
Back to Basics



§ There is a reason that every religion inveighs against the 
use of debt, driven by a history of people and businesses, 
borrowing too much and then paying the price, but the vitriol is 
reserved for the lenders, not the borrowers, for encouraging 
this behavior. 

§ At the same time, in much of the word, governments have 
encouraged the use of debt, by providing tax benefits to 
businesses (and individuals) who borrow money. 

§ In this session, I look at the use of debt by businesses, around 
the globe, chronicling both the magnitude of borrowing, as 
well as the details of debt (in terms of maturity, fixed vs 
floating, straight vs convertible). 
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§ When interest rates in the United States and Europe rose strongly 
in 2022, from decade-long lows, there were two big questions 
about debt that loomed. 
§ The first was whether companies would pull back from borrowing, 

with the higher rates, leading to a drop in aggregate debt. 
§ The other was whether there would be a surge in default rates, as 

companies struggled to generate enough income to cover their debt 
obligations. 

§ While it is still early, the data in 2023 and 2024 provide tentative 
answers to these questions, with the findings that there has not 
been a noticeable decrease in debt levels, at least in the 
aggregate, and that wile the number of defaults has increased, 
default rates remain below the highs that you see during 
recessions and crises. 

§ The key test for companies will remain the economy, and the 
question of whether firms have over borrowed will be a global 
economic slowdown or recession.


