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Abstract

This research investigates the relationship between credit card debt and consumption

using household level data. This is a departure from the previous studies which have

used aggregate measures of consumption and general debt such as the Debt Service

Ratio or total revolving credit. We use a detailed monthly survey of credit card use to

impute credit card debt to respondents from the Consumer Expenditure Survey sample.

In contrast to some earlier studies using aggregate data, we find a negative

relationship between debt and consumption growth. Our work shows that a $1000

increase in credit card debt results in a decrease in quarterly consumption growth of

almost 2%. Investigations are also made into effects of debt within different age

categories and into the impact of expected income growth on the debt–consumption

relationship.
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Notes

 The average credit card balance among revolvers was $5100 according to the 2004

SCF and $9205 according to Bankrate.com

 See Dunn et al. (2006) for sample characteristics. The SCF has been widely used in

this literature, but the SCF appears only once in 3 years and is thus not suitable for this

research.

 The Federal Reserve has recently undertaken revisions to the DSR to make the

process used in its calculation more in line with recent changes in financial markets and

consumer behaviour, and a Financial Obligations Ratio has been developed (Dynan et

al., 2003; Johnson, 2005).

 A detailed comparison is available from the authors upon request.

 The omitted month is April 2002.

 It is conventional to use the variables in W in order to control for changes in

household preferences. See Lusardi (1996) and Souleles (2004).

 The results in this step conform to the previous literature. The results are available

from the authors upon request.

 The CEX has multiple observations on the same households, but for Step 2 we utilize

only the first observation.

 In preliminary investigations, the value 0.5 gave us the highest rate of correctly

identifying the two groups.

 Details of this adjustment process are available from the authors upon request.

 This may be related to the way in which we have designated goods as durable and

nondurable since the CEX provides no conventions on this.

 We use the same University of Michigan consumer confidence question utilized by

Souleles (2004) in a similar estimation method to impute income expectations to the

CEX sample.

 For more information on the description of the CEX survey, see CES Anthology

(2003).

1

2

3

4

5

6

7

8

9

10

11

12

13



Related Research Data

Avoiding Default: The Role of Credit in the Consumption Collapse of 1930

Source: The Quarterly Journal of Economics

Expectations, Heterogeneous Forecast Errors, and Consumption: Micro Evidence from

the Michigan Consumer Sentiment Surveys

Source: Journal of money credit and banking

How Prudent are Consumers?

Source: Journal of Political Economy

Saving and Liquidity Constraints

Source: Unknown Repository

Permanent Income, Current Income, and Consumption: Evidence from Two Panel Data

Sets

Source: Journal of Business and Economic Statistics

Why are credit card rates sticky?

Source: Economic Theory

Liquidity constraint, uncertainty and household consumption in China

Source: Applied Economics

Debt and Financial Expectations: An Individual- and Household-Level Analysis

Source: Economic Inquiry

Determinants of the Consumer Bankruptcy Decision

Source: The Journal of Finance

Rational exuberance at the mall: addiction to carrying a credit card balance

Source: Applied Economics

The Growth of Consumer Credit and the Household Debt Service Burden

Source: Finance and Economics Discussion Series

Buffer-Stock Saving and the Life Cycle/Permanent Income Hypothesis

Source: The Quarterly Journal of Economics

Recent Changes to a Measure of U.S. Household Debt Service

Source: Federal Reserve Bulletin

The Household Bankruptcy Decision

Source: The American Economic Review

BANK COMPETITION AND CONSUMER SEARCH OVER CREDIT CARD INTEREST RATES

Source: Economic Inquiry

 Sample selection was done in accordance with the conventions set in the previous

literature that has used CEX data.

14

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1162%252F003355399555927&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1353%252Fmcb.2004.0007&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F261916&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.3386%252Fw3196&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F1392101&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fbf01213621&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F0003684042000266991&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Fei%252Fcbi008&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F0022-1082.00110&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00036840500369167&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.17016%252Ffeds.2000.12&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1162%252F003355397555109&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.17016%252Fbulletin.2003.89-10&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1257%252F00028280260136327&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Fei%252Fcbi023&type=Scholix


Consumption, Debt and Portfolio Choice: Testing the Effect of Bankruptcy Law

Source: SSRN Electronic Journal

Consumer Rationality and Credit Cards

Source: Journal of Political Economy

Does consumer debt cause economic recession? Evidence using directed acyclic

graphs

Source: Applied Economics Letters

Recent Developments in the Credit Card Market and the Financial Obligations Ratio

Source: Unknown Repository

Permanent Income, Current Income, and Consumption

Source: Journal of Business and Economic Statistics

Do Liquidity Constraints and Interest Rates Matter for Consumer Behavior? Evidence

from Credit Card Data

Source: The Quarterly Journal of Economics

Consumption and Credit: A Model of Time-Varying Liquidity Constraints

Source: Review of Economics and Statistics

The Bankruptcy Decision

Source: The Bell Journal of Economics

An Empirical Analysis of Personal Bankruptcy and Delinquency

Source: Review of Financial Studies

Exemption laws and consumer delinquency and bankruptcy behavior: an empirical

analysis of credit card data

Source: The Quarterly Review of Economics and Finance

The demand for household debt in the USA: evidence from the 1995 Survey of

Consumer Finance

Source: Applied Financial Economics

 

Linking provided by  

Related research 

Recommended articles Cited by 

23

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.303822&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F261988&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13504850500398658&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1057%252F9780230608917_2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F07350015.1990.10509798&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1162%252F003355302753399472&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1162%252F003465399558364&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3003592&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Frfs%252F15.1.319&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs1062-9769%252802%252900156-4&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09603100150210291&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

