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Abstract 

This paper investigates the degree of persistence of the private debt-to-
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1. Introduction 

The 200V-8 global financial crisis WGFCX brought once again to the fore the importance 

of financial stability. One of the key aspects of the crisis was the fact that credit to the 

private sector was froYen, which led to a sharp fall in both private consumption and 

investment and thus in the growth rate of GDP. Having originated in the UZ as a subprime 

mortgage crisis, it [uickly spread across the globe reducing lending and resulting in 

private sector deleveraging.  

This paper investigates the statistical properties of the private debt-to-GDP ratio 

in 43 OECD countries with the aim of gaining a deeper understanding of its behaviour 

during the GFC. More specifically, the analysis uses a fractional integration approach to 

estimate the degree of persistence of the series of interest and to shed light on whether the 

effects of shocks hitting them are transitory or permanent. This type of framework is more 

general and flexible than the standard one based on the \W0X versus \W1X dichotomy since 

it allows not only for integer degrees of integration but also for fractional ones, and thus 

it considers a much wider range of stochastic processes. 
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empirical findings. Zection 5 summarises the main findings and discusses their policy 

implications.  

 

2. Literature Review 

_umerous studies have concluded that private debt plays a crucial role in business cycle 

dynamics ` see, for instance, Kiyotaki and Moore W2002X, Koo W2008X, ]aberto et al. 

W2012X and Chen et al. W2015X among others. There is also an extensive literature focusing 

more specifically on the private deleveraging process that followed the GFC and its 

effects on the GDP path. Estrada et al. W2014X presented cross-country evidence of the 

relevance of the level of private debt for the slow recovery of consumption after 2008. 

Andras et al. W2020X, using a general e[uilibrium model, found that there is a relation 

between the siYe and speed of fiscal consolidations and the duration of private 

deleveraging
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the GFC, the traditional monetary-





6 
 

Table 1 specifies the sample period for each country. More than 100 observations 

are available in most cases, the only exceptions being BraYil W^V observationsX, Colombia 

W^4 observationsX and Luxembourg W85 observationsX. 
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examined, namely Austria, Belgium, Canada, ZwitYerland, China, Germany, France, 

Hong Kong, \ndia, _etherlands, _ew lealand, Turkey and the UZ. Concerning the order 

of integration of the series, the lowest estimate of d is found in the case of Argentina, with 

a value of d of about 0.58; the correspondence confidence band does not include the value 

of 1, which implies that the series is 
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including endogenouspexogenous break tests, rolling andpor recursive methods, sub-

sample estimation. _on-linearities can also be analysed using approaches as the one 

proposed in Cuestas and Gil-Alana W201eX and based on Chebyshev polynomials in time. 

Further work can be done distinguishing between private debt held by households and by 

non-financial corporations W
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Table 2: Descriptive statistics 

Country Mean  Ztd. Dev. Max. value Min. qalue 
A] 2^.5 11.8 ^1.1 ^.4 
AT ^4.^ 38.2 14V.e 2^.^ 
AU 115.^ 4^.e 202.3 53.0 
BE 131.2 50.5 22^.V VV.3 
B] 5V.1 10.e V8.3 44.0 
CA 128.8 40.e 220.e V1.V 
CH 1V3.2

1V3.2
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Table 3: Estimated values of d with white noise errors 

Country _o regressors 
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Table 4: Estimated values of d with autocorrelated errors 

Country _o regressors An intercept An intercept and a  
linear time trend 

A] 0.5^     W0.44,   0.VVX 0.38     W0.2V,   0.54X 0.31     (0.17,   0.50) 
AT 0.8^     W0.V0,   1.14X 1.1V     W1.0e,   1.34X 1.17     (1.05,   1.31) 
AU 0.^8     W0.82,   1.1eX 
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Table 5: Summary table 

_o autocorrelation Autocorrelation 
Mean 
reversion 

Unit roots Explosive Mean 
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APPENDIX 

Table A1: Estimated values of d with white noise errors, 1999Q1-2020Q1 
Country No regressors An intercept An intercept and a linear 

time trend
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Table A2: Estimated values of d with autocorrelated errors, 1999Q1-2020Q1 
Country No regressors An intercept An intercept and a  linear 

time trend 
A] 0.V3     W0.53,   1.01X 0.4V     W0.33,   0.e^X 0.39     (0.17,   0.71) 
AT 0.^2     W0.e^,   1.28X 1.00     W0.ee,   1.32X 1.02     (0.81,   1.26) 
AU 0.8^     W0.e4,   1.23X 1.58     (1.27,   2.10) 1.51     W1.25,   2.13X 
BE 0.8V     W0.50,   1.24X 1.08     W0.V5,   1.e4X 1.05     (0.70,   1.58) 
B] 0.85     W0.58,   1.28X 1.11     (0.89,   1.51) 1.11     W0.8e,   1.51X 
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