37.4 19.8
@7 (1.8 (1.9)

DE 27.3 32.4 5.2 39.2 11.9
(0.8) (0.9) (0.9)

EE 24.5 30.5 5.9 37.6 131
(1.0) (OB ()

ES 18.4 26.3 7.9 40.8 22.4
(1.4 (1.4 (1.5)

Fl 14.8 17.8 3.0 28.2 13.4
(0.4) (0.5) (0.5)

FR 18.4 22.9 4.5 33.0 14.6
(0.6) (0.6) (0.7)

GR 15.2 24.5 9.3 453 30.1
14 (1.5 21

HR 11.0 23.7 12.7 40.8 29.8
11 1.9 (2.0)

HU 23.8 29.7 5.9 415 17.7
(0.8) (0.9) (0.8)

IE 21.6 28.1 6.5 37.2 15.6
(1.0) (1.0) 1y

IT 19.2 26.6 7.4 38.6 19.4
(0.9) (1.0 11

LT 13.8 22.3 8.4 37.8 24.0
22 (34) 27

LU 20.4 29.8 9.4 36.5 16.1
23) 14 (1.6)

LV 18.9 27.5 8.6 36.9 18.1
(1.6) 1.7 (1.6)

NL 26.2 30.2 4.0 38.1 11.9
(1.2) (OB (1.2

PL 14.3 22.6 8.4 33.4 19.1
(0.7) (0.8) (0.9)

PT 12.5 19.2 6.6 31.0 18.5
(0.7) (0.8) (1.0)

Si 16.1 23.6 7.4 34.3 18.2
(1.0 11 (12

SK 13.2 22.0 8.8 29.6 16.4
(14 (14 (1.5)

Euro Area 18.2 25.4 7.3 36.4 18.2

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data.
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Table A 3. Gini coefficient at individual level

. Potential earnings losses
Baseline

2m + 6m -20% A 4m + 8m -40% A

AT 37.1 38.9 1.8 43.3 6.2
(1.9 (2.0 (2.0)

BE 34.9 36.2 14 38.9 4.0
(1.3) (1.3) (1.3)

CY 38.6 40.8 2.2 45.4 6.8
(1.0) (1.0) (1.0)

DE 46.1 47.4 1.3 49.9 3.8
(0.9) (0.8) (0.9)

EE 41.5 42.9 1.3 45.6 4.0
(0.6 (0.6 (0.6

ES 41.7 43.4 1.7 47.5 5.9
(1.0) (0.9) 0.8)

Fl 44.2 44.9 0.7 47.1 3.0
(03) (03) (0.3)

FR 38.4 39.7 1.2 42.6 4.2
(0.4) (0.4) (0.4)

GR 33.3 34.6 1.3 39.9 6.6
(1.0) (0.9) (0.8)

HR 37.3 38.4 1.1 42.9 5.6
(2.0) (1.8) (1.6)

HU 40.3 41.3 1.0 45.1 4.8
(0.6) (0.6) (0.6)

IE 50.4 51.9 1.5 54.9 4.5
13) 13) 13

IT 37.6 39.5 1.9 43.8 6.2
(1.0) (1.0) (1.0)

LT 36.4 37.3 0.9 40.9 4.5
(1.5) (1.6) (1.7

LU 42.3 44.4 2.1 48.1 5.7
(0.9) (0.9) (1.0)

LV 45.1 46.6 15 49.9 4.8
(1.1) (1.1) (1.1)

NL 39.2 40.0 0.8 42.8 3.7
(0.7) (0.7) (0.7)

PL 36.5 38.1 1.6 41.8 5.3
(0.8) (0.8) (0.8)

PT 44.0 45.8 1.9 49.1 5.2
13 12) (1.1)

Si 37.8 39.8 1.9 43.2 5.3
12 (12) 1.2)

SK 335 35.0 15 38.2 4.7
(1.1 (1.1 (1.1)

Euro Area 39.8 41.3 15 44.8 5.0

Note: Bootstrap standard errors are in parentheses. Source: Authors’ calculations based on third wave HFCS data
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