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Figure 4. Differences in Real GDP Growth (left panel) and Real Interest Rates (right
panel) During 26 High-Debt Episodes in Advanced Economies, 1800-2011

Average growth during =
that particular debt
overhang episode
(debt/GDP >90%) less
average growth during
all years where
debt/GDP < 90% for
that country
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Same calculation as for
growth for real
GDP for the
interest rate on
government bonds

Debt overhang episode

Sources: Authors’ calculations based on data sources listed in the Data Appendix.

Reinhart and Rogoff (2012)

Contrary to popular perception,
we find that in 11 of the 26
debt overhang cases, real
interest rates were either
lower or about the same as
during the lower debt/GDP
years. Those waiting for
financial markets to send the
warning signal through higher
interest rates that government
policy will be detrimental to
economic performance may be
waiting a long time.
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Figure 3.5. Debt and Growth Performance

Countries whose debt-to-GDP ratio rises above 100 percent tend to experience lower GDP
growth than other advanced economies. However, countries with a debt level between 90
and 110 percent can actually grow faster than other advanced economies if debt is ona
declining trajectory. In fact, the growth performance in countries whose debt is decreasing
when crossing a given threshold is better than that in countries where it is increasing.
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