
ily debt burdens above 40 percent. Such financial distress is inversely
correlated with income. More than a quarter of the poorest indebted fam-
ilies—those in the lowest fifth of all families—are carrying such heavy
debt burdens. Families in the next two-fifths above that, i.e., in the
20.0–59.9 income percentiles, have experienced increases in the percent-
age of indebted families carrying such excessive debt burdens since
1995—with the number of indebted families caught in this debt trap ris-
ing to around 19 percent in the second lowest quintile, and to around 14
percent even in the middle quintile. In contrast, for those in the 40 per-
cent of families with the highest incomes, the percentage of households
experiencing such financial distress has diminished since 1995. Thus with
the rapid rise in outstanding debt to disposable income, financial distress
is ever more solidly based in lower-income, working-class families.

Chart 1: Consumer Debt Service Ratio (Debt Service
Payments to Disposable Income)

Note: The debt service ratios provided in the Federal Reserve's Household Debt Service and
Financial Obligations Ratios data (used in this chart) and in the Survey of Consumer Finances
(used in the following tables) are not directly comparable. The data here is based on aggre-
gate consumer debt service to aggregate consumer disposable income and not on survey
data as in the tables that follow.

Source: Board of Governors, Federal Reserve Board, Household Debt Service and Financial
Obligations Ratios, www.federalreserve.gov/releases/housedebt/.
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