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A Study on the Relation between the Debt and the

Consumption on Korean Households
Choi, Jung Hee

Department of International Trade
Graduate School of

Korea Maritime and Ocean University
Abstract

Two perspectives exist on the economic impact of household debt. The
one is that household debt contributes to revitalizing the economy by
promoting consumption. The other is that high household debt levels
dampen economic growth by reducing consumption. The former is
conceptualized as flow—effect and the latter as stock effect. The effect
of household debt on real consumption was empirically analyzed based
on the linear estimation model of Hall (1978) and Kang Jong-gu (2017)
by adding other control variables (disposal income growth rate, real
interest rate, productive population growth rate, and trade dependence).
Macro-data from the Bank of Korea was used from 2002 to 2019, and

as the method of estimation was ‘fully-modified OLS’ used.

The empirical analysis showed that the effect of flow on household debt
was statistically significant at least 10% significant in the overall
estimation model, with the flow effect on real consumption growth
affecting positively and the stock effect affecting negatively. The
positive flow effect was found to be greater than the negative stock
effect. So far, Korea's household debt is likely to contribute to

economic growth through increased consumption. It is found that the

= Vil -

Collection @ kmou



magnitude of stock effect was relatively greater compared to the
current estimate with other studies. This could indirectly confirm that

the negative effects of household debt were expanding.

It has been found that the disposable income growth rate used as a
control variable is affecting the real consumption growth rate in the
positive direction, the real interest rate in the negative direction, the
productive population growth rate in the positive direction, and the trade
dependence in the positive direction. All of these estimates were

consistent with economic theory.

Currently, the ratio of household debt to GDP is high at 88.4 percent,
and the stock effect is expected to increase. Against this backdrop, the
government's policy to increase household debt by easing lending
regulations of financial institutions or by lowering interest rates in order
to stimulate the economy by increasing consumer spending due to the
economic downturn is no longer expected to be valid. According to the
estimates, the government's effective policy would be to tighten
financial regulations to curb household loans and raise disposable

income through tax breaks or transfer expenditures in the short term.

However, with the quarterly time series data from 2002 to 2019, this
paper estimated the impact of household debt on real consumption
growth through flow stock and stock effect, but there is a limit not to
estimate the annual flow effect and stock effect. If this is estimated, the
annual changes in the flow effect and stock effect of household debt
can be checked, giving a clearer picture of the trend. It can also
analyze the impact of household debt on economic growth through
increased real consumption. This will remain as the following research

issues.

keyword : Household Debt, Household Consumption, Portfolio, Flow
Effect, Stock Effect
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E‘ﬁg 2019 | 638| 575! 388! 215 19| 239
Adxr| -0.3 0.2 0.4 0.4 -0.2 0.8
2018 | 5,386 | 5,000 7,000 | 1,800 764 200 5,500
[e)
?g{*g—; 2019 || 5,550 | 5,020 7,197 | 1,900 800 210 5,500
[e)
0E 3.0 0.4 2.8 5.6 4.7 5.0
A2 EAE, 20194 JIHESEX A B}
E 24 7Y BExf ER 32iH I Bx
(2h2: %)
B4
23 i | 1|13 13=515=7 | 7~9 9~11/11~20|20~30
(H o) 1) IRl = e A el s A el L el ) o =1 =l =1 =) R 1 T i ) P
k=)
2018 | 64.1 |16.3 |18.4 |12.0| 9.4 | 7.0 | 6.2 | 143 | 7.1|9.4
;EL 2019 || 63.8 |16.5|17.5|11.8| 9.1 | 6.8 | 6.5 | 145| 7.3]9.9
Adx@)D| -0.3 | 0.2 (-09|-0.1]-0.3/-0.2] 03] 03| 0206
X2 EAH, 20194 JHHZSEX|=AF Za}
3. 75 E FAe =
<E 2-5>% A5 089 7Y H FAY B9y AF&S UE
A5 497 Addib] 8.0%= 7HE Al SR, 1 theeR A&
w9 3.3% FUHEE Wk A% 2B9E 2.9%, &5 189E 0.2% sEEka




FRANM 25 589 JFrE AA s g0l 44.8%% 7MY w1, 1 o
(@)

E 2-5 45 529d 7Y 25 289 2 ¥es

(EH2l: 2H), %)
2 ad [ oawe [ oewa | o3wel | 4w | 529
2018 7,668 1,613 3,846 6,618 9,113 17,146
W 1| 2019 7,910 1,610 3,735 6,653 9,838 17,712
THE 3.2 -0.2 -2.9 0.5 8.0 3.3
2018 100.0 4.2 10.0 17.3 23.8 44.7
Aire | 2019 100.0 4.1 9.4 16.8 24.9 44.8
Azt A -0.1 -0.6 -0.4 1.1 0.1
A= SAH, 201949 JHH S8 SX =AL 23}

GE 2-6>2 TFPF ARWE PR A Bl meFa gtk g el A 9

TR 40t BaFA7E Ado] 5.7% Soluh 19 689Rkde® Z1 wok wbd St

S5 W 30MnRte] 31979k w2 HAdtiH] 23.4%7F S718FIEE 6040 ARk
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E 2-6. 717F AYoid Jirg 2 239

(EHel: Bkl %)

TR A4 | 304w | 300 40ty 500 | 604104
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g 7| 2019 7,910 3,197 8,915 10,689 9,321 5,222

0E 3.2 23.4 10.2 5.7 5.7 -2.9
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A | 2554 A H S+
A A 7,910 5,755 4,583 786 58 | 328 | 2,155 27.2
179 1,610 986 657 175 52 | 103 624 38.8
%2%%”] 3,735 2,714 1,983 338 751 318 | 1,021 27.3
%3%%”] 6,653 4,954 3,885 671 61| 337 | 1,700 25.5
%4%%”] 9,838 7,578 6,120 983 65| 410 | 2,260 23.0
5EY | 17,712 | 12,542 | 10,270 | 1,761 38| 472 | 5,170 29.2
N 179 2,388 2,305 1,058 651 144 | 453 83 3.5
%2%%”] 3,952 3,573 2,722 504 65 | 282 379 9.6
53%%”] 6,134 5,345 4,335 689 38 | 283 788 12.9
%4%%”] 8,482 6,218 5,073 810 23| 311 | 2,264 26.7
= 559 18,594 | 11,334 9,727 | 1,274 21| 311 | 7,260 39.0
011:} A7} 9,291 6,928 5,839 757 38| 294 | 2,362 25.4
;ﬂz A 9,733 6,063 4,411 | 1,232 42 | 377 | 3,669 37.7
%_1(%1?%) 3,673 2,794 1,673 623 115 | 384 879 23.9

bal

I2: SHH, 201949 JHAIS S X =AL A3}

7_:]'

oAk SAE 1BAEE 5E97HA 287 A HE&= 47 96.5%,

90.4%,87.1%, 73.3%, 61.0%= <AAF B971 Fold¢=

=& AR 189S AQsta UmA M= 75.0% ©]
of AHES HeEla 297 =255 1 AREol FUHANEAL 17

2t 45.9%, 76.2%, 81.1%, 81.5%, 85.8%). AN&hE2| 7
G A 18 28.2%% 7HE =1 UnA] E9E 10%HE FAEA T
(B9 AgdE A8 sSANE 28.2%, 14.1%, 12.9%, 13.0%, 11.2%).
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#* 2-9. 7HA el MFHTA

( D._I"?‘._J, O/o, O/or.'))
o o[ N [ NEY| wA |38 ReisAs| deEaue] R /A S8R
. (A) (B) (@] D) (E) (D/B)
2018" 42,036 |7.685 |7.668 |5.539 | 4.671 | 1,102 72.1
2019" 43,191 |7.873 |7.910 |5.755 | 4.729 | 1.175 73.1
SHE/N o 9 9 1.2 1
245 7 5 | 3 3.9 . 6.6 0

A= SAE, 20194 THA
1) Z=AMMAIAZOl], Rp&t

Mg 7|E KB

FESAIZAL 21t

c o
o =

ZTAAET Y T|E
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# 2-10. 7t S4YE T e MRHEY

(2+91: %, %p)
Sy [ TR A/ A

- 2018 2019 Adzt 20184 20194 Adat

q A 18.2 18.3 0.1 72.1 73.1 1.0
7%? 3041 26.2 29.1 2.9 96.2 112.3 16.0
2| 30~394 25.7 27.3 1.6 121.8 132.0 10.2
o | 40~4941 22.6 22.8 0.2 89.1 91.2 2.0
5| 50~594] 18.2 18.9 0.7 64.6 68.6 4.0
%ﬂ RERY 12.9 12.4 -0.5 48.3 45.9 2.4
g gezea| 194 19.5 0.2 68.9 69.4 0.5
1 lonagaE| 187 174 | -13 76.0 77.9 1.9
AL 20.0 20.2 0.2 98.6 102.3 3.7
§ ey 5| 119 12.2 0.3 36.1 37.7 1.6
2 129 11.9 12.2 0.3 53.2 50.7 25
5| 289 16.3 15.7 -0.6 74.0 71.2 -2.8
2 3% 19.0 18.8 -0.2 84.8 83.2 -1.6
9| 4E9] 19.5 20.1 0.6 79.7 88.2 8.5
| 59 18.7 18.7 0.0 66.0 65.8 -0.2
= 159 71.9 73.4 1.5 282.0 281.9 0.1
RIEEET 29.4 30.5 1.1 128.5 130.4 1.9
39 22.9 23.2 0.4 106.3 106.6 0.3
B4R 17.7 18.3 0.6 67.9 73.4 5.5
dé 5%-9] 14.7 14.6 0.1 50.8 50.8 0.0
A At 16.8 16.5 0.3 71.9 715 0.4
g A 22.4 23.6 & 77.0 77.8 0.9
%4 A B 265 29.3 2.8 68.8 78.2 9.4
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