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Introduction: Economic growth pitted against surging global debt
> Global debt currently stands at just over USD 233tn

> “Debt is a form of wealth” – surge in debt should translate into global growth

> The ability to service debt with interest rates rising globally is a worry
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Risks to the global growth forecast
appear broadly balanced together
with easier financial conditions.
Stretched or rich asset valuations
and very compressed term
premiums raise the possibility of
some challenges to the financial
markets, which may dampen
growth and confidence.
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Risks to global financial stability
have declined with synchronised
global recovery, but higher debt
levels and leverage in the global
economy are more vulnerable and
pose significant risks to the global
financial system. That said, the
benign macroeconomic environment
and prolonged monetary and fiscal
stimulus have provided the
impetus for the abundant liquidity
along
with
the
record-low
borrowing costs.

2002

Growth Rate

While some enjoy low borrowing
costs, some nations (as well as a
few blue-chip corporations) have
the privilege of “charging money to
borrow money”; to the tune of a
USD 10tn peak in 2017.
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1986

“Debt is a form of wealth”
If you put your money in a bank
account the bank is likely to loan
the cash out to someone else to
buy a house: your financial asset
thus becomes someone else’s
financial liability.

5

1984

And who is this money owed to?
“Us” is the short answer. Every
financial liability, which includes
debt, has a corresponding financial
asset. And all those financial assets
are ultimately owned by someone.

6

1982

Debt in and of itself is not the
problem. Historically, debt was what
permitted the rise of globalization
during the industrial revolution and it
transformed infrastructure projects;
in fact, it was necessary to sustain
large-scale projects. The problem is
that more recently debt was primarily
used to prop-up global capital
markets following the financial crisis
in 2008. Low borrowing costs have
only fueled what has become an
insatiable appetite for leverage over
equity. While growth does continue
to be fueled by debt, recent studies
have shown that the quantum of debt
necessary to maintain feeble growth
is becoming unsustainable; as debt
has risen, growth has flat lined (see
chart 1).

Chart 1: Global growth – during the past four decades, growth
rates trending towards the longer-term median

1980

Nearly all fixed income experts and
observers have raised concerns
about the continued expansion of
global debt; It is agreed that this
debt expansion over the past
decade is what primarily fueled
capital markets and ultimately higher
global GDP growth. From doubledigit yields in the late 90’s to zeroto-negative yields today, the global
debt situation has changed
drastically and dramatically.

Median

A faster than expected increase in
core inflation and interest rates by
developed nations could pose
significant risks to many of the
traditional asset classes. While
liquidity and financial conditions
remain easy, domestic policies
including
trade,
geopolitical
tensions, and changes in the
political landscape in many
countries also pose significant
downside risks. The world remains
“fragile” and “sensitive” and have
now got accustomed to low volatility.

GLOBAL
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Introduction: Economic growth pitted against surging global debt
Chart 2: Composite Breakdown of Global Debt
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Source: Institute of International Finance (Global debt monitor, 5 Jan 2018)
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During the past decade,
governments cumulatively
have raised close to USD
30tn of additional debt.
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Introduction: Economic growth pitted against surging global debt
Synchronised Global Growth
Approximately 120 economies that
contribute to two-thirds of world
GDP have seen a pickup in growth
in year-on-year terms in 2017, the
broadest synchronised global
growth upsurge since 2010. The
stronger momentum experienced in
2017 is expected to carry into 2018
and 2019, with global growth
revised to 3.9%.

Of course, this synchronised growth
comes with a synchronised surge in
debt levels. Growth has typically
been stimulated through excessive
borrowings and credit creation by
both governments and corporations.
During
the
past
decade,
governments cumulatively raised
close to USD 30tn of additional
debt. The access to credit has in

Table 1: Total Global Debt by Sector, % GDP

Households

Developed
Nations

US

77.23

Japan

53.95

Euro Area
UK

72.08

Government
99.98

Financial
Sector
81.44

57.84

102.91

103.87

126.30

86.29

84.49

104.25

179.71

102.14

221.35

146.21

China

46.74

163.19

46.46

38.44

Indonesia

16.71

22.34

28.62

7.24

69.05

28.83

India

Malaysia
Emerging
Markets

Non-Financial
Corporates

fact led to a surge in household debt
levels. We all live in a world
surrounded by credit as technology
advancement takes centre stage
making it easy for every individual
and corporations towards easy
access to capital.

Turkey

Russia
Brazil

Mexico

South Africa

Saudi Arabia
Egypt

Sources: IIF, BIS, Haver, National Sources.

EMIRATES NBD WEALTH MANAGEMENT

10.72
67.08
17.64
16.35
21.50
17.00
34.04
13.88
7.52
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45.79
67.08
53.38
41.21
26.48
38.46
49.09

29.43

67.7

5.17

52.66

33.09

15.97

12.11

25.71

81.32

35.95

54.25

22.00

36.05
15.77

100.35

15.59
3.84

4.50
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Introduction: Economic growth pitted against surging global debt
Chart 3: Global growth – EM contributes close to two-thirds of Global Growth
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Chart 4: Global Debt USD 233tn – Cumulative Debt and Sectoral Breakdown
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We all live in a world
surrounded by credit as
technology advancement
takes centre stage.
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Student Debt: A growing concern in the US
> The average 2016 college graduate has USD 37,172 in student loans, nearly triple the average two
decades ago
> Student loan debt is over USD 1.48tn and USD 620bn more than the total US credit card debt.

> Student loan delinquency rate of 11.2%

> 44.2mn Americans with student loan debt
The US federal government
provides various types of student
loans to help promote access to
higher education. The common
feature among the different types
of loans is that they allow students
to obtain financing for higher
educations at better terms than
that available in the private market.
In this regard, the federal
government subsidises the cost of
loans for the borrower. Students
usually have little or no credit or
employment history and no
collateral with which to secure a
loan to finance a higher education.

In response, the federal student
loan programs entitle virtually all
students to obtain loans with belowmarket interest rates and flexible
repayment options. Furthermore,
loans are available to borrowers
without respect to income, choice of
institution, field of study, or
academic performance (except in
limited cases). Loans are available
for two- and four-year undergraduate
study, and graduate study. Loans
are issued directly by the US
Department of Education to the
institutions of higher education that
borrowers attend.

The loans are administered (i.e.
serviced) by the Department of
Education and private companies
with whom the Department has
contracted
to
process
loan
disbursements and handle loan
repayments and collections. The
interest rates on federal loans are
tied to the rates on the 10-year
Treasury note, plus a markup, but
still provide better terms than much
of what’s available in the private
market. Rates on each loan type are
capped and remain fixed for the life
of each loan, but reset for the new
year in July.

The US Department of Education has two federal student loan programs:

The William D. Ford Federal Direct Loan (Direct Loan) Program is the largest federal student loan
program. Under this program, the U.S. Department of Education is your lender. There are four types of
Direct Loans available:
>

>
>
>

Direct Subsidised Loans are loans made to eligible undergraduate students who demonstrate
financial need to help cover the costs of higher education at a college or career school.

Direct Unsubsidised Loans are loans made to eligible undergraduate, graduate, and professional
students, but in this case, the student does not have to demonstrate financial need to be eligible for
the loan.
Direct PLUS Loans are loans made to graduate or professional students and parents of dependent
undergraduate students to help pay for education expenses not covered by other financial aid.

Direct Consolidation Loans allow you to combine all your eligible federal student loans into a
single loan with a single loan servicer.

The Federal Perkins Loan Program is a school-based loan program for undergraduates and graduate
students with exceptional financial need. Under this program, the school is lender.

Funding for Perkins loans is provided by the federal government directly to colleges and universities, which
must match one-third of the funding. The funding establishes a revolving loan fund, from which new loans
are made as older loans are repaid. The federal government also provides separate funding to forgive
Perkins Loans if borrowers are employed in certain high-need jobs.
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Student Debt: A growing concern in the US
Some key findings on student loans in the US:

> Approximately USD 1.48tn in total US student loan debt
> 44.2mn Americans with student loan debt

> The student loan delinquency rate stands at 11.2%

> Average monthly student loan payment (for borrower aged 20 to 30 years): USD 351
> Median monthly student loan payment (for borrower aged 20 to 30 years): USD 203
Graduate student loan debt

> About 40% of the USD 1tn student loan debt was used to finance graduate and professional degrees.
Source: Newamerica.org study, Ticas.org

Table 2: What are the current interest rates?
The interest rates for Direct Subsidised Loans and Direct Unsubsidised Loans are shown in the table below.
Loan Type

Loans first disbursed on or after
01.07.2017 and before 01.07.2018

Borrower Type

Direct Subsidised Loans

Undergraduate

Direct Unsubsidised Loans

Graduate or Professional

Direct Unsubsidised Loans

4.45%

Undergraduate

4.45%

6.00%

The interest rates shown above are fixed rates for the life of the loan.
Source: www.studentloanhero.com

Demographics: Gender
The Prudential student loan survey
was conducted online by Chadwick
Martin Bailey on behalf of Prudential
between 13 September and 3
October 2016. A total of 2,369
people completed the survey,
including 1,011 current college
students and 1,358 graduates.
Among current students, 756 had
student loans and 255 did not.
Among graduates, 801 had student
loans that were not paid off, 300 had
student loans that had been
satisfied, and 257 had never used
student loans. The sample was
Census balanced by gender and
ethnicity within each of these five
groups. The study was based on
students and graduates of non-profit
colleges and universities who are
working on or achieved an
Associate’s or Bachelor’s degree;
all reported debt figures are based
on undergraduate education only.
Source: www.research.prudential.com

Male

Female

Students with loans

38%

62%

Students without loans

40%

60%

Graduates with loans: Not paid off

39%

61%

Graduates with loans: Paid off

51%

49%

Graduates without loans

49%

51%
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Student Debt: A growing concern in the US
Table 3: Federal Student Loan Portfolio By Borrower Debt Size

Less than 5k
5k to 10k
10k to 20k
20k to 40k
40k to 60k
60k to 80k
80k to 100k
100k to 200k
200k+

Q2

Federal Fiscal Year 2017
Q3

Q4

Dollars Outstanding (bn)

21.2

20.8

22.4

Dollars Outstanding (bn)

57.3

56.7

56.9

Dollars Outstanding (bn)

138.0

136.5

135.8

Dollars Outstanding (bn)

268.0

265.0

268.3

Dollars Outstanding (bn)

192.6

191.9

195.1

Dollars Outstanding (bn)

157.1

157.6

160.3

Dollars Outstanding (bn)

93.9

95.3

98.2

Dollars Outstanding (bn)

249.1

251.1

258.9

Dollars Outstanding (bn)

163.2

167.2

176.0

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Borrowers (mn)

Includes outstanding principal and interest balances
See: https://studentaid.ed.gov/sa/about/data-center/student/portfolio
Source: Enterprise Data Warehouse
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8.2

7.9

9.6

9.4

3.9

2.3

1.1

1.8

0.6

8.0

7.8

9.5

9.3

3.9

2.3

1.1

1.8

0.6

8.6

7.7

9.4

9.4

4.0

2.3

1.1

1.9

0.6

9
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US Mortgages: Continued expansion
> US Mortgage debt reaches USD 9.33tn as of 2017 end
> Thirty-year fixed mortgage rates increase to 4.42%

To better understand what trillions of
dollars in mortgage debt means,
let's explore how much the average
American owes or pays on their
mortgage through three different
lenses.

Average American's monthly
home ownership costs
Realistically, the size of a mortgage
doesn't tell you much about housing
affordability. Is a homeowner who
has a monthly mortgage payment of
USD 1,000 and utility bills of USD
900 in better shape than a
homeowner who has a monthly
mortgage payment of USD 1,200
and utilities expenses of USD 300?
Most people wouldn't think so.

Chart 5: Total US Mortgages outstanding
15,000,000
14,500,000
Million USD

Americans have a lot of mortgage
debt. In all, financial institutions in
the US hold about USD 10tn of
mortgage debt on family residences.
To put that into perspective,
mortgage debt stands about seven
times larger than student loan debt,
and about ten times greater than
credit card debt in the US.

14,000,000
13,500,000
13,000,000
12,500,000

Dec-2013

Source: Census Bureau. Dec 2017

Dec-2014

Dec-2015

Dec-2016

Dec-2017

Chart 6: US Monthly housing costs
28.5%

30%
25%

20.2%

20.1%

20%
15%

11.9%

10%
5%
0%

10.4%
7.0%

1.8%
Less than
$500

$500 to
$999

Source: Census Bureau. Dec 2017

$1000 to
$1499

$1500 to
$1999

$2000 to
$2499

$2500 to
$2999

$3000 or
more

So, to better understand how much
the average American pays in true
housing costs on a mortgaged home,
I turned to data from the Census
Bureau. Its American Community
Survey data reveal the median
monthly cost of owning and living in
a mortgaged home – including
mortgage payments, insurance, and
utilities – was USD 1,494 in 2015.
(The data does not include homes
that are not mortgaged, or not
occupied by their owners.)

To an extent – Rising
global debt leads to
rising global wealth.
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National Debt: The printability of money
> Governments together owe USD 63tn of outstanding debt

> Governments have raised over USD 30tn of new debt in the last ten years

> US has 31.8% share of total Government debt, followed by Japan at 18.8%

> Long-running fiscal deficits in the US and recent fiscal reforms should propel further debt load
This is the gross government debt, which is the amount of money (the repayment value) owed by the government
today calculated according to the SDDS 2014 and The Maastricht Treaty guidelines. In keeping with the
aforementioned guidelines, we do not subtract from the debt any financial assets the government may own.
Please also note the debt figures do not take into account any future government payments e.g. pension’s
payable next year, or business and private borrowings.

Table 4: Debt Dynamics: Developed Markets (DM)

%
National
Debt

Interest
per year

USA

$20.87tn

$187.80bn

Japan

$9.54tn

UK

Interest
per second

Debt
per citizen

Debt as a
% GDP

$5,955

$64,345

108.43%

$19.24tn

324.35mn

$123.18bn

$3,906

$75,054

250.30%

$3.81tn

127.24mn

$2.43tn

$70.33bn

$2,230

$36,431

83.04%

$2.93tn

66.76mn

Canada

$896.83bn

$21.90bn

$695

$24,716

54.83%

$1.64tn

36.29mn

France

$2.65tn

$62.21bn

$1,973

$40,077

99.24%

$2.67tn

66.13mn

Australia

$426.26bn

$13.75bn

$436

$17,390

30.84%

$1.38tn

24.51mn

Germany

$2.61tn

$62.20bn

$1,972

$31,211

65.36%

$3.99tn

83.75mn

Italy

$2.75tn

$106.05bn

$3,363

$45,249

137.18%

$2.01tn

60.80mn

$398.24bn

$22.29bn

$707

$36,832

193.57%

$205.74bn

10.81mn

$1.39tn

$64.88bn

$2,057

$26,769

105.72%

$1.31tn

46.53mn

Greece
Spain

Source: www.nationaldebtclocks.org
> USA: Gov. includes intragovernmental holdings and allowance of one day delay in banks
reporting to treasury.
> Japan: Government data. Excluding fiscal investment and loan program bonds and FBs from
outstanding government bonds.
> UK: Government data, released on the 21st of Feb 2018.Excludes public sector bank bailouts.
January is always the UK Gov's best month for money (taxes) coming in with a £10.0 billion
surplus, down £1.6 billion on last year.
EMIRATES NBD WEALTH MANAGEMENT
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GDP

Population

> Canada: Government data, and it excludes Provincial Debt.
> France, Spain, Australia and Italy: Government Data
> Germany National Debt Source - This figure is the reported gross debt under the Maastricht
Treaty guidelines.
> Greece: Greece's statistics service
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National Debt: The printability of money

Table 5: Debt Dynamics: Emerging Markets (EM)

%
National
Debt

Interest
per year

Interest
per second

Debt
per citizen

Debt as a
% GDP

GDP

Population

Brazil

$1.52tn

$154.97bn

$4,914

$7,392

75.19%

$2.03tn

206.77mn

Russia

$197.19bn

$12.80bn

$406

$1,348

19.58%

$1.01tn

146.30mn

India

$1.15tn

$75.33bn

$2,389

$867

50.85%

$2.26tn

1,330mn

China

$5.09tn

$177.82bn

$5,639

$3,683

44.98%

$11.31tn

1,380mn

South
Africa

$154.17bn

$8.07bn

$256

$2,829

44.34%

$347.70bn

54.50mn

Turkey

$232.62bn

$17.20bn

$545

$2,904

27.20%

$855.33bn

80.10mn

Mexico

$492.05bn

$29.40bn

$932

$4,381

46.87%

$1.05tn

112.32mn

Pakistan

$206.34bn

$21.59bn

$685

$984

71.04%

$290.45bn

209.70mn

Source: www.nationaldebtclocks.org
> Brazil, India South Africa, Turkey, Mexico, Pakistan: Government data
> Russia: This is only Government debt; total external debt is over $500bn
> China: This figure now excludes local government financing vehicles. We suggest you multiply
by at least 3.25 for this figure, then consider adding a figure for China's shadow banking
(loans outside of formal banks)
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Household Debt: EM nations in better shape than their DM peers
> Developed nations outshine their EM counterparts in raising household debt
> Total US household debt soars to record USD 13.15tn

> Chinese household’s debt is about 106% of their disposable incomes

50
40
30
20
10

2017

2016

2015

2014

2013

2012

2011

2010
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2008

2007
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2005
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2003

2002

2001

2000
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1999

Developed Markets Household debt

Emerging Markets Household debt

Source: Institute of International Finance (Database file: Global debt Monitor data file, 5 Jan 2018)

catalysts fuelled by technology have
had serious impact on hiring as
demand for workers across many
industries is being made redundant
as automation and robots take over.
Notably, delinquency rates have
picked up as households are unable
to service debts on account of
stagnant disposable income.

Mortgage debt makes up the bulk of
household debt in the developed
nations as compared to those in
emerging countries. Developed
nations household debt accounts
for over 50% of the total household
debt while emerging countries only

The increase in household debt
levels could be predicated to cheap
money through loosening monetary
policies post the global financial
crisis. This in fact has raised
concerns particularly after global
central banks, and after decades of
stimulus programs, failed to ignite
inflation and spur wage growth.

Although household debt and easy
access to credit can boost demand
and build personal wealth, such
creation has direct implications and
is vulnerable to financial shocks as
interest rates begin to rise. Subdued
wage growth and disruptive

1998

1997

0

1996

The median household debt-toGDP ratio among emerging market
economies increased from 15% in
2008 to 21% in 2016, and among
developed economies it increased
from 52% to 63% over the same
period.

Chart 7: Household debt across developed and EM nations

1995

Household debt is defined as all
liabilities that require payment not
payments of interest or principal by
a household to the creditor at a date
or dates in the future. Consequently,
all debt instruments are liabilities, but
some liabilities such as shares, equity
and financial derivatives are not
considered as debt. According to the
1993 System of National Accounts,
debt is thus obtained as the sum of
the following liability categories,
whenever available / applicable in
the financial balance sheet of the
households and non-profit institutions
serving households sector, such as:
currency and deposits; securities
other than shares, except financial
derivatives;
loans;
insurance
technical reserves; and other
accounts payable. For households,
liabilities predominantly consist of
loans, in particular, mortgage loans
for the purchase of houses.

USD Trillion

What is household debt?

accounts for just below 33%.

The rise in household debt typically
has a positive short-term but a
negative medium-term relationship
to macroeconomic aggregates such
as GDP growth, consumption, and
employment. Moreover, this could
also lead to downside risks to GDP
growth and a higher probability of
stress to financial and banking
sectors. However, studies reveal
that the short-term positive effects
are generally stronger and the
medium-term negative effects are
consistently weaker for emerging
market nations.

Household Debt
(as of 1 September 2017)

Emerging Markets

USD

10.2 tn

SURGING GLOBAL DEBT

Developed Markets

USD

33.3 tn
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Household Debt: EM nations in better shape than their DM peers
Charts 8 & 9: DM and EM country wise breakdown of household debt as a % of GDP
Developed Markets Household Debt
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Negative Yielding Debt: Has there been a paradigm economic shift?
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Q4 2001

It remains a challenge to assess
how long these sub-zero to lowinterest
rates
will
persist
considering the implications a
withdrawal of such policies would
have on the psyche of borrowers
and the markets.
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These policies are complementary
instruments and are necessary to
ensure that sufficient stimulus is
provided to the economy to spur
inflation to the ECB’s target level.
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In June 2014, following in the
footsteps of the Danish National
Bank, the European Central Bank
(ECB) became the first major
central bank to lower one of its key
policy rates to negative territory. The
deposit facility interest rate is now at
-0.4% while the main refinancing
operations rate is set at zero.
Simultaneously, the ECB continues
with the asset purchase programme
(APP) covering a broad range of
investment-grade securities.
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As
short-term
policy
rates
approached zero, central banks
carried out further loosening by
providing forward guidance about
the expected future path of interest
rates and by lowering term premia
through large-scale asset purchase
programmes. In the case of the
BOJ, the yield curve control remains
intact through a consistent bond
purchase mandate, thus pushing
yields into negative territory.

Chart 10: Cumulative debt that yield zero to negative

USD Million

Since the global financial crisis,
inflation has remained low globally,
leading to subdued growth. Today,
central bankers are still responding
to this low inflation environment by
conducting
unorthodox
accommodative policies, except for
the US, where policy tightening is at
centre stage, even if the inflation
target hasn’t yet been met.

Source: Source: Bloomberg as of 28 Feb 2018

Negative interest rates have
become part of the central bank’s
mandate towards a policy response
during an economic downturn when
nominal interest rates are already
very low.

However, there are limits to how far
interest rates can fall below zero in
the absence of further measures to
reduce general financial and
economic risks.
With lacklustre growth, high
unemployment and stubbornly low

investment activity in many
economies, policy-makers may
want to do more, and monetary
policy is far from the only option,
although other types of monetary
policy measures can be used.
Public investment projects and a
boost to government spending
more generally can go a long way
in complementing tighter policies.
Moreover, Government spending
has proven to be a viable tool
when it comes to supporting
growth, particularly when interest
rates are low.

Government bonds
with negative yields
of five-year maturities
(as of March 2018)
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Negative Yielding Debt: Has there been a paradigm economic shift?

The ECB became the
first major central bank
to lower one of its key
policy rates to
negative territory.
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Islamic Debt: Sukuk and the insatiable search for Islamic debt
> Islamic debt has further room for expansion in international capital markets

> Demand for Islamic debt instruments remains positive

> Sukuk has been an alternative source of financing for a variety of corporate and national activities
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Chart 12: Total outstanding Sukuk – Domestic debt constitutes
71% of total outstanding Sukuk

International Issuance

Source: IFM Sukuk study (Jul 2017, 6th edition)
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Today, Sukuk issuance has paved
the way for various financing needs
for the issuers such as enhancement
of bank’s capital base, monetary or
budgetary management, project
financing, aircraft financing etc., over
the basic financing needs. We also
stress on the standardization of
documentation and prudent market
practices for further enhancement to
bring in more depth and breadth to
the Islamic finance market.

Chart 11: Global total Sukuk issuance – above long-term trends

2005

The Sukuk market has evolved and
expanded to new regions; it is now a
well-recognised asset class within
the fixed income bond market. The
broad-based interest in such shariacompliant investments is global and
has seen wider investor participation
across Islamic and conventional debt
investors. Moreover, counterparties
have adopted Sukuk as an active
trading instrument and pricing
remains very competitive together
with robust liquidity in the market
place.

Chart 13: Composite breakdown of all Sukuk outstanding – Only
Five nations represent 90% of total Sukuk outstanding.
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Islamic Debt: Sukuk and the insatiable search for Islamic debt
Chart 14: Currency breakup of all outstanding Sukuk – US Dollar issuance makes up only 20% of all
Sukuk outstanding.
MYR
USD
SAR
SDG
BHD
QAR
PKR
BND
TRY
AED
SGD
CFA

Source: IIFM

61.0000%
20.1400%
4.3200%
2.2500%
1.7400%
1.6800%
1.4000%
1.0300%
1.0100%
0.9600%
0.3200%
0.1300%

OMR
EUR
KWD
JOD
CNY
YER
IRR
NGN
BDT
MVR
RS

Chart 15: Who invests in Sukuk?
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Chart 16: Composite breakdown of issuer type
across all outstanding Sukuk issuance
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Interesting Facts
Global debt has reached a record USD 233tn
or 295% of Global GDP.
A staggering USD 71tn of new debt raised in
the last decade (2007-2017).
The US has more government debt than any
other country.
The US debt ceiling was created in 1917 at a
limit of USD 11.5bn during WWI to allow greater
simplicity and flexibility during the war by
allowing the Treasury to borrow any amount it
needed as long as the amount was below this
limit. Prior to this, Congress had to approve each
issuance of debt. To change the debt ceiling,
Congress needs to enact specific legislation and
the President must approve the legislation.
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The US was in debt even in its first yearly
report on 1 January 1791, to the amount of USD
75,463,476.52. Every president since Truman
has added to the national debt. The debt ceiling
has been raised 72 times since 1962, including
18 times under Reagan, eight times under
Clinton, seven times under Bush and, as of
August 2011, three times under Obama.
Time Magazine identified 25 people who are at
most to blame for the US financial crisis,
including Alan Greenspan, George W. Bush,
Bill Clinton, the CEO of Merrill Lynch, and the
American consumer. (“25 People to Blame for
the Financial Crisis.” Time Magazine. 11
February 2009).
When Reagan took office, US debt was under
USD 1tn. After he left eight years later, debt
was USD 2.6tn and the US had moved from
being the world’s largest international creditor
to the world’s largest debtor nation.
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Interesting Facts
Post the Great Recession, debt has surged in
most of the G7 nations, unlike EM nations,
which have been more conservative.
A loan of GBP 1,000 at the rate of 6% p.a. was
given by a UK school to the city of St Albans in
1722. St. Albans City council, despite
acknowledging the loan, has not made any
repayments on it. As of 2012, the debt stands
at GBP 21.8bn.
1835 was the only time in US history when the
country was debt free, when Andrew Jackson
paid off what he called “the national curse”. It
lasted exactly one year.

As a share of its GDP, Japan’s gross national
debt far exceeds that of all other nations.
If you have no debts and USD 10 in your
pocket, you have more wealth than 25% of
Americans.
You could wrap USD 1 bills around the Earth
768 times with the current outstanding debt
owed globally
If you lay USD 1 bills on top of each other
they would make a pile 21,535 km, or 13,381
miles high!

And finally, food for thought…

"Rising interest rates would
make debt obligations harder to
service. Can the world adapt to
higher interest rates?"

Syed Yahya Sultan
Head of Fixed Income Strategy
CIO Office | Wealth Management

Email: yahyas@emiratesnbd.com
Telephone: +971 4 609 3724
Mobile: +971 55 886 3947
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Disclaimer
Reliance
Emirates NBD Bank PJSC (“Emirates NBD”) uses reasonable efforts to obtain information
from sources which it believes to be reliable, however, Emirates NBD makes no
representation that the information or opinions contained in this publication are accurate,
reliable or complete and should not be relied on as such or acted upon without further
verification. Opinions, estimates and expressions of judgment are those of the writer and
are subject to change without notice. Emirates NBD accepts no responsibility whatsoever
for any loss or damage caused by any act or omission taken as a result of the information
contained in this publication. Data/information provided herein are intended to serve for
illustrative purposes and are not designed to initiate or conclude any transaction. In
addition this publication is prepared as of a particular date and time and will not reflect
subsequent changes in the market or changes in any other factors relevant to the
determination of whether a particular investment activity is advisable. This publication
may include data/information taken from stock exchanges and other sources from around
the world and Emirates NBD does not guarantee the sequence, accuracy, completeness,
or timeliness provided thereto by unaffiliated third parties. Moreover, the provision of
certain data/information in this publication is subject to the terms and conditions of other
agreements to which Emirates NBD is a party. Anyone proposing to rely on or use the
information contained in this publication should independently verify and check the
accuracy, completeness, reliability and suitability of the information and should obtain
independent and specific advice from appropriate professionals or experts. Further,
references to any financial instrument or investment product are not intended to imply
that an actual trading market exists for such instrument or product. The information and
opinions contained in Emirates NBD publications are provided for personal use and
informational purposes only and are subject to change without notice. The material and
information found in this publication are for general circulation only and have not been
prepared with any regard to the objectives, financial situation and particular needs of any
specific person, wherever situated.

Confidentiality
This publication is provided to you upon request on a confidential basis for informational
purposes only and is not intended for trading purposes or to be passed on or disclosed
to any other person and/or to any jurisdiction that would render the distribution illegal.
The investor may not offer any part of this publication for sale or distribute it over any
medium including but not limited to over-the-air television or radio broadcast, a computer
network or hyperlink framing on the internet without the prior written consent of Emirates
NBD or construct a database of any kind.

Solicitation
None of the content in this publication constitutes a solicitation, offer, opinion, or
recommendation by Emirates NBD to buy or sell any security, or to provide legal, tax,
accounting, or investment advice or services regarding the profitability or suitability of any
security or investment and further does not provide any fiduciary or financial advice.

Third party
The security or investment described in this publication may not be eligible for sale or
subscription to certain categories of investors. This publication is not intended for use by,
or distribution to, any person or entity in any jurisdiction or country where such use or
distribution would be contrary to law or regulation. It is the responsibility of any person in
possession of this publication to investigate and observe all applicable laws and
regulations of the relevant jurisdiction. This publication may not be conveyed to or used
by a third party without the express consent of Emirates NBD. The investor may not use
the data in this publication in any way to improve the quality of any data sold or contributed
to by the investor to any third party.

Liability
Anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers,
agents, directors, officers, employees, representatives, successors, assigns, affiliates or
subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person
for any: (a) inaccuracies or errors in or omissions from the this publication including, but
not limited to, quotes and financial data; or (b) loss or damage arising from the use of this
publication, including, but not limited to any investment decision occasioned thereby. Under
no circumstances, including but not limited to negligence, shall Emirates NBD, its suppliers,
agents, directors, officers, employees, representatives, successors, assigns, affiliates or
subsidiaries be liable to you for direct, indirect, incidental, consequential, special, punitive,
or exemplary damages even if Emirates NBD has been advised specifically of the
possibility of such damages, arising from the use of this publication, including but not
limited to, loss of revenue, opportunity, or anticipated profits or lost business.

This publication does not provide individually tailored investment advice and is prepared
without regard to the individual financial circumstances and objectives of person who
receive it. The appropriateness of an investment activity or strategy will depend on the
person’s individual circumstances and objectives and these activities may not be suitable
for all persons. In addition, before entering into any transaction, the risks should be fully
understood and a determination made as to whether a transaction is appropriate given
the person’s investment objectives, financial and operational resources, experiences and
other relevant circumstances. The obligations relating to a particular transaction (and
contractual relationship) including, without limitation, the nature and extent of their
exposure to risk should be known as well as any regulatory requirements and restrictions
applicable thereto.

Forward looking
Past performance is not necessarily a guide to future performance and should not be
seen as an indication of future performance of any investment activity. The information
contained in this publication does not purport to contain all matters relevant to any
particular investment or financial instrument and all statements as to future matters are
not guaranteed to be accurate. Certain matters in this publication about the future
performance of Emirates NBD or members of its group (the Group), including without
limitation, future revenues, earnings, strategies, prospects and all other statements that
are not purely historical, constitute “forward-looking statements”. Such forward-looking
statements are based on current expectations or beliefs, as well as assumptions about
future events, made from information currently available. Forward-looking statements
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often use words such as “anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “goal”,
“seek”, “believe”, “will”, “may”, “should”, “would”, “could” or other words of similar meaning.
Undue reliance should not be placed on any such statements in making an investment
decision, as forward-looking statements, by their nature, are subject to known and
unknown risks and uncertainties that could cause actual results, as well as the Group’s
plans and objectives, to differ materially from those expressed or implied in the forwardlooking statements. Estimates of future performance are based on assumptions that may
not be realized.

Risk
Data included in this publication may rely on models that do not reflect or take into account
all potentially significant factors such as market risk, liquidity risk, and credit risk. Emirates
NBD may use different models, make valuation adjustments, or use different
methodologies when determining prices at which Emirates NBD is willing to trade financial
instruments and/or when valuing its own inventory positions for its books and records.

The use of this publication is at the sole risk of the investor and this publication and
anything contained herein, is provided "as is" and "as available." Emirates NBD makes no
warranty of any kind, express or implied, as to this publication, including, but not limited
to, merchantability, non-infringement, title, or fitness for a particular purpose or use.

Investment in financial instruments involves risks and returns may vary. The value of and
income from your investments may vary because of changes in interest rates, foreign
exchange rates, prices and other factors and there is the possibility that you may lose the
principle amount invested.. Before making an investment, investors should consult their
advisers on the legal, regulatory, tax, business, investment, financial and accounting
implications of the investment.

In receiving this publication, the investor acknowledges it is fully aware that there are risks
associated with investment activities. Moreover, the responsibility to obtain and carefully
read and understand the content of documents relating to any investment activity described
in this publication and to seek separate, independent financial advice if required to assess
whether a particular investment activity described herein is suitable, lies exclusively with
the investor.

Intellectual property
This publication has been developed, compiled, prepared, revised, selected, and arranged
by Emirates NBD and others (including certain other information sources) through the
application of methods and standards of judgment developed and applied through the
expenditure of substantial time, effort, and money and constitutes valuable intellectual
property of Emirates NBD and such others.

All present and future rights in and to trade secrets, patents, copyrights, trademarks,
service marks, know-how, and other proprietary rights of any type under the laws of any
governmental authority, domestic or foreign, shall, as between the investor and Emirates
NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or
other lawful parties. Except as specifically permitted in writing, the investor may not copy
or make any use of the content of this publication or any portion thereof. Except as
specifically permitted in writing, the investor shall not use the intellectual property rights
connected with this publication, or the names of any individual participant in, or contributor
to, the content of this publication, or any variations or derivatives thereof, for any purpose.

This publication is intended solely for non-commercial use and benefit, and not for resale
or other transfer or disposition to, or use by or for the benefit of, any other person or entity.
By accepting this publication, the investor agrees not to use, transfer, distribute, copy,
reproduce, publish, display, modify, create, or dispose of any information contained in this
publication in any manner that could compete with the business interests of Emirates NBD.
Furthermore, the investor may not use any of the trademarks, trade names, service marks,
copyrights, or logos of Emirates NBD or its subsidiaries in any manner which creates the
impression that such items belong to or are associated with the investor or, except as
otherwise provided with Emirates NBD, prior written consent. The investor has no
ownership rights in and to any of such items.

Emirates NBD is licensed and regulated by the UAE Central Bank.

United Kingdom
This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates.
It has been issued and approved for distribution to clients by the London branch of
Emirates NBD Bank PJSC which is authorized by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority
in the UK. Some investments and services are not available to clients of the London
Branch. Any services provided by Emirates NBD Bank PJSC outside the UK will not be
regulated by the FCA and you will not receive all the protections afforded to retail
customers under the FCA regime, such as the Financial Ombudsman Service and the
Financial Services Compensation Scheme. Changes in foreign exchange rates may affect
any of the returns or income set out within this publication.

Singapore
This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates.
It has been issued and approved for distribution to clients by the Singapore branch of
Emirates NBD Bank PJSC which is licensed by the Monetary Authority of Singapore (MAS)
and subject to applicable laws (including the Financial Advisers Act (FAA) and the
Securities and Futures Act (SFA). Any services provided by Emirates NBD Bank PJSC
outside Singapore will not be regulated by the MAS or subject to the provisions of the FAA
and/or SFA, and you will not receive all the protections afforded to retail customers under
the FAA and/or SFA. Changes in foreign exchange rates may affect any of the returns or
income set out within this publication.

Please contact your Relationship Manager for further details or for clarification of the
contents, where appropriate.

For contact information, please visit www.emiratesnbd.com
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