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Article Information

Abstract

Borrowing against the increase in home equity by existing homeowners was
responsible for a signi�cant fraction of the rise in US household leverage from 2002 to
2006 and the increase in defaults from 2006 to 2008. Instrumental variables estimation
shows that homeowners extracted 25 cents for every dollar increase in home equity.
Home equity-based borrowing was stronger for younger households and households
with low credit scores. The evidence suggests that borrowed funds were used for real
outlays. Home equity-based borrowing added $1.25 trillion in household debt from
2002 to 2008, and accounts for at least 39 percent of new defaults from 2006 to 2008.
JEL: D14, R31

Citation

Menu

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

https://www.aeaweb.org/
https://www.aeaweb.org/journals/aer
https://www.aeaweb.org/journals/aer
https://www.aeaweb.org/articles/pdf/doi/10.1257/aer.101.5.2132
https://www.aeaweb.org/privacypolicy


Choose Format:

Mian, Atif, and Amir Su�. 2011. "House Prices, Home Equity-Based Borrowing, and the
US Household Leverage Crisis." American Economic Review, 101 (5): 2132–56.

DOI: 10.1257/aer.101.5.2132

Additional Materials

Replication Package (8.14 KB)

Online Appendix (81.96 KB)

JEL Classification

D14 Personal Finance

R31 Housing Supply and Markets

Copyright 2024 American Economic Association. All rights reserved.

Terms of Use & Privacy Policy

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

http://doi.org/10.3886/E116095V1
https://www.aeaweb.org/aer/data/aug2011/20090854_app.pdf
https://www.aeaweb.org/terms-of-service/site
https://www.aeaweb.org/privacypolicy
https://www.aeaweb.org/privacypolicy

