Northern Trust

Global Economic Research
50 South LaSalle

Chicago, Illinois 60603
northerntrust.com

Asha Bangalore
agb3@ntrs.com

DAILY GLOBAL
COMMENTARY

Household Borrowing Gathered Steam in 2005
March 13, 2006

Households went on a borrowing spree in 2005 after ataking a dower sprint in 2004. Net
borrowing of households was $1204.7 billion in 2005, up from $1023.4 billion in 2004. The
2005 reading is the highest on record (see chart below)
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Not surprisingly, alarge part of the borrowing is coming from mortgages. As shown in chart
2, growth in home mortgage debt has surpassed other avenues of borrowing. Mortgage debt
grew 14.1% in 2005, the largest annua increase since 1985 with the exception of the 14.3%

increase see in 2003.
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This sharp increase in home mortgages has occurred in alow interest environment. When
adjustable rate mortgages are repriced, the debt servicing burden will shoot up sharply. For
the record, close to athird of al mortgage applications in 2004 and 2005 were for adjustable
rate mortgages.
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The opinions expressed herein are those of the author and do not necessarily represent the views of The Northern
Trust Company. The Northern Trust Company does not warrant the accuracy or completeness of information
contained herein, such information is subject to change and is not intended to influence your investment decisions.



