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Strong connection between HH debt & the Great Recession 
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Call for the micro foundations

• Accordingly, for the U.S. (which is where we have the micro foundations of the 
role of the HH debt), the result does not hold outside of the most recent period… 
despite the fact that U.S. is the one with GSEs, mass securitization, and large 
institutional base

• So, what are the micro foundations of the cross-country result that we see here? 
In particular, outside of the most recent 15 years

• That said, I would expect to find this pattern in the next 30 years



What to make out of this pattern? 

• In thinking about theoretical framework that encompasses the behavior of 
𝑑𝑑𝐻𝐻𝐻𝐻and 𝑑𝑑𝐹𝐹 , we cannot put aside the role of corporate credit 𝑑𝑑𝐹𝐹 as the central 
driving force/trigger

• The two are not independent 
• Connection to consumption and consumer credit: More highly levered firms experience 

significantly larger job losses (Giroud and Mueller, 2017)

• The use of Greenwood and Hanson (2013) in this paper reinforces this point 
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