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financial institutions, whose debt grew from 22 to 42 percent of the GDP
in 1981–88, and government debt, which grew from 44 to 69 percent of
the GDP in the same period. During the second debt burst, 1997–2005,
financial business debt grew even more as a percentage of the GDP,
exploding from 66 percent to over 100 percent of the GDP. During this
second period household debt also shot up, from 67 to 92 percent of
the GDP, in large measure because of home refinancing during the
housing boom, and increased credit card debt. 

The debt of non-financial companies is continuing to grow rapidly.
According to the Wall Street Journal, “Corporations are borrowing
money at the fastest clip in several years amid a wave of leveraged buy-
outs and acquisitions, rising capital expenditures and pressure from
shareholders for larger dividends and share buybacks....Nonfinancial
companies saw their debt rise 6.3% in the 12 months that ended in the

Chart 1. GDP and total debt

Sources: Calculated from tables L.1 and L.2 from the Flow of Funds Accounts of the
United States (Federal Reserve) and table B-78 from the 2006 Economic Report of the
President.
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