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The aim of this dissertation is to shed light on how households respond to
major life events.

In the first essay, I study the change in household housing expenditure and
housing wealth after divorce. The essay combines a theoretical model of divorce
with empirical tests of key predictions from the model. Next, I use Norwegian
administrative data to select a sample of married couples who divorce between
1997 and 2011, to investigate how housing wealth, debt and net wealth change
after divorce, using an event study design. Finally, I show that the increased
housing expenditure dwarfs other responses to divorce, including earnings and
financial saving.

The second essay investigates the marginal propensity to spend out of the
income shock associated with the onset of unemployment. Using Norwegian
Administrative data to select a sample of households where the husband becomes
unemployed between 1999 and 2014. We find that on average, one dollar lost
translates into a reduction in consumption expenditure of 41 cent. We extend
the analysis and investigate how the marginal propensity to spend differs across
the distribution of debt and liquid assets, and find that both high debt and
low liquid assets is associated with a significantly higher maginal propensity to
spend.

The third essay investigates whether married or cohabiting couples insure
each other against income loss. Using Norwegian Administrative data to select
a sample of individuals registering as unemployed between 1997 and 2014, I use
an event study to examine the extent to which the spending response to unem-
ployment differs between single individuals and married or cohabiting couples.
A naive event study estimation of the spending response shows a difference in
the speed of the spending response and in the accumulated spending response
over a six-year horizon, but as soon as I account for differences in net wealth,
the differences in the spending response disappears completely.
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