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II. SURGES IN PUBLIC DEBT
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FIGURE 1. GROSS CENTRAL GOVERNMENT DEBT AS A PERCENTAGE OF GDP: ADVANCED AND 

EMERGING MARKET ECONOMIES, 1860-2010

Sources: Reinhart and Rogoff (2011a) and sources cited therein.
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Notes: Each banking crisis episode is identified by country and the beginning year of the crisis. Only major (systemic) banking 

crises episodes are included, subject to data limitations. The historical average reported does not include ongoing crises 

episodes, which are omitted altogether, as these crises begin in 2007 or later, and debt stock comparison here is with three 

years after the beginning of the banking crisis.

Source: Reinhart and Rogoff (2008 and 2009) and sources cited therein. 

FIGURE 2A. CUMULATIVE INCREASE IN PUBLIC DEBT IN THE THREE YEARS FOLLOWING SYSTEMIC 

BANKING CRISIS: SELECTED POST-WORLD WAR II EPISODES
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Notes: Unless otherwise noted these figures are for central government debt deflated by consumer prices.

Sources: Prices and nominal GDP from International Monetary Fund, World Economic Outlook. For a complete listing of 

sources for government debt, see Reinhart and Rogoff (2009) and Reinhart (2010).

FIGURE 2B. CUMULATIVE INCREASE IN REAL PUBLIC DEBT SINCE 2007, SELECTED COUNTRIES
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III. THE FINANCIAL CRASH-SOVEREIGN DEBT CRISIS SEQUENCE
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FIGURE 3. SOVEREIGN DEFAULT ON EXTERNAL DEBT, TOTAL (DOMESTIC PLUS EXTERNAL) PUBLIC 

DEBT, AND INFLATION CRISES: WORLD AGGREGATES, 1826-2006 (DEBT AS A PERCENTAGE OF GDP)

Sources: Reinhart and Rogoff (2011b) and sources cited therein.
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Dependent variable 

Sample

World: Share of countries in default or restructuring 

1824-2009

Independent variables OLS (robusterrors) Logit (robusterrors)

World: Public debt/GDP (t-1) 0.346 0.008

p-value 0.000 0.000

Number of observations 184 184

R2 0.224 0.246

TABLE 1.  PUBLIC DEBT AND SOVEREIGN DEFAULT AND RESTRUCTURING: ALL COUNTRIES, 

1824-2009

Notes: The debt aggregate for the world is a simple arithmetic average of individual countries’ debt/GDP ratios. For some 

countries, the time series on debt and exports are much longer, than for nominal dating back to the first half of the 19th century 

GDP. In these cases (Brazil, Canada, Egypt, India, Nicaragua, Thailand, Turkey and Uruguay), the debt/GDP series (with 

appropriate scaling) with the available debt/GDP data. The split between advanced and emerging economies is made along 

the present-day IMF classification. 

Sources: Reinhart and Rogoff (2011b), sources cited therein and authors’ calculations.
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FIGURE 4.  GREECE: CENTRAL GOVERNMENT (DOMESTIC PLUS EXTERNAL) DEBT, DEFAULT, 

HYPERINFLATION, AND BANKING CRISES, 1848-2008 (DEBT AS A PERCENT OF GDP)

Sources: Lazaretou (2005), Reinhart (2010) and sources cited therein.
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FIGURE 5.  ICELAND AND IRELAND

a. General Government (Domestic plus External) Debt, 1925-2010 (Debt as a Percentage of GDP)
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FIGURE 6.  SOVEREIGN DEFAULT ON EXTERNAL DEBT, TOTAL (DOMESTIC PLUS EXTERNAL) 

PUBLIC DEBT, AND SYSTEMIC BANKING CRISES: ADVANCED ECONOMIES, 1880-2010

(DEBT AS A PERCENTAGE OF GDP)
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Dependent Variable

Sample

Advanced Economies: Share of Countries in Default 
or Restructuring

1880-2009

Independent Variables OLS (robusterrors) Logit (robusterrors)

Advanced Economies: 

Public Debt/GDP (t-1) 0.057 0.002

P-Value 0.002 0.006

Number of Observations 130 130

R2 0.047 0.050

Dependent Variable

Sample

Advanced Economies: Share of Countries in Default 
or Restructuring

1880-2009

Independent Variables OLS (robusterrors) Logit (robusterrors)

Advanced Economies:   

Public Debt/GDP (t-1) 0.209 0.002

P-Value 0.000 0.000

Number of Observations 130 130

R2 0.176 0.167

TABLE 2.  PUBLIC DEBT AND SOVEREIGN DEFAULT AND RESTRUCTURING: ADVANCED 

ECONOMIES, 1880-2009

Notes: The debt aggregates for the advanced economies and the world are the simple arithmetic averages (not weighted 

by a country’s share in world GDP) of individual countries’ debt/GDP ratios. For a few countries, the time series on debt and 

exports are much longer, dating back to the first half of the 19th century, than for nominal GDP. In these cases (Brazil, Canada, 

Egypt, India, Nicaragua, Thailand, Turkey and Uruguay), the debt/GDP series was spliced (with appropriate scaling) with 

the available debt/GDP data. The split between advanced and emerging economies is made through the present-day IMF 

classification, even though several countries, such as New Zealand, were ‘emerging markets’ during most of the pre-World War 

I period.

Sources: Reinhart (2010) Reinhart and Rogoff (2011b), sources cited therein and authors’ calculations.
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IV. DEBT AND GROWTH 



164       THE EUROPEAN CRISES  /  COURSE LECTURES, Carmen M. Reinhart



THE EUROPEAN CRISES  /  COURSE LECTURES, Carmen M. Reinhart       165



166       THE EUROPEAN CRISES  /  COURSE LECTURES, Carmen M. Reinhart

Sources:  Reinhart and Rogoff (2010a) and sources cited therein.

FIGURE 7.  DEBT AND REAL PER CAPITA GDP GROWTH: SELECTED ADVANCED AND EMERGING 

ECONOMIES, 1946-2009
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  Central (Federal) Government Debt/ GDP

Country Period Below 30% 30% to 60% 60% to 90% 90% 
and above

Australia 1902-2009 3.1 4.1 2.3 4.6

Austria 1880-2009 4.3 3.0 2.3 n.d.

Belgium 1835-2009 3.0 2.6 2.1 3.3

Canada 1925-2009 2.0 4.5 3.0 2.2

Denmark 1880-2009 3.1 1.7 2.4 n.d.

Finland 1913-2009 3.2 3.0 4.3 1.9

France 1880-2009 4.9 2.7 2.8 2.3

Germany 1880-2009 3.6 0.9 n.d. n.d.

Greece 1884-2009 4.0 0.3 4.8 2.5

Ireland 1949-2009 4.4 4.5 4.0 2.4

Italy 1880-2009 5.4 4.9 1.9 0.7

Japan 1885-2009 4.9 3.7 3.9 0.7

Netherlands 1880-2009 4.0 2.8 2.4 2.0

New Zealand 1932-2009 2.5 2.9 3.9 3.6

Norway 1880-2009 2.9 4.4 n.d. n.d.

Portugal 1851-2009 4.8 2.5 1.4 n.d.

Spain 1850-2009 1.6 3.3 1.3 2.2

Sweden 1880-2009 2.9 2.9 2.7 n.d.

United Kingdom 1830-2009 2.5 2.2 2.1 1.8

United States 1790-2009 4.0 3.4 3.3 -1.8

Average 3.7 3.0 3.4 1.7

Median 3.9 3.1 2.8 1.9

Number of Observations = 2,317 866 654 445 352

Selected Advanced Economies,  1790-2009 (Annual Percentage Change)

TABLE 3.  REAL GDP GROWTH AS THE LEVEL OF GOVERNMENT DEBT VARIES

Notes: An n.a. denotes no observations were recorded for that particular debt range. There are missing observations, most 

notably during World War I and II. Further details are provided in the data appendices to Reinhart and Rogoff (2009) 

and are available from the authors. Minimum and maximum values for each debt range are shown in bolded italics.
Sources: There are many sources, among the more prominent are: International Monetary Fund, World Economic Outlook, 

OECD, World Bank, Global Development Finance. Extensive other sources are cited Reinhart and Rogoff (2009).
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FIGURE 8.  THE 90% DEBT/GDP THRESHOLD: 1946-2009, ADVANCED ECONOMIES

Probability Density Function
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Notes: The advanced economy sample is the complete IMF grouping (Switzerland and Iceland were added). It includes 

Australia. Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Japan, Netherlands, 

New Zealand, Norway, Portugal, Spain, Sweden, Switzerland ,the United Kingdom, and the United States.

Sources: Reinhart and Rogoff (2009 and 2010b).
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V. THE AFTERMATH OF HIGH DEBT: THE 1930S AND WORLD 
WAR II
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 TABLE  4.  SELECTED EPISODES OF DOMESTIC DEBT DEFAULT OR RESTRUCTURING, 1920S–1940S

1 See Schedvin (1970) and Prichard (1970), for accounts of the Australian and New Zealand conversions, respectively, during the Depression. Michael Reddell kindly alerted us 

to these episodes and references.

Notes: We have made significantly further progress in sorting out the defaults on World War I debts to the United States, notably by European countries. In all cases, these 

episodes are classified as a default on external debts. However, in some case –such as the UK--some of the WWI debts to United States were also issued under the domestic 

law and, as such, would also qualify as a domestic default. The external defaults on June 15, 1934 included: Austria, Belgium, Czechoslovakia, Estonia, France, Greece, Hungary, 

Italy, Latvia, Poland, United Kingdom. Only Finland made payments. See New York Times, June 15, 1934. 

Country Dates Commentary

For additional possible domestic defaults in several European countries during the 1930s, see notes below.

Australia 1931-1932 The Debt Conversion Agreement Act in 1931/32 which appears to have done something similar to the later NZ induced 

conversion. See New Zealand entry. 1

Bolivia 1927 Arrears of interest lasted until at least 1940.

Canada (Alberta) April 1935 The only province to default—which lasted for about 10 years.

China 1932 First of several ‘consolidations’, monthly cost of domestic service was cut in half. Interest rates were reduced 
to 6% (from over 9%)—amortization periods were about doubled in length.

Greece 1932 Interest on domestic debt was reduced by 75% since 1932; Domestic debt was about 1/4 of total public debt.

Mexico 1930s Service on external debt was suspended in 1928. During the 1930s, interest payments included ‘arrears of 
expenditure and civil and military pensions.’

New Zealand 1933 In March 1933 the New Zealand Debt Conversion Act was passed providing for voluntary conversion of 
internal debt amounting to 113 million pounds to a basis of 4% for ordinary debt and 3% for tax-free debt. 
Holders had the option of dissenting but interest in the dissented portion was made subject to an interest 
tax of 33.3%.1

Peru 1931 After suspending service on external debt on May 29, Peru made ‘partial interest payments’ on domestic 
debt.

Romania February 1933 Redemption of domestic and foreign debt is suspended (except for three loans).

Spain October 1936–
April 1939

Interest payments on external debt were suspended, arrears on domestic debt service.

United States 1933 Abrogation of the gold clause. In effect, United States refused to pay Panama the annuity in gold due to 
Panama according to a 1903 treaty. The dispute was settled in 1936 when United States paid the agreed 
amount in gold balboas.

United Kingdom 1932 Most of the outstanding WWI debt was consolidated into a 3.5% perpetual annuity. This domestic debt 
conversion was apparently voluntary. However, some of the WWI debts to the United States were issued 
under domestic (UK) law (and therefore classified as domestic debt) and these were defaulted on following 
the end of the Hoover 1931 moratorium.

Uruguay November 1, 1932–
February, 1937

After suspending redemption of external debt on January 20, redemptions on domestic debt were equally 
suspended.

Austria December 1945 Restoration of schilling (150 limit per person). Remainder placed in blocked accounts. In December 1947, 
large amounts of previously blocked schillings invalidated and rendered worthless. Temporary blockage of 
50% of deposits.

Germany June 20, 1948 Monetary reform limiting 40 Deutschemark per person. Partial cancellation and blocking of all accounts.

Japan March 2, 1946–1952 After inflation, exchange of all bank notes for new issue (1 to 1) limited to 100 yen per person. Remaining 
balances were deposited in blocked accounts.

Russia 1947 The monetary reform subjected privately held currency to a 90% reduction.

April 10, 1957 Repudiation of domestic debt (about 253 billion rubles at the time).
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TABLE 5. DEBT LIQUIDATION THROUGH FINANCIAL REPRESSION: ITALY, U.K. AND U.S., 1945-1955

1 Italy was in default on its external debt 1940-1946.

2 The savings from financial repression are a lower bound, as we use the ‘official’ consumer price index for this period in the 

calculations and inflation is estimated to have been substantially higher than the official figure (see for example Friedman and 

Jacobson Schwartz, 1963).

3 The simple cumulative annual savings without compounding.

Notes: The peaks in debt/GDP were: Italy 129.0 in 1943; United Kingdom 247.5 in 1946; United States 121.3 in 1946. 

An alternative interpretation of the financial repression revenue is simply as savings in interest service on the debt.

Sources: Reinhart and Sbrancia (2011).

Public Debt/GDP Annual Average: 1946-1955

Country 1945 1955 (actual) 1955 without repression 
savings (est.) 3

‘financial repression
revenue’/GDP

Inflation

Italy 1 79.2 38.1 129.3 9.1 10.8

United Kingdom 2 215.6 138.2 182.9 4.5 5.9

United States 116.0 66.2 118.6 5.2 4.2
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VI. CONCLUSIONS
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1916          1926          1936          1946          1956          1966          1976          1986          1996          2006         

400
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First year of banking 
crises (darkest line)

1933, suspension of the Gold 
Clause default (shaded)

Notes: Beginning in 2010:Q1, almost all Fannie Mae and Freddie Mac mortgage pools are consolidated in Fannie Mae’s and 

Freddie Mac’s balance sheets and, thus, are included in the debt of government

Sources: Historical Statistics of the United States, Flow of Funds, Board of Governors of the Federal Reserve International

Monetary Fund, World Economic Outlook.

FIGURE 9.  TOTAL (PUBLIC AND PRIVATE) CREDIT MARKET DEBT OUTSTANDING: 

UNITED STATES, 1916-2010 Q1

Debt/PIB

Private              Public

Median 117.4 61.5

Max. 282.9 2008 119.2 1946

Min. 35.9 1946 11.5 1916

2010Q1 234.8 117.4
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FIGURE 1. US HOUSE PRICES: REAL CASE-SHILLER INDEX
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FIGURE 2.  SPANISH HOUSE PRICE INDEX
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SYSTEMIC RISKS
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I. THE EFFECTS OF THE COMPETITION POLICY: THE OPINION 
OF THE EXECUTIVES
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FIGURE 1.1.  RELATIVE EFFECTIVENESS OF THE COMPETITION POLICY

Source: Borrell (2012).
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II. MORE INFLATION TO QUICKLY GET OUT OF THIS CRISIS?

FIGURE 2.1.  PROFILE OF GROWTH IN THE ECONOMIC CYCLE

Real GDP

t
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FIGURE 2.2.  THE GDP PATH IN THE IMAGINATION AND IN REALITY 

nominal
GDP

t
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FIGURE 2.3.  THE GDP PATH IN THE IMAGINATION AND IN REALITY

2013   and   2014   are predictions
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III. CURRENCY, COMPETITIVENESS AND GROWTH? 
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FIGURE 3.1.  EURO-DOLLAR EXCHANGE RATE AND UNITED STATES-EU TRADE BALANCE
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FIGURE 3.2.  EURO-YEN EXCHANGE RATE AND EU-JAPAN TRADE BALANCE
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FIGURE 3.3.  EURO-YUAN EXCHANGE RATE AND EU-CHINA TRADE BALANCE
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THE ARAB-MUSLIM WORLD, FROM THE SHOWERS OF SPRING 
TO THE DOG DAYS OF SUMMER
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REINFORCEMENT OF POPULISM IN LATIN AMERICA
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SUB-SAHARAN AFRICA, OR THE DARK SIDE OF THE MOON
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CHINA: CAPITALISM UNDER A RED FLAG



THE EUROPEAN CRISES  /  THE WORLD IN 2012, Joan B. Culla i Clarà       239



240       THE EUROPEAN CRISES  /  THE WORLD IN 2012, Joan B. Culla i Clarà



THE EUROPEAN CRISES  /  THE WORLD IN 2012, Joan B. Culla i Clarà       241

RUSSIA: NEO-TZARISM WITH HYDROCARBONS
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 OBAMA, RATIFIED
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THE DECLINE OF EUROPE
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