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Global Debt Leverage | Has Soaring Debt 
Sown The Seeds Of Crisis? 

An immediate crisis stemming from the COVID-induced debt surge is 
unlikely, but inflation and the prospect of rapidly rising interest rates 
could weigh on credit quality. 

How this will shape 2022 
Higher debt alone unlikely to trigger crisis. While rapid debt growth can contribute 
to a financial crisis, it doesn't always lead to one (see charts 42 and 43). Equally (if 
not more) important is the interplay of factors including supply disruptions, 
changing consumption patterns, and government policies that raise inflation and 
interest rate risks. These can strain borrowers in a climate of high debt levels. 

Chart 42 Chart 43 

While Debt Growth Surged Before The 
GFC… 

…Not All Surges Were Followed By Crisis 

 

 

Note: Corporates refer to nonfinancial corporates. p--Projected. GFC--Global financial crisis. Source: 
International Institute of Finance. 

Global leverage will ease after the surge. Leverage has been slowly trending up 
since the 2008-2009 global financial crisis (GFC) and surged during COVID (see 
chart 44). In 2020, gross debt-to-GDP for governments rose 19%; corporates, 15%; 
and households, 9%. Overall, higher debt contributed four-fifths of the surge; lower 
GDP, the remainder. But we expect some easing in 2022, particularly for corporates. 

Chart 44 Chart 45 

Debt Leverage Surge Should Ease 
Global debt to GDP trends, 2009-2022p 

Debt Mix Represents Different Vulnerabilities 
Debt to GDP (%) by region and sector, 2019 vs. 2022p 

  

Note: Corporates refer to nonfinancial corporates. p--Projected. Source: 
2009-2020 corporate--International Institute of Finance; other--S&P 
Global Ratings. 

Note: Data in brackets are total debt amounts in U.S.-dollar trillions. p--
Projected. APAC ex-CN--Asia-Pacific ex-China, EM-15--15 emerging 
markets, namely Argentina, Brazil, Chile, Colombia, India, Indonesia, 
Malaysia, Mexico, Philippines, Poland, Russia, Saudi Arabia, South Africa, 
Thailand, and Turkey. Source: S&P Global Ratings.  

Vulnerabilities differ by region and sector. The leverage of corporate, government 
and household sectors within geographies differ (see chart 45) implying different 
sector vulnerabilities. For example, government leverage in the U.S. and Asia ex-
China is higher than corporate leverage, while it is the reverse in Europe and China. 
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Rapid debt growth does 
not always lead to crisis 

 

 

 

 

 

Leverage should 
stabilize in 2022 but 
some sectors and 
geographies are still 
vulnerable 
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What we think and why 
Global debt growth will ease. The rising debt trend pre-COVID was enabled in part 
by a "lower for longer" interest rate environment and investors' search for yield. The 
COVID-19 shock led to governments spending a likely US$10.9 trillion in 2020 and 
2021, to support their economies. Corporate and household borrowing rose in 2020 
amid curtailed income. In 2022, the borrowing needs are likely to somewhat 
stabilize for all segments. We expect gross debt growth for corporates to be 3% in 
2022; governments, 6%; and households, 6%. 

Incomes will climb. While the momentum of income recovery may have stalled 
because of fresh COVID outbreaks, the robust economic recovery, a steadily 
increasing global percentage of vaccinations, and public acceptance of “living with 
COVID” support the view that the income trend should, even with some stumbles, 
still point upward in 2022. 

Leverage will stabilize. The combination of the above two trends underlies our 
expectation that debt leverage will ease, albeit at still high levels, going into 2022. 
Indeed, based on a global sample of more than 24,000 corporates we found that, as 
of first fiscal half-year 2021, debt growth has slowed in all regions except for China, 
while earnings have rebounded strongly (see charts 46 and 47).  

Chart 46 Chart 47 

Surge In Debt Has Eased (Except China) … …While Earnings Have More Than Recovered 

  

Source: S&P Global Market Intelligence.  
*annualized. 1H--first financial half-year. APAC ex-CN and EM-15 are as defined in chart 4. LatAm--Latin America. 

What could go wrong 
COVID Worsens. A fast-spreading COVID-19 variant could derail the economic 
recovery, reducing corporate and tax revenues. This could necessitate additional 
fiscal support from governments, delaying credit metric improvement. 

Inflation expectations become ingrained. While the markets are fairly confident 
that central banks of advanced economies will respond to recent inflation in a way 
that brings medium-term inflation back to target, the capacity of emerging markets’ 
central banks to do so is less clear. If the supply-demand imbalance continues to 
push up prices, markets and consumers may reset their inflation expectations. 

Interest rates reset in disorderly fashion. Central banks could misjudge inflation 
dynamics and may have to raise rates more aggressively than they plan to. 
Investors could also demand higher risk premiums amid greater uncertainty. In 
either case, assets and financial markets will reprice and borrowers will be 
confronted with tighter financing conditions and higher servicing costs.  

Credit quality may deteriorate for heavily indebted borrowers. For corporates, 
especially those at the lower end of the ratings scale, earnings could suffer if cost 
pressures persist and pass-through ability wanes. This, coupled with higher 
borrowing costs, could weigh on credit quality (although many have taken 
advantage of low interest rates to push out maturities). Chinese corporates, which 
are more indebted than the global average, could face more challenges given 
policymakers' focus on deleveraging. Meanwhile, emerging markets that heavily 
rely on foreign funding or with large external/fiscal imbalances will be at risk; their 
households could also take a hit if purchasing power erodes as high prices linger.   

Debt growth to 
moderate while the 
income trend points up 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Inflation and higher 
interest rates are 
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