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Abstract

The purpose of this study was to investigate the determinants of households with risky debt loads. The study used
financial ratios to determine which households were over-indebted. The 3 ratios used were Debt to Asset ratio, Debt
to Financial asset ratio, and Debt Service ratio. Data for this study was the 2011 Survey of Household Finance.
Households that demonstrated total debts of 70% or more when compared to total assets were 8.8%. Households that
demonstrated a debt load totaling 5 or more times their total financial assets were 19%. Households with monthly
repayment obligations of 40% or more of disposable income were 20%. Households that fulfilled all 3 financial ratio
criteria were 1.5% of total indebted households. Over-indebted households demonstrated severe economic condition
in terms of debt, but not all over-indebted households were categorized as being in economically vulnerable group.
The major determinants of households with risky debts were income, asset, purpose of loans, and spending behavior
of the households.
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(Table 1) Characteristics of Households
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AEst 61% Aie) e T
S ASNE AR, FEATEA) %2 A1
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Debtors(n=6654) Non-debtors(n=3863)

Categorical Variables Frequency % Frequency %
Gender

Male 5,687 85.47 2,693 69.71

Female 967 14.53 1,170 30.29
Education

Middle school (<9 years) 1,334 20.25 1,563 40.46

High school (=12 years) 2,345 35.24 1,141 29.54

University (<16 years) 2,462 37.00 983 2545

Graduate school (>16 years) 513 7.71 176 4.56
Marital status

Married 5,401 81.17 2,273 58.84

Divorced or Widowed 826 12.41 1,121 29.02

Single 427 6.42 469 12.14
Employment status

Full-time employer 2,815 4231 1,160 30.03

CEO(with employees) 582 8.75 114 2.95

Self-employed(without employees) 1,434 21.55 581 15.04

Others 963 14.47 676 17.50
Home ownership

Home owner 4,068 61.14 1,912 49.50

Renter 2,586 38.86 1,951 50.50
Income vs Expenditure

Income < Expenditure 2,249 33.80 724 18.74

Income = Expenditure 2,484 37.33 1,975 51.13

Income > Expenditure 1,921 28.87 1,164 30.13
Continuous Variables Mean SD Mean SD
Age(years) 49.09 12.42 55.88 16.89
Number of family members 3.30 1.24 2.44 1.28
Total assets (Unit:¥#10,000) 39,667.15 61,671 1,9174.11 31,562
Financial assets (Unit:¥¥10,000) 7,984.51 3,920 6,308.27 11,879
Real assets (Unit:¥#10,000) 31,863.29 59,334 12,861.03 25,468
Total debts (Unit:¥10,000) 8,878.52 19,594 0 0
Annual Disposable income 3,712.23 3,089 2,530.98 2,625

(Unit:¥10,000)
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(Table 2) Characteristics of Debts of Households with Debt Holding (N=6,654)
Variables Frequency % Mean SD
Type of Loans
Secured Loans 3,766 56.6% 4,836.58 13,538
Unsecured Loans 2,469 37.11% 951.37 3,433
Credit card related Loans 731 10.99% 71.72 389.49
Purpose of Loans
For Home 1,702 25.58% 1,737.71 4,939
For Investment 587 8.82% 1,115.63 6,556
For Cost of Living 2,259 33.95% 739.66 2,835
For Business 1,134 17.04% 1,713.04 10,047
For Specific Living purposes 979 14.71% 420.06 2,573
Types of Institutions Frequency %
Banks 3,159 47.48%
Mutual savings bank/Credit unions 1,543 23.19%
Life insurance companies 498 7.48%
Securities companies 2 0.03%
Consumer Finance Companies 89 1.34%
Others 367 9.57%
Types of Repayments
Repayment at Maturity 1,716 25.79%
Repayment of principle 721 10.84%
Repayment of principle & interests 904 13.59%
Repayment of P/I or 500 7.51%
Partial repayment before maturity
Others 2,551 38.34%
Debt Burden
Heavy burden 1,575 23.67%
Somewhat burden 2,790 43.93%
No burden 1,557 23.40%
Monthly Debt repayments 82.60(Mean) 236.65(SD)

(Unit:¥¥10,000)
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(Table 3) Characteristics of Over Indebted Households
Debt/Total Asset=0.7  Debt/Financial Asset=5 Debt service ratio=0.4 Debt service ratio=0.25
(n=586) (n=1,283) (n=1,333) (n=2,025)

Categorical Variables Frequency % Frequency % Frequency % Frequency %
Home ownership

Owner 116 19.80 1,058 82.46 822 61.67 1,251 61.78

Renter 470 80.20 225 17.54 511 3833 774 3822
Income vs Expenditure

Income<Expenditure 322 54.95 559 43.57 640 48.01 913 45.09

Income=Expenditure 189 3225 499 38.89 437 32.78 687 33.93

Income>Expenditure 75 12.80 225 17.54 256 19.20 425 20.99
Debt Burden

No burden 30 5.12 102 7.95 187 14.03 298 14.72

Somewhat burden 201 34.30 484 37.72 585 43.89 916 45.23

Heavy burden 354 60.41 559 43.57 561 42.09 811 40.05
Continuous Variables' Mean SD Mean SD Mean SD Mean SD
Total Debts 14,415.23 37,293 18,760.82 33,156 14,344.69 24,709 12,833.23 22,028
Annual disposable Income 2,246.65 2,200 2,641.33 2,626 2,743.94 2,372 3,016.46 2,512
Financial Assets 2,392.96 4287 1,502.67 2,830 6,688.80 12,781 6,581.06 11,748
Real Assets 9,687.77 31,592 4,6815.02 81,447 38,605.94 78,152 35,381.82 68,443
Debt repayments(Monthly) 121.88 270 125.05 335 249.92 443 196.10 369

' Unit for the continuous variables : ¥#10,000
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(Table 4) Comparison between Households with risky debts vs Households with debts

Households with Risky

Households with

Categorical Variables Debts Debts Chi-square
(n=97) (n=6557)
Gender 1.28
Male 81.44 % 85.53 %
Female 18.56 % 14.47 %
Education 0.76
Middle school (<9) 22.68 % 20.01 %
High school (=12) 36.08 % 3523 %
University (<16) 35.05 % 37.03 %
Graduate school (>16) 6.19 % 173 %
Marital status 3.10
Married 7423 % 81.27 %
Non-married 2577 % 1873 %
Employment status 9.01 *
Full-time employer 3371 % 48.82 %
CEO 10.11 % 10.04 %
Self-employer 3258 % 24.63 %
Others 23.60 % 16.51 %
Home ownership 3.81 *
Home owner 51.55 % 61.28 %
Renter 48.45 % 3872 %
Debt Burden 103.27 ***
No burden 3.10 % 26.68 %
Somewhat burden 25.77 % 4747 %
Heavy burden 7113 % 25.85 %
Income vs Expenditure 46.30 ***
Income<Expenditure 65.98 % 3332 %
Income=Expenditure 22.68 % 37.55 %
Income>Expenditure 11.34 % 29.13 %
Purpose of loans 13.92 **
For Home 8.00 % 2587 %
For Investment 14.00 % 783 %
For Cost of Living 34.00 % 34.96 %
For Business 32.00 % 18.01 %
For Specific Living purposes 12.00 % 13.34 %
Continuous Variables Mean Mean t-test
Age(Years)] 48.26 49.11 0.67
Number of family(persons) 3.44 3.30 -0.95
Total Assets(¥¥10,000) 24,052 39,898 3.91 ***
Financial Assets(¥#10,000) 2,032 8,073 1520 ***
Real Assets(¥#10,000) 22,020 32,009 262 %
Total Debts(¥#10,000) 25,618 8,031 442 *r*
Monthly Income(¥#10,000) 191 311 6.69 ***
Monthly Debt Repayment(¥#10,000) 278 80 -5.42 HEx
Purpose of Loans(¥#10,000)
For Home 4,463 1,697 -2.76 **
For Investment 5,505 1,051 2240 *
For Cost of Living 2,682 783 -2.33 *
For Business 7,824 1,623 -3.77 *Ex
For Specific Living purposes 599 417 -0.95

' Units are in the parentheses.
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(Table 5) Determinants of Households with Risky Debts

ol ST AN Bls) 2 Ao} o gl
2 Ao vehga Ag] 27 oY e Aoz ekt
o, Aol SO A el I Aol il
Ak 1291, 229100 Gk AL 2R A A
2 7Fsde] o 3 Urhgtor] A2 28 4lol Sgale
A9 oF 260 o1, A 1ol PR B ¥
A Akl GG FFo] A 419] ZHA WIS o

4 71 Ee Ao Uepdt)
A50H] A& W GA T3 vERET, A5HE

EF A&s o @ol 3 A9 257 AES v%EHA &

2ol H|a) FA FoE Ao &8 gHgo] 2.64] o] =
71] Ueldth AFEAISE WSS s =T 3
a8 WFE Jehgon 71557 Be5E A )

(N=6,654)

DTAl & DTA2 & DSRI1

DTA1 \ DTA2 \ DSR1

Variables Estimate SE Odds Ratio Estimate SE Odds Ratio
Age 0.0001  0.012  1.000 0.0003 0.003 1.000
Male(Female) 0.169 0338 1.184 -0.026 0.096 0.975
Education(Middle School)

High School -0.029 0314 0972 0.091 0.083 1.096

University 0.258 0353 1.294 0.274 0.094 1.315 **

Graduate School 0373 0.528  1.452 0.397 0.137 1.487 **
Marital Status(Single&Others)

Married -0.439 0339 0.645 -0.105 0.098 0.900
Employment status(Self-employed)

Full-time employer -0.065  0.300 0.938 -0.188 0.078 0.829 *

CEO 0.251  0.405 1.285 0.125 0.112 1.133

Others 0.097 0299 1.102 -0.013 0.087 0.987
Home ownership (Renter)

Owner 0.123  0.267 1.130 0.456 0.075 1.578 ***
Income vs Expenditure (same)

Income > Expenditure -0.216 0378  0.806 -0.336 0.073 0.715 ***
Income < Expenditure 0.964 0257  2.621 *** 0.411 0.064 1.508 ***
Number of Families 0279  0.097  1.322 ** 0.081 0.028 1.085 **
Income(4 quartile)

1 quartile 1.009 0395 2742 * 1.785 0.102 5.958 ***

2 quartile 0.603 0386  1.828 1.118 0.092 3.058 ***

3 quartile -0.214 0432 0.808 0.599 0.089 1.820 ***
Total assets(4 quartile)

1 quartile 1.385 0416  3.994 *** 0.093 0.104 1.097

2 quartile 0.956 0385  2.602 * -0.398 0.089 0.671 ***

3 quartile 0491 0388 1.634 -0.397 0.083 0.672 ***
Purpose of Loans

For Home -1.395 0535 0.248 ** 0.037 0.086 1.038

For Investment 0.830 0434 2293 0.429 0.134 1.535 **

For Cost of Living 0.930 0305  2.535 ** -0.188 0.081 0.828 *

For Business 0.108 0315 1.114 0.126 0.096 1.134

For Specific Living purposes -0.833  0.448  0.435 -0.043 0.108 0.958
Intercept -6.599  1.024 - x** -1.946 0.264 - R
Chi-square 105.15 *** 881.05 ***
pseudo r-square 0.111 0.170

' Reference groups are in parentheses.
*p <005 **p <001

¥ < 0.001
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