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The Long-Term Rise in the Personal Bankruptcy Rate Started Shortly after Interest Rate 
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Chart 1 

The Long-Term Rise in Personal Bankruptcy Filings Started Shortly after Interest Rate Deregulation 
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Chart 2 

Delaware Has the Largest Credit Card Volume* of any 
State in the United States, June 1997 

All other 
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Credit Card Volumes* Have Increased Dramatically after Interest Rate Deregulation 
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Chart 4 

The Fastest Growth in the Credit Card Market Has 
Been at the Lowest Income Brackets 
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7KH�(IIHFW�RI�,QWHUHVW�5DWH�'HUHJXODWLRQ 

WKH� FRQVXPHU� FKDUJH�RII� UDWH� IRU� FRPPHUFLDO� EDQNV� 
ZKLFK� LV� EHLQJ� GULYHQ� E\� FKDUJH�RIIV� RQ� FUHGLW� FDUG 
ORDQV� 

'HVSLWH�ULVLQJ�FKDUJH�RII�UDWHV��FUHGLW�FDUG�OHQGHUV�RQ 
DYHUDJH�KDYH�EHHQ�DEOH�WR�PDLQWDLQ�SURILWDELOLW\���7KH 
ZLOOLQJQHVV� RI� VRPH� LQGLYLGXDOV� WR� ERUURZ� DW� KLJK 
LQWHUHVW� UDWHV� DQG� WKHLU� DELOLW\� WR� UHSD\� LV� FULWLFDO� WR 
RIIVHW�EDQNV·�ORVVHV�RQ�WKRVH�ZKR�GHIDXOW� 

7KH�&DQDGLDQ�([SHULHQFH 

7KLV� SDSHU� KDV� DUJXHG� WKDW� LQWHUHVW� UDWH� GHUHJXODWLRQ 
DOWHUHG� WKH� FUHGLW� PDUNHWV� DQG� OHG� WR� D� VXEVWDQWLDO 
H[SDQVLRQ�LQ�FUHGLW�FDUG�DYDLODELOLW\�DQG�DQ�LQFUHDVH�LQ 
WKH�OHYHO�RI�SHUVRQDO�EDQNUXSWFLHV��7KLV�DUJXPHQW�FDQ 
EH� WHVWHG� E\� DQDO\]LQJ� WKH� H[SHULHQFH� LQ� &DQDGD� 
EHFDXVH�WKH�PRGHUQ�KLVWRU\�RI�FUHGLW�FDUGV�LQ�&DQDGD 
LV�YHU\�VLPLODU�WR�WKH�8�6��KLVWRU\���,Q��˝ˇ˙��WZR�\HDUV 
DIWHU� WKH� GHYHORSPHQW� RI� WKH� 9,6$� DQG� 0DVWHU&DUG 
DVVRFLDWLRQV� LQ� WKH� 8QLWHG� 6WDWHV�� 9,6$� HQWHUHG 
&DQDGD�� UHVXOWLQJ� LQ�D�GUDPDWLF�JURZWK� LQ�FUHGLW�FDUG 
ORDQV�� &DQDGLDQ�%DQNHU��˝˝��� 

+RZHYHU�� WKHUH� ZHUH� VLJQLILFDQW� GLIIHUHQFHV� DW� WKDW 
WLPH� EHWZHHQ� 8�6�� DQG� &DQDGLDQ� ODZV� UHJDUGLQJ 
LQWHUHVW� UDWH� UHJXODWLRQ�� ,QWHUHVW� UDWHV� LQ�&DQDGD�KDYH 
EHHQ� GHUHJXODWHG� VLQFH� DW� OHDVW� �˙˙ˇ�� ZKHQ� WKH 
,QWHUHVW� $FW� RI� &DQDGD� ZDV� SDVVHG� )LQDQFLDO� 3RVW 
�˝˝����7KLV�DFW�SHUPLWV�D�OHQGHU�WR�FKDUJH�DQ\�UDWH�RI 
LQWHUHVW� WKDW� LV� DJUHHG� XSRQ� �+XWFKLVRQ� �˝˙ˇ�� 
7KHUHIRUH�� DOWKRXJK� WKH� PRGHUQ�GD\� FUHGLW� FDUG 
LQGXVWU\� JRW� LWV� VWDUW� DW� WKH� VDPH� WLPH� LQ� WKH� WZR 
FRXQWULHV�� WKHUH� ZHUH� QR� OHJDO� OLPLWV� WKDW� UHVWULFWHG 

Chart 6 

Chart 5 
There Is a Close Link Between Bankruptcies and 
Charge-Offs 
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Source:  Administrative Office of the U.S. Courts, Bureau of Census, Federal 
Reserve Board 

FUHGLW� DYDLODELOLW\� LQ� &DQDGD�� DV� WKHUH� ZHUH� LQ� WKH 
8QLWHG�6WDWHV� 

&UHGLW� FDUG� RXWVWDQGLQJV� KDYH� JURZQ� GUDPDWLFDOO\� LQ 
&DQDGD� LQ� WKH� SDVW� WZR�GHFDGHV�� DV� WKH\� KDYH� LQ� WKH 
8QLWHG� 6WDWHV�� 3HUVRQDO� EDQNUXSWFLHV� KDYH� JURZQ� LQ 
&DQDGD� DV� ZHOO�� &KDUW� ˇ� VKRZV� WKDW� SHUVRQDO� EDQN� 
UXSWFLHV�JUHZ�VKDUSO\�DQG�LPPHGLDWHO\�DIWHU�WKH�9,6$ 
DVVRFLDWLRQ� HQWHUHG�&DQDGD�� )URP��˝ˇˇ� WR� �˝ˆˇ�� WKH 
SHUVRQDO�EDQNUXSWF\�UDWH�LQ�&DQDGD�JUHZ�����SHUFHQW� 
2YHU� WKDW� VDPH�SHULRG�� WKH�SHUVRQDO�EDQNUXSWF\� UDWH 
LQ� WKH� 8QLWHG� 6WDWHV� JUHZ� E\� RQO\� ˙�SHUFHQW�� 2QH 
H[SODQDWLRQ� IRU� WKLV� GLIIHUHQFH� LQ� UDWHV� PD\� EH� WKDW 
XVXU\� ODZV� ZHUH� OLPLWLQJ� FUHGLW� DYDLODELOLW\� LQ� WKH 
8QLWHG� 6WDWHV� RYHU� WKDW� SHULRG��ZKLOH� WKH� DEVHQFH� RI 

Personal Bankruptcies Started Rising Sooner in Canada than in the United States 

Personal bankruptcies per 1,000 population 
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Chart 7 
Credit Card Lending Is a Very Profitable Line of 
Business, Despite Recent Declines in Returns 
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Chart 8 

Credit Card Solicitations Continue to Rise 
$US Billions 
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