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Credit Card Debt Hits $1 Trillion, Raising Alarms

For the first time in history credit card debt
hit $1 trillion last year, reported the Federal
Reserve on Monday. This eclipsed the
previous record set almost 10 years ago, just
before the housing and credit bubbles burst. . *
In addition, “non-revolving” (i.e. auto and
student loans) debt is approaching $3
trillion.

These numbers have put credit card debt on
“watch” at Seeking Alpha, which said that
that trillion dollar number is “scary.”

A closer look behind the numbers reveals that these may not be such “scary” numbers after all. For one
thing, fewer than 40 percent of all households carry any sort of credit card debt. Among millennials
ages 18 to 29 only a third even have a credit card.

Next, the ratio of income to credit card debt at the end of 2017 (before the new tax cuts) was already
declining, with the ratio of credit card debt compared to the nation’s gross domestic economic output at
about five percent, compared with 6.5 percent in 2008.

Also, credit card delinquencies remain way below the nine percent historical average, at just 7.5
percent, and far below the rate of 15 percent touched following the 2008 financial crisis.

There’s another way to look at credit card debt: comparing outstanding balances to incomes.
ValuePenguin performed such a service, showing that households with annual incomes of between
$25,000 and $100,000 have less than $7,000 in outstanding balances on their credit cards. Further, that
analysis showed that the average has increased only slightly since 2013.

With almost two million more people working today than held jobs a year ago, and others enjoying wage
and salary increases, that $1 trillion in credit card debt becomes far less “scary.” In a $20 trillion
economy that is growing at three percent a year, $1 trillion in credit card debt may reflect that growth
as banks are willing to issue more cards to more credit-worthy individuals and those individuals, having
perhaps learned lessons from the Great Recession, are using them more prudently.
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An Ivy League graduate and former investment advisor, Bob is a regular contributor to The New
American magazine and blogs frequently at LightFromTheRight.com, primarily on economics and
politics. He can be reached at badelmann@thenewamerican.com.
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Subscribe to the New American

Get exclusive digital access to the most informative,
non-partisan truthful news source for patriotic Americans!

Discover a refreshing blend of time-honored values, principles and insightful
perspectives within the pages of "The New American" magazine. Delve into a
world where tradition is the foundation, and exploration knows no bounds.

From politics and finance to foreign affairs, environment, culture,
and technology, we bring you an unparalleled array of topics that matter most.

What's Included?

24 Issues Per Year

Optional Print Edition

Digital Edition Access

= : Exclusive Subscriber Content
THE VAX = | L Audio provided for all articles
Unlimited access to past issues

Coming Soon! Ad FREE
60-Day money back guarantee!

Subscribe Cancel anytime.
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