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Inflation Pushes Household Debt to New High

Inflation and rapidly growing interest rates . - w
pushed total household debt up to a record ‘ »
$16.2 trillion last quarter as credit card

spending posted the biggest yearly spike in s P ,1 h}p:..

more than 20 years, the New York Federal %
Reserve reported on Tuesday. They also
warned that delinquencies are beginning to $ $
rise amid growing concerns over the £ s
weakening economy.

The report shows total household debt
increasing in the second quarter of 2022 by
$312 billion (two percent), to $16.15 trillion.
Balances now stand $2 trillion higher than at |
the end of 2019, before the Covid-19
pandemic. Mortgage balances — the largest
component of household debt — climbed

$207 billion and stood at $11.39 trillion as of
June 30. Credit card balances saw their
largest year-over-year percentage increase

in more than twenty years, while aggregate
limits on cards marked their largest increase
in over ten years. Transitions into

delinquency ticked up but remained very low
compared to historical levels. The report is
based on data from the New York Fed’s
nationally representative Consumer Credit
Panel.
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“The second quarter of 2022 showed robust increases in mortgage, auto loan, and credit card balances,
driven in part by rising prices,” said Joelle Scally, administrator of the Center for Microeconomic Data
at the New York Fed. “While household balance sheets overall appear to be in a strong position, we are
seeing rising delinquencies among subprime and low-income borrowers with rates approaching pre-
pandemic levels.”

The report included a summary of key takeaways and their supporting data points. Overarching trends
include:

Housing Debt

There was $758 billion in newly originated mortgage debt in Q2 2022, with 65% of it
originated to borrowers with credit scores over 760. Three percent of newly originated
mortgages were originated to subprime borrowers, a sharp contrast to the 13% average
seen between 2003-2007.

Although foreclosures have been very low due to the moratoria on new foreclosures and
mortgage forbearances, 35,000 individuals saw new foreclosures on the credit reports, an
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increase from 24,000 in the previous quarter. This potentially suggests the beginning of a
return to more typical levels.

The share of mortgage balances 90+ days past due remained at 0.5%, a historic low.
Student Loans

Outstanding student loan debt stood at $1.59 trillion in Q2 2022, roughly unchanged from
Q1 2022.

About 5% of aggregate student debt was 90+ days delinquent or in default in Q2 2022. The
lower level of student debt delinquency reflects a Department of Education decision to
report current status on loans eligible for CARES Act forbearances.

Account Closings, Credit Inquiries and Collection Accounts

The number of credit inquiries within the past six months-an indicator of consumer credit
demand-was roughly unchanged at 110 million.

233 million new accounts were opened in the second quarter, an increase from the previous
quarter and the highest seen since 2008.

With inflation at 9.1 percent as of June, the economy continues to suffer under higher prices pretty
much across the board. This has led consumers to question their finances, as rapid inflation is fueling
fears of a looming recession.

“With the supportive policies of the pandemic mostly in the past, there are pockets of borrowers who
are beginning to show some distress on their debt,” Fed researchers said in a blog post on Tuesday.
“When we break these out by neighborhood income using borrower zip code, we observe that the
delinquency transition rates for credit cards and auto loans are creeping up, particularly in lower-
income areas.”

These new numbers on record household debt should make it quite apparent that the Biden
administration will have to stop their pathetic attempt to brush off the economic woes people have been
experiencing for months.

According to the Washington Examiner, last week

Biden was insisting that “we’re not going to be in a recession.” His administration backed
up this claim by attempting to redefine what a recession is, arguing that we need a “much
broader spectrum of data points” to figure out what exactly this period of economic
contraction is. [That] will age about as well as Biden’s claim last year that inflation, which is
now at a 40-year high, was just a temporary snag in the system.

Though the administration may try to hoodwink Americans into believing there is no recession on the
horizon, facts don't lie.
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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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