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Consumer Credit Growing

Consumer spending and borrowing have rebounded,
and delinquencies have not.

By Ryan James Boyle

Consumer debt increased more in 2021 than in any year since the global financial crisis.

Additional borrowing can sometimes be a sign of trouble, but we see this as constructive for
continued economic recovery.

Credit balances, especially for revolving debt, are expected to fall in recessions as consumers
default on their credit obligations following job losses. Difficult circumstances force
consumers to prioritize payments, often leaving their unsecured credit cards to go unpaid.



But as the COVID-19 crisis unfolded, credit card balances fell for new reasons. Consumers
received stimulus payments, and those who were jobless received expanded unemployment
benefits. With fewer opportunities to spend, surveys found that the most common use of
stimulus payments was to repay debt. Even as spending rose, elevated savings allowed
consumers to spend without incurring higher debt.

As 2021 closed, however, credit card spending was back on the rise. Credit card balances have
been increasing since the first quarter of 2021, rising in the fourth quarter at a rate not seen
since 2000. The rapid rise in balances in the fourth quarter suggests consumers are returning
to old spending and borrowing behaviors.
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Eensumer Balance sheets are generally healthy, allewing reem fer additienal leverage.

Cards were not the only type of credit to see growth in the pandemic. Surging house prices
have pushed up borrowing for home purchases and cash-out refinancing. Automotive loans
also grew as vehicle values rose. Amid limited new car inventories, up to 80% of new car sales
are above the vehicle’s sticker price. The high cost of used vehicles is also pushing up the
value of used car loans.

More debt does not always equate to more problems. Encouragingly, delinquencies have not
rebounded even as balances rose and temporary COVID-19 mortgage forbearance
protections expired. In aggregate, credit scores are trending upward. Consumers are
managing their debts, and total indebtedness relative to income remains historically low; even
if borrowing increases, consumers are equipped to handle their obligations. We will continue



to track this space closely, particularly as federal student loan repayments resume at the start
of May.

Used appropriately, debt is a helpful financial tool. And as consumers return to borrowing,
debt will help maintain demand and allow the economy to continue growing.
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