
By  
Josh Zumbrun  
Updated Feb. 18, 2018 11:03 a.m. ET  

A decade after the global financial crisis, household debts are considered by many to be a problem of the past 
after having come down in the U.S., U.K. and many parts of the euro area. 

But in some corners of the globe—including Switzerland, Australia, Norway and Canada—large and rising 
household debt is percolating as an economic problem. Each of those four nations has more household debt—
including mortgages, credit cards and car loans—today than the U.S. did at the height of last decade’s housing 
bubble. 

At the top of the heap is Switzerland, where household debt has climbed to 127.5% of gross domestic product, 
according to data from Oxford Economics and the Bank for International Settlements. The International 
Monetary Fund has identified a 65% household debt-to-GDP ratio as a warning sign. 

In all, 10 economies have debts above that threshold and rising fast, with the others including New Zealand, 
South Korea, Sweden, Thailand, Hong Kong and Finland. 

In Switzerland, Australia, New Zealand and Canada, the household debt-to-GDP ratio has risen between five 
and ten percentage points over the past three years, paces comparable to the U.S. in the run-up to the housing 
bubble. In Norway and South Korea they’re rising even faster. 

Household Debt Around the World 

Ten economies have household debt levels, as a share of GDP, that are high and rising, akin to the U.S. in 
the run up to the housing bubble

Note: 65% is the threshold for ‘high’ debt to GDP and 1% growth is the threshold use for meaningfully growth. 
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The IMF says a five percentage-point increase in household debt over a three-year period is associated with a hit 
to GDP growth of 1.25 percentage points three years down the road. The historical record suggests that large 
debts lead to a short-term economic boost but long-term struggles, as a greater share of the economy’s resources 
go to servicing the spending binge associated with high debts. The IMF also finds rising household debts are 
associated with greater risks of banking crashes and financial crisis. 

“When household credit goes up too fast, the fact is, it doesn’t end well,” said Guillermo Tolosa, an economist 
at Oxford Economics.  

The disparate economies on this debt list, though far apart geographically, actually have much in common. They 
are mostly wealthy with well-developed financial systems and avoided the worst of last decade’s global 
financial crisis. Their housing markets didn’t collapse dramatically. They weren’t the focus of fiscal debt crises. 
When nearly the entire world was in recession in 2009, Australia, New Zealand and South Korea managed to 
keep growing. 

Compared with the euro area, the U.S., or Japan they looked like little outposts of stability. 

But as economist Hyman Minsky once said, stability can be destabilizing. They attracted capital and their 
interest rates followed the rest of the world’s rates lower, sparking housing booms that are now a source of risk. 

During the U.S. housing bubble, home prices nearly doubled from 2000 to their peak in 2006, according to the 
Case-Shiller home price index. In Canada, Australia, New Zealand and Sweden home prices have more than 
tripled by some measures. 

Does the risk in this quiet debt boom spell doom for the global economy? Not necessarily. Their housing 
markets and banking systems are typically not thought of as large enough to cause a global crisis. 

“It is hard to think of a scenario where a housing crash in Australia or New Zealand, for example, had a major 
impact on what’s going on the U.S. or China,” said Paul Dales, the chief Australia and New Zealand economist 
for Capital Economics. “They just aren’t entwined enough in the global financial system for that to happen.” 

Moreover, there are differences between the U.S. crisis and these new debt-binging nations. 

Regulators are more alert than last decade. Underwriting standards are generally much tougher. 

Regulators in Canada, for example, have tightened their mortgage rules multiple times since 2008, most recently 
by requiring prospective buyers, even those with 20% down payments, to prove they could afford their 
mortgages if interest rates rise. The Australian government in February launched a yearlong inquiry into the 
nation’s mortgage lending practices; some banks have already tightened standards in response. 

In many cases, these are wealthy nations perhaps prepared to carry higher debts. The median Swiss citizen is 
about four times wealthier than their U.S. counterpart, according to data from Credit Suisse .  

“There’s a lot of debt, but also a lot of assets,” said Alessandro Bee, economist at UBS in Zurich. 

Still, there is reason for concern. The 1997 Asian financial crisis, which spread to Russia and hit U.S. markets, 
started in Thailand, which few economists ever thought could spark global contagion. But its problems alerted 
investors to risks in the whole emerging-market economic and financial model. 

Collectively, those 10 economies have $7.4 trillion in total economic output and a household debt stock about 
the same size. Taken as a whole, that’s more than the output of Germany or Japan. Moreover, many of them 
have a large stock of adjustable-rate mortgages that could suddenly become more costly to service should global 
interest rates rise. 
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“They are better prepared, less likely to have a massive cataclysm like we had in the U.S.,” said Mr. Tolosa. 
“But still, we’ve come to a point where we should all be concerned.” 

—Kim Mackrael and Brian Blackstone contributed to this article. 

Write to Josh Zumbrun at Josh.Zumbrun@wsj.com  
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