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Abstract

Home ownership is widely stimulated by policy yet its effects are poorly understood.
Exploiting privatization decisions of municipally-owned apartment buildings, we obtain
random variation in home ownership for otherwise similar buildings with similar tenants.
Granular data on demographics, income, housing and financial wealth, and debt allow
us to construct high-quality measures of consumption expenditures. Home ownership
leads households to increase spending and to smooth consumption in the wake of an

adverse income shock. We also find a positive but short-lived effect on labor supply.

Keywords: home ownership, housing wealth, MPC, collateral effect
JEL codes: D12, D31, E21, G11, H31, J22, R21, R23, R51

*First draft: May 27, 2016. Sodini: Stockholm School of Economics. Van Nieuwerburgh: New York
University Stern School of Business, NBER, and CEPR, 44 West Fourth Street, New York, NY 10012,
svnieuwe@stern.nyu.edu. Vestman: Stockholm University. von Lillienfeld: University of Luxembourg. We
thank Steffen Andersen, Raj Chetty, Anthony deFusco, Edward Glaeser, Arpit Gupta, Ravi Jagannathan,
Dirk Jenter, Ralph Koijen, Andres Liberman, Julien Licheron, Holger Mueller, Julien Pennasse, Mitchell
Petersen, Aleksandra Rzeznik, Lészl6 Sandor, Kathrin Schlafmann, Phillip Schnabel, Johannes Stroebel, Mo-
tohiro Yogo, and conference and seminar participants at Stockholm University, CUNY Baruch, U.T. Austin
finance, NYU finance, the European Conference on Household Finance in Paris, Kellogg finance, the Euro-
pean Financial Data Institute conference in Paris, INSEAD, the Utah Winter Finance Conference, EWFS, the
Cornell behavioral and household finance conference, Helsinki Finance, Swedish Riksbank, European Banking
Center network, BCL household finance and consumption workshop, Imperial College finance, and the CEPR
Asset Pricing conference in Gerzensee for comments and suggestions. George Cristea provided outstanding
research assistance. We thank Anders Jenelius from Svenska Bostdder for help with data and institutional
detail. We are grateful for generous funding from the Swedish Research Council (grant 421-2012-1247). All
data used in this research have passed ethical vetting at the Stockholm ethical review board and have also
been approved by Statistics Sweden. The authors declare that they have no relevant or material financial
interests that relate to the research described in this paper.



