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		Abstract

		Market innovations following the financial reforms of the early 1980s relaxed collateral constraints on household borrowing. The present paper examines the contribution of this development to the macroeconomic stabilization that occurred shortly thereafter. The model combines collateral constraints on households with heterogeneity of thrift in a calibrated general equilibrium setup. We use this tool to characterize the business cycle implications of lowering required down payments and rates of amortization for durable goods purchases as in the early 1980s. The model predicts that this relaxation of collateral constraints can explain a large fraction of the actual volatility decline in hours worked, output, household debt, and household durable goods purchases. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Campbell,  Jeffrey R. and Hercowitz,  Zvi, The Role of Collateralized Household Debt in Macroeconomic Stabilization (May 2005). NBER Working Paper No. w11330,  Available at SSRN: https://ssrn.com/abstract=720416
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Jeffrey R. Campbell (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Notre Dame  ( email )

			

			
			
				
				
				
					United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Tilburg University  ( email )

			

			
			
				
				
				
					Tilburg, 5000 LE
Netherlands

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Zvi Hercowitz

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Tel Aviv University - Eitan Berglas School of Economics  ( email )

			

			
			
				
				
				
					P.O. Box 39040
Ramat Aviv, Tel Aviv, 69978
Israel
+972 3 640 9916 (Phone)
+972 3 640 9908 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       65

			

		
		
		
			Abstract Views

			    2,332

		

		
		 
		
			Rank

			  229,913

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       23 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Has the Business Cycle Changed and Why?

                        
                            By
                                
                                
                                    
                                    James H. Stock
                                     and 
                                
                                    
                                    Mark W. Watson
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Output Fluctuations in the United States: What Has Changed Since the Early 1980s?

                        
                            By
                                
                                
                                    
                                    Margaret Mary Mcconnell
                                     and 
                                
                                    
                                    Gabriel Perez-quiros
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Long and Large Decline in U.S. Output Volatility

                        
                            By
                                
                                
                                    
                                    Olivier J. Blanchard
                                     and 
                                
                                    
                                    John A. Simon
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Time Varying Structural Vector Autoregressions and Monetary Policy

                            
                                By
                                    
                                    
                                        
                                        Giorgio E. Primiceri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Recent U.S. Macroeconomic Stability: Good Policies, Good Practices, or Good Luck?

                            
                                By
                                    
                                    
                                        
                                        Shaghil Ahmed, 
                                        
                                    
                                        
                                        Andrew T. Levin, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Causes of the Increased Stability of the U.S. Economy

                            
                                By
                                    
                                    
                                        
                                        James A. Kahn, 
                                        
                                    
                                        
                                        Margaret Mary Mcconnell, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Rise in Firm-Level Volatility: Causes and Consequences

                            
                                By
                                    
                                    
                                        
                                        Diego Comin
                                         and 
                                    
                                        
                                        Thomas Philippon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Rise in Firm-Level Volatility: Causes and Consequences

                            
                                By
                                    
                                    
                                        
                                        Diego Comin
                                         and 
                                    
                                        
                                        Thomas Philippon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Rise in Firm-Level Volatility: Causes and Consequences

                            
                                By
                                    
                                    
                                        
                                        Diego A. Comin
                                         and 
                                    
                                        
                                        Thomas Philippon
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Estimation of Prewar Gnp:  Methodology and New Evidence

                            
                                By
                                    
                                    
                                        
                                        Nathan S. Balke
                                         and 
                                    
                                        
                                        Robert J. Gordon
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.125 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

