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A Study on Economic Impact of the Recent Surge in
Household Financial debt.
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<ABSTRACT>

A Study on Economic Impact of the Recent Surge in
Household Financial debt.

Kwang-sik Chi *

The purpose of this study was to review the problem of increasing household financial debt.
Since the IMF bailout program in 1997, the goverment has implemented various economic
promotion policies for transparency of tax base, activation of consumption and stimulation of
investments for economic growth.

The surge in household financial debt has had significant influence on the macro varialble,
including consumption, and also asset prices. The volume contains detailed on the impact of
consumer credit on the macro vaviable, and also examines the issues related with bank risk
management and the widespread credit card delinquency. The overall findings confirm the insight
that risk management is much more important and during times of stability than after conditions
seriously deteriorate.

In short, given that the Korean economy is alread credit constrained, the authorities need to be
prudent in avoiding a vicious cycle of credit contraction and help strengthen the market function

despite the temporary frictions in the market.

* Instructor, PH.D in Economics,School of Commerce and Economics, Dankook University.
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