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e IMF World Economic Outlook 2009, Chapter 3: study of 21
advanced economies from 1970 to 2008.
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@ This paper: U.S. counties with the largest increases in
household leverage from 2002 to 2006 experienced the most
severe recessions in subsequent years.
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e Mian & Sufi (2009a): House prices rose faster in counties
where subprime mortgages were more prevalent.
= Self-reinforcing feedback loop between easy mortgage
credit and rising house prices.

e Mian & Sufi (2009b): For each $1 of additional house price
appreciation, the average homeowner extracted $0.25 to $0.30
that was used for consumption or home improvement.
= House price appreciation was a significant driver of
economic growth during the boom years.

@ This paper, Mian &Sufi (2009¢): Counties with the largest
increases in household leverage tended to experience the most
severe recessions.
= Recession severity in a given area reflects the degree to
which prior growth in that area was driven by an
unsustainable borrowing trend.
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